Capistrano Unified School District

Continuing Our
Financial Stewardship of
Community Facilities
Districts

Government
CAPISTRANO I Fmanual
Strategies

Presented by Keith Weaver
June 10, 2015




Tonight’'s Agenda

@ Overview of Community Facilities District Bonds

@ Potential Refinancing Opportunities

@ Next Steps
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Overview of CFDs in the District
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Review of 2013 Refinancing Results

Savings from Refinancing CFD 90-2 IA 2002-1 was 170% Better than Budgeted and
Savings from Refinancing CFD 92-1 was 140% Better than Budgeted

from Refinancing

$12,000,000 -

Total Savings Over
20 Years =
$12.0 Million

$10,000,000 - Savings was 170%

Better than Budgeted Better savings was
achieved due to a highly
successful credit rating
process and competitive
bidding process.

$8,000,000 -

$6,000,000 - Budgeted Savings =

$7.1 Million

$4,000,000 -

Savings was 140%

$2,000,000 - Better than Budgeted |

Total Savings Over 10 Years
= $1.4 Million

Budgeted Savings =
$1.0 Million B

$0 -

CFD 80-2 IA 20021

CFD 92-1

Series of Bonds

Notes: based on actual interest rates on sale date of 7/17/13. Budgeted savings based on Board information presentation dated May 22, 2013.

inancial Strategies Capistrano Unified School District - Page 4




Monitoring the District's Debt Portfolio
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Notes: CFD 88-1 was repaid Sept. 1, 2014. CFD 87-1 will be prepaid on call date of September 1, 2016 with pay-as-you-go funds. CFD S0-2 was an
advanced refinancing and cannot be advanced refinanced again. CFD 92-1 is non-callable and repaid Sept. 1, 2023. SFID #1 has $12.1 million non-
callable and repaid Aug. 1, 2025 plus $7.4 million callable on Aug. 1, 2022. CFD 98-2 is non-callable and repaid Sept. 1, 2033.
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Interest Rates are Lower Today

Interest Rate The Municipal Bond Benchmark Interest Rate is Lower Today Than It Was in 2005
When CFD 98-2 and 2004-1 Bonds Were Issued
7.00%
. || CFD 2004-1 Bonds
6.00% 5.11%
x CFD 98-2 Bonds
5.00% 1 4.95% W
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3.00% /,
Benchmark
=—Bond Buyer-20 Year Municipal General Obligation Bond Index Interest Rate
5 00% (May 21, 2013) |
e e===\\/eighted Average Interest Rate At Issuance for District's CFD Bonds 3.81%

1.00%
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Notes: The 20-Bond Index consists of 20 general obligation bonds that mature in 20 years and is compiled every Thursday. The average
rating of the 20 bonds is roughly equivalent to Moody's Investors Service's Aa2 rating and Standard & Poor's Rating Service AA.
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Establishment of Minimum Savings

@ Since interest rates could increase or the reception to the CFD
credit could be lower than expected, we recommend a minimum
present value savings threshold to complete the refinancing.

@ Based on Government Finance Officers Association (GFOA) Best

Practices, we suggest a minimum present value savings threshold
of 3% of the principal amount refinanced:

» If the savings threshold cannot be achieved, the refinancing
will be placed on hold.

@ Almost all of the estimated upfront costs would only be paid if
and when the refinancing is completed.
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NPV Savings “In Today’s Dollars”

Eetimatod Estimated Savings on a Net Present Value Basis is Well Above the Recommended
NPV Savings Minimum Thresholds
$9,000,000
$8,000,000 Legend
9.5% ?g? M'”'c":j Bond Recommended Savings Threshold
$7.000,000 (9.5% of Refinanced Bonds) NPV Savings of 3% - 5% of Refinanced Bonds
D Based on GFOA Best Practice*
$6,000,000 Estimated Savings based on Current Market
$5,000 -
$4.5 Million
(5% of Refinanced Bonds) -
$4,000,000
$3.,000, $2.7 Million
(8% of Refinanced Bonds) -
$2,000,000
$500,000
$1,000,000 $325,000 (7.7% of Refinanced Bonds)
(5% of Refinanced Bonds)
$0 $200,000
CFD 98-2 (3% of Refinanced Bonds) CFD 2004-1
Notes: present value calculation discount rate based on estimated borrowing rates of 3.57% and 4.01% for CFD 98-2 and 2004-1, respectively. GFOA
(Government Finance Officers Association) best practice on refinancings is titled "Analyzing and Issuing Refunding Bonds" and available at www.gfoa.org.
*GFOA states 3% - 5% of refinancing bonds as their best practice although refinanced bonds is shown as it is less subject to estimation and volatility.
Both percentages are considered in underlying analyses. Assumes credit ratings improved from unrated to "BBB+" and interest rates as of 5/1/15.
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Annual Savings Over Time

Estimated Annual Savings Averages $780,000 Over 14 Years for CFD 98-2 and $38,000 Over
oo’ 19 Years for CFD 2004-1

$750,000 I I I I I BCFD 98-2 BCFD 2004-1

CFD 98-2 Estimated Savings:
-Ranges from $680,000 to $900,000
-Averages $780,000 over 14 years

$500,000 -Totals $11,000,000 over 14 years
$250,000
CFD 2004-1 Estimated Savings:
-Ranges from $32,000 to $46,000
-Averages $38,000 over 19 years
-Totals $725,000 over 19 years
&0 mmmm [

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2028 2030 2031 2032 2033
Fiscal Year Beginning July 1:

Notes: savings assumes credit ratings improved from unrated to "BBB+" and based on interest rates as of 5/1/15. Values are rounded.
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Recommended Method of Sale

€ Two methods of selling bonds to underwriters/banks:

» Competitive

» Negotiated

€ Recommendation for the refinancings:
» Use a competitive bidding process to set interest rates.
e Academic research supports the value of this approach.
e District’s experience supports the value of this approach.
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Prior CFD Bond Bidding Results

For CFD 92-1, of the $1.2 Million Pr Value Savings in "Today's Dollars", Over
PV Savings $100,000 can be Attributed to the Competitive Sale Method
$1,500,000

Bpresent Value Savings |

$1,300,000

$1,100,000 -

$900,000

$700,000 -

$1,111,691

$500,000 -

For CFD 90-2 IA 2002-1, of the $7.7 Million Present Value Savings in "Today's
Dollars", $2.6 Million can be Attributed to the Competitive Sale Method

$300,000

$100,000 BPresent Value Savings |

-$100,000 :
C1t1 Jl Morgan Stanley -
$5,000,000 1 -
$3,000,000 -
$2,000,000 - -
$1,000,000 1 -
$0 - - :
citi Morgan Stanley
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Next Steps

@ Tonight:
» Information only.
@ Board Meeting on June 24:

» Board asked to consider resolution authorizing
refinancings and approving the legal documents.

@ July 15:
» Bid process to sell bonds and interest rates locked.
@ July 30:
» Bonds closed and funds available for refinancing.
€ August 12:
» Results of refinancings presented to Board.
» Board sets annual tax levies.
@ September 1:
» Bonds refinanced.
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