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Competitive Sale Results October 13,2014 - October 24, 2014
Credit
Sale Par Amt (in Enhanced TIC/ # of
Date Issuer St millions) Issue Rating Rating BQ NIC Maturities | Bidders

10/14/14 | Collinsville SD No. 10 I 9.04 GO Refunding Bonds AA- Y | 1.58% | 2015-21 5
10/14/14 |Libertyville, Village IL 5.00 GO Bonds Aa2 Y | 274% | 2015-32 6
10/14/14 |Northbrook, Village IL 25.32 GO Bonds Aaa/AAA/NR N | 2.13% | 2015-28 8
10/14/14 |Faribault, City MN 2.30 GO Bonds AA Y 2.29% | 2015-29 2
10/14/14 |Grand Rapids, City MN 3.00 GO Bonds Al Y 2.31% | 2016-30 5
10/14/14 |Le Center, City MN 2.61 GO Improvement Refunding Bonds A Y 2.56% | 2016-28 1
10/14/14 | Sauk Centre SD No. 743 MN 4.28 GO School Building Refunding Bonds AA+ Y Y 1.35% | 2016-22 4
10/14/14 |Oshkosh, City Wi 2.62 GO Prom Notes Aa3 N | 1.63% | 2015-23 5
10/14/14 | Oshkosh, City Wi 14.46 GO Corp Purp Bonds Aa3 N | 2.23% | 2015-33 5
10/15/14 |Aurora West SD No. 129 IL 3.56 GO Limited Tax Refunding School Bonds A1/AA BAMins. Y 2.83% 2022-25 2
10/15/14 [Mount Prospect Park District IL 0.88 GO Limited Tax Park Bonds AA Y 1.04% 2017-18 4
10/15/14 [Mount Prospect Park District IL 1.94 Taxable GO Limited Tax Park Bonds AA N 1.19% 2015-17 3
10/15/14 (Brow n County Wi 2.33 GO Corp Purp Bonds Aaa Y 0.86% 2015-19 5
10/15/14 |Brow n County Wi 4.58 GO Airport Improvement Aaa N | 1.79% | 2015-23 8
10/16/14 |Romeoville, Village IL 9.20 GO Refunding Bonds Aa3/NR/AA- Y 1.44% | 2015-24 5
10/16/14 |Meade Hospital District KS 3.89 GO Refunding Bonds NR Y 1.65% | 2015-22 5
10/16/14 |West Concord, City MN 0.70 GO Bonds A+ Y 1.98% | 2017-25 2
10/16/14 |Chippew a Valley Tech College Wi 1.50 GO Prom Notes Aal N 1.40% 2015-22 4
10/20/14 |Emhurst, City I 9.38 GO Bonds AAA Y | 2.46% | 2015-33 6
10/20/14 [North Aurora, Village IL 6.89 GO Refunding Bonds AA+ Y 2.35% 2016-29 6
10/20/14 [Maize, City KS 0.29 Water System Utility Revenue Bonds NR Y 3.75% 2023-38 1
10/20/14 |Maize, City KS 1.00 Wastew ater System Utility Revenue Bonds NR Y 3.57% | 2020-38 1
10/20/14 |Kandiyohi, City MN 0.43 GO Storm Sew er Revenue Bonds AA+ Y Y 3.23% | 2019-35 2
10/20/14 |Preston, City MN 0.64 GO Bonds AA Y 2.75% | 2018-30 2
10/20/14 |Robbinsdale Area SD No. 281 MN 9.64 GO School Building Bonds AA+ Y N | 1.70% | 2016-24 5
10/20/14 |Park Rapids Area SD No. 309 MN 17.05 GO School Building Refunding Bonds AA+ Y N | 1.94% | 2016-25 5
10/20/14 |Underw ood SD No. 550 MN 3.93 GO School Building Refunding Bonds AA+ Y Y 1.66% | 2016-24 6
10/20/14 |Breckenridge SD No. 846 MN 7.89 GO Bonds AA+ Y Y | 2.82% | 2016-36 5
10/20/14 |Lancaster, City Wi 1.42 GO Corp Purp Bonds A+ Y 2.57% 2016-29 5
_10‘/20/14 Palmyra, Village Wi 1.47 GO Prom Notes NR Y | 1.17% | 2015-21 4
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Dodd Frank

e July, 2010 Congress bill known as “Dodd Frank”
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 Bill regulates Municipal Advisors (MA’S)
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* Problems trying to be solved:
* Improper advice in an increasingly complex market.
* Uncertainty regarding who is the client for an investment banker.

« “Pay to Play”

« Securities and Exchange Commission (SEC) and
Municipal Securities Rulemaking Board (MSRB) enforce
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Abuses - Past
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Abuses — Past but More Local

Wisconsin School Districts Charge
Bond Underwriters With Fraud Over
CDO Debacle - January, 2009

The story began in 2006, when five
Wisconsin school districts — Kenosha
Unified School District, Kimberly Area
School District, School District of
Waukesha, West Allis-West Milwaukee
School District and Whitefish Bay School
District — went looking for investment
advice to shore up its teachers’ retirement
plans. A local investment banker had the
perfect solution. It involved hedge funds
and investments in complex collateralized
debt obligations (CDOSs).
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Today

o Detroit Bankruptcy

o Estimated recovery rate for creditors in settlement
Utility revenue bond holders (no general obligation pledge)
Former Detroit employees (84% of value)

Unlimited tax G.O. bond holders (74% of value)

Limited tax G.O. bond holders (34% of value)

Annual appropriation, certificates of participation bond holders
(13% of value)

AR A

Source: Moody’s Investors Services
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Current Situation — MA Rule

« SEC is regulating professionals, not issuers

* Regqulations finalized fall 2013 and in effect 7/1/14
1. Who is a MA and what does fiduciary duty mean?

 MA, generally, is anyone who provides advice on:

1. The terms, structure, timing or related activities involving the
Issuance of a municipal security; or

2. The investment of proceeds of a municipal security.

. »
— EHLERS
7
LEADERS IN PUBLIC FINANCE




I |
Fiduciary

« Fiduciary Duty/Responsibility-is a legal duty to act
SOLELY in another party’s best interests. Fiduciaries
may not profit from their relationship with their principals
(clients) unless they have the principal’s express
Informed consent. Have a duty to avoid any conflicts of
Interest between them and their principals or between
their principals and other clients. A fiduciary has the
strictest duty of care recognized by the US legal system.
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What is Advice?

 SEC defines advice as a “recommendation” or the “call
to action”
 No compensation required
* No debt issuance required
» A professional/person cannot avoid by a disclaimer

* Any person that meets this definition must register as
MA with the SEC and MSRB as well as follow all rules
o Testing
e Supervisory structure
o SEC audits
« Gift and political contribution limits
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SEC MA Definition

« Definition impacts behavior of all municipal market
participants

 Professional could be MA’s if undertake MA activities:

 Bond Counsel
* Engineers

* Accountants
* Local bankers

« Venders recommending financing options (ESCOs, fire equipment,
etc.)
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IRMA Exemption

e |ssuers that retain a MA for a specific debt transaction
can provide an IRMA exemption to all other
professionals

* Independent Registered Municipal Advisor (IRMA)

exemption requires:

— Letter sent by issuer or posted on website stating issuer has a
MA and will be relying on their MA for financial advice

— Letter by other advisor sent to issuer with copy to MA stating that
the advisor will be providing advice but they do not have
fiduciary duty to issuer and issuer needs to rely on MA for advice
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Regulations Specific to Engineers

 Exempt if feasibility studies:
— Do not include financing options/recommendations
— Include interest rates and debt levels provided by the client
— Include interest rates and structure provided by IRMA

* Engineers will be considered MAs if
— “Including advice with respect to the structure, timing, terms, or
other similar matters concerning [issuances of municipal
securities]”.
e What is a municipal security?
— Publicly traded bond clearly is regulated
— Direct bank purchase of a bond they hold themselves is not
— Murky: PFA, USDA, lease
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Obligated Person

 Revenue bonds involve a more complex situation
— Most MN sewer and water utility bond issues are G.O.
— Electric utilities are not typically G.O.

« Utility rate study used to support the structure of a bond
would be deemed as MA activity.

e Obligated person

— Private party providing security to transaction
» Real estate developer, large user/guarantor of utility capacity

— Professional advising an obligated person must also be MA
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Penalties

e Unclear

 SEC has been fining firms and individuals in other
situations involving municipal securities

* Whistleblower provisions
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SEC MA Definition - Underwriters

e For negotiated issues

— Underwriter cannot provide advice unless there is an exemption:
* RFP (3 or more underwriters)
 IRMA
« Engagement letter executed:
— Two party execution
— Specific to a transaction
— Transactional relationship

— No fiduciary responsibility
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Other Changes

 MA's will need written engagement for all services with
required language and additional disclosures
— This rule not yet finalized

e Issuers should:

— Establish a point person to handle IRMA exemption, written MA
disclosures and new underwriter requirements for a negotiated
iIssue
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