by e

Introduction to
PFM Financial Advisors LLC
Independent Financial Advisory Services

and
Borrowing 101 for School District Capital Projects

November 15, 2023

Presented by:
Zach Williard, Managing Director

PFM Financial Advisors LLC 100 Market Street 717.231.6265
Harrisburg, PA 17101 pfm.com

pfm




2

What is an Independent Financial Advisor?

® Inits simplest terms, an Independent Financial Advisor represents the Issuer’s best interests
throughout the entire process of any debt issuance

«  Selection of financing type (bond issue, bank loan etc.)
« Method of sale (competitive, negotiated, hybrid, etc.)
* Negotiations of interest rates, commissions, and loan provisions

« Ultimate recommendation whether or not to proceed based on current market conditions

® PFM Financial Advisors LLC “PFM” has a fiduciary duty to the Issuer and no one else.
Underwriters have no fiduciary duty to the Issuer.

Independent

Financial Advisor e
(PEM) (or Bank)

Fiduciary Duty to Issuer No Fiduciary Duty to Issuer

Investors

© PFM
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PFM Financial Advisors LLC Overview

PFM’s #1 . PFM's First Place Ranking
Rankings for 20221 N atl o n ,s #1 ra n ked Ove:;lglaL?ggz';erm

1552 Independent Financial

(millions)  Transactions

- Overall
2022 59,813 652

-T - t ™
b Advisort SR G

2020 76,160 924

) gegztgt(;?iﬁed _ . . _ 2019 76,313 1,005
:N:w Mo”ney « Leading financial advisor to state and 2018 63,557 796
- Refunding local governments in the nation and 231; Siiiﬁ 1912983
- Varlablu advised on over $59 billion of bond o1s 81973 1042
- Private Placement ) . ’ :
issuance in 2022. ¢ 2014 70,048 855
Sector 2013 68,045 824
- Primary/ Secondary Education 32 PFM locations across the U.S.* 2012 79,032 957
o
- Public Power . , ,
- Water Sewer & Gas . 2009 87,986 984
. . 2008 69,794 842
Region . ; * ol oat 2007 65,301 779
Pennsylvania R 2006 53,572 803
9 °
Midwest 2005 51,123 979
Southeast , S 2004 43693 892
West * . 2003 46,013 961
. S 2002 37,904 902
=y < 2001 35,111 905

2000 21,003 585

1999 12,265 410

1998 13,963 424
Source: Ipreo

*According to PFM Internal Resources as of June 1, 2023

© PFM T PFM Financial Advisors LLC and our former affiliate Public Financial Management, Inc.
*Ranked by Ipreo for calendar year 2022, based on principal amount
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Pennsylvania Experience - Overall

®PFM has been the #1 ranked financial advisor in Pennsylvania for over 20 years [1]
@ Our clients include a wide spectrum of small and large tax-exempt issuers across the Commonwealth

®PFM advises on more debt issuances annually than any other financial advisor or underwriter

National Pennsylvania
Year Ending 2022 Year Ending 2022

PFM vs. Underwriters PFM vs. Underwriters
2022 Full Year Overall Long Term Municipal New Issues 2022 Full Year Pennsylvania Long Term Municipal New Issues
PFM vs. Underwriter PFM vs. Underwriter
Municipal Financial Advisory vs Underwriter Ranking Municipal Financial Advisoryvs Underwnter Ranking
Full Credit to Each Financial Advisor; True Economics to Each Bookrunner Full Credit to Each Financial Advisor; True Economics to Each Bookrunner
Source: Ipreo Source: Ipreo

#issues $inmillions #issues $ inmillions
PFM 652 I 59,813 PFM o5 e 5,453
BofA Securities 284 47,275 BofA Securities 12 2,208
JPMorgan 325 43,649 Wells Fargo Cormp 3 2,017
Citigroup 168 32,409 RBC Capital Mkts 28 1,240
Morgan Stanley 218 27,887 PNC Capital Markets 41 1,166
Wells Fargo Corp 167 23,992 Citigroup 5 766
RBC Capital Mkts 349 22,534 Raymond James 35 678
Jefferies 251 20,574 Barclays Capital 3 477
Barclays Capital 76 18,751 Morgan Stanley 4 397
Goldman Sachs 70 17,980 Siebert Williams 1 294

© PFM [1] Source: Refinitiv rankings as of December 31, 2022.
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PFM’s Dedicated Pricing Group

® PFM is among the most active participants in the municipal market. PFM’s advisory volume compares

favorably with the volume of the top underwriters in the municipal bond industry

®PFM works solely as a financial advisor and does not underwrite bonds. As a result, we can offer the

District the benefits of unrivaled levels of participation, preparation, strategy and advocacy

PFM Pricing Group

= Constant access to market
information and trends

= Leverage our national footprint and
firm-wide knowledge

= Professional peer-to-peer
relationships with underwriting desks
to facilitate pricing negotiations

© PFM

2022 Full Year Negotiated Long Term Municipal New Issues
PFM vs. Underwriter
Municipal Financial Advisory vs Underwriter Ranking
Full Credit to Each Financial Advisor; True Economics to Each Bookrunner
Source: Ipreo
#issues $ inmillions

PFM 331 I 43,674
JPMorgan 113 30,697

BofA Securities 148 28,792

Citigroup 98 25,532

RBC Capital Mkts 284 20,941

Morgan Stanley 95 17,910

Barclays Capital 62 16,780

Wells Fargo Corp 108 16,705

Stifel Nicolaus 672 16,227

Goldman Sachs 67 15,766
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PFM’s Dedicated Pricing Group

® PFM'’s Pricing Group:

_ _ Step 1:
. .Prowdes., centralized access to market [
information and trends Pricing
Analysis
* Leverages our knowledge firm-wide for _ Step 2:
our clients’ benefit Step 6: Establish
Underwriter Pricing
« Cultivates professional peer-to-peer Negotiations Strateqv &
: : : o or Accept Bids rategy
relationships with underwriting desks P Goals

® PFM utilizes is an in-house proprietary
pricing database that contains detailed
pricing information of every single bond

issue that has priced in Pennsylvania :
ear to date Step 3:
y ' Step 5 Sale Type &
- This includes both PFM advised, and Establish BORd
) : Target Scales Structure
non-PFM advised bond transactions Analysis

Step 4:

Pricing
Preparation or
NOS Draft

© PFM 6
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Ways to Fund Projects

Capital projects can be financed a multitude of ways:
® From operations (revenues and expenditures)
« Typically smaller maintenance type projects (“pay-go projects”)
® Cash reserve funds
@® Local government debt
*  Bonds (most common)
* Bank loans
* Bond pools
® Grants

® Donations/fundraisers

© PFM



2

Typical Characteristics of School District Debt

School districts typically issue debt in the form of municipal bonds
Typically issued for new money or refunding purposes

Most frequently issued on a tax-exempt basis

Can be fixed or variable rate

Typically has final maturities up to 30 years

Typically issued with a general obligation pledge (full faith, credit and taxing power)

Issued by the School District itself, although sometimes can be issued through a conduit

authority (State Public School Building Authority or other local authority)

© PFM
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Types of Debt Available

® Public bond issues
*  Most common form of financing — typically fixed rate

* Requires most amount of financing team members but may often result in lowest cost

@® Private bank loans or private placements
* Most common for smaller principal size or shorter final maturities
* Smaller amount of financing team members

« Can be fixed or variable rate, but fixed rates may not be available for full term

® Bond pools
* Pool of smaller issuers grouping together for economies of scale
« Offers both fixed and variable rates
« May have exposure to interest rate swaps

« Examples include the Emmaus Bond Pool and the Delaware Valley Regional Finance Authority

© PFM 10
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What is a Referendum?

® With the passage of Act 1 in 2006, school districts are now limited in the amount they can raise
real estate taxes annually. If a District wants to increase taxes, over and above that index it may

need to seek voter approval.

« There are two types of referenda available to Districts, a Debt Act Referendum (Electoral

Debt) and an Act 1 Referendum

o Debt Act Referendum (Electoral Debt): Voters vote on debt service millage for specific

project

o Act 1 Referendum: Voters vote on property tax increase beyond the Index — not specific

project
® Given the current assumptions the project for a new high school or to renovate the existing building
- the District would not require a Debt Act or an Act 1 Referendum.
@® The District is well within its legal borrowing capacity (approximately $300+ million)

@® The District’s future budget projects indicate that it can fit the borrowing in under the Act 1 limit over future

budget years

© PFM 11
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Sample Financing Team Members (1 of 2)

- Typically a local government, higher education institution, or municipal
authority issuing debt to provide funding for capital projects or refinancing
existing debt.

Independent - Represents financial interests of Issuer when it comes to pricing and
Financial negotiations with Underwriter, including interest rates, call date provisions and
Advisor other structuring considerations.

- Markets and sells bonds to investors who seek the highest return available.
- Receives an upfront fee that is directly related to the principal amount of the
bonds.

- Selected via competitive or negotiated process

- Ultimate providers of funding for Issuer's bond issue.

- Seeks highest interest rates available in the market.

- Includes both retail and institutional investors (insurance companies, hedge
funds, etc.)

© PFM 12
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Sample Financing Team Members (2 of 2)

© PFM

- Drafts all legal documents relating to bond issue.
- Provides tax-exempt opinion for bondholders.
- Handles submission of approval documents to DCED.

- Handles debt service payments from Issuer to investors.
- Typically charges a small annual fee per bond issue for service.

- Provides public rating of Issuer for investors.
- Typically requires a brief rating call with the Issuer's administration to
discuss Issuer's finances and demographics.

- Provides insurance policy on debt service payments for bondholders in the
event the Issuer were to default.

- Receives an upfront fee in an amount that is a percentage of the total debt
service on the bonds.

13
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Credit Ratings
® The majority of bond issues in the capital markets

& Aaa Strongest
have credit ratings from one or more of the three &c;:» Aal/Aa2/Aa3 Very Strong
$
major credit rating agencies wﬁ& ALTA2IA3 Above-Average
Baal/Baa2/Baa3 Average
® Standard & Poor’s, Moody’s or Fitch & |BalBa2/Ba3 Below- Average
_ _ _ , &C’@ B1/B2/B3 Weak
@® Typically in Pennsylvania, Moody’s and Standard @é& Caal/Can/Caa Very Weak
and Poor’s are the most common ratings for a local Q&\e‘y Ca Extremely Weak
overnment : e
°
@® Pennsbury School District is currently rated Aa3 by o AAA Strongest
M 00 d y ! S @Q\G& AA+/AA/AA- Very Strong
Q@e‘& A+/A/A- Above-Average
» BBB+/BBB/BBB- Average
W BB+/BB/BB- Below- Average
@Q\C"& B+/B/B- Weak
&e}& CCC+/CCC/CCC- Very Weak
z\e@o ccC Extremely Weak
® C Weakest

© PFM 14
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Internal Revenue Code

® Federal law that governs tax-exempt financing

® Law exists because of ability to borrow funds at a tax-exempt rate and invest at a higher taxable

rate — arbitrage
® Primary restrictions
* Purpose: capital project or qualified refinancing
* Borrowing term can’t exceed project useful life
* Must reasonably expect to spend bond proceeds within 3 years
* Arbitrage limitations
o If $15 million or less issued in a calendar year, arbitrage can be kept (“Small Issuer Exemption”)
o If $15 million exceeded - spending restrictions to keep arbitrage
@® Bank Qualification - If $10 million or less issued per calendar year
« Bank Qualified Interest Rates are typically lower

* 5 year call feature available

© PFM
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State Regulations

® In Pennsylvania, borrowing regulations at the state level are governed by the Local Government Unit

Debt Act (LGUDA)
* Enforced by the Department of Community & Economic Development (DCED)
® Efforts to comply with LGUDA typically led by Bond Counsel and include:
* Filing and approval process with DCED
* Approved use of proceeds within LGUDA
» Advertising requirements for incurring non-electoral debt
* Level or declining overall debt service

» Issuer is within legal borrowing capacity (225% of the 3 year average of net revenues

depending on borrowing legal structure)

© PFM 16
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Disclosures

PFM is the marketing name for a group of affiliated companies providing a range of services. All services are provided through
separate agreements with each company. This material is for general information purposes only and is not intended to provide or
give a specific recommendation. Financial advisory services are provided by PFM Financial Advisors LLC which is a registered
municipal advisor with the Securities and Exchange Commission (SEC) and the Municipal Securities Rulemaking Board (MSRB)
under the Dodd-Frank Act of 2010. Swap advisory services are provided by PFM Swap Advisors LLC which is registered as a
municipal advisor with both the MSRB and SEC, a commodity trading advisor with the Commaodity Futures Trading Commission,
and a member of the National Futures Association. Consulting services are provided through PFM Group Consulting LLC. PFM
financial modeling platform for strategic forecasting is provided through PFM Solutions LLC. For more information regarding
PFM'’s services or entities, please visit

The information and any analyses contained in this presentation are taken from, or based upon, information obtained from the
recipient or from publicly available sources, the completeness and accuracy of which has not been independently verified, and
cannot be assured by PFM. The information and any analyses in these materials reflect prevailing conditions and PFM’s views
as of this date, all of which are subject to change. To the extent projections and financial analyses are set forth herein, they may
be based on estimated financial performance prepared by or in consultation with the recipient and are intended only to
suggest reasonable ranges of results. Opinions, results, and data presented are not indicative of future performance. Actual
rates may vary based upon market conditions at the time of pricing. The printed presentation is incomplete without reference to
the oral presentation or other written materials that supplement it. To the extent permitted by applicable law, no employee or
officer of PFM’s financial advisory business, nor any of PFM’s affiliated companies, accept any liability whatsoever for any direct
or consequential loss arising from negligence or from any use of this presentation or its contents. Any municipal financial product
or financial strategy referenced may involve significant risks, including, but not limited to: market, interest rate, or credit risk, and
may not be suitable for all clients. The ultimate decision to proceed with any transaction rest solely with the client.

© PFM
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