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Participants in the Transaction

Professionals Invelved in a
Negotiated Municipal Bond Financing Transaction

DEAL TABLE
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Issuer and Their Counsels

Issuer —Body with the authority to issue bonds
City/County/State and their agend es borrowing money thraugh the issuarce of securities
In certai n structures,can serve asthe conduit between the borrower and investors
Bond Counsel—Every bond issue must be reviewed by alegal counsel
The legal opinion isautharization of the debt and coverstwo main is sues :
Ensures the bonds are legal, valid, andbindingobligations of the issuer
Verifi s the taxstatus of the deb (ifinterest is exempt from federl, state, or local taxes)
Other Counsel — May include special tax counsel, disclosure counsel and
issuer’s counsel

Specialcownsd may be necessary for s pecific issues that are more complex and diverse
than standard offerings. Also,may be used to ensure consistency far regular is suers .
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Issuer Responsibilities

Determine transaction specifics

How muchtoborrow

Timel inefor spend ngbondfunds and expecteduse of proce eds
Method of repayment

Sourceof funds to beused o repay borowers

Flowoffunds for paying debtse vice
Appoin ttransactio n team & execute

Cownsel(§, Municipa | Advisor, Underwriter (if negotiated)

Negotiate and fe view document tern, price bonds and closei suance
Pos t-is suance req uirements

Amelinformation to EMIMA

Specifi edevent dicl osure

Tax conpliance
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Choosing Legal Counsel
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Experience

Prior transactions for issue r

Transactions with comparable issuers

Relevant exper tise for more comp lex tran sactions

Listed in The Bond Buyer Municipal Marketplace Directory (the “Red Book”)
Conflicts
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Mu nicipal Advisor

The Issuer may engage a M unicipal Advisor (MA)to assist itin
issuance of securities

-T- The MA has an explicit fiduciary duty to the issuer

MA m ust be registered with the SEC and MSRB and m eet licensing
standards

<

Asingle firm CANNOTact as both an MA and an Underwriter on the
same transaction

B
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Municipal Advisor

Advises the issuer throughoutthe bond issue process
Planning th e tran saction
Debt structuring (e.g., amortization, call op tion analysis)

Assist in evaluation and prep aration of documentsre lating to the marke ting
and issuance of bonds

Help navigate ratingsprocess

Price negotiation
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Choosing A Municipal Advisor

Selection

Req uest for Qualification (RFQ)

Quan tity

Indepe ndent Registered Mu nicipal Advisor (IRMA)
Considerations

Experience

Resources and Qu antitative Cap abilities

Referen ces
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Underwriter

Seaurities dealer who helps issuers bring bonds to market by purchasingthe
bonds and resellingthem'to investors.

Due Diligence on disclosure
Assists ind evelopment of financing plan
Provides pricing guidance

Mar kets bo nds

Underwriter assumes a financial riskand expeds to make a profit on the
transaction

Does not owe a fiduciary duty to issuer
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Senior Underwriter - Negotiated Offering
Workswith political subdivisionand municipal Executes pre-sale mar feting

advisor to designtheplan of finance Solicits price views from co-managing

Develops the pricin g st ructure underwriters onth e tran saction

Assists ind eterminin g timing to sell se curities . L.

based onmarket conditions Pro poses borrowing rates for pricing day
o . based onmarket conditions and investor

Assists inthe d eve lopme nt o f the securitie s demand

docume nts

Assists inp reparing any ratin g agency str ate gy Prepares distribution analysis

and presentation . . P .

- - . ) . Workswith the political subdivision to determine
Providing quantitative analysisof financing howorders are filled from the pricing order
structure period

Manage st he pricing process

Executes the purchase agreementwith the
politicalsubd ivision
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Underwriter - Competitive Offering

= Submits bidin a competitive sale following
evaluation of pricing ofcomparableissues,
discussions with potential investors,
accessing supply of securitiesin the market
orsecurities scheduled to come to market,
weighing possible competition from other
firms
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Choosing Underwriters

= Different Approaces
Regularly work with one ormore underwriters
Pool of qualified underwriters via RFQ
Multiple pools based on credit or role
RFP on a deal-by-deal basis

= Underwriters are often hired in groups, or
syndicates
Senior/Co-Senior Manager
Co-Manager(s)
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Choosing Underwriters - Considerations

Experience
Staffing plan
Resources
Size of salesforce and distribution capabilities
Underwriting capacity (and demonstrated willingness to underwrite unsold
balances)
Other factors dependingon issuer priorities
Retail distribution
Footprint
Ownership status
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Paying Agent/Trustee/

Escrow/Verification Agents

Paying Agent
Party that is responsible for paying debt service on bonds

Trustee
Financial institution with trust powers given fiduciary powers by a
bond issuer to enforce the terms of a bond indenture
e A L AL R e e ot
Holds moneys in constructjon, reserve, or other funds that serve as
security for payment of debt service
Roles Spedficto RefundingBonds
Escrow Agent — Serves as custodian of the funds and holds bond
proceedsto pay debt service on refunded bonds
Verifiation Agent — Verifies cash flow sufficiency to the call date of the
es

escrowed secUriti
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Rating Agencies and Credit Enhancement

Ratirg Agencies (Moody’s, S& P, Fitch, and Kroll) rate bond issuers
to determine creditworthiness and proximity to default
tings play a critical role in theminds of market partidpants and are
iness

Rai
perceived as a guide ofan Issuer’s creditworthin
Creditratings play asignificant role in broadening the investor base for an

issuer
BB

AL AA A+ A A BB+ BBB

S&P/thl AM AN+
CreditEnhancement —Supports an Issuer’s credit in exchange
forafee or a premium, in'the form of enhancement such as
bond insurance or a letter of credit

Ohio MarketAccess Program
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Rating Agencies Approach

Agency Selection Considerations
Optimal Marketing, number of ratings, market acceptance of rating
agency

Agency’s credit methodology
General Obligation Bonds, Special Tax Revenue, Utility Revenue

Presentation
Formal Meeting & Presentation or Call, Participants, Prepared
Materials

Pricing
Fee schedule, Frequent Issuer Discounts
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Investors

Purchasers of bonds

Receive priPcipaI and interest paymentsfrom paying agent through

maturity of bonds

Receive ongoing disclosures

Considerations before investing
Bond credit

Yield

Final maturity/cash flows
Call optionsor other features
Taxstatus

Other
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