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Estrada Hinojosa %% TRB Capital Markets

Firm Overview:

e Foundedin1992

e Headquartered in Dallas, TX

e Serving Florida issuers since 1993

e Established Florida Office in 2003

e 9 offices nationwide — 56 employees

e 100% dedicated to Municipal Finance

e TRB Capital Markets (D.B.A. Estrada Hinojosa)

Services:

* Municipal Bond Underwriting

e Municipal Advising

* Competitive Bond Underwriting
e Secondary Market Trading
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What is a Municipal Bond?

* Municipal bonds (“munis’) are debt
securities issued by state and local
government entities

e Purpose: fund day-to-day obligations
and finance capital public projects

e Types of projects: Infrastructure, school
buildings, hospitals, town halls,
improvement projects, etc.

Source: SEC
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Who is involved?

Key Players, Roles & Responsibilities
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Key Players

Negotiated Public Bond Offering

Optional
Professionals
Senior
Managing Bond Printer Auditors
Underwriter Counsel
State and Local Underwriting Engineers/
Government Municipal Advisor(s) Syndicate Underwriter’s Rating Feasibility
Issuers Members Counsel Agencies Consultant
Selling
Group Disclosure Credit Trustee
Members Counsel Enhancer
Paying Agent
DAC

Source: MSRB
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State and Local
Government Issuers

School of Government Finance - October 2024

State Governments

Local Governments

0)
0)
0)
)

Counties
Cities/Towns
School Districts
Townships

Special Districts

)
)
)
)

Utility Districts
Transportation Districts
CDDs

Fire Districts

Public Authorities and Agencies

0)
0)
0)
0)
0)

Public Housing Authorities
Port Authorities
Water/Sewer Authorities
Health Facilities Authorities
Higher Education Institutions

Joint Power Authorities




State and Local
Government Issuer
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Defines financing requirements

Determines method of sale

Determines resources for payment of new debt issue
Selects and manages the financing team

Prepares offering documents

Determine priority of orders for Senior Manager UW
Determines liability for UW syndicate members
Determines compensation of financing team
Negotiates final purchase price with UW syndicate
Executes the bond purchase agreement

Adopts necessary resolutions/documents

Pays principal and interest on the bonds

Complies with tax and other covenants

Submits continuing disclosures Source: MSRB




e Fiduciary responsibility to the issuer
Municipal Advisor » Coordinates financing
e Develops RFPs
e Assists in developing plan of finance
e Assists with rating agency presentations
e Advises on method of sale
e Assists with selecting UWs
e Reviews financing documents
e Prepares preliminary cash flows/analyses

e Analyzes alternative project fund investments

* Prepares post sale reports

.-ll"""""

e Evaluates market conditions and performance
of UW syndicate

Source: MSRB
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The Underwriting
Syndicate

Senior Manager
e Leads the UW syndicate
e “Runs the order book”
e Executes priority of orders
e Accepts orders
e Allocates the bonds
e Transmits applicable commissions and expenses
e Shares in the profits and liabilities for the bonds

Co-Managers
e Market the bonds
e Submit orders to the senior manager
e Share in the profits and liabilities of the syndicate
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Selling Group Members

Dealers that assist in selling and marketing bonds

e Typically have contractual relationship w/ sr. mgr.

Do not share in any liabilities for the unsold bonds




Designation Policy

The UW syndicate commits to post capital to underwrite
unsold bonds

Widest distribution of bonds

e Fair distribution to all incentivizes syndicate
members

* A well-balanced underwriting team

» Sales expertise (institutional and retail investors)

Group Net

 Recommended practice; aligns risk/reward for
underwriter

Net Designated

e Old practice; investor decides which underwriter
receives the sales credit instead of issuer
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Commaniary Muni indusiny b HTA deal lods maricipel market fraconsin hils markel wilh GOs Paraicon p

— = sarved by widier accaplascs al .. inko SOFR ero, awa w Brom Libor Park Disir

Commentary Muni industry best served
by wider acceptance of group net
syndication rule

By
e nmuﬂ:

Pulilished

Agpril 30 30828, 14:53am EOT

- I

This year the munidipal industry marks the: t=nth anniversary of the lounch of its milestone=
T breakthrough for market tronsparency — the creation of EMBMA or the Electronic Municipal
Sall aide Morket Scoess. It is o remindier of the imperctive of modernizing an industry that provides

thre=-quarters of the onnual US. infrostructure spend ond is o 33.7 trillion mark=t.

While commendoble in its creation, the tronsparency provided by EMMA for municipal
band imvestors axisted for other debt morkets yeors before. Other long-hald municipal

industry proctices are overdue for review ond chong= as well.

Toword the top of the list of areas requiring o fresh cpproadh is the woy negoticted bond
underwriters are poid. Mot how much, but by whom This orcane issue is studk in decodes-
old proctice long ogo cbandoned by other markets such as the corporate ond s=curitization

band sectors.

Same background ot this point is us=ful. Once the municipal debt issuer determines the
amount of compensation to be poid to the underwriters, there i also o discussion of
=syndicate rules or the method by which these dollars will ba divided among the

urderariters.

In the municipal market, the syndicote rule of choice is “net designoted.” This opproadh,
salected by many stote ond looal governments, is intended to reword underariters that

deliver octual orders from investors to purchas= bonds.
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Legal Counsel -Bond
and Disclosure Counsel e Affirms authorization of the bond offering

e Assists with review of all financing documents
e Drafts bond authorization documents

e Provides legal opinion regarding bond issue and
tax status

e Drafts Preliminary and Final Official Statements

* Provides guidance related to arbitrage
regulations and tax law

e Drafts Trust Indenture - details responsibility of
issuer and bondholders

* Prepares closing documents

Source: MSRB
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Underwriter’s
Counsel

e Drafts bond purchase agreement, blue sky
memorandum, agreement among
underwriters

* Advises underwriters regarding their legal
positions with respect to the issue

e Advises underwriters on state and federal
securities laws

* Assists underwriters with the due diligence
review

Source: MSRB
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Printers

Companies like ImageMaster, BondLink
and FPR Printing print and/or create the
electronic version of the preliminary and
final official statements for distribution to
the marketplace.

Source: MSRB and EMMA
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Rating Agencies

Assess creditworthiness of the bonds to

assign ratings that provide risk guidance
to investors

Fees vary depending on:
« Complexity
* Paramount

e Source of payment of the bonds
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S&P Global
Ratings

MoobDy’s
FitchRatin

KBRA [7;

25

LL BOND
ING AGENCY
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S&P Moody’s  Fitch  Kroll* Investment Grade/Ability to Meet Obligations
Investment Grade

. . AAA Aaa AAA AAA Highest quality, minimum credit risk
Rating Agencies Ay Aal A o -
AA Aa2 AA AA High quality, low credit risk
AA- Aa3 AA-
A+ Al A+
A A2 A A Upper medium
A- A3 A-
BBB+ Baal BBB+
BBB Baa2 BBB BBB Medium quality, medium credit risk
BBB- Baa3 BBB-
Non-Investment Grade
BB+ Bal BB+ BB
BB Ba2 BB Low quality, high credit risk
BB- Ba3 BB- B
CCC+ Caal CCC+ CcCC
CCC Caa2 CCC Poor standing, high credit risk
CCcC- Caa3 CCC- CC
CcC Ca CC Highly vulnerable
C - C C Extremely speculative
D C D D In default

*estimated comparison with Kroll using their Long-term credit rating scale. KBRA may append - or +
modifiers to ratings in categories AA through CCC to indicate, respectively, upper and lower risk levels

within the broader category.
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External
Credit Enhancers

Letter of Credit (“LOC”)

Municipalities can secure a LOC
from a financial institution, which
promises to make payments if the
issuer defaults.
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Bond Insurance/Surety

Protects a bondholder against
unexpected principal and interest
delinquencies or defaults.
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Paying Agent, Trustee,
Registrar

Oftentimes these terms are
used interchangeably,
however, there are key
differences:
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Paying Agent

e Responsible for distributing interest payments and
principal repayments to bondholders

Trustee

 Fiduciary entity representing the interests of
bondholders, ensuring adherence to the bond
agreement

Registrar

e Responsible for maintaining the official records of

bond ownership and may also facilitate transfer of
bond ownership

Source: MSRB




DAC ("Digital Assurance
Certification”)

* Disclosure Dissemination Agent

e Provides post-issuance securities and
tax compliance services

e Depending on the scope of services,
DAC will charge a one-time set-up fee
for each new issue and an annual
filing fee
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Optional Additional
Professionals

Additional professionals that
may be included depending
on the financing
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Feasibility Consultant

* Prepares areport or study detailing the economic
practicality of and the need for a proposed
program, service or project

Auditor

e Audits or investigates an entity’s financial position

Trustee

* Fiduciary entity representing the interests of
bondholders

DAC

* Disclosure Dissemination Agent

Source: MSRB
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| What are Municipal Bonds?

Overview, bond issuance process, underwriting
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What is a Municipal Bond?

* Municipal bonds (“munis”) are debt securities issued by states, cities, counties and other governmental entities to
finance public projects such as schools, highways or water and wastewater systems. The two most common types of
municipal bonds are:

General Obligation (“GO’”) Bonds: backed by the “full Revenue Bonds: secured by revenues from a specific
faith and credit” of the issuer, which has the power to project or source, such as highway tolls or water and
tax residents to pay bondholders. wastewater fees.

Source: SEC
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Benefits of Municipal Bonds

* Cost-effective - lower borrowing costs and
tax advantages

 Lower interest rates - low-risk investments

* Tax exemptions - Interest income often
exempt from federal income tax and, in
some cases, from state and local taxes as

well

e Tax advantage - attractive to investors

Source: SEC
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Key Features of Municipal Bonds

Taxable Tax-Exempt Refunding Bonds
= \
\.
New Money Maturity Length Call
Bonds Provisions
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Methods of Bond Sales

COMPETITIVE BOND SALE

PRIVATE PLACEMENT

e [ssuer works with Financial
Advisor, Bond Counsel and other
Team members to structure bond
issue and offering documents

e Issuer publishes “Notice of Sale”
that includes financing structure
and avails offering documents

e Closed bidding method

e Lowest/Winning bidding
Underwriting Syndicate
purchases bonds at offering price

e Winning syndicate/firm then sells
bonds to the ultimate investors

NEGOTIATED BOND SALE

NEGOTIATED SALE
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e Issuer selects underwriting
syndicate to sell bonds

e Financial advisor coordinates and
oversees transaction as fiduciary
to issuer

e Underwriters have opportunity to
market and pre-sell bonds in
advance of award

e Timing, structure, and marketing
of the bonds are more flexible
than in a competitive sale and can
be adjusted to meet investor
demand

e Bonds are placed with private
investor such as a commercial
bank or “educated investor”’

e Lower COI than Negotiated or
Competitive since neither an OS
nor Underwriting Syndicate are
necessary. The investor performs
own credit analysis, so also no
rating agency

e Final maturities usually shorter
than public offering structures
that result in higher annual D/S
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The Bond Issuance Process
Negotiated Bond Sale

Once a state or local government decides to finance a capital project by issuing bonds, it would hire a
financing team to:

Assist with
credit & Market the Price and sell
investor bond offering the bonds
presentations

Develop the Prepare

financing offering Close the

plan documents

transaction
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Underwriting Syndicate Process

Negotiated Bond Sale

Due diligence and
documentation

e Review legal and
financial
documentation to
ensure accuracy and
compliance

e Assist with
structure, rating,
and/or credit
enhancement
process

* Preparation of the
preliminary and final
official statement or
offering documents
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Investor relations,
sales, and marketing

e Communicate with
potential investors

e Help build investor
confidence and
promote the bonds

e Marketing and
distribution efforts -
selling the bonds to
investors

* Identify potential
investors, promote
the bonds, and
generate interest

Pricing, allocation,
unsold bonds

e Senior and Co-
Managers
collaborate to
determine pricing
and allocation

e Provide input on
market conditions,
investor demand,
and pricing
strategies

e Underwrite unsold
bonds

Secondary market &
competitive bond
underwriting

e After bonds are
issued, members
may continue to
provide support in
the secondary
market

 Assists with trading
activities, liquidity
support, and
market-making

e Competitively bid on
municipal bond
offerings
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Whén do we Issue
bonds?

Determining the timing and need for bonds
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When do we issue
bonds?

When an issuer has determined its capital project needs and when it needs funding it has multiple
planning and timing considerations to keep in mind:

Economic Budget Refunding Property Special Spend-Down
Cycles Cycles Timelines Taxes Revenues Requirement

Market rates Finalized Current Timing of Timing of 2-year
and macro budgets can refundings can coIIectlons and coIIectlons and construction
economic provide a be closed on payment of debt payment of debt spending

indicators can roadmap for within a 9o-day service service exception*

influence timing future bond window of call
of bond issues and needs date IRC Section
Issuances 148(f)(4)(C)

Source: Lesson Title (irs.gov)
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https://www.irs.gov/pub/irs-tege/teb1_lesson5.pdf

Where does the
money come from?

Sources of Bond Debt Repayment
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Sources of Bond
Debt Repayment
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Special
Revenues

Ad Valorem
Revenues

Special
Taxes

Special
Assessments
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Thank You!

Estrada Hinojosa

(305) 507-0100
abadin@ehmuni.com

AT

www.ehmuni.com
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Disclaimer

This document is intended for discussion purposes only and, in conjunction with oral presentations and further negotiations, is subject to the final
terms of definitive transaction related written agreements, if appropriate, and is not a commitment to lend money, underwrite or purchase securities
or commit capital, nor does it obligate this firm to enter into written agreements. Terms and conditions described herein are an indicative summary
which may be amended or replaced by subsequent summaries.

This document is intended for the exclusive use of the entity identified on the cover page hereof or otherwise identified as the recipient by a member
of the firm and may contain information proprietary to Estrada Hinojosa, which by acceptance of this document obligates you to use discretion when
sharing the proposed terms for any prospective transaction. With this communication, Estrada Hinojosa is not assuming the role of your independent
registered municipal advisor and is not attempting to establish a fiduciary relationship with you pursuant to the SEC’s Municipal Advisor Rule. Estrada
Hinojosa is acting in its own interests with a view to underwriting and distributing your municipal securities in an arm's length commercial transaction
and you should discuss any action you intend to take with any and all internal or external advisors and experts that you deem appropriate before acting
on this information or material.

In addition, Estrada Hinojosa does not provide accounting, tax or legal advice and any discussion of such matters herein should not be relied upon by
you as a guarantee or commitment of a specific result should a transaction occur. All numbers and prices discussed herein are preliminary and
indicative of market conditions on the date prepared and do not represent bids or offers, and you should determine, without reliance upon us, the
economic risks and merits as well as the legal and tax consequences of any such transaction, keeping in mind that the results of analyses from any
quantitative model which represent potential future events that may or may not occur, and that may not include every particular material fact related
to a proposed transaction, are by their nature subject to further discussion and examination.

Securities offered through TRB Capital Markets, LLC (d/b/a Estrada Hinojosa) ("Estrada Hinojosa") © Member: FINRA & SIPC.

All rights reserved. No part of this document may be reproduced in any manner without the written permission of Estrada Hinojosa.
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