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Market Update
|



Historic AAA MMD Interest Rates
]

AAA Municipal Market Data ( “MMD”) during the past 5 years
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Municipal Yield Curve Comparison
|

AAA MMD curves during the past 7 years
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Moderately Improved Tax-Exempt Market Efficiency
|

20-Year Build America Bonds & Tax-Exempt Bonds 02/22/10
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The Treasury Curve is Becoming Moderately Steeper
|

Treasury Yield Curves

02/22/10
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Maturity (Years): 1 2 3 5 7 10 12 15 20 25 30
High Yield 6.44 6.93 6.88 6.83 6.83 6.57 6.54 6.49 6.41 6.33 6.25
High Date 05/15/00 05/18/00 05/18/00 05/08/00 05/18/00 05/08/00 05/08/00 05/08/00 05/08/00 05/08/00 05/08/00
Low Yield 0.26 0.65 0.88 1.26 1.59 2.08 2.13 2.19 231 2.42 253
Low Date 12/01/09 12/16/08 12/16/08 12/18/08 12/18/08 12/18/08 12/18/08 12/18/08 12/18/08 12/18/08 12/18/08
Average Yield 2.93 3.20 3.43 3.86 4.17 4.42 4.47 4.54 4.66 4.78 4.91
Current Yield 0.37 0.91 1.48 2.47 3.25 3.80 3.89 4.03 4.27 4.50 4.73




Legislative Update and Financing Options
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Statutory Debt Limit
|

2008 Equalized Assessed Valuation 4,617,764,493
6.9% Statutory Debt Limit 6.90%
Gross Debt Limit 318,625,750
Less Debt Outstanding: 32,045,424
Net Debt Limit 286,580,326




Working Cash Fund Debt Limit

2008 Equalized Assessed Valuation 4,617,764,493
Maximum Education Fund Tax Rate 3.50%
Subtotal 161,621,757

Plus Corporate and Personal Property

Replacement Taxes 1,640,192
Subtotal 163,261,949
Times 85% 85%
Gross Working Cash Fund Bond Limit 138,772,657
Less: Outstanding Working Cash Fund Bonds (32,045,424)
Net Working Cash Fund Bonding Limit 106,727,233




Public Act 96-0501 Debt Service Extension Base
e

* In 1994 issuers affected by the Property Tax Limitation Law were allowed to continue to
issue non-referendum bonds such as life safety, working cash and funding bonds as long as
the debt service payments did not exceed the 1994 tax levy for debt service. For the
District, that amount was $4,893,766.

*Public Act 96-501 provides that starting in the year 2009, the debt service extension base
must be increased each year by the lesser of 5% or the CPI for the prior calendar year. This
will allow school district to issue a greater amount of non-referendum bonds including life
safety bonds, working cash fund bonds and funding bonds within their respective statutory
limits.

» Due to the difficulty of estimating the CPI into the future, issuers must pledge additional
funds to the repayment of the bonds just in case the CPI is less than anticipated.

* Itis important to be conservative with the assumption of future CPI increases. In the
following example we have estimated future CPI at 1.5% for 2011 and thereafter. The CPI
for 2010 levy year is 2.70%.
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Public Act 96-0501
e

Bond Counsel and Rating Agency developing positions on Public Act 96-050 1

1. Chapman and Cutler have determined that they will not depend on the County Clerk to
abate any levy that is in excess of the CPI increase that actually materializes in future
years — so they will only allow levies in the amount of the current DSEB (incorporating
most recent CPI information). Then the District will need to approve a supplemental
bond levy concurrently with its operating levy annually.

2. Standard and Poor’s (S&P) have concluded that if future debt base increases are
pledged to the repayment of bonds, then if the debt base CPI estimate is wrong in future
years, the District will need to pay debt service from operating funds or funds on hand in
the debt service fund. Therefore, they are “notching” the bond rating one grade lower.
So for example, if the District had an “A+” rating from S&P, the rating using future DSEB
increases would be “A”, similar to their policy on operating fund debt service.

3. Moody’s so far, does not notch the bond rating on issues that assume a conservative
increase in CPI.

4. The only bond insurance company still viable, Assured Guaranty/FSA, requires that
upon issuance, the debt service on the bonds does not exceed the DSEB. If insurance
IS required, the District will not be able to take advantage of future increases in CPI with
the Debt Base.

5. Prior insurance commitments with Assured Guaranty/FSA may need to be amended or
the bonds refunded.
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Working Cash Fund The Internal Bank Account
[

*  The working cash fund is meant to act as an internal bank to provide cash flow between
cash collections.

» The District NEEDS operating fund balances in order to avoid short term borrowing for
paying bills in between tax collections.

* The District’'s major revenue source — property taxes — are collected in March and the
following September. However, the September tax distribution is later each year due to
assessment objections in Cook County.

» Last year the fall distribution was December 3, 2009. This year it could be as late as
January or February 1st of 2011!

* Inorder to avoid short term borrowing, many school district set an operating fund
balance target of 30% to 50% fund balance as a percentage of expenditures.

»  The working cash fund balance is part of the operating fund balance and should not be
permanently transferred to the operating funds and spent. Instead, it should be loaned
to the most needy fund(s), then repaid prior to the end of the fiscal year.

*  When the working cash fund balance is not loaned to other funds, it earns interest. The
Interest earnings can be a source or revenue to the operating funds and can be
transferred (abated) annually.

* Inthe following options, we have assumed that $10M of the bond issue is for working
cash fund purposes to increase the operating fund balances.

WM (@ézm & %Wm%ﬁ 12



Currently Outstanding Limited Tax Bonded Debt Service
-

Equalized Debt Service Total Existing Remaining Tax Rate
Tax Assessed %o Extension Base % Increase Series 2000 Series 2001 Series 2006 Non-Referendum Deht Service for Deht
Year Valuation Change (1994 Levy) in CPI Debt Service Debt Service Debt Service Deht Service Capacity Service
2009 4.386,576,268 -5%% 4,895,660 0.1% 4495000 390,850 4,885 850 12,810 011
2010 4,825,563,895 10945 5,030,524 2.7 585,000 3,910,000 390,850 4,885 850 145,074 n.1o
2011 4,873,819,534 1% 5,106,387 1.5% 4,495,000 390,850 4,885 850 220,537 n.1o
2012 4922 557 F29 1% 5,182,983 1.5% 4495000 390,850 4. 885 850 207133 n.1o
2013 5414813502 10%% 5,260,728 1.5% 4495000 390,850 4. 885 850 374,878 009
2014 5468961,637 1% 5,339 630 1.5% 4495000 390,850 4. 885 850 453789 009
2015 A523651,254 1% 54197353 1.5% 4495000 390,850 4. 885 850 533,883 009
2016 6,076,016,379 10945 5,501,029 1.5% 4,495,000 390,850 4,885 850 615,179 n.0s
2017 6,136,776,543 1% 5,583,545 1.5% 4,495,000 390,850 4,885 850 697,695 n.0s
2018 6,158,144,308 1% 5,667 298 1.5% 4,495,000 390,850 4,885 850 TELA48 n.0s
2019 6817958739 10945 5,752,308 1.5% 4,495,000 390,850 4,885 850 866,458 0.07
2020 A,886,138,327 1% 5,838,592 1.5% 3,400,850 3,400,850 2437742 0.0
2021 6,954,999 710 1% 5,926,171 1.5% 3407440 3407 440 2518731 0.0
2022 TAS0499 681 10%% 6,015,064 1.5% 3,402,130 3,402,130 2,612,934 004
2023 FFET 004,678 1% fi,10%,290 1.5% f,10%,290 -
2024 FED4, 2745 1% 6,196,869 1.5% 6,196,869 -
2025 B584,702,197 10945 6,289 822 1.5% 6,289,822 -
2026 BET0,549.2159 1% 6,384,169 1.5% 6,354,169 -
2027 BTAT 254711 1% 1,479 952 1.5% 6,479,952 -
2028 8844 527 258 1% 6,577,131 1.5% 6,577,131 -
Total " $5,080,000 $44,365,000 " $14,509,770 $63,954,770
13



Currently Outstanding Bonded Debt Service
-

Community Consolidated School District Number 15 (Palatie)
Summary of Outstanding Limited Tax Bond Debt Service
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Structure to Achieve Maximum Limited Tax Bond Proceeds

Series 2010A Taxable
General Obligation
Limited Tax Bonds

Series 2010B General
Obligation Limited Tax
Refunding Bonds (Tax-

Series 2010C Taxable
General Obligation
Limited Tax Bonds

purposes for cash
flow

Exempt) (Build America Bonds)

Refunding | 8§ None 8 Refunding of a 8 None

portion of the Series

2001 Bonds to “make

room” for interest on

the new bonds
New 8§ $10 million for 8 None 8 $15.9 million for
Money working cash working cash

purposes for capital
projects




Tax-Exempt vs. Build America Bond Yields
-

Series 2010 Bonds

Community Consolidated School District Number 15

Market Conditions as of February 23, 2010

Tax-Exempt vs. BABs Pricing Analysis

Maturity T.E. Scale Taxable Scale Net Scale Result

12/1/2021
12/1/2022
12/1/2023
12/1/2024
12/1/2025
12/1/2026
12/1/2027
12/1/2028
12/1/2029

4.99 3.24 BABs
5.14 3.34 BABs
5.29 3.44 BABs
5.44 3.54 BABs
5.54 3.60 BABs
5.63 3.66 BABs
5.73 3.72 BABs
5.83 3.79 BABs
5.93 3.85 BABs

Both Scales Assume 10-Year Par Call




Option I: Maximum Limited Bond Proceeds with Refunding: $25.9M
($10M Working Cash for Operations/$15.9M for Capital)

Series 20104 Series 2010B Series 2010C

Equalized Debt Service Total Existing $10M Taxable Less: T/E = Tax-Exempt $15.9M Build Less: Less: Remaining Tax Rate

Tax Assessed %  Extension Base % Increase Non-Referendum New Money  Refunded Refunding America 35% Cap-I and Total Net Debt Service for Deht
Year Valuation  Change (1994 Levy) in CPI Debt Service Bonds Bonds Bonds Bonds Subsidy Funds on Hand Debt Service Capacity Service
2008 4617764493 6% 4,893,766 4,888,850 4,888,850 4,916 0.11
2009 4,386,876,268 5% 4,898,660 0.1%" 4,885,850 363,308 264,960 645417 (225,296) (1,034,979} 4,898,660 (1)} 0.11
20010 4,825563,895 10% 5,030,924 2% 4,885,850 544962 (1,430,000 397440 968,126 {338,844) 5,027,534 3,390 0.10
2011 4,373,819,534 1% 5,106,357 15w 4,385,850 544,962 (1,355,000 397440 968,126 (338,844) 5,102,534 3,854 0.10
20012 4922557729 1% 5,182,983 15" 4,885,850 544 962 (1,275,000 397440 968,126 {338,844) 5,182,534 443 0.11
2013 5414813502 10%% 5,260,728 L5 4,385,850 544,962 (1,200,000 397440 968,126 (338,844) 5,257,534 3,194 0.10
2014 5468961637 1% 5,339,639 15" 4,585,850 544 962 (1,120,000 397440 968,126 {338,344) 5,337,534 2,105 0.10
2015 5523,651,254 1% 5419733 L5 4,385,850 544,962 (1,040,000 397440 968,126 (338,844) 5417534 2,200 0.10
2016 6,076,016,579 10%% 5,501,029 159" 4,585,850 544 962 {960,000) 397440 968,126 {338,344) 5497 534 3496 0.08
2007 6,136,776,543 1% 5,583,545 15w 4,885,850 544962 (875,000} 397440 968,126 (338,844) 5,582,534 Lo11 0.09
20018 6,198,144,508 1% 5,667,298 159" 4,885,850 544 962 {795,000) 397440 968,126 {338,844 5,662,534 4,764 0.08
2018 A,817958,739 10%% 5,752,308 L5 4,885,850 544962 {710,000} 397440 968,126 {338,844) 5747534 4777 0.08
20200 6,386,138327 1% 5,838,592 159" 3,400,850 1,409,962 397440 968,126 {338,344) 5,837,534 1,058 0.08
2021 6,954,999,710 1% 5,926,171 L5 3407440 1,491,799 397440 968,126 {338,844) 5,925,960 211 0.09
2022 7650499681 10% 6,015,064 159" 3,402,130 1,585,913 397440 968,126 {338,344 6,014,764 299 0.08
2023 7727004678 1% 6,105,230 1.5% 5,075,871 397440 968,126 {338,844) 6,102,593 2697 0.08
2024 304,274,725 1% 6,196,369 1.5% 2,591,007 2,972,440 968,126 (338,344) 6,192,729 4,140 0.08
2025 B.584,702,197 10% 6,289,822 1.5% 5,655,578 968,126 {338,844) 6,284,859 4,963 0.07
2026 5670549219 1% 6,334,169 1.5% 1,517,565 5,203,126 (338,844) 6,331,347 2,322 0.07
2027 8757254711 1% 6,479,932 1.5% 6,730,461 {253,911) 6,476,549 3,383 0.07
2028 B.344,827.258 1% 6,577,131 1.5% 6,705,369 (131,379 6,573,930 3141 0.07

Total $63,954,770 $17967479 ($10,760,000) $15.974,703 $34,774,389 ($6.371,536)  ($1.034,979) $114,504,825
All-in TIC: 5.519% 4.343% 3.895%
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Option I: Maximum Limited Bond Proceeds with Refunding: $25.9M
]




Option I: Financing Considerations
-

8 Currently, school districts can only extend debt for 20 years.

8 The majority of the District’s debt base is used through levy year 2019. Therefore, a
refunding of the Series 2001 Bonds will be necessary to make room for the new bonds under
the DSEB.

8 The BABs subsidy is pledged to the repayment of the Series 2010C Bonds, making the net
interest cost to the District 3.89% for twenty year bonds.

8 If the District extends non-referendum debt service for the maximum term, the debt base will
not be available until levy year 2029, except for growth over the 1.5% assumed increase from
CPlI in the future.
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Option I-A: Maximum Limited Bond Proceeds with Refunding: $32.4M
($10M Working Cash for Operations/$22.4M for Capital)

20



Option I-A: Maximum Limited Bond Proceeds with Refunding: $32.4M

($10M Working Cash for Operations/$22.4M for Capital)
|




Option I-A: Financing Considerations
-

8 Future CPI assumption 25% - historical average is 2.5%, however, if future CPI is less, bond
debt service will need to be paid with operating funds.

8 Currently, school districts can only extend debt for 20 years.

8 The majority of the District’s debt base is used through levy year 2019. Therefore, a
refunding of the Series 2001 Bonds will be necessary to make room for the new bonds under
the DSEB.

8 The BABs subsidy is pledged to the repayment of the Series 2010C Bonds, making the net
interest cost to the District 3.89% for twenty year bonds.

8 If the District extends non-referendum debt service for the maximum term, the debt base will
not be available until levy year 2029, except for growth over the 1.5% assumed increase from
CPlI in the future.
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Option II: Maximum Limited Bond Proceeds with Refunding: $22.1M
($10M Working Cash for Operations/$12.1M for Capital) BABs Subsidy Not Pledged to De
|
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Option Il: Maximum Limited Bond Proceeds with Refunding: $22.1M

($10M Working Cash for Operations/$12.1M for Capital) BABs Subsidy Not Pledged to De
|




Option Il: Financing Considerations
-

8 Currently, school districts can only extend debt for 20 years.

8 The majority of the District’s debt base is used through levy year 2019. Therefore, a
refunding of the Series 2001 Bonds will be necessary to make room for the new bonds under
the DSEB.

8 The BABs subsidy is NOT pledged to the repayment of the Series 2010C Bonds, making the
net interest cost on taxable twenty year bonds 5.98%. The BABs subsidy instead is
deposited into the operating funds — O&M fund for example, as an additional revenue source.

8 If the District extends non-referendum debt service for the maximum term, the debt base will
not be available until levy year 2029, except for growth over the 1.5% assumed increase from
CPI in the future.

25



Proposed Financing Schedule
-




Proposed Financing Schedule (continued)
-




