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Introduction of Mayor Jorge O. Elorza and City Council
President John J. Igliozzi b

*  Welcome and Introduction of Working Group Members:

* Rico Vota, Deputy Director of Legislative and Intergovernmental Affairs, Governor’s
Designee

e Stephen Whitney, Senate Fiscal Advisor-Senate President’s Designee
e Rep. Camille Vella-Wilkinson (District 21) Speaker of the House Designee

* Councilwoman Helen Anthony, Providence City Councilor, Ward -2 -City Council
President’s Designee

* Pedro Espinal, Providence City Council President-Pro-Tem -City Council President’s
Designee

* Laurie White, President and CEO Greater Providence Chamber of Commerce
* Michael DiBiase, President and CEO Rhode Island Public Expenditure Council
* Cliff Wood, Executive Director, Providence Foundation

* Kristin Fraser, Partner KPMG

* Macky McCleary, Partner innogy Consulting

* Honorable Samuel D. Zurier, Former Providence City Councilperson (Ward 2)



Presenters and Panelists in the Series

CITY OF PROVIDENCE

e Seth Williams, Director Management and Budget Consulting
PFM Group Consulting LLC

* Maureen Gurghigian, Managing Partner, Hilltop Securities, Inc
« Adam S. Krea, Managing Partner, Hilltop Securities, Inc
e Brian Whitworth, CFA Senior Vice-President, Hilltop Securities, Inc.

* Kathleen A. Riley, FSA,MAAA, EA, Senior Vice President and Actuary, Segal
Company

* Eric Bertonazzi, Chairman, Chief Executive Officer and Chief Investment Officer,
Wainwright Investment Counsel, LLC

*  William M. Dolan, Attorney Shareholder
Adler, Pollock and Sheehan P.C.

 Karen S.D. Grande,
Partner Locke Lord LLP



City of Providence Administration and City Council Staff
Providing Support to the Group

* Nicole M. Pollock, Chief of Staff, Mayor’s Office

« Jeff Dana, City Solicitor

* Lawrence J. Mancini, Chief Financial Officer

e James J. Lombardi, Ill, Chief of Staff to City Council and City Treasurer
* Gina M. Costa, Internal Auditor

* Theresa M. Agonia, Chief of External Affairs, Mayor’s Office

* Matthew Shumate, Deputy Chief of Staff, Mayor’s Office

e Sara Silveria, Finance Director

* Krystle Lindberg, Deputy Finance Director and Budget Officer
*  Emmanuel Echevarria, Chief Human Resources Officer

e Kenneth Chiavarini, Senior Deputy City Solicitor
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Overview of Proposed Pension Obligation P
Bond Tra nsa Ction rayomsonee o eorza

* Mayor Jorge O. Elorza
* Lawrence J. Mancini, Chief Financial Officer

Will lead proposed POB transaction presentation, in
conjunction with Hilltop Securities, Inc.



Details of Original POB proposal

CITY OF PROVIDENCE

- The City is proposing a $704M 25-year,
fixed rate Pension Obligation Bond with a

10 -year par call.

Par-call feature allows city the option to refinance in the
future after re-evaluating performance.

— Interest rates between 3.5%-4.25%.

— ARR of 7% over the next five years, dropping to 6.75% for
the remainder of the bond term.

— Historically, the pension has outperformed this projection
(7.6% since inception on 7/1/1996 - roughly the same period
as the term of the bond).



POB Projected Payment Schedule

Fiscal Year Ending

P

MAYOR JORGE O. ELORZA
CITY OF PROVIDENCE

Current Annual Pension Payments Projected Annual POB Pension Payments Differential (dollars)

June 30

2022 $ 93,585,059 $ 84,026,010 $ 9,559,049
2023 $ 98,475,108 $ 86,026,786 $ 12,448,322
2024 $ 103,611,241 $ 88,167,132 $ 15,444,109
2025 $108,806,604 $ 90,373,002 $ 18,433,602
2026 $ 114,268,174 $ 92,646,230 $ 21,621,944
2027 $ 120,009,758 $ 99,098,707 $ 20,911,051
2028 $ 126,045,881 $ 105,720,443 $ 20,325,438
2029 $ 132,391,829 $ 111,311,289 $ 21,080,540
2030 $ 139,063,685 $ 116,942,861 $ 22,120,824
2031 $ 146,078,377 $ 122,611,059 $ 23,467,318
2032 $ 153,013,258 $ 126,807,421 $ 26,205,837
2033 $ 160,767,985 $ 132,558,627 $ 28,209,358
2034 $ 168,921,829 $ 134,315,660 $ 34,606,169
2035 $ 177,495,543 $ 136,115,563 $ 41,379,980
2036 $ 186,510,975 $ 137,964,126 $ 48,546,849
2037 $ 195,991,114 $ 139,853,318 $ 56,137,796
2038 $ 205,960,150 $ 141,790,468 $ 64,169,682
2039 $ 216,443,546 $143,776,302 $ 72,667,244
2040 $ 227,468,099 $ 145,808,963 $ 81,659,136
2041 $ 24,067,987 $ 147,896,625 $ (123,828,638)
2042 $ 24,864,637 $ 150,030,446 $ (125,165,809)
2043 $ 25,687,657 $ 152,219,903 $ (126,532,246)
2044 $ 26,537,918 $ 154,461,905 $ (127,923,987)
2045 $ 27,416,323 $ 156,758,760 $ (129,342,437)
2046 $ 28,323,804 $ 159,117,585 $ (130,793,781)
Total $ 3,031,806,541 $ 3,156,399,191 $ (124,592,650)
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Current pension payments vs.
POB pension payments

MAYOR JORGE O. ELORZA
CITY OF PROVIDENCE

Annual Pension Payments
$240,000,000.00

$180,000,000.00

$120,000,000.00

$60,000,000.00
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MAYOR JORGE O. ELORZA
F PROVIDENCE

Re-sizing of the Proposed Pension
Obligation Bond Transaction

Lawrence J. Mancini, Chief Financial Officer
&
Hilltop Securities, Inc




Pension Obligation Bond
Transaction Goals

Reduce annual payment so
that it is more in line with the
natural growth rate of our
budget and revenues.

Increase the funded ratio as
quickly as possible to get out
of critical status (below 60%)
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Pension Obligation Bond
Transaction Additional

Considerations

City is required to maintain at-
least 95% ADC payment in
accordance with Consent Decree
until 2033

Base-year payment should be
based upon the FY-22 ADC
payment of $93.5 M (Based
upon the July 1,2018 Valuation)

Maintain an annual payment
growth increase of no greater
than 2 percent

CCCCCCCCCCCCCCCC



Comparison of Current Amortization vs. 25 Year Reamortization, No Pension Bond

7% Discount Rate
13 14 15 1& hlrs i8 18 20 21 22 23 24 25
16=14+15 =20+ 16 24 =22-16 25=23-16
Remalning Current

Mo UaL Pmts Debt Servics Year End Year End Diebt Servica 13 Yaar 25 Year, Reamort. Diffarence Diffarenca

FYE POB 25 Years + Jal Pmta Unfunded Actuarial Valus Fundad Employer + Ual Pmta Amortization 3% Increass ws Cument 25 Year, 3% Incr
Jung 30° Dabt Service 3% Trend 7.0% Returns Liablity of Assats Ratlo Hormal Coat + Normal Cost 7.0% Retums 7.0% Returna 13 Year amort Reamortized
2022 - 80,566,759 80,566,759 | 1,240,242,776 410,137,142 | 24.85% 12,935,719 93,502,478 80,208,882 B0,566,759 (357,877) -
2023 - 83,238,038 83238038 | 1,249,861,878 434,154,723 | 25.78% 13 366,037 97,044,532 84,668,614 B83,238,038 1,430,576 -
2024 - 85,931,319 85,931,319 | 1,256,535,767 461,956,002 | 26.88% 13,810,597 100,182,373 89,360,187 85,931,319 3,428 868 -
2025 - 88,509,258 88,509,258 | 1,258,121,496 495,009,736 | 28.24% 14,269 870 103,219,585 94,096,277 BB, 509,258 5,587,019 -
2026 - 91,164,536 91,164,536 | 1,257,240,284 530,693,265 | 29.68% 14,744 338 106,349,331 99,083,379 91,164,536 7,918,843 -
2027 - 93,899,472 93899472 | 1,253,642,111 569,476,300 | 31.24% 15,234,503 104,574,432 104,334,799 93,899,472 10,435,327 -
2028 - 96,716,456 96,716,456 | 1,247,057,129 611,602,049 | 3291% 15,740,881 112,897,794 104,864,543 96,716,456 13,148,087 -
2029 - 99,617,950 99,617,950 | 1,237,194,215 657,283,804 | 34.69% 16,264,009 116,322,415 115,687,364 99,617,950 16,069,414 -
2030 - 102,606,488 102,606,488 | 1,223,739,403 JO7,154,792 | 36.62% 16,604 435 119,851,380 121,818,794 102,606,488 19,212,306 -
2031 - 105,684,683 105,684,683 | 1,206,354,216 761,536,642 | 38.70% 17,362,731 123,487,870 128,275,190 105,684,683 22,590,507 -
2032 - 108,855,223 108,855,223 | 1,1B4,673,871 820,950,054 | 40.93% 17,939,483 126,794,706 135,073,775 108,855,223 26,218,552 -
2033 - 112,120,880 112,120,880 | 1,158,745,819 886,029,487 | 43.33% 18,535,301 130,656,180 142,232 685 112,130,880 30,111,805 -
2034 - 115,484,506 115484506 | 1,127,737,146 958,064,610 | 45.93% 19,150,812 134,635,318 149,771,017 115,484,506 34,286,511 -
2035 - 118,949,041 118,949,041 | 1,091,194,241 | 1,038,076,054 | 48.75% 19,786,663 138,735,704 157,708,881 118,949,041 38,759,840 -
2036 - 122,517,513 122,517,513 | 1,048,628,797 | 1,126834,314 | 51.80% 20,443,524 142,961,036 166,067,452 122,517,513 43,549,939 -
2037 - 126,193,038 126,193,038 999,515,301 | 1,225429,730 | 55.08% 21,122 087 147,315,125 174,868,027 126,193,038 48,675,989 -
2038 - 129,978,829 129,978,829 943,288,334 | 1,334,732,520 | 58.59% 21 823,065 151,801,894 184,137,085 129,978,829 54,158,256 -
2039 - 133,878,194 133,878,194 £79,339,688 | 1,456,103,981 | 62.35% 22 547,195 156,425,389 193,896,350 133,878,194 60,018,156 -
2040 - 137,894,540 137,894 540 807,015,274 | 1,590,291,651 | 66.34% 23,295 241 161,184,781 204,172,858 137,844,540 66,278,318 -
2041 - 142,031,376 142,031,376 725,611,804 | 1,738,550,101 | TO.55% 24 067 987 166,084,363 - 142,031,376 | (142,031,376) -
2042 - 146,292 317 146,292 317 634,373,256 | 1,902,290,566 | T4.99% 24 866,247 171,158,564 - 146,292,317 | (146,292,317) -
2043 - 150,681,087 150,681,087 532 487,068 | 2,082,966,975 | TO.64% 25,690,858 176,371,945 - 150,681,087 | (150,681,087) -
2044 - 155,201,520 155,201,520 419,080,077 | 2,2B1,807.684 | B4.48% 26,542 689 181,744,208 - 155,201,500 | (155,201,520) -
2045 - 159,857,565 159,857,565 193,214,164 | 2,500,228,583 | B9.50% 27,422 632 187,280,197 - 159,857 565 | (159.857,565) -
2046 - 164,653,292 164,653,292 153,881,592 | 2,740,017.749 | 94.68% 28,331,612 192,984,904 - 164,653,292 | (164,653,292) -
2047 - - - - 3,003,174,242 | 100.00%, 29,270,585 29,270,585 - - - -
2048 - - - - 3,122,118,3498 | 100.00%, 30,240,536 30,240,536 - - - -
NPV @ 4% - 1,737,545.424 | 1,737.545424 308,866,430 2,049,560,835 | 1,649,771,464 1,737 545,424 |87,773,960) -
NPV @ 7% - 1,243,209,133 | 1,243,209,133 214,937 901 1,460,828,976 | 1,243,209,133 1,243.209,133 (0 -

Hilltop Securties Inc. is providing the infarmaticn contained in this document for disoussion punposes s firendal advisor to the Crty. Future POB interest rates are dependent upon many factors such as, but not bmited to, interest rate trends, tax rates, supply, changes in
s, rules and regulations, as well as changes in credit quality and rating agency consideations. The effect of such changes in such assumptions may be material and could affect the projected results. These resuits should be viewed with these potential changes in mind
25 well 25 the understanding that there may be intermuptions in the market or no market may exdst at all.

Proceeds of the bonds invested at one or mone retirement systems may have short or long term returns less than the retinement system's expected rate of retum or discount rate. Proceeds imvested at one or more retinement systems may have short or long term returns
iess than the borrowing costs an the bonds, which is referred to 2= “negative arbrtrage”.

Thie proceeds of Pension Obligation Bonds increase assets at retiremaent systems after ssuance and may increase the senstvity of retirement system contribution mtes to rehunns on the retirement system’'s investment partfolio.

Authorization of Bonds The authoritylies) for issuance wary from state to state and sometimes by type of issuer within a state. it & possible that an issuer might rat have or abtain autherization, such a5 ursuccessfully attempting to pursue legislation, cbtain 2 court
walidation, obtain approval by 2 state gowernment department, or seek voter approsal.

Actuarial Changes Even for Pension Obligation Bonds which fully fund the estimated liabilties as of the date of issuance, new liabilities may anse due to factors Induding [but not limited ol actual investment expenence; change in discount rate; or changes in assumed
aractual martality, inflation, salary trend, turnover, or retirement timing.

Columres 15, 17, 18, 15, 20and 22 are taken directly from Segal's 612 & 6142021 Segal Scerarnics



5300 Million Pension Obligation Bond Proceeds, 4.39% All-In TIC, 25 Years, Level Debt Service

7% Discount Rate

13 14 15 18 17 18 13 20 1 24 25
16=14 =15 =20 +16 24 =22 (Pgi]- 16 25=23 (Pg 1) - 16
$300 M Ramalning Dbt Servics Diffarence Diffarencs
POB AL Pmits Debt Sarvice + Jal Pmits Year End Waar End ekt Service POB vs No POB POEB vs No POB

FYE Lawal 25 Yaars = WAL Pmis Annl Growth Unfunded Actuarial Valus | Funded Employer + LAl Prts Currant 25 Yaar, Reamort

Juna 3i0: Dabt Service 3% Trand T.0% Returns Rats Liakdiity of Asasts Ratio Hormal Cost + Hormal Cost 13 Year amort 3% Increass
2022 16,467,405 61,248,954 77,716,355 MNfA 943,606,706 706,773,212 | 42.82% 12,935,719 90,652,078 2,492,523 2,850,400
2023 19,570,554 63,340,699 82,911,293 b.68% 951,779,088 732,237,513 | 43.48% 13,366,037 96,277,330 1,757,322 326,746
2024 19,566,892 B5,437,059 85,003,951 251% 957,484,521 761,007,248 | 44.28% 13,810,597 98,814,548 4,358,237 927,369
2025 19,565,742 67,400,171 85,965,913 231% 958,630,922 794,500,310 | 45.32% 14,269,870 101,235,783 7,130,365 1,543,346
2026 19,566,511 69,422,176 88,988 687 233% 957,894 457 830,039,092 | 46.42% 14,744,338 103,733,025 10,094,692 2,175,849
2027 19,566,584 71,504,841 91,071,425 2.34% 955,084,435 B68,033,975 | 47.61%, 15,234,503 106,305,928 13,263,374 2,828,047
2028 19,570,343 73,649,987 93,220,330 2.36% 949,995,047 908,664,131 | 48.89% 15,740,881 108,961,211 16,644,213 3,496,126
2029 19,570,385 75,859,486 95,429,881 23T% 942 404,257 952,073,762 | S0.26% 16,264,009 111,653,890 20,257,483 4,188,069
2030 19,570,045 78,135,271 97,705,316 2.38% 932,072,611 998,821,585 | 51.73% 16,804,435 114,509,751 24,113,478 4,901,172
2031 19,566,093 80,479,329 100,045,422 2.4i00% 918,741,96 | 1,049,148.893 | 53.31% 17,362,731 117,408,153 28,229,769 5,639,262
2032 19,566,933 82,893,708 102,460,641 2.41% 902,134,117 1,103489.848 | 55.02% 17,939,483 120,400,124 32,613,135 6,394,583
2033 19,570,495 85,380,520 104,951,015 2.43% 882,389,797 | 1,162,385509 | 55.85% 18,535,301 123,486,316 37,281,670 7,169,865
2034 19,569,715 B7,941,935 107,511,650 2.44% 858,776,563 | 1,227,025,194 | 58.83% 19,150,812 126,662,462 42,255,367 7,972 856
2035 19,568,053 90,580,193 110,148,246 2.45% 830,948987  1,298,321.308 | &0.97% 19,786,663 129,934,909 47,560,636 8,800,796
2036 19,568,705 93,297 599 112 866,304 2.4T% 798,535,224 | 1,376,927.888 | 63.29% 20,443,524 133,300,828 53,201,148 9,651,209
2037 19,570,360 96,096,527 115,666,887 248% 761,135,091 [ 1,463,809931 | 65.79% 21,122,087 136,788,974 59,202,140 10,526,151
2038 19,565,470 98,979,423 118,544,893 2.40% 718318020 | 1,559, 702,835 | oRATH 21,823,065 140,367,958 65,592,192 11,433,936
2039 19,566,995 101,948 806 121,515,801 2.51% 669,620,858 | 1665622811 71.33% 22,547,195 144,062,996 72,380,549 12,362,393
2040 19,568,600 105,007,270 124,575,870 2.51% 614,545,513 | 1,782,761.411 | 74.3T% 23,295,241 147,871,111 79,596,988 13,318,670
2041 19,569,173 108,157 4B8 127,726,661 2.53% 552,556,431 1911605474 | 77.58% 24,067,987 151,794,648 (127,726,661) 14,304,716
2042 19,567,600 111,402,213 130,969,813 2.54% 483,077,894 2,053 585928 | 20.96% 24,866,247 155,836,060 (130,969,813} 15,322,504
2043 19,565,360 114,744,279 134,309,639 2.55% 405,491,135 ( 2209962907 | 84.50% 25,690,858 160,000,497 (134,309,639) 16,371,448
2044 19,566,610 118,186,608 137,753,218 2.56% 319,131,237 | 2,3B1,756,524 | 83.18% 26,542,689 164,295,907 (137,753,218) 17,448,302
2045 19,569,740 121,732,206 141,301,946 2.58% 223283817 2570,158,930  92.01% 27,422,632 168,724,578 (141,301,948) 18,555,619
2046 19,568,140 125,384,172 144,952,312 2.58% 117,181,480 ( 2,776,717,861 | 95.95% 28,331,612 173,283,924 (144,952,312) 19,700,980
2047 19,565,430 - 19,565,430 -86.50% - 3,003,174 242 | 100000% 29,270,585 48,836,015 [19,565,430) (19,565,430)
2048 - - - MNfA - 3,122,118,398 | 100000% 30,240,536 30,240,536 - -

NPV 4% | 309,770,856 | 1,323,007,121 | 1,632,777.977 308,866,430 1,941, 644,407 16,993, 487 104,767,447

NPV @ 79| 228,510,411 946,573,062 | 1,175,083,473 214,937,901 1,390,021,374 68,125,660 68,125,660

Hilltop Securities Inc. is prowiding the infarmation contaired in this dooument for disosssion purpases 2= firendal advisor to the Crty. Future POB interest rates are dependent upon many factors such as, but ot imited to, interest rate trends, tax rates,
supply, changes in laws, rules and regulations, 2= wel as changes in credit qualey and rating agency corsiderations. The effect of such changes in such assumgtions may be material and could affect the progected results. These results should be viewed
with these patential changes in mind as well 25 the understanding that there may be interruptions in the market or ro market may exist at all.

Proceeds of the bonds invested at ore or mone retiremsent systems may have short or long term returns less than the retinement system's expected rate of return or discourt rate. Proceeds inwested at ane or more retirement systems may hawve short or
lang term returms bess than the borrowing costs an the bonds, which i referred to as “negative arbitrage®.

The proceeds of Pension Dbligation Bonds increase assets at retirement systems after issuance and may increase the sensitivity of retirement system contribution rates to rehurns on the retirement system’s investment portfolio.

Authorization of Bords The authorityiies) for issuance wary from state to state and sometimes by type of ssuer within a state. It is possible that an issuer might rat have or abtain authorzation, such as ursuccessully attempting 1o pursue kegisltion,
absain a court validation, obtain 2pproval by a state gowemment department, or seek wober approsal.

Actuarial Chamges Even for Pension Obligation Bonds which fully fund the estimated liabilities 25 of the date of Bsuance, new liabilities may arise due to factors induding (but nat limited tol: actual investment expenence; change in discount ate; or
changes in assumed or actual martaley, inflation, salary trend, tumover, o retinement timing.

Columrs 15, 17, 18, 1%, 20 and 22 are taken directly from Segals 67772021 Segal Scenarios



5500 Million Pension Obligation Bond Proceeds, 4.39% All-In TIC, 25 Years, Level Debt Service

7% Discount Rate
13 14 15 18 17 18 13 20 21 24 25
16=14=15 H=20=18 M=22[Pg1)-16 [ 25=23(Pg1}-18
$500 M1 Ramaining Debt Servica Diffarence Difference
POB UaL Pmta Dabt Sarvice + UAL Pmits ‘Yaar End Year End Debt Servica POE va Mo POB POB va No POB
FYE Lawal 25 Yaars = UAL Prots annl Growth Unfunded &ctuarlal Valus | Funded Employar + UAL Pmits Current 25 Yoar, Reamort
Jung 30 Debt Service 3% Trend 7.0% Returna Rata Liabmity of Assets Ratlog Momal Cost + Hormal Coat 15 Year Amort 3% Increase
2022 27 A48 859 48,370,418 75,819,277 N/A 745,849,326 904,530,592 | S4.81% 12,935,719 88,754 996 4,389,605 4,747 482
2023 32,610,764 &0,075,807 82,686,571 9.06% 753,057,228 930,959,373 | 55.28% 13,366,037 96,052 608 1,982,044 551,468
2024 32,614,700 51,774,220 84,388,920 2.06% T5E,117 024 900,374,746 | 55.88% 13,810,597 98,199,517 4,971,268 1,542 400
2025 32,611,055 53,327 446 85,938,501 1.84% 758,970,539 994,160,693 | 56.71% 14,269 870 100,208,371 8,157,777 2,570,758
2026 32,613,966 54,927,270 87,541,236 1.B6% 756,330,572 | 1,029,602,977 | 57.59% 14,744 338 102,285,574 11,542,144 3,623,301
2027 32612338 56,575,088 89,187,426 1.BE% 756,045,985 | 1,067,072,425 | 58.53% 15,234 503 104,421,929 15,147,374 4,712,047
2028 32,615,222 58,272,340 90,887,562 1.91% 751,953,659 | 1,106,705,519 | 59.54% 15,740,881 106,628 443 18,976,982 5,828,895
2029 32,615,360 60,020,510 92,635,870 1.9% JALATT 616 | 1,148600,401 | 60.63% 16,264,009 108,899,879 23,051,494 6,982,080
2030 32,613,165 61,621,126 94,434,291 1.94% 737,626,083 | 1,193,266,113 | 61.B0% 16,804,435 111,238,726 27,364,503 8,172,197
2031 32,611,693 63,675,760 96,287,453 1.96% 727000466 | 1,240,890,393 | 63.06% 17,362,731 113,650,184 31,987,738 9,397,231
2032 32,613,033 65,566,032 98,199,065 1.99% 13,774,281 | 1,291,849.683 | 64.41% 17,939 483 116,138 548 36,674,711 10,656,159
2033 32,613,908 67,553,613 100,167,521 2.00% 605,152,449 | 1,346,622,857 | 65.86% 18,535,301 118,702 822 42,065,165 11,953,360
2034 32,614 403 69,580,221 102,194,624 2.02% 679,460,507 | 1,406,332,250 | 67.42% 19,150,812 121,345 436 47,576,394 13,289,883
2035 32,611,698 71,667,628 104,279,326 2.04% 657,452,151 | 1471818144 | 69.12% 19,786,663 124,065,989 53,429,556 14,669,716
2036 32,612 853 73,817,657 106,430,510 2.06% 631,806,175 | 1,543,656,937 | T0.96% 20,443 524 126,674,034 59,636,943 16,087,004
2037 32,614,013 76,032,187 108,646,200 2.08% 602,214,951 | 1,622,730,071 | T2.93% 21,122 087 129,768,287 66,222 828 17,546,839
2038 32,612,678 78,313,152 110,925,830 2.10% 568,337,810 | 1,700,683,045 | T5.05%) 21,823,065 132,748 895 73,211,256 19,053,000
2039 32,611,738 80,662,547 113,274,285 2.11% 520,808 304 | 1,805,635,365 | T7.31% 22 547,195 135,821 480 80,622,066 20,603,910
2040 32,614,413 83,082,424 115,696,837 2.14% 486,232 340 | 1,911,074,585 | TO.TI 23,2495 241 138,992,078 B8,476,022 22,197,704
2041 32,613,700 85,574,896 118,188,596 2.15% 437,186,181 | 2,026,975,724 | B2.26% 24,067 987 142,256,583 {118,188,596) 23,842,780
2042 32,612,820 £8,142,143 120,754,963 2.17% 382,214,319 | 2,154,449,503 | B4.93% 24 866,247 145,621,210 {120, 754,963) 25,537,354
2043 32612420 90,786,407 123,398,827 2.19% 3N0AIT IR0 | 2,294,626,863 | BT.TIH 25 690,858 149,089 685 {123,398, 827) 27,282,260
2044 32,614,350 93,510,000 126,124,350 2.21% 252498676 | 2,448,389,084 | 90.65%) 26,542 689 152,667,039 {126,124,350) 29,077,170
2045 32,611,080 96,315,300 128,926,380 FIFF 176,663,566 | 2,616,779,161 | 93.68% 27422 632 156,349,012 {128,926,380) 30,931,185
2046 32,610,310 99,204,759 131,815,069 2.204% 92,714,736 | 2,801,184,602 | 96.50% 28,331,612 160,146,681 {131,815,069) 32,838,223
2047 32,614,280 - 32,614,280 -75.26% - 3,003,174,242 | 100.00%, 29,270,585 61,884 865 (32,614, 280) {32,614, 280)
2048 - - NfA - 3,122,118,398 | 100.00%, 30,240,536 30,240,536 - -
NPV @ 4%| 516,281,492 | 1,046,648,256 | 1,562,929,748 308,866,430 1,871,796,178 86,841,716 174,615,676
NPV @ 7% 380848536 TAR 815,684 | 1,129,664,220 214,937,901 1,344,602,121 113,544,913 113,544,913

Hilltop Securities Inc. is prowiding

the information contained in this doosment for discussion purposes as financial adwizor to the City. Future PO#E interest mies are dependent upon many facbors such as, bui not imited ta, inferest mbe trends, tax rates,

supply, changes in kws, nules and regulations, as well a5 changes in credit quality ard rating agency considerations. The effect of such changes in such assumptions may be material ard could affect the projected results. These resuls should be viewed

with these potental changes in mind as well as the understanding that there may be intermaptions in the market or no market may exist at all

Proceeds of the bonds invested at one or more retirement systems may hawe short or long term retums less than the retirement system's expected rate of return or discount rate. Proceeds invested 2t one or mare retirement systems may have shart ar
long term returns less than the borrowing costs on the bonds, which & referred to as “negatree arbitrage®.

The proceeds of Pension Obligation Bonds increase assets a8 retirement systems after issuance and may increase the sensithvity of retirement system contribution rates to returns on the retirement system’s imvestment portfolia.

Authorization of Bonds The autharty{ies) for issusance vary from state to state and sometimes by type of issuer within a state. it is possible that an issser might not have or obtain authonzation, such as unsuccessfully attempting to pursue legislation,

obtain a court validation, abgain approval by a stage government departmient, or seck voter approval

Actuarial Changes Even for Pension Obligation Bonds which fully fund the estimated lebilties as of the date of issuance, new liabilmies may arse due to factors induding {but not limed to): actual ireestment experence; change in discount rate; or
changes in assumed or actual mortality, inflation, salary trend, turnaver, ar retirement timing.
Columns 15, 17, 18, 19, 20 and 22 are taken directly from Segal's 6772021 Segal Scerarnics




Comparison of POB Debt Service + UAL Payments vs. No Pension Bond UAL Payments
4.39% TIC, Lewvel Debt Service, 7% Discount Rate

Ho POB $300MM POB £500MM OB $TO4AMM POB [May 2021)
Differencs’™
25 Y1 Reamortization Diffsrencs’™ Differanca’™ Differanca’”

FYE wa. Current Funded Vs Fundad wa Funded Ve Funded

Jume 30: 13 Year Amort Ratio 25 Year Reamort Ratio 25 Year Reamort Ratio 25 Yaar Reamort ™ Ratio
2022 [357,877) 24.85% 2,850,400 A2 8% 4,747,482 S4.81% 1,421,534 71.00%
2023 1,430,576 25.78% 326,746 A3 48% 551 468 55.28% {3,915, 406) 71.00%
2024 3,428,868 26.88% 927,369 A, 2 8% 1,542,400 S5.BE% (2,059,565) 72.00%
2025 5,587,019 28.24% 1,543,346 A45.32% 2,570,758 56.71% [328,447) 72.00%
2026 7,918,843 29 6E% 2,175,849 A6.42% 3,623,301 57.59% 1,456,375 73.00%
2027 10,435,327 31.24% 2,828,047 4T61% 4,712,047 58.53% 3,306,557 74008
2028 13,148,087 32.91% 3,496,126 A8 89, 5,828,895 59.54% 5.220,367 75,008
2029 16,069,414 34.69% 4,188, 06D 50.26% 6,982,080 60635 7,197,000 76.00%
2030 19,212,306 36.62% 4,901,172 51.73% B,172,197 B1.80% 9,246,315 17005
2031 22,590,507 38.70% 5,639,262 5331% 9,397,231 63.065% 11,366,286 78.00%
2032 26,218,552 A0.93% 6,394,583 55.00% 10,656,159 Bd.41% 13,558,260 79.00%
2033 30,111,805 43.33% 7,169,865 56.85% 11,953,360 B5.BE% 15,829,096 79,008
2034 34,286,511 A45.93% 7,972,856 SE.83% 13,289,883 B7.42% 18,174,064 B0.008
2035 38,759,840 A8.75% B,800,796 60.97% 14,669,716 69.12% 20,599,796 2008
2036 43,549,939 51.80% 9,651,209 63.29% 16,087,004 T0.96% 23,113,183 83,008
2037 48,675,989 55.08% 10,526,151 65.79% 17,546,839 T2 93% 25,707,975 84,008
2038 54,158,256 58.59% 11,433,936 BE.4TH 19,053,000 75055 28,394,193 85,008
2039 60,018,158 B2.35% 12,362,393 T1.33% 20,603,910 T731% 31,167,142 86,008
2040 66,278,318 B6.34% 13,318,670 T43T% 22,197,704 9.7 2% 34,042,459 A7.008
2041 [142,031,378) T0L55%, 14,304,716 TT58% 23 B4Z, TEO B2 26% 37,010,429 B9.008
2042 [146,292,317) 74.99%, 15,322,504 BO.9EH 25,537,354 B4 93% 40,077,101 91008
2043 (150,681,087} T9.64% 16,371,448 B 503 27,282,260 B7.73% 43,250,652 93,008
2044 [155,201,520) B4 48% 17 448,302 BB 18% 29,077,170 90.65% 46,529,921 95.00%
2045 (159,857 ,565) 89.50% 18,555,619 a2.01% 30,931,185 93 68% 49,921,822 97 008
2046 [164,653,292) 94.68% 19,700,980 95.95% 32,838,223 96805 53,428,377 100005
2047 - 100.00% {19,565,430) 1000085 [32,614,280) 100, 00r {45,427, 780) 100005
2048 - 100005 - 100005 - 100.00r - 100005

WP @ a5 (87, 773,960) 104,767,447 174,615,676 231,769,030

NPV @ T [[4]] BE,125 660 113,544 913 141,859,078

Hilltop Seoarities Inc. & providing the information contained in this doosment for discussion purposes 2 financial advisor to the City. Future POB interest rates are dependent upon many factors such as, but nat limited 1o,
nterest rate trends, tax rates, supply, changes in krws, rules and regulations, as well 2= changes in credit guality and rating agency considerations. The effect of such changes in ssch asssmptions may be material and could
affect the projected results. These resubts should be wiewed with these potential changes in mind as well as the understanding that there may be Interruptions in the market or no markes may exist at all.

Proceeds of the bonds imeested at one or more retirement systems may have short ar kong term returns less than the retirernent system's expected rate of refurn or discount rate. Proceeds invested at ane or mone retinement
Fysterms may have short or long term returns bess than the bomrowing oosts on the bonds, which is referred to as “negatiee arbitrage”.

The jproceeds of Pension Obligation Bonds inorease assets at retirement systems after issuance and may increase the sensithvity of retirement system contribution rates to retumns on the retirement system's investment
partfolio.

Authorization of Bonds The autharty(ies] for issuance vary from state to state and sometimes by type of issser within a state. it & poassible that an issuer might not bave or obtain authorization, such as unsscoesshully
aftempting to pursue legislation, abtain 3 cowrt validation, obiain approval by a state gowernment department, or seek woter approsal.

Actuarial Changes Even for PFension Dblgation Bonds which fully fund the estimated liabilities 2= of the date of ismsance, ne'w liabilties may arise due 1o factors incduding (but not imited tof achsal investment experience;
change in discount rate; or changes in assumed or actual mortality, inflation, salary trend, hemaower, of retremient iming.

{1} Pasitve numbers refiect a lower total paymeent while negatrse numbers refiect higher annual payment

{2} Miate: Mot direct comparison. At the time of the May analysis, the 25-year Reamortization assumed 2% rise in annual UAL contributions; Segal has since revised this trend to 3% Maone of the Segal scenarios for the base
case 5704 million match all the assumptions in the current revised 5300 million and 5500 millon scenarios.
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Funded Ratio Comparison at Various POB Amounts
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Pension Obligation Bond

Safeguards

Capping city normal cost
contributions to limit/prevent
future changes/increases in
benefits, when future funding
stability occurs.

Seek voter approval of POB
transaction to provide further
assurances to General
Assembly and local elected
and public officials and public
interest stakeholders.

oooooooooooo
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