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Tax Reform’s Potential Impact on Municipal Bonds
The tax reform bill, effective January 1%t, 2018, will impact California school bonds as summarized below:

Provision Description Impact on Municipal Issuers and Market

L Modifies seven brackets .
Individual Income Tax Rates May reduce attractiveness of tax-exempt bonds
(10% - 37%)

$10,000 cap for combination of
State and Local Tax Deduction (SALT) state property tax, income and
sales tax deduction

May induce investors to seek more
tax-exempt bonds in high-tax states

May lower attractiveness of tax-exempt bonds

Corporate Tax Rate Reduces to 21% . - .
for corporations and insurance companies
Eliminates ability to issue QZABs, No changes to subsidy payments for bonds
Tax Credit Bonds CREBs, QSCBs, BABs, and other issued before December 31, 2017; may reduce
tax credit bonds incentive to fund energy efficiency projects

Limits issuers to current refundings; may reduce
feasibility of refundings and encourage use of
taxable bonds or forward delivery structures

Advance Refundings Eliminates tax-ex_empt advance
refundings
Deficit of more than $150 billion in any year may
trigger additional sequestration of Federal
Subsidies for BABs and similar products; may
increase Treasury borrowing needs which may
increase bond interest rates

Estimated to generate $1.5 trillion

e e deficit over the next decade

Impact on K-12 School Bond Issuances

+ Tax credit bonds such as Qualified Zone Academy Bonds (“QZABs”) and Clean and Renewable Energy Bonds
(“CREBs") provide a low or zero interest rate financings for qualified projects

- Since 2008, California K-12 school districts have issued 144 tax credit bonds totaling nearly $6 billion

« Elimination of advance refundings will reduce opportunities for lowering debt service and tax rates on
outstanding bonds which create tax rate capacity for existing and new bond authorizations

e Advance refundings represented a large portion of the total amount of bonds issued by California K-12 school
districts in 2015 and 2016, as shown below

Share of California K-12 Bond Issues by Type
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2017 California K-12 Underwriting Rankings

Stifel is the leading firm providing underwriting services for
school districts in California. Stifel has a dedicated California
School Group with bankers who focus on K-12 finance,
working throughout the State on bond programs and
transactions. Our long-term commitment to school district
finance allows us to have a research team, underwriters,
traders, sales force, and investor client base with expertise in
California school district bonds and financing techniques. In
2017, Stifel served as the underwriter on 120 California
K-12 negotiated financings, nearly twice as many bond
issues as our nearest competitor. Our firm-wide

commitment to the K-12 education sector and our national A:li?r:‘hser

investor distribution is used to the benefit of our clients to 19% \_Morgan
secure the lowest cost borrowings. Stanley
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Disclosure

Stifel, Nicolaus & Company, Incorporated (“Stifel”) has prepared the attached materials. Such material consists of factual or general information (as defined in the
SEC'’s Municipal Advisor Rule). Stifel is not hereby providing a municipal entity or obligated person with any advice or making any recommendation as to action
concerning the structure, timing or terms of any issuance of municipal securities or municipal financial products. To the extent that Stifel provides any alternatives,
options, calculations or examples in the attached information, such information is not intended to express any view that the municipal entity or obligated person
could achieve particular results in any municipal securities transaction, and those alternatives, options, calculations or examples do not constitute a
recommendation that any municipal issuer or obligated person should effect any municipal securities transaction. Stifel is acting in its own interests, is not acting
as your municipal advisor and does not owe a fiduciary duty pursuant to Section 15B of the Securities Exchange Act of 1934, as amended, to the municipal entity
or obligated party with respect to the information and materials contained in this communication.

Stifel is providing information and is declaring to the proposed municipal issuer and any obligated person that it has done so within the regulatory framework of
MSRB Rule G-23 as an underwriter (by definition also including the role of placement agent) and not as a financial advisor, as defined therein, with respect to the
referenced proposed issuance of municipal securities. The primary role of Stifel, as an underwriter, is to purchase securities for resale to investors in an arm’s-
length commercial transaction. Serving in the role of underwriter, Stifel has financial and other interests that differ from those of the issuer. The issuer should
consult with its’ own financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent it deems appropriate.

These materials have been prepared by Stifel for the client or potential client to whom such materials are directly addressed and delivered for discussion purposes
only. All terms and conditions are subject to further discussion and negotiation. Stifel does not express any view as to whether financing options presented in
these materials are achievable or will be available at the time of any contemplated transaction. These materials do not constitute an offer or solicitation to sell or
purchase any securities and are not a commitment by Stifel to provide or arrange any financing for any transaction or to purchase any security in connection
therewith and may not relied upon as an indication that such an offer will be provided in the future. Where indicated, this presentation may contain information
derived from sources other than Stifel. While we believe such information to be accurate and complete, Stifel does not guarantee the accuracy of this information.
This material is based on information currently available to Stifel or its sources and is subject to change without notice. Stifel does not provide accounting, tax or
legal advice; however, you should be aware that any proposed indicative transaction could have accounting, tax, legal or other implications that should be
discussed with your advisors and /or counsel as you deem appropriate.



