COMMONWEALTH OF VIRGINIA
VIRGINIA PUBLIC SCHOOL AUTHORITY (VPSA)
Board of Commissoners Mesting
Spring Board Meeting — July 8, 2009, 2:00 p.m.
Treasury Board Conference Room, Third Floor
James Monroe Building
101 North 14™ Street, Richmond Virginia

Members Present: James M. Holland, Chairman
Manju S. Ganeriwda
David A. Von Mall
Kent C. Dickey, designee for Petricia Wright
Woodrow Mullins, Jr.
Brenda L. Skidmore

Members Absent: Kanchana Thamodaran

Hady Amr

Others Attending: Arthur Anderson McGuire Woods
Suzanne Long McGuire Woods
Sean Eikert BB&T Capital Markets
Jay Conrad BB&T Capital Markets
Stephanie Hamlett Office of the Attorney Generd
Evie Whitley Department of the Treasury
Richard Davis Department of the Treasury
Connie Vaughan Department of the Treasury

Call to Order and Public Comment

Chairman Holland called the meeting to order a 2:03 P.M. He stated the first order of business was to
provide an opportunity for public comment. There were no public comments.

Approval of Minutes

Chairman Holland asked for amotion for gpprova of the minutes of the March 26, 2009 Board
meeting. Mr. Von Moll moved to adopt the minutes of the March 26, 2009 mesting as presented; Ms.
Ganeriwaa seconded, and the motion carried unanimoudy.

American Recovery and Reinvestment Act of 2009 Overview

Mr. Davis stated that, as aresult of the passage of Federa stimulus legidation (the American Recovery
and Reinvestment Act of 2009 (ARRA)), additiond tax-credit bond capacity is avallable for school



congtruction and renovation. The Act expands Qudified Zone Academy Bond program (QZABS) from
atota of $400 million annudly to $1.4 billion for each of cdendar years 2009 and 2010. It also
created a new program for financing public school construction and authorized $22 hillionof Qudified
School Congtruction Bonds (QSCBs) for the first time. He stated that both new bonding programs
provide afederd tax credit to bond holdersin lieu of interest thus creating an interest free borrowing
opportunity. He stated that QZABs provide tax financing primerily for digible school renovation
projects and may not be used for new congtruction. However, the new QSCB program provides
interest free borrowing for digible new construction as well as renovation.

Mr. Davis dtated that the decisons for the use of the available QSCB dlocations authorized by the
ARRA had been delegated to each state. Mr. Davis explained that Governor Kaine had requested that
projects on the Department of Education’s Literary Fund Firgt Priority Waiting List be the initid group
of projects to be considered.

Arthur Anderson from McGuire Woods, Bond Counsdl for the Authority, provided an overview of tax-
credit bonds and explained how they differ from the bonds typicaly issued by the Authority. He stated
they were taxable bonds, however the bondholder is granted an annud credit againgt their federd
income tax liability. Mr. Anderson stated that tax credit bonds benefit bondholdersin lower tax
brackets aswell asthosein high tax brackets. He noted that the program provided a 2% cost of
issuance limit for bonds issued

Jay Conrad from BB& T Capitd Markets, Financid Advisor for the Authority, distributed and reviewed
acomparison of the current 1997 Resolution Program utilizing tax exempt bonds versus the new tax
credit bond programs (Attachment A).

Discussion ensued and Bond Counsel and the Financial Advisor addressed various questions that Board
members had concerning the structure of the new programs. It was the genera consensus that, not
previoudy having completed afinancing with the new tax-credit bonds authorized by the ARRA, many
details would have to be worked out and research done on how to best take advantage of the QZABs
and QSCBs products.

Chairman Holland moved that staff proceed, with the assistance of the Financid Adviser and Bond
Counsd, with the development of a school tax credit bond program utilizing Quaified School
Congtruction Bonds and Quaified Zone Academy Bonds and delegate to the State Treasurer the
authority to approve the fina details of the program; Mr. Von Moll seconded and the motion carried
unanimoudy.

Mr. Davis explained that staff would need to issue a Request for Proposal to solicit an underwriter(s)
for thefinanang. Ms. Ganeriwala moved the delegation to the State Treasurer for the selection of an
underwriting team composed of quaified investment banking firms with experience involving taxable tax-
credit bond transactions; Ms. Skidmore seconded and the motion carried unanimoudly.



Consder ation of a Reimbur sement Resolution for Tax Credit Bond Proceeds

Mr. Anderson stated the Board' s approva was being requested to adopt a Resolution declaring the
officid intent of the VPSA to reimburse expenditures with the proceeds of the tax credit bonds. Ms.
Skidmore moved the adoption of Resolution No. 09-03, a Resolution declaring the officid Intent of the
Virginia Public School Authority to reimburse expenditures with the proceeds of School Tax Credit
bonds (Attachment B); Ms. Ganeriwala seconded and the motion carried unanimoudy as shown below:

YEAS: James M. Holland, Chairman
Woodrow Mullins, J., Vice Chairman
Manju S. Ganeriwda
David A. Von Mall
Kent C. Dickey, designee for Patricia Wright
Brenda L. Skidmore

NAYS: None

Other Business

Resaults of Sale and Final Financing Summary

Spring 2009 B Pooled Bond Sale— Mr. Davis reviewed the Find Financing Summary for the
$200,435,000 School Financing Bonds (1997 Resolution) Series 2009 B and stated the true interest
cost was 3.688395%.

Educational Technology Notes Series| X — Mr. Davis reviewed the Find Financing Summeary for
the $55,395,000 School Educational Technology Notes Series |X and stated the true interest cost was
1.599627%.

Discuss next meeting date and Adjourn

Mr. Davis stated the next meeting of the Board was tentatively scheduled for September 10, 2009 in
order to approve the issuance of the tax credit bonds as well asthe regular fal pool sde. At 3:20 P.M.,
there being no further business to be brought before the Board, Mr. Mullins moved that the Authority
adjourn; Ms. Ganeriwaa seconded and the motion carried unanimoudly.

Respectfully submitted,

Richard A. Davis
Assgtant Secretary



ATTACHMENT A



Comparison of Virginia Public School Authority 1997 Resolution Programs

School Financing (Pool) Bonds vs Qualified School Construction (Tax Credit) Bonds

VPSA
Pool Bonds

Federal/VPSA
QSCB

Security (Bond) Structure

Tax Treatment
(for Investor/Holder)

Determination of
Interest Rate/Tax Credit

Principal Structure

Use of Proceeds

Proceeds governed by
Federal Tax Requirements

Spend Down Provision

"Refund" Interim Loans
S

Conform w/Davis-Bacon
(Federal prevailing wages)

Treasury Direct Website

Principal & Interest

Interest
Tax-Exempt

Market Determined
{based on AA+ VPSA Rating)

Determined by Locals
amortizing maturities
(20-25 yrs typical)

"unlimited" w/regard to
project, reserves,coi etc

Yes

Max 3yr temporary period
wieamings restricted
thereafter

Yes

www .treasurvdirect.gov/govi/rates/rates _irstch.htm

Principal & "Tax-Credit"
{(federal tax-credit = interest)

Tax Credit
Taxable

Set by Feds
(based on A-BBB corp credit)

Set by Feds
bullet maturity
(currently 135 yrs - July 6)

100% to project after
(up t0) 2% coi limitation

Yes

Max 3yrs. Violation
results in mandatory bond
rederoption

Possibly Yes #%%
for loans settled after 7/8/09,
otherwise, No.

Yes

wEE Guidance expected from IRS this week.

BB&T Capital Markets




Comparison of
VPSA Pool Bond vs. VPSA QSCB
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Fiscal VPSA Sinking Earnings
Year Principal Interest Total QSCB Faed Payments® 0.00% Total®
2010
2011 375,000 320,833 695,833 - 500,000 - 500,000
2012 375,000 277,500 652,500 - 500,000 - 500,000
2013 375,000 262,500 637,500 - 500,000 - 500,000
2014 375,000 247,500 622,500 - 500,000 - 500,000
2015 375,000 232,500 607,500 - 500,000 - 500,000
2016 375,000 217,500 562,500 - 500,000 - 500,000
2017 375,000 202,500 577,500 - 500,000 - 500,600
2018 375,000 187,500 562,500 - 500,000 - 500,000
2019 375,000 172,500 547,500 - 500,000 - 500,000
2020 375,000 157,500 532,500 - 500,000 - 500,000
2021 375,000 142,500 517,500 - 500,000 - 500,000
2022 375,000 127,500 502,500 - 500,000 - 500,000
2023 375,000 112,500 487,500 - 500,000 - 500,000
2024 375,000 97,500 472,500 - 500,000 - 500,000
2025 375,000 82,500 457,500 7,500,000 500,000 - 500,000
2026 375,000 67,500 442,500 - - - -
2027 375,000 52,500 427,500 - - - -
2028 375,000 37,500 412,500 - - - -
2029 375,000 22,500 397,500 - - - -
2030 375,000 7,500 382,500 - - - -
Total 7,500,000 3,028,333 10,528,333 7,500,000 7,500,000 - 7,500,000

1 Local Repayment @ 4.05%

2 Will be reduced by eamings on sinking fund as required by Tax Code

3 Will be paid Annually

BB& Capital Markets
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Department of the Treasury
Bureau of the Public Debt
Qualified Tax Credit Bond Rates

Section 54A of the Internal Revenue Code (IRC) provides rules for the issuance
and use of qualified tax credit bonds including new clean renewable energy bonds,
qualified energy conservation bonds, gualified zone academy bonds, and qualified
school construction bonds. For rates on clean renewable energy bonds issued under
Section 54 of the IRC, check our CREB pagde.

Historical Rates from April 01, 2009 to July 06, 2009

Date Rate Maturity PIFY* Date Rate Maturity PSFY*
04/01/2009 7.64% 14 yrs 5.02% 05/13/2009 7.63% 15 vyrs 4.,98%
04/02/2009 7.57% 14 yrs 5.02% 05/20/2009 7.65% 15 yrs 4.98%
04/03/2009 7.66% 14 yrs 5.02% 05/21/2009 7.58% 15 yrs 4.98%
04/06/2009 7.75% 14 yre 5.02% 05/22/2009 7.75% 15 yrs 4.98%
04/07/2009 7.83% 14 yrs 5.02% 05/26/2009 7.71% 15 yrs 4.98%
04/08/2009 7.82% 14 yrs 5,02% 05/27/2009 7.77% 15 yrs 4.98%
04/09/2009 7.75% 14 yrs 5.02% 05/28/2009 7.97% 15 yrs 4.98%
04/10/2009 7.75% 14 yrs 5.02% 05/29/2009 7.20% 15 yrs 4.98%
04/13/2009 7.95% 14 yrs 5.02% 0s6/01/2009 7.63% 16 yrs 4.656%
04/14/2009 7.89% 14 yrs 5.02% 06/02/2009 7.88% 16 yrs 4.66%
04/15/200¢9 7.82% 14 yrs 5.02% 06/03/2009 7.82% 16 yrs 4.66%
04/16/2009 7.83% 14 yrs 5.02% 06/04/20009 7.73% 16 yrs 4.66%
04/17/2009 7.90% 14 yrs 5.02% 06/05/2009 7.89% 16 yrs 4.66%
0a/20/2009 7.98% 14 vyrs 5.02% 06/08/2009 7.87% 16 yrs 1.66%
04/21/2009 7.87% 14 yrs 5.02% 06/09/200%9 7.90% 16 yrs 4.66%
04/22/2008% 7.92% 14 yrs 5.02% 06/10/2009 7.88% 16 yrs 4.66%
04/23/2009 7.98% 14 vyrs 5.02% 06/11/2009 7.98% 16 yrs 4.66%
04/24/2009 7.94% 14 vrs 5.02% 06/12/2009 7.90% 16 yrs 4.66%
04/27/2009 7.89% 14 yrs 5.02% 06/15/2009 7.59% 16 yrs 4.66%
04/28/2009 7.82% 14 yre 5.02% 06/16/2009 7.54% 16 yrs 4.66%
04/29/2009 7.92% 14 yrs 5.02% 06/17/2008 7.43% 16 yrs 4.66%
04/30/2009 7.96% 14 yrs 5.02% 06/18/200% 7.43% 16 yra 4,66%
05/01/2009 8.05% 15 yrs 4.98% 0E€/19/2009 7.59% 16 yrs 4.66%
05/04/2009 7.99% 15 yrs 4.98% DE/22/2009 7.41% 16 yrs 4.66%
05/05/2009 7.96% 15 yrs 4.98% 06/23/2009 7.32% 16 yrs 4.66%
05/06/2009 7.97% 15 yrs 4.98% 06/24/2009 7.23% 16 yrs 4.66%
05/07/2009 7.97% 15 yrs 4.,98% 06/25/2009 7.29% 16 yrs 4.66%
05/08/2009 8.10% 15 yrs 4.98% 06/26/2009 7.16% 16 yrs 4.66%
05/11/2009 7.90% 15 yrs 4.98% 06/29/2009 7.08% 16 yrs 4.66%
0s5/12/200% 7.79% 15 yrs 4.98% 06/30/2009 7.08% 15 vyrs 4.66%
05/13/200% 7.77% 15 yrs 4,98% 07/01/2009 7.05% 15 yrs 4.71%
05/14/2009 7.69% 15 yrs 4.98% 07/02/2009 7.06% 15 yrs 4.71%
05/15/2009 7.68% 15 yrs 4.98% 07/03/2009 7.06% 15 y¥s 4,71%
05/18/2009 7.55% 15 yrs 4.,98% 07/06/200% 7.07% 15 vyrs 4.,71%

+permitted Sinking Fund Yield - The maximum permitted yield for the sinking fund
expected to be used to repay the issue under section 542 {d) (4) (C) of the IRC. The
permitted sinking fund yield is equal to 110% of the long-term adjusted applicable
federal rate (AFR}, compounded semiannually. The permitted sinking fund yield is
updated monthly.

httos://www.treasurydirect. gov/SZ/SPESRates 77712009




ATTACHMENT B



Resolution No. (9-03

VIRGINIA PUBLIC SCHOOL AUTHORITY
A RESOLUTION DECLARING THE OFFICIAL INTENT OF
THE VIRGINIA PUBLIC SCHOOL AUTHORITY
TO REIMBURSE EXPENDITURES WITH THE
PROCEEDS OF SCHOOL TAX CREDIT BONDS

WHEREAS, certain counties, cities and towns (the "Localities") within the
Commonwealth of Virginia have determined that it is necessary to undertake and finance
capital projects for public schools (the "Projects™); and

WHEREAS, the Virginia Public School Authority ("VPSA") intends to issue
qualified tax credit bonds in the forms of qualified zone academy bonds and/or qualified
school construction bonds ("School Tax Credit Bonds") under Sections 54A, 54E and
54F of the Internal Revenue Code of 1986, as amended (the "Tax Code"), and to apply
the net proceeds of the School Tax Credit Bonds to purchase local school bonds from the
Localities to finance the Projects; and

WHEREAS, VPSA expects that the Localities will pay expenditures of the
Projects prior to the issuance of the School Tax Credit Bonds (the "Expenditures™); and

WHEREAS, VPSA expects to enable the Localities to reimburse themselves for
the Expenditures from the proceeds of the School Tax Credit Bonds; and

WHEREAS, bond counsel has advised that Section 54A(d)(2)(d) of the Tax Code
requires the Board of Commissioners of VPSA (the "VPSA Board") to adopt a resolution
in the form hereof to preserve the ability to use a portion of the proceeds of the School
Tax Credit Bonds to reimburse the Localities for the Expenditures; now, therefore,

BE IT RESOLVED by the Board of Commissioners of the Virginia Public
School Authority:

Section 1. The Projects are intended to be financed through the issuance of
the School Tax Credit Bonds by VPSA in the maximum principal amount of
$224,538,000.

Section 2. ‘This Resolution is intended to represent both a declaration and an
adoption of "official intent” under Section 54A(d)(2)(D)(i) and (ii) of the Tax Code.

Section 3. It is acknowledged that, in general, an Expenditure will be cligible
for reimbursement from the proceeds of the School Tax Credit Bonds only to the extent

9338968.2




that (i) the Expenditure is for a "qualified purpose” within the meaning of Section
54A(d)(2)(C) of the Tax Code, (ii) the Expenditure was paid on or after the date of the
adoption of this Resolution, and (iii) the reimbursement is made not later than 18 months
after the date the Expenditure is paid.

Section 4. Adoption of this Resolution is consistent with the budgetary and
financial circumstances of VPSA and the Localities.

Section 5. This Resolution shall be in effect from and after its adoption.

Adopted: July 8, 2009

A Copy - Teste:

Assistant Secretary,
Virginia Public School Authority
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