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Pension Obligation Bonds



Why we’re here: Refresher

Those with Side Accounts (SAs) created prior to 2008 will
see them largely expire during 2025-27.

Payroll rates will rise when SAs expire.

These SAs were funded with pension bonds (POBs),
most of which resulted in significant savings.

Key question (1): Should you do another POB to replace
your expiring side account?

Key question (2): If you’ve never done a POB, could it be
timely to consider doing one for the first time?

Answer: MAYBE
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Why maybe? In a Nutshell

Assessment results are promising - even more
promising than in 2021.

But current interest rates are higher than levels
assessed; international events and inflation add
uncertainty.

Entering into a POB takes significant time.

Key question (3): Would it make sense to get ready now so
you can move ahead when the market improves? Or should
you wait for better market conditions?
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POBs: How do they work?

Concept is to borrow to reduce unfunded pension
liabilities.

Bond proceeds are deposited into SAs and invested with
PERS fund; if returns exceed borrowing rate, jurisdictions

generally save. [Note: borrowings for Transition
Liabilities are treated differently].

POBs must be sold on taxable basis, so borrowing rates
are higher than on capital borrowings.

SAs are drawn down and provide ‘rate credit’ against
overall PERS rates over ~20 years.

From 1999-2022, over 150 Oregon jurisdictions issued
POBs for over $8 billion.

Generally positive PERS returns since borrowings means
most, but not all, have realized savings.
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Oregon Pension Bonds Issued 1996-2022

Issuer Par Amount (millions

Series 2022 - Lane County $286.6 4.43%
Series 2022 - Lane CC 69.3 4.45%
Series 2022A - SD Pool (4 Districts) 175.8 4.45%
Series 2021 - Oregon City SD 74.5 2.45%
Series 2021 - CC Pool (5 CCs) 214.0 2.49%
Series 2021A — SD Pool (22 Districts) 660.4 2.47%
Series 2018 — SD Pool (4 Districts) 35.6 4.47%
Series 2018 — Portland CC 1719 4.48%
Series 2015 - Hillsboro SD 39.3 4.15%
Series 2015 - Beaverton SD 79.2 3.70%
Series 2015 - Salem-Keizer SD 50.1 3.43%
Series 2014 - City of Prineville 3.0 5.14%
Series 2013 - City of Roseburg 48 4.88%
Series 2007 - SD Pool (8 Districts) 110.2 5.67%
Series 2005 - LG Pool (12 Jurisdictions) 186.9 5.04%
Series 2005 - SD Pool (15 Districts) 458.4 4.77%
Series 2005 - CC Pool (6 CCs) 57.8 4.86%
Series 2004 - LG Pool (10 Jurisdictions) 126.3 6.11%
Series 2004 - SD Pool (21 Districts) 467.8 5.49%
Series 2004 - CC Pool (5 CCs) 96.7 5.49%
Series 2003 - Portland CC 120 4.70%
Series 2003 - SD Pool (45 Districts) 9271 5.73%
Series 2003 - CC Pool (6 CCs) 153.6 5.72%
Series 2003 - State of Oregon 2,083.9 5.78%
Series 2002 - SD Pool (42 Districts) 774.7 5.60%
Series 2002 - LG Pool (10 Jurisdictions) 228.6 7.00%
Series 2002 - Marion County 26.7 7.06%
Series 2001 - Josephine County 129 6.46%
Series 1999 - Multnomah County 184.5 7.63%
Series 1999 - City of Portland 150.8 7.84%
Series 1996 - City of Portland 80.0 Variable

$8,111.48
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PERS Investments

OIC manages PERS’ investments.

Average Rates of Return (1970-2024):

Regular account earnings: 9.93%

Tier One Crediting: 9.21%
Tier Two Crediting: 9.03%
Variable Crediting: 10.84%
Avg. SA return 2007-2024: 7.60%

1 Year earnings thru 4/30/2026: 10.47%

Source: PERS by the Numbers; December 2025. OPERF monthly returns and asset allocation report; December 2025.
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Current returns

Returns through April 2026 were 2.82% (8.46% annualized). 2026

returns will be reflected in 2027-29 pzyroll rates.

Returns for periods ending APR-2026 Oregon Public Fmployees Retirement Fund
[ Regular Account Il ___ Historical rma nnual Percentage) . .
Yhar- 1 2 3 4 5 7 10
OPERF | Policy | | Target' | | SThousands” | | Actual | Tofate’| vEAR | YEARS | YEARS | VEARS | YEARS | YEARS | YEARS
TOTAL OPERF Regular Account S 103,333,466 2.82 10.47 8.40 7.32 5.71 6.74 8.07 8.32
OPERF Policy Benchmark 3.87 16.23 12.99 11.77 842 7.71 9.51 9.40
Value Added (1.05) (5.76) (4.59) (4.45) (2.71) (0.97) (1.45) (1.08)
OPERF Reference Portfolio 4.56 20.79 15.26 13.39 10.19 6.56 8.74 8.66
Public Equity 22.5-32.5% 27.5% $ 24,866,505 24.1% 1.75 3113 20.90 19.93 15.23 11.03 12.77 12.33
MSCI ACWI IMI Net 7.09 31.62 20.91 19.53 14.75 10.22 12.35 12.00
Private Equity 15-27.5% 20.0% $ 24,921,908 24.1% 1.83 5.09 5.97 6.55 3.56 8.84 11.78 12.38
Russell 3000+300 Bps Our Lag 5.26 24.76 22.90 25.40 14.37 16.32 19.56 17.85
Total Equity 42.5-52.5% 47.5% $ 49,788,413 48.2%
Fixed Income 20-30% 25.0% $ 21,032,267 20.4% 0.12 4.26 6.03 4.31 3.26 1.18 2.34 243
Oregon Custom Fixed Income Benchmark 0.07 4.06 6.02 3.46 248 0.22 1.55 1.77
Real Estate 7.5-17.5% 12.5% $ 13,507,728 13.1% 1.69 4.27 1.42 (2.68) (0.73) 4.60 4.75 5.68
Oregon Custom Real Estate Benchmark 105 298 0.90 3.77) (2.14) 245 245 3.92
Real Assets 2.5-10.0% 7.5% S 10,655,791 10.3% 1.42 11.26 9.97 9.06 10.54 12.16 9.39 8.55
CPI +4% 4.11 822 7.31 7.36 7.80 8.73 8.04 7.51
Diversifying Strategies 2.5-10.0% 7.5% S 5,535,639 5.4% 1.56 9.54 5.60 7.06 7.34 8.55 4.44 2.89
HFRI FOF: Conservative Index 3.69 11.19 7.66 7.50 5.87 5.20 5.67 5.06
Opportunity Portfolio 0-5% 0% $ 2,740,711 2.7% 225 10.47 9.72 11.53 9.22 10.37 10.92 9.81
Opportunity Custom Benchmark 387 16.23 12.99 11.77 11.37 11.82 10.52 9.55
Cash w/Overlay 0-3% 0% $ 72916 0.1% 1.28 4.55 4.92 5.14 4.58 3.50 3.01 2.64
91 Day Treasury Bill 1.14 3.95 4.41 4.73 4.25 3.40 2.73 2.28
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Poor rate of return is not the only risk

Timing of earnings matter; early negative returns are hard
to overcome.

Rate credits will not be consistent:

Earnings variability causes volatility, even if overall
earnings rate exceeds bond rates.

Payroll growth will be different from assumption,
leading to rate credit variability.

Reductions in OPERF assumed rate of return increase
UALs and reduce rate credits, at least temporarily.

SAs cause ‘doubling down’ of investment performance.

Debt service is fixed but rate credit is variable: some years
may have savings, others not.
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Bottom line...

SAs and POBs introduce more volatility for borrowers
than doing nothing.

Volatility can cause cash flow issues, even if there are
overall savings.

Consideration of debt structure is important: consider
shortening debt maturity relative to expiration date of

SA.

Other tailoring based upon anticipated payroll growth
may be prudent.

Holding reserves is important!
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Pension Bond Example



Base case:

v 18-year fixed rate at 4.75% TIC

v' 6.90% reinvestment rate

2002 case:

v 18-year fixed rate at 4.75% TIC

v" Reinvestment returns experienced by 2002 borrowers

2007 case:

v 18-year fixed rate at 4.75% TIC

v" Reinvestment returns experienced by 2007 borrowers
Sensitivity 2007 case:

v 18-year fixed rate at 5.25% TIC

v Reinvestment returns experienced by 2007 borrowers
except Year 1 loss set to achieve breakeven.
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Current Board policy: amortization period for SAs funded
by POBs must be aligned with 20 year amortization of UAL.

PERS starts ‘20’ years on date of most recent rate-setting
valuation, even if valuation is not yet released. Specifically:

v" Any SA created between January 1, 2026 and December
31, 2027 has final amortization on December 31, 2045,
based on date of 2025 Valuation.

Any SA created between January 1, 2028 and December
31, 2029 has final amortization December 31, 2047,
based on date of 2027 Valuation.

POBs structured to match SA amortization sold in winter
2027 would be approximately 18.5 years.
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Central SD - Sensitivity Analysis Summary

Scenario:

Projected Payoff 100% 3/1/2027 Net UAL

Years where Net Rate Credit is negative
Years where Net Rate Credit is positive

New Side Account Rate Credit, initial period (% of payroll)
New POB Debt Cost, initial period (% of payroll)
Net Savings, initial period (% of payroll)

New Side Account Rate Credit, final year (% of payroll)
New POB Debt Cost, final year (% of payroll)
Net Savings, final year (% of payroll)

Investment Earnings, First Full Year
UAL Payoff Cash Flow Savings, total
NPV Savings

NPV Savings % of Projected Payoff

Base Case:
6.9% Earnings
$ 37,610,016

0
20

6.90%
$ 10,215,608
$ 5,972,177
15.88%

pJ
Assume actual
earnings from
2002 and
thereafter
$ 37,610,016

0
20

10.77%
7.97%
2.80%

13.87%
0.00%
13.87%

22.00%
$ 26,263,867
$ 15,130,186

40.23%

3
Assume actual
earnings from 2007-
2025, then 6.90% for
remainder
S 37,610,016

12
8

-27.32%
1,010,873

(147,906)

-0.39%

4
Assume actual
earnings from 2007-

2025, then 6.90% for

remainder
37,610,016

12
8

-23.32%
2,062,123
163,672

0.44%

Assumes bonds sold at a TIC of 4.75% Scenario 1-3 and 5.25% Scenario 4.
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Base Case Scenario (6.9% Earnings): 4.75% TIC

Central School District 13J - Projected Rate Credits and Pension Bond Savings

(New Payoff Date: 03/01/27, Payoff Amount: $37,610,016)
New Side Account
Fiscal  PERS Covered Balance Deposit ~ Rate Rate - Investment Rateof = Balance
Year Payroll July 1 3/1/27 Credit (%) Credit ($) Earnings(” Return® June 30

29,641,701 | $ - $37,610,0 S 898,502 | $ 833,287 $37,544,801 | S 798,313 100,189
30,649,519 | 37,544,801 2,756,376 2,489,149 37,277,574 2,444,563 311,814
31,691,603 | 37,277,574 2,850,093 2,467,262 36,894,742 2,523,450 326,643
32,769,117 | 36,894,742 2,946,996 2,437,280 36,385,026 2,612,113 334,884
33,883,267 | 36,385,026 3,047,194 2,398,422 35,736,254 2,699,838 347,357
35,035,298 | 35,736,254 3,150,799 2,349,844 34,935,299 2,791,388 359,411
36,226,498 | 34,935,299 3,257,926 2,290,635 33,968,009 2,886,288 371,638
37,458,199 | 33,968,009 3,368,695 2,219,816 32,819,129 2,984,063 384,633
38,731,778 | 32,819,129 3,483,231 2,136,328 31,472,226 3,089,238 393,994
40,048,658 | 31,472,226 3,601,661 2,039,033 29,909,598 3,191,100 410,561
41,410,313 | 29,909,598 3,724,117 1,926,705 28,112,186 3,299,413 424,705
42,818,264 | 28,112,186 3,850,737 1,798,024 26,059,472 3,413,463 437,275
44,274,084 | 26,059,472 3,981,662 1,651,568 23,729,378 3,527,538 454,125
45,779,403 | 23,729,378 4,117,039 1,485,809 21,098,148 3,651,163 465,876
47,335,903 | 21,098,148 4,257,018 1,299,103 18,140,232 3,773,388 483,631
48,945,324 | 18,140,232 4,401,757 1,089,680 14,828,155 3,898,738 503,019
50,609,465 | 14,828,155 4,551,417 855,639 11,132,377 4,031,500 519,917
52,330,187 | 11,132,377 4,706,165 594,935 7,021,147 4,170,725 535,440
54,109,413 | 7,021,147 4,866,174 305,371 2,460,344 4,310,463 555,712
55,949,133 2,460,344 2,494,784 34,440 0 - 2,494,784

$ 37,610,016 ° $70,312,345  $ 32,702,330 $ 60,096,738 10,215,608

PRESENT VALUE SAVINGS '; $ 5,972,177 15.88%

Piper Sandler | 15




2002 Scenario: 4.75% TIC

Central School District 13J - Projected Rate Credits and Pension Bond Savings
(New Payoff Date: 03/01/27, Payoff Amount: $37,610,016)
New Side Account
Fiscal  PERS Covered Balance Deposit ~ Rate Rate ~ Investment Rateof = Balance
Year Payroll July 1 3/1/27 redit (%)  Credit ($) Earnings(” Return” June 30
29,641,701 | S - $37,610,016 8.99% $ 898,502 | $ 833,287 6.90% $37,544,801 | $ 798,313 100,189
30,649,519 | 37,544,801 8.99% 2,756,376 7,943,051 22.00% 42,731,475 2,444,563 311,814
31,691,603 | 42,731,475 8.99% 2,850,093 5,482,931 13.30% 45,364,313 2,523,450 326,643
32,769,117 | 45,364,313 8.99% 2,946,996 6,071,770 13.86% 48,489,086 2,612,113 334,884
33,883,267 | 48,489,086 10.67% 3,615,340 7,257,809 15.58% 52,131,556 2,699,838 915,502
35,035,298 | 52,131,556 10.67% 3,738,261 4,738,700 9.45% 53,131,995 2,791,388 946,874
36,226,498 | 53,131,995 12.53% 4,538,455 | (13,814,739) (27.32%) 34,778,801 2,886,288 1,652,168
37,458,199 | 34,778,801 12.53% 4,692,763 6,146,797 19.02% 36,232,835 2,984,063 1,708,700
38,731,778 | 36,232,835 11.28% 4,369,381 4,219,725 12.44% 36,083,179 3,089,238 1,280,143
40,048,658 | 36,083,179 11.28% 4,517,940 844,809 2.51% 32,410,049 3,191,100 1,326,840
41,410,313 | 32,410,049 10.11% 4,187,965 4,430,434 14.67% 32,652,518 3,299,413 888,553
42,818,264 | 32,652,518 10.11% 4,330,356 4,743,942 15.62% 33,066,105 3,413,463 916,893
44,274,084 | 33,066,105 10.08% 4,461,966 2,267,837 7.39% 30,871,975 3,527,538 934,429
45,779,403 | 30,871,975 10.08% 4,613,673 530,944 1.87% 26,789,247 3,651,163 962,510
47,335,903 | 26,789,247 11.55% 5,465,410 1,707,078 7.15% 23,030,914 3,773,388 1,692,023
48,945,324 | 23,030,914 11.55% 5,651,234 3,053,893 15.23% 20,433,573 3,898,738 1,752,496
50,609,465 | 20,433,573 11.42% 5,779,158 72,749 0.42% 14,727,164 4,031,500 1,747,658
52,330,187 | 14,727,164 11.42% 5,975,649 1,610,739 13.92% 10,362,254 4,170,725 1,804,924
54,109,413 | 10,362,254 13.40% 7,252,754 466,371 7.18% 3,575,871 4,310,463 2,942,291
55,949,133 3,575,871 13.87% 3,718,332 142,461 20.76% 0 - 3,718,332
$ 37,610,016 : $ 86,360,604 - $ 48,750,589 $ 60,096,738 - $ 26,263,867
PRESENT VALUE SAVINGS ©) $ 15,130,186

Piper Sandler | 16




2007 Scenario: 4.75% TIC

Central School District 13J - Projected Rate Credits and Pension Bond Savings

(New Payoff Date: 03/01/27, Payoff Amount: $37,610,016)
New Side Account .
Fiscal  PERS Covered Balance Deposit = Rate Rate ~ Investment Rateof @  Balance
Year Payroll July 1 3/1/27 Credit (%) Credit ($) Earnings™ Return™ June 30

29,641,701 | S - $37,610,016 S 898,502 833,287 6.90% $ 37,544,801 | $ 798,313 $ 100,189 1.02%

30,649,519 | 37,544,801 2,756,376 (9,831,543) (27.32%) 24,956,882 2,444,563 311,814 1.02%

31,691,603 | 24,956,882 2,850,093 4,462,485 19.02% 26,569,274 2,523,450 326,643 1.03%

32,769,117 | 26,569,274 2,946,996 3,111,215 12.44% 26,733,492 2,612,113 334,884 1.02%
33,883,267 | 26,733,492 2,114,071 642,524 2.51% 25,261,945 2,699,838 (585,767) (1.73%)
35,035,298 | 25,261,945 2,185,949 3,536,750 14.67% 26,612,746 2,791,388 (605,438) (1.73%)
36,226,498 | 26,612,746 2,348,811 3,963,608 15.62% 28,227,543 2,886,288 (537,477) (1.48%)
37,458,199 | 28,227,543 2,428,670 1,990,355 7.39% 27,789,228 2,984,063 (555,392) (1.48%)
38,731,778 | 27,789,228 2,768,603 491,838 1.87% 25,512,462 3,089,238 (320,635) (0.83%)
40,048,658 | 25,512,462 2,862,735 1,715,007 7.15% 24,364,734 3,191,100 (328,365) (0.82%)
41,410,313 | 24,364,734 3,087,006 3,462,905 15.23% 24,740,634 3,299,413 (212,406) (0.51%)
42,818,264 | 24,740,634 3,191,964 96,691 0.42% 21,645,360 3,413,463 (221,498) (0.52%)
44,274,084 | 21,645,360 3,367,102 2,765,512 13.92% 21,043,770 3,527,538 (160,436) (0.36%)
45,779,403 | 21,043,770 3,481,583 1,377,666 7.18% 18,939,853 3,651,163 (169,580) (0.37%)
47,335,903 | 18,939,853 3,648,782 3,535,536 20.76% 18,826,607 3,773,388 (124,605) (0.26%)
48,945,324 | 18,826,607 3,772,841 (303,858) (1.81%) 14,749,909 3,898,738 (125,897) (0.26%)

50,609,465 | 14,749,909 4,375,385 709,977 5.72% 11,084,501 4,031,500 343,885 0.68%

52,330,187 | 11,084,501 4,524,148 483,607 5.58% 7,043,960 4,170,725 353,423 0.68%

54,109,413 7,043,960 4,956,766 418,953 9.50% 2,506,147 4,310,463 646,304 1.19%

55,949,133 2,506,147 2,541,228 35,081 6.90% - - 2,541,228 9.19%

$ 37,610,016 $ 61,107,611 - $ 23,497,595 $ 60,096,738 :$1,010,873

PRESENT VALUE SAVINGS ®: $ (147,906) (0.39%)
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Modified 2007 Breakeven Scenario: 5.25% TIC

Central School District 13J - Projected Rate Credits and Pension Bond Savings

(New Payoff Date: 03/01/27, Payoff Amount: $37,610,016)
New Side Account .
Fiscal  PERS Covered Balance Deposit = Rate Rate ~ Investment Rateof @  Balance
Year Payroll July 1 3/1/27 Credit (%) Credit ($) Earnings™ Return™ June 30

29,641,701 | S - $37,610,016 S 898,502 833,287 6.90% $ 37,544,801 | S 834,188 S 64,314 0.66%
30,649,519 | 37,544,801 2,756,376 (8,394,921) (23.32%) 26,393,504 2,554,775 201,601 0.66%
31,691,603 | 26,393,504 2,850,093 4,735,731 19.02% 28,279,141 2,639,588 210,506 0.66%
32,769,117 | 28,279,141 2,946,996 3,323,922 12.44% 28,656,067 2,728,363 218,634 0.67%
33,883,267 | 28,656,067 2,242,796 689,046 2.51% 27,102,317 2,820,575 (577,779) (1.71%)
35,035,298 | 27,102,317 2,319,051 3,796,431 14.67% 28,579,697 2,915,700 (596,649) (1.70%)
36,226,498 | 28,579,697 2,518,780 4,256,857 15.62% 30,317,775 3,018,213 (499,433) (1.38%)
37,458,199 | 30,317,775 2,604,418 2,137,900 7.39% 29,851,257 3,122,325 (517,907) (1.38%)
38,731,778 | 29,851,257 2,973,421 528,339 1.87% 27,406,176 3,227,513 (254,092) (0.66%)
40,048,658 | 27,406,176 3,074,517 1,842,334 7.15% 26,173,994 3,333,250 (258,733) (0.65%)
41,410,313 | 26,173,994 3,316,105 3,720,062 15.23% 26,577,951 3,449,013 (132,907) (0.32%)
42,818,264 | 26,577,951 3,428,853 103,872 0.42% 23,252,969 3,568,750 (139,897) (0.33%)
44,274,084 | 23,252,969 3,617,143 2,970,910 13.92% 22,606,736 3,686,675 (69,532) (0.16%)
45,779,403 | 22,606,736 3,740,126 1,479,990 7.18% 20,346,600 3,812,263 (72,137) (0.16%)
47,335,903 | 20,346,600 3,919,782 3,798,138 20.76% 20,224,956 3,944,463 (24,681) (0.05%)
48,945,324 | 20,224,956 4,053,054 (326,427) (1.81%) 15,845,475 4,077,225 (24,171) (0.05%)
50,609,465 | 15,845,475 4,700,365 762,711 5.72% 11,907,821 4,214,763 485,603 0.96%
52,330,187 | 11,907,821 4,860,178 519,528 5.58% 7,567,171 4,361,025 499,153 0.95%
54,109,413 7,567,171 5,324,945 450,072 9.50% 2,692,299 4,504,700 820,245 1.52%
55,949,133 2,692,299 2,729,985 37,687 6.90% - - 2,729,985 9.88%

$ 37,610,016 $ 64,875,486 - $ 27,265,470 $ 62,813,363 ©$2,062,123
PRESENT VALUE SAVINGS ®: $ 163,672
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Other Case Studies



Summary of Case Studies

School District A
Issued 3x: 2002 (5.6% TIC), 2003 (5.73% TIC), 2021 (2.16% TIC).
Total issuance amount: $891 million.

Notes: Strong market returns prior to 2008 recession; surplus

borrowing pre-2003 reforms; exceptionally low borrowing rate
in 2021.

School District B

Issued twice: 2005 (4.77% TIC) & 2015 (4.15% TIC)
Total issuance amount: $142 million

Notes: Low borrowing rates and strong early market returns;
high payroll growth shifted savings forward.

School District C
Issued once: 2007 (5.67% TIC)
Issuance amount: $41 million
Suffered immediate down market and high payroll growth
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Summary of Results

Results through December 31, 2024

2002 (5.60% TIC)
2003 (5.73% TIC)
2021 (2.16% TIC)

2005 (4.77% TIC)

0,
2015 (4.15% TIC) 2007 (5.67% TIC)

Bonds Issued

Total Amount Borrowed

Number of SAs Funded
from Bonds

Final SA Amortization
Date(s)

Remaining Value of SA(s)
asof 12/31/24

Nominal Savings/(Costs)
through 12/31/24

Total Projected
Savings/(Costs) @ 6.90%

$891 million

3
12/31/2027
12/31/2027
12/31/2039

$590 million

$496 million

$671 million

$142 million

12/31/2027
12/31/2034

$53 million

$55 million

$43 million

$41 million

12/31/2027

S8 million

($3 million)

($11 million)
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Lessons Learned

Early market performance matters. District A had many years of
positive returns prior to recession.

Interest rates matter. Central SD estimated to have lower losses
than District C even with 2007 performance, in part because
District C’s rate was nearly 1% higher.

Rate of payroll growth matters. District C’s consistently higher
than assumed payroll growth rate, particularly at end of SA’s life
(22% growth in 2022-2023), shifted savings forward, increasing
late term costs.

Debt service structure matters. Accelerating repayment may
reduce early savings but increase overall savings and protect
against early SA expiration.
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Steps to a POB



POBs take a while to complete...

Many additional steps to issue POBs vs. Capital Bonds:
Extra education of all stakeholders to discuss risks.
Statistical assessment required.

Legal documentation, including:

v" Borrowing Resolutions.

v Intercept and Trust Agreements.
v Disclosure document.

Request to Milliman to calculate payoff amounts. Base cost
is $1,000, plus $250 for each payoff date selected.

Bond Rating.
If market cooperates, sale and closing.

Send funds to PERS. Payroll rates generally reduced
immediately.

Can take 9-12 months from start to finish.
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Legal Structures

Can sell bonds on stand-alone or pooled basis.
Pooling generally makes sense for SDs and CCs:

v Larger bond sale amount increases investor interest.
v" Economies of scale reduces cost of issuance.
Intercept agreements with State equalizes credit quality:

v Debt service is diverted from state appropriations, sent
to Trustee for payments.

v" Enables all Districts to be treated equivalently by rating
agencies and investors regardless of size or finances.

v~ No cross collateralization: if insufficient funds are
available to intercept, District is responsible for debt
payments.

Cities, Counties and Special Districts cannot be pooled.
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Assessment Requirements

“Statistically based assessment from an independent
economic or financial consulting firm regarding likelihood
investment returns will exceed the interest cost of the
bonds under various market conditions.”

Must send assessment to State Treasurer 30 days prior to
iIssuing bonds.

Public report - describes assessment; discloses whether
jurisdiction has retained municipal advisor. Report could
be attached to authorizing resolution.

Treasurer is required to provide annual report on bonds
including interest rate, projected return and actual return on
bonds.
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Potential Timeline — SD and CC Bond Pools

[NOTE: Local government schedules will be issuer-specific]

June

June 15/17: ECONW completes assessment, presents findings. Piper
presents on POBs and road to bond issuance.

Hawkins begins drafting authorizing resolutions.

July

July 24/29: Piper/Hawkins meetings to review bond issuance specifics;
provide individual analyses and draft resolution.

v" Piper will need engagement agreement to provide specific analyses.

September

By September 13: Districts notify Piper/Hawkins if want resolution, max
TIC.

By September 30: Hawkins provides resolutions to interested districts.

November — By November 15
2025 Valuation released
Districts adopt resolutions, file assessment and send to State Treasury.
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Potential Timeline — SD and CC Bond Pools

November — By November 15
Districts send payoff requests to Milliman [if conditions are favorable.]

December
Finalize documentation: disclosure, trust, intercept agreements.
Rating and due diligence process.

January 2027
Receive payoff letters from Milliman
Final Opt-in forms to Piper
Week of January 18 - Bond sale for CCs
Week of January 25 - Bond sale for SDs

February 2027
Week of Feb 8t - Bond closing for CCs
Week of Feb 15t" — Bond closing for SDs
Funds sent to PERS no later than Feb 25

March 1, 2027 — Payroll rates reduced
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Concluding thoughts

Assessment results suggest achieving success with POB is
potentially within reach.

Current interest rates are higher than assessed levels, but
may decline should international events stabilize.

Given long lead time on a POB issue, it may make sense to
get ready and wait for market conditions to improve.

Contact Piper if interested
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Questions
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Contact Information

Carol Samuels, Managing Director

carol.samuels@psc.com
(503) 275-8301

Lauren MacMillan, Managing
Director

lauren.macmillan@psc.com
(503) 275-8302

David Williams, Managing Director

david.williams@psc.com
(503) 275-8303

Brendan Watkins, Director

brendan.watkins@psc.com
(503) 275-8307

Piper Sandler Disclosures

Piper Sandler is providing the information contained herein for discussion purposes only
in anticipation of being engaged to serve as underwriter or placement agent on a future
transaction and not as a financial advisor or municipal advisor. In providing the
information contained herein, Piper SANDLER is not recommending an action to you and
the information provided herein is not intended to be and should not be construed as a
‘recommendation” or “advice” within the meaning of Section 15B of the Securities
Exchange Act of 1934. Piper SANDLER is not acting as an advisor to you and does not
owe a fiduciary duty pursuant to Section 15B of the Exchange Act or under any state law
to you with respect to the information and material contained in this communication. As
an underwriter or placement agent, Piper SANDLER’s primary role is to purchase or
arrange for the placement of securities with a view to distribution in an arm’s-length
commercial transaction, is acting for its own interests and has financial and other
interests that differ from your interests. You should discuss any information and material
contained in this communication with any and all internal or external advisors and experts
that you deem appropriate before acting on this information or material.

The information contained herein may include hypothetical interest rates or interest rate
savings for a potential refunding. Interest rates used herein take into consideration
conditions in today’s market and other factual information such as credit rating,
geographic location and market sector. Interest rates described herein should not be
viewed as rates that Piper Sandler expects to achieve for you should we be selected to
act as your underwriter or placement agent. Information about interest rates and terms
for SLGs is based on current publicly available information and treasury or agency rates
for open-market escrows are based on current market interest rates for these types of
credits and should not be seen as costs or rates that Piper Sandler could achieve for you
should we be selected to act as your underwriter or placement agent. More particularized
information and analysis may be provided after you have engaged Piper Sandler as an
underwriter or placement agent or under certain other exceptions as describe in the
Section 15B of the Exchange Act.

Piper SANDLER Companies (NYSE: PIPR) is a leading investment bank and institutional
securities firm driven to help clients Realize the Power of Partnership®. Securities
brokerage and investment banking services are offered in the U.S. through Piper
SANDLER & Co., member SIPC and FINRA; in Europe through Piper SANDLER Ltd.,
authorized and regulated by the U.K. Financial Conduct Authority; and in Hong Kong
through Piper SANDLER Hong Kong Ltd., authorized and regulated by the Securities and
Futures Commission. Asset management products and services are offered through
separate investment advisory affiliates.

© 2026 Piper Sandler Companies. 800 Nicollet Mall, Minneapolis, Minnesota 55402-7036
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