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U.S. Treasury Rates
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Federal Funds Effective Rate

January 2022 - March 2025

Target Rate/Range

Percent $Billions

0
Jan '22 Apr'22 Jul '22 Oct '22 Jan 23 Apr'23 Jul'23 Oct'23 Jan '24 Apr'24 Jul '24 Oct '24 Jan '25

Source: Federal Reserve Bank of New York
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Unemployment & Inflation
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Mortgage Rates
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= 30-Year Fixed Rate Index

= 15-Yr Fixed Rate Index

Source: FRED
Date: 3/20/25
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AAA Tax-Exempt Yields
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Investment Rates

3 Mo Forward
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Credit Spreads
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3 Month

5 Year Credit Spread Curve
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Commodity Forecast
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Commodity Futures Prices
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Borrowing & Reinvestment Rates

Sample Tax Exempt U.S. Treasury Rates?
Borrowing Rates’

Term Rate Term Rate
10 years 3.21% 3 month 4.29%
15 years 3.64% 6 month 4.23%
20 years 3.93% 1 year 4.06%
25 years 4.14% 3 year 3.93%
30 years 4.29% S year 4.01%

1. Bond vyields for arbitrage purposes as of 3/20/2025. Assuming a AA-rated General
Obligation credit, $10mm issue size ,and 9-year call dates. For specific pricing
information, please contact your Registered Municipal Advisor.

N
E: EHH‘!A-MER§ 2. U.S. Treasury rates as of 03/20/2025. 12
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Permissible Investments
MN. Statute 118A.04

United States Securities:

Governmental bonds, notes, bills, mortgages (excluding high-risk

mortgage-backed securities), that are direct obligations or guaranteed
by the United States, or its agencies or instrumentalities

State & Local Securities (municipal bonds):

General obligations of any state or local government with a rating of “A”
or better by a national bond rating service

Revenue obligations of any state or local government with a rating of
“AA” or better by a natlonal bond ratlng service




Permissible Investments
MN. Statute 118A.04 -

Time Deposits:

* Need to be fully insured by the Federal Deposit Insurance Corporation
(FDIC), the National Credit Union Administration (NCUA), or bankers’
acceptances of United States banks

Commercial Paper:

 |ssued by United States corporations or Canadian subsidiaries rated in
the highest credit category by at least two nationally recognized rating
agencies with maturities less than 270 days

Minnesota Joint Powers Investment Trusts:
‘ * Includes Local Government Investment Pools (LGIPs)




Permissible Investments
MN. Statute 118A.04

Money Market Funds:

» Registered under the Federal Investment Company act of 1940 and
meets the conditions of rule 2a-7 of the Securities and Exchange
Commission (SEC)

Rated in the highest rating category by at least one nationally

recognized rating organization
Repurchase Agreements
» . Consisting of collateral allowable by Minnesota Statute 118A.04
__":1 Guaranteed Investment Contracts (GICs)
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Arbitrage: The Basics

IRS limits the
allowable taxable
Investment earnings
on tax-exempt bond
proceeds

Investing tax-exempt
bond proceeds in
taxable investment
products

Required to rebate
to the federal
government
earnings in excess of
maximum allowed




Arbitrage: Small Issuer Exception

For school districts

e $15 million in annual tax-exempt debt
* No more than $5 million non-construction bonds

Unlimited earnings for 3 years for capital projects

* Yield restrictions after 3 years
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Arbitrage: Spending Exceptions

6 Month Spending 18 Month Spending 4 Mopth

. . Spending
Exception Exception -

Exception
6 Months 100% 15% 10%
12 Months - 60% 45%
18 Months - 100% 75%
24 Months - - 100%

N\
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Arbitrage Planning

« Forward looking arbitrage planning & analysis prior to
Issuing bonds

v' Earnings on bond proceeds add to funds available for capital
project

v" Need construction draw & cash flow schedule

v Work with Municipal Advisor, Arbitrage Consultant & Investment
Adviser to develop strategy that seeks to:

» Maximize bond proceeds investment earnings
» Proactively plan for potential arbitrage liability & rebate

EXEHLERS :

\\\\\\\\\\\\\\\\\\\\\\



Arbitrage Liability

Qualifying
exceptions

Types of
Investments

Bond proceed
balances

Duration &
timing of bond
proceeds
spending

22



Arbitrage Strategies

Ongoing

Taxable vs. monitoring Valuation

tax-exempt

Split bond
EES & methods

Investments adjustments

EXEHLERS i



Your Presenters

Ryan Miles
Senior Investment Adviser

Managing Director
rmiles@ehlers-inc.com
(651) 697-8590

Jeff Seeley

Senior Municipal Advisor

jseeley@ehlers-inc.com
(651) 697-8585
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Director of Investment Services
bjohnson@ehlers-inc.com
(651) 697-8547

Jim Groetsch

Investment Adviser
jgroetsch@ehlers-inc.com
(651) 697-8545
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Important Disclosures

Ehlers is the joint marketing name of the following affiliated businesses (collectively, the “Affiliates”): Ehlers & Associates, Inc.
("EA”), a municipal advisor registered with the Municipal Securities Rulemaking Board (“MSRB”) and the Securities and
Exchange Commission (“SEC”); Ehlers Investment Partners, LLC (“EIP”), an SEC registered investment adviser; and Bond Trust
Services Corporation (“BTS”), a holder of a limited banking charter issued by the State of Minnesota.

Where an activity requires registration as a municipal advisor pursuant to Section 15B of the Exchange Act of 1934 (Financial
Management Planning and Debt Issuance & Management), such activity is or will be performed by EA; where an activity
requires registration as an investment adviser pursuant to the Investment Advisers Act of 1940 (Investments and Treasury
Management), such activity is or will be performed by EIP; and where an activity requires licensing as a bank pursuant to
applicable state law (paying agent services shown under Debt Issuance & Management), such activity is or will be performed
by BTS. Activities not requiring registration may be performed by any Affiliate.

This communication does not constitute an offer or solicitation for the purchase or sale of any investment (including without
limitation, any municipal financial product, municipal security, or other security) or agreement with respect to any investment
strategy or program. This communication is offered without charge to clients, friends, and prospective clients of the Affiliates
as a source of general information about the services Ehlers provides. This communication is neither advice nor a
recommendation by any Affiliate to any person with respect to any municipal financial product, municipal security, or other
security, as such terms are defined pursuant to Section 15B of the Exchange Act of 1934 and rules of the MSRB. This
communication does not constitute investment advice by any Affiliate that purports to meet the objectives or needs of any
person pursuant to the Investment Advisers Act of 1940 or applicable state law.
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