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Section |:  Public Finance Investment Banking Overview
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Scope of Public Finance Investment Banking

DUE DILIGENCE PHASE

Transaction &
Legal
Documents

Step 4:

Review viable
solutions with
client to
determine
course of action

Step 1: Step 2: Step 3:
Develop Discuss needs & Conduct
understanding of objectives with _ analyses of

clients/needs clients various potential

situations solutions

TRANSACTIONAL PHASE

Step 5: Step 6: Step 7:

Structure Bond Market Bonds Price Bonds

Step 8:

Invest Proceeds

Step 3:

During this step,
determine if swaps
are a viable
alternative to
lower cost of
capital
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What Types of Entities Issue Taxexempt Bonds?

A States

A Cities

A Counties

A Speci al Service Districts/ T
A 501-c-3 Healthcare Institutions (Acute Care and Senior

Living)

Higher Educational Institutions (Public and Private
Universities)

K-12 School Districts (Public and Private)

Utility Systems

Transportation Authorities (Local and Regional)
Housing Authorities (State and Local)

>\

> v D>y D

RAYMOND JAMES 5



What Types of Revenues are Pledged?

A Project Finance A HAS o0Corporate Fi
A Water and Sewer Utility Aspectso
A Toll Roads A Hospitals
A Airports A Utilities

A Mass Transit
A Arena Finance

A Securitization/Asset Backed A Special Situations

A Personal Income Tax A Strategic Business Advisors
A Sales Tax A Mergers and Acquisitions

A Gas Tax A Asset Liability Management
A Tobacco Settlement A Real Estate Financing

AéNumerous Ot hers
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Notional (billions)

Municipal Market Characteristics

A Over the last 10 years the volume of
negotiated deals has increased with
many predicting this year to be a
record year

A Variable rate volume has also
increased significantly

A Derivatives utilization greatly
increased
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Who are the Buyers of Municipal Bonds?

A In addition to the High-Net worth investors who benefit from the
tax-exempt status of municipal bonds, the investor universe is
dynamic and has changed immensely in recent years

A Property & Casualty Companies
A Mutual Funds

A Trust Companies

A Arbitrage Accounts

A Foreign Investors
AoCroverd Buyers
A Retall
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Measuring Inefficiency in the Municipal Market

A

The chart to the right indicates that the market
places very little value on taxexemption given 100%
that the ratio of the taxexempt yield to the

te)%(able yield exceeds 90% during years 15 to

80%  H — HHHHHHHH ~HHHHAHAHHHHHRAAHEHEF
60% 4 HHHHHHHHHH ~HHHHAHAHHHHHRAAHEHEF

40% A HHHHHHHHHH ~HHHHAHAHHHHHRAAHEHEF

A The market places the value of tagxemption at
less than 10% in those years.

20% I HHHHHEHHEHHEH A HHHHHHHAHHHHHHHAHE

The oOexpected valuebod 0% ]II|||ILL
equals 100% less the tax rate. Py

Implied "Ratio" of Tax-Exemptio

@ Tax Exempt Ratio % of Treasuries® Implied Value of Tax Exemptio

A Aninvestor in the 35% tax bracket would view a
municipal bond efficiently priced at 65% of the
same maturity Treasury (1.0® 0.35 = 0.65)

Value of Tax Exemption w/35% Tax Rate vs Implied Value of Tax Exemptio
40.00%
AS eaCh inveStor haS a SpeCifiC taX bracket a 35.00% B Implied Value of Tax Exemption O Value of Tax-exemption w/ 35% Tax Rat
single bond price may be considered efficient 30.00%/]
for certain tax brackets while inefficient for 25.00%-
other tax brackets. 20.00%-

15.00%-

This implies that yields on municipal bonds are %9

1 minus "Ratios

perhaps higher than warranted given 5.00%
expectations of future marginal tax rates. 0.00%
i ’ R U L P

Inefficiency in the fixed rate bond market
enables the Muni Swap Market to potentially

generate a lower alin cost of borrowing. Market Rates as of 9/14/2007
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30-year Taxable Treasury vs. 3¥ear Tax-Exempt MMD Yields

Taxable & Tax-exempt Long-term Rates Since 1/1/20(
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Section Il:  How Does Raymond James Participate
In The Public Finance Marketplace?




Public Finance Offices

Boston

'Q New York City

M{ Red Bank, NJ
.‘ {

Birmingham

AL0 public finance

offices nationwide San Antonio

ANational Orlando
resources,

regional expertise

St. Petersburg

=22 o7

* PUBLIC FINANCE OFFICES
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Public Finance Expertise

Awide range of
experience and
expertise

AFull service
investment
banking
P

General

Obligation
, Project
Finance

-
RJ Public
i <y
Health Care Finance 'Taxat_)le
, \ Financings

Transportation
Other
Revenue
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Decade of Growth

AOver the last 10
years, Raymond
James has
participated in
over 1,800
transactions for
total par amount
in excess of $299
billion.

Senior Managed Deals

Public Finance Transactional Experience

Co-Managed Deals

Year # of Issues Total Par Amount # of Issues Total Par Amount
1997 40 $1,452.60 104 $7,371.90
1998 25 $550.80 172 $20,726.80
1999 39 $2,232.20 130 $12,907.80
2000 16 $162.60 109 $16,085.60
2001 33 $1,430.10 145 $17,741.10
2002 26 $584.50 177 $42,492.60
2003 25 $1,353.90 182 $45,630.60
2004 30 $1,546.70 189 $50,894.00
2005 37 $1,817.80 158 $39,146.50
2006 38 $1,437.30 197 $34,746.70
Total 309 $12,568.50 1563 $287,743.60
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Distribution Capabilities

55,200 Financial
Advisors located
in 2,200 offices

North Dakota
nationwide Mortana o o | Mimesow
AExtensive
Municipal
Securities Retall
Network,

supported by 15
Municipal Retail
Traders

Arizona
27

O Retail Sales Locations
* Corporate Headquarters
Y Institutional Sales Offices

onnecticut - 23

hington DC - 1
Maryland - 39

i't /@gm.ma

Puerto Rico - @

RAYMOND JAMES
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Total Market Access and Coverage

AProviding
complete market
coverage to ensure
the lowest possible
interest cost

National Distribution

Ranked 3 nationally by number of offices
5,200 sales representatives nationwide
10th largest municipal institutional sales force

Broad Investor Base

Not limited to certain investor types

Coverage of entire spectrum of retail investors
Exclusive coverage of many mid-size institutions not
covered by other firms

Taxable Distribution

Full-time dedicated taxable municipal bond trader
106 taxable sales professionals

Web site devoted solely to taxable municipal bonds
(www.rjtaxablemunis.com)
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Scope of Public Finance Investment Banking

Public Finand

Military

Southeast Northeast Midwest Housing Healthcare

Housi
Group Group Group Group Group ousing

Group

Quantitative ServicH
Group

David Sutton

Danyal Sattar
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Structure of a Typical Group Within Public Finance

Senior
Banker

Senior

Banker

Senior
Banker

Senior
Banker

Experience
Managing Director
Director 97774841

Junior Junior Associate Director

VP 236 yrs
Banker Banker AVP

Associate
193 yrs
Analyst y
Quantitative
Services Group
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Quantitative Services Group

A Highly analytical group that works with each Public Finance Group and with
the Derivatives Desk on a dayo-day basis

A How do we add value?

A Primarily through working with Senior Bankers to tailor solutions for their clients in
which structured products may provide either a lower cost of capital or greater amount
of financial flexibility.

A Secondary goal is to bring forth ideas that will add value and set us apart from the
competition
A We can be brought in anywhere from start to finish

A Examples:
A Preissuanced Forward Starting Swaps & Rate Locks
A Refunding d BMA & % of LIBOR Swaptions, Forward Bond Options, swap termination
A Structuring 8 Swapsd BMA, % of LIBOR, CMS, Basis, Total Return
A Post Issuanced GICs, REPOs, Laddered Portfolios

A Our job requires the ability to enter into a project in many phases and be able
to get ocaught wupdé very quickly; Ge

A Additional duties include working on generally complicated deals, pricing &
parallel pricing live deals that are entering the market, tracking refunding

candidates, and generally modeling everything that could possibly need to be
modeled!!!!
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Highlighted Swap/Investment Transactions

r N r N r 3

=

1
Plantation
$519,975,000 $16,900,000 $519,975,000
Massachusetts Bay Transportation| City of Plantation, Florida Massachusetts Bay Transportation
Authority Improvement Bonds Authority
Sales Tax Bonds fAiNo Soon&oGreateran Sales Tax Bonds
Debt Service Reserve Fund GIC Thano Debt Service Fund Forward Supply|
Project Fund GIC Agreement

A 4 M 4 L 4

N\ r Y

&y

r N r

MEDICAL CENTER

$57,735,000 $41,355,755 $25,000,000
North Brevard Hospital District, FL State of Mississippi City of Fort Meyers, Florida
Fixed Annuity LIBORLIBOR LIBOR Based Forward BMA Fixed to Floating Swap
Basis Swap Bond Option (5 Year Term)
(24 Year Term) (12 Year Term)

Role: Principal o
Role: Principal

Structure: Collateralized . .
‘ (Pending) ‘ ‘ Role: Principal ‘ i Structure: Collateralized ‘
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Section lll: Case Study: Parking Authority
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