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The American Recovery and Reinvestment Act (ARRA)

The ARRA created or expanded public finance tools for local governments
and private corporations including:

— Build America Bonds (BABs)
— Recovery Zone FEconomic Development Bonds (RZEDBs) - a subset of BABs
— Recovery Zone Facility Bonds (RZFBs)

* In order to qualify, bonds must be 1ssued by December 31, 2010.

* The ARRA provides for the authorization to designate bonds as recovery zone
bonds, it does not provide for a federal guarantee or credit support for
the repayment of principal and interest on the bonds.

* The borrower is required to repay both principal and interest on the
bonds.
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Recovery Zones

* Local designation

— Jurisdictions responsible for designating recovery zones after February
17, 2009 and have wide latitude 1n doing so

— Designations must be completed before 1ssuing bonds and incurring
costs

e Distress indicators

— “Significant poverty, unemployment, rate of home foreclosure, general
distress”

— Empowerment Zone or Renewal Community (federal zones)

— Impacted by military base closure

* In Michigan, recovery zones may include, but are not limited to, renaissance
zones, TIF districts, etc.
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Volume Cap Allocations

e Michigan has recetved approximately $773 million of RZEDB volume
allocation

e Michigan has recetved approximately $1.16 billion of RZFB volume
allocation

* Allocations were determined by federal formula according to relative
employment declines in 2008

* Through the adoption of a local resolution, jurisdictions can return all or
part of their allocation to the State of Michigan so that it can be used
clsewhere, for the overall economic benefit of the State.

* Allocations have been made to all counties and the cities of Ann Arbor,
Detroit, Flint, Grand Rapids, Lansing, Sterling Heights and Warren

Please see Appendix I for your jurisdiction’s allocations
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Eligible Projects - RZEDBs

* Must be located in a “Recovery Zone” within the boundaries of the
jurisdiction recerving the allocation

* Must be used for economic development purposes

* Infrastructure & public building projects, such as:
— Water and sewer
— Electric utilities
— Roads

— Convention centers
* Job training and educational programs are permitted
* For new money projects only; no refinancing of current debt
* Costs of 1ssuance paid from bond proceeds limited to 2% of par

* Eligible projects are subject to the Davis-Bacon Act (Federal prevailing wage
law)
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Features and Benefits - RZEDBs

e RZEDBs are sold on a taxable basis as BABs

* Taxable market often prefers larger issues making pooled financings such as
those possible through the Michigan Municipal Bond Authority (MMBA)
more attractive - see following page for more on the MMBA

* 45% of interest cost comes back to jurisdiction as refundable credit to the
1ssuer

*  Opens markets to investors that don’t normally buy tax-exempt bonds (ie.,
pension funds and charitable organizations)

* Larger investor market for taxable bonds could make them easier to sell
* Total interest cost could be lower than traditional tax-exempt financing

* Deal structure may be slightly different than traditional tax-exempt structure
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Issuing Options:
The Michigan Municipal Bond Authority

The Michigan Municipal Bond Authority (MMBA), housed within Treasury’s Bureau
of Bond I'inance, provides effective, low-cost financing to local units of government in
Michigan.

Produces lower cost of funds than a stand-alone transaction due to the sharing of fixed
issuance costs (including issuer and counsel fees), market recognition and other
efficiencies

The MMBA typically issues pooled bond transactions with a common layer of security

for multiple participants, however single issue ‘special project’ bonds have also been
issued through the MMBA.

Track record of broad range of successful bond issuance
—  Over 300 bond 1ssues completed with a total par of over $15.3 billion
Ability to assemble an expert finance team that works for you

Recognized name with the investor community

Specialists in local infrastructure ﬁnancing
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Flow of Funds Example — RZEDBs

Bond Holders
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Next Steps - RZEDBs

* Please contact Kathy O’Keefe or John Barton at (517) 335-0994 or email

Treas Bondliinance(@michigan.gov to let us know of your interest in
participating in a RZEDB pool 1ssued through the MMBA, please include:

— Contact name
— Jurisdiction

— Project Details
— Phone number

— Fmail

* |If you do not intend n or are unable to use any portion of either your
RZEDB or RZFB volume cap allocation, contact Kathy O’Keefe or John
Barton at (517) 335-0994 and they will provide information on how to
‘watve’ your allocation.
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Eligible Projects - RZFBs

* RZI'Bs are issued as tax-exempt private activity bonds for projects such as
commercial buildings, hotels or other industrial structures and not subject to
the $10 million limit for standard TDBs

* Proceeds can be used to finance depreciable property located in a recovery
zone provided:

— The property was constructed, reconstructed, renovated or acquired by purchase
by the taxpayer after the date on which the recovery zone was defined

— The original use of the property in the recovery zone commences with the
taxpayer

— Substantially all of the property is 1n the recovery zone and is used for qualified
business purposes by the taxpayer

* Any issuer capable of issuing Industrial Development Bonds (IDBs) may
issue RZIBs, 1e., local Economic Development Corporations or the
Michigan Strategic FFund
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Next Steps — RZFB’s

* Please contact Diane Cranmer at (517)373-2778 or e-mail at
cranmerd(@michigan.org for further information to let us know of your

interest in participating in the RZFB program. Please include:
— Contact Name
— Project Details
— Phone Number
— E-Mail

* The Michigan Strategic Fund (MSF) is located with in the MEDC and
works with local economic development officials to meet your financing
goals.
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Waiving All or a Portion of Volume Cap Allocations

* Volume cap is a “use it or lose it” cap with a deadline of December 31,
2010

* If a city or county uses part, but not all, of its allocation, the unused
portion should be waived

 Waitver and reallocation to the State is one way a municipality can
participate in a “regional” project not located within its boundaries

* If, due to size limits or other reasons a municipality decides not to use its
allocation, reallocation allows use by another municipality for whom these
concerns do not apply

* | If you do not intend or are unable to use any portion of either your

RZEDB or RZFB volume cap allocation, contact Kathy O’Keefe or John
Barton at (517) 335-0994 and they will provide information on how to

‘watve’ your allocation.
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Appendix I
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