Texas Water
Development Board

P.O. Box 13231, 1700 N. Congress Ave.
Austin, TX 78711-3231, www.twdb.texas.gov
Phone (512) 463-7847, Fax (512) 475-2053

TO: Board Members

THROUGH: Jeff Walker, Executive Administrator
Amanda Lavin, Assistant Executive Administrator and Development Fund
Manager

Rebecca Trevino, Chief Financial Officer
Les Trobman, General Counsel

FROM: David Duran, Manager, Debt & Portfolio Management
DATE: September 20, 2016
SUBJECT: The establishment of rates for Financial Assistance through the State

Water Implementation Revenue Fund for Texas — 2016 Funding Cycle

ACTION REQUESTED

Approve by resolution the establishment of the lending rate scales for the State Water
Implementation Revenue Fund for Texas (SWIRFT) financing structures to be effective
September 22, 2016.

BACKGROUND

Pursuant to Proposition 6 passed by the voters in 2013, and House Bill 4 passed by the 83"
Texas Legislature, the Board has authority to issue revenue bonds under the SWIRFT secured by
the repayments of loans to borrowers and from the transfer of funds from the State Water
Implementation Fund for Texas (SWIFT) to the SWIRFT. Funds are used to finance state water
plan projects.

SWIRFT offers financial assistance through three types of financing structures: 1) low-interest
loans, 2) deferred interest loans, and 3) incremental repurchase for an acquired facility, also
known as Board Participation. For each funding cycle the Board may also set subsidy rates.

KEY ISSUES

The Board priced the proposed Series 2016 SWIRFT Revenue Bonds on September 19-20, 2016.
The true-interest-cost was 3.28% and closing is scheduled for October 13, 2016. A full briefing
of the bond transaction will be presented at a later Board meeting.

Proposed interest rate scales for each of the financing structures are based on the yields of the
SWIRFT bonds, plus cost of issuance, less any applicable subsidy. The proposed Series 2016
Revenue Bonds will provide financing for projects committed in both the 2015 (as multi-year)
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and 2016 funding cycles. Because of the different levels of subsidy applied in each funding cycle
separate interest rate scales are applied.

Once the interest rate scales are set the underlying borrowers will commence the process for
closing their individual financings before the deadline of November 30, 2016.

RECOMMENDATION
The Executive Administrator recommends approval by resolution the establishment of the
lending rate scales in Exhibit A to the Resolution to be effective as of September 22, 2016.

Attachment 1 — Resolution (16-)



Attachment 1

A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD
APPROVING THE ESTABLISHMENT OF A
LENDING RATE SCALE
FOR THE PROJECT FINANCING ACCOUNT OF
THE STATE WATER IMPLEMENTATION REVENUE FUND FOR TEXAS

(16 - )

WHEREAS, the Texas Water Development Board (the “TWDB?”) is the designated agency of the
State charged with the responsibility of administering the State Water Implementation Revenue Fund for
Texas ("SWIRFT") under the provisions of Article 3, Section 49-d-13 of the Texas Constitution and
Subchapter H of Chapter 15 of the Texas Water Code ("Subchapter H"); and

WHEREAS, on September 20, 2016, the TWDB priced and sold State Water Implementation
Revenue Fund for Texas Revenue Bonds, Series 2016 (Master Trust); and

WHEREAS, 31 Texas Administrative Code § 363.33 provides that after the bond sale, the Board
will set the lending rate scale, which may include an interest rate subsidy, for loans from the SWIRFT,
with separate lending rate scales for tax-exempt and taxable projects; and

WHEREAS, 31 Texas Administrative Code § 363.1306 provides that after the bond sale, the
Executive Administrator will set interest rates for financial assistance from the SWIRFT, and identify the
appropriate scale for each borrower; and

WHEREAS, in conjunction with the September 20, 2016 sale of SWIRFT Revenue Bonds,
TWDB staff has prepared lending rate scales which will apply to financial assistance from the SWIRFT
as set forth in Exhibit A to this Resolution and staff’s September 22, 2016 Memorandum to the TWDB, to
which documents express reference is made; and

WHEREAS, the TWDB finds that the establishment of lending rate scales for the SWIRFT is
necessary; and

NOW, THEREFORE, based on said considerations and findings, the Texas Water
Development Board resolves as follows:

The TWDB approves the lending rate scales in Exhibit A to this Resolution effective September
22,2016 for the lending rates which apply to financial assistance provided from the Project
Financing Account of the Series 2016 Bond Indenture of the State Water Implementation
Revenue Fund for Texas.

APPROVED and ordered of record this the 22nd day of September 2016.

TEXAS WATER DEVELOPMENT BOARD

Bech K. Bruun, Chairman

DATE SIGNED:

ATTEST:

Jeff Walker
Executive Administrator
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Texas Water Development Board

SWIFT/SWIRFT Interest Rates for 2016 Funding Cycle

Subsidies Adopted in 2016

Lending Rates as of September 22, 2016 *
Board Low-Interest Low-Interest Low-Interest
TWDB Participation 20-yr Loan 25-yr Loan 30-yr Loan
Yield
to Maturity (YTM + COI) (YTM + COI) (YTM + COI) (YTM + COI)
0.76% 0.80% 0.53% 0.61% 0.65%
0.78% 0.82% 0.55% 0.63% 0.66%
0.92% 0.96% 0.64% 0.73% 0.78%
1.03% 1.07% 0.71% 0.81% 0.86%
1.11% 1.15% 0.76% 0.87% 0.93%
1.22% 1.26% 0.83% 0.96% 1.02%
1.35% 1.39% 0.92% 1.05% 1.12%
1.49% 1.53% 1.01% 1.16% 1.23%
1.60% 1.64% 1.08% 1.24% 1.32%
1.71% 1.75% 1.15% 1.32% 1.41%
1.96% 2.00% 1.31% 1.51% 1.61%
2.11% 2.15% 1.41% 1.62% 1.73%
2.52% 2.56% 1.68% 1.93% 2.06%
2.74% 2.78% 1.82% 2.10% 2.23%
2.88% 2.92% 1.91% 2.20% 2.34%
2.94% 2.98% 1.95% 2.25% 2.39%
3.01% 3.05% 2.00% 2.30% 2.45%
3.18% 3.22% 2.11% 2.43% 2.58%
3.15% 3.19% 2.09% 2.40% 2.56%
3.20% 3.24% 2.12% 2.44% 2.60%
3.42% 3.46% 2.26% 2.61% 2.78%
3.42% 3.46% 2.26% 2.61% 2.78%
3.42% 3.46% 2.61% 2.78%
3.42% 3.46% 2.61% 2.78%
3.42% 3.46% 2.61% 2.78%
3.84% 3.88% 2.92% 3.11%
3.84% 3.88% 2.92% 3.11%
3.84% 3.88% 3.11%
3.84% 3.88% 3.11%
3.84% 3.88% 3.11%
3.54% 3.58%
3.54% 3.58%
3.54% 3.58%
3.54% 3.58%
3.54% 3.58%

Delivery Date: 10/13/2016

* Rates are based on TWDB actual cost of funds for the SWIRFT Series 2016 bonds, which
include premiums and a cost of issuance of .04%. Above rates reflect conversion of TWDB
premium bonds to borrower par bonds and are based on level debt service.
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Texas Water Development Board

SWIFT/SWIRFT Interest Rates for 2016 Funding Cycle

Subsidies Adopted in 2015

Lending Rates as of September 22, 2016 *
Board Low-Interest Low-Interest Low-Interest
TWDB Participation 20-yr Loan 25-yr Loan 30-yr Loan
Yield
to Maturity (YTM + COI) (YTM + COI) (YTM + COI) (YTM + COI)
0.76% 0.80% 0.53% 0.59% 0.63%
0.78% 0.82% 0.54% 0.61% 0.65%
0.92% 0.96% 0.63% 0.71% 0.76%
1.03% 1.07% 0.70% 0.79% 0.84%
1.11% 1.15% 0.76% 0.85% 0.91%
1.22% 1.26% 0.83% 0.93% 0.99%
1.35% 1.39% 0.91% 1.03% 1.09%
1.49% 1.53% 1.00% 1.13% 1.20%
1.60% 1.64% 1.07% 1.21% 1.29%
1.71% 1.75% 1.14% 1.29% 1.37%
1.96% 2.00% 1.30% 1.47% 1.57%
2.11% 2.15% 1.40% 1.58% 1.69%
2.52% 2.56% 1.67% 1.88% 2.01%
2.74% 2.78% 1.81% 2.04% 2.18%
2.88% 2.92% 1.90% 2.14% 2.29%
2.94% 2.98% 1.94% 2.19% 2.33%
3.01% 3.05% 1.98% 2.24% 2.39%
3.18% 3.22% 2.09% 2.36% 2.52%
3.15% 3.19% 2.07% 2.34% 2.50%
3.20% 3.24% 2.10% 2.38% 2.54%
3.42% 3.46% 2.25% 2.54% 2.71%
3.42% 3.46% 2.25% 2.54% 2.71%
3.42% 3.46% 2.54% 2.71%
3.42% 3.46% 2.54% 2.71%
3.42% 3.46% 2.54% 2.71%
3.84% 3.88% 2.84% 3.04%
3.84% 3.88% 2.84% 3.04%
3.84% 3.88% 3.04%
3.84% 3.88% 3.04%
3.84% 3.88% 3.04%
3.54% 3.58%
3.54% 3.58%
3.54% 3.58%
3.54% 3.58%
3.54% 3.58%

Delivery Date: 10/13/2016

* Rates are based on TWDB actual cost of funds for the SWIRFT Series 2016 bonds, which
include premiums and a cost of issuance of .04%. Above rates reflect conversion of TWDB
premium bonds to borrower par bonds and are based on level debt service.
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