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Municipal Advisor UnderwriterBond Counsel

School District

 Advises School on all facets of bond 

financings 

 Serves in a fiduciary capacity to 

always look out for the best interest 

of the School

 May assist with continuing disclosure 

requirements

 Deals directly with the investors 

(lenders of money)

 Underwrites/purchases the bonds 

 Represents both the School and the 

Investors

 Provides proceeds of sale to the School

 Ensures School complies with 

state and federal laws

 Prepares legal documents on 

behalf of School

 Provides opinion that bonds are 

exempt from state and federal 

taxation, where applicable

Introduction: Roles in a Bond Sale

Stifel
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PFM: Who We Are and What We Do

PFM Michigan K-12 Services

 Building and Site; Refunding Bonds
 Energy Conservation Financings
 State Aid Notes
 Cash Flow Analysis
 Debt Capacity Analysis
 Millage Levy Calculation and Allocation
 Sinking Fund Analysis
 Debt and Financial Policies and Procedures
 Multi-Year Financial Forecasting
 Capital Improvement Plans
 Continuing Disclosure Assistance

Michigan's leading financial advisory firm

 Ranked #1 Financial Advisor in the Michigan1. 
 Unparalleled knowledge and experience with 

Michigan financing statutes and parameters.
16 professionals located in and serving 

Michigan
10 registered Municipal Advisors in Michigan

1 Source: Ipreo, in both par amount and number of issues as of June 30, 2023
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 National financial services firm with investment banking (public finance) division
 Stifel has 19 office locations in Michigan, staffed by retail brokers and public finance 

bankers
 4 Michigan public finance bankers with over 75 years of combined experience
 In a bond sale (aka underwriting) Stifel purchases the bonds from the Issuer and sells 

them to investors in an arm’s-length transaction
 Stifel is also involved in bond document preparation, due diligence, advertising and 

marketing the bonds to investors, conducting the order period for the bonds, and closing 
the bond issue

Stifel: Who We Are and What We Do

Phase of Bond Sale Issuer Bond Counsel
Municipal 

Advisor Underwriter
Needs Assessed

Pre-Election Planning
Election Passes

Bond Resolution
Document Preparation

Due Diligence
Pre-Marketing to Investors

Bond Sale
Closing Documents

Bonds Close
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What Drives Refundings?

Stifel

30-Year AAA MMD Since January 1, 2016

Source: Thomson Reuters. As of 9/29/2023.

1.00%

1.50%

2.00%

2.50%

3.00%

3.50%

4.00%

4.50%

Ja
n-

16

Ju
l-1

6

Ja
n-

17

Ju
l-1

7

Ja
n-

18

Ju
l-1

8

Ja
n-

19

Ju
l-1

9

Ja
n-

20

Ju
l-2

0

Ja
n-

21

Ju
l-2

1

Ja
n-

22

Ju
l-2

2

Ja
n-

23

Ju
l-2

3

Brexit Vote 
6/24/2016

Federal Tax Reform 
12/22/2017

Average: 2.54%

Max: 4.36% (9/28/2023)
Min: 1.27% (8/7/2020)

Current: 4.34% (9/29/2023)

2016 U.S. 
Presidential 

Election
11/8/2016

W.H.O. Declares COVID-19 
a Global Pandemic

3/11/2020

Historic All-Time 
Low

8/7/2020
Fed Rate Hikes
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Refinancing of Bonds 

What is a refunding?
• Involves the issuance of new debt (refunding bonds) to replace higher interest 

rate debt with new debt at lower interest rates
• Usually results in interest cost savings 
• May create debt service capacity for new money
• Could result in budget relief with debt restructuring of limited tax debt

What factors make a refunding work?
• Lower interest rates
• Higher short term investment rates
• Passage of Time
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Optional Redemption Provision of Bonds 

What is an optional redemption provision?

• Allows a district the option to call-in (pay off early) 
principal maturities of bonds before their stated 
maturity date

• Also known as a “call-date”

• The call date is generally 10 years after issuance 
(investors generally prefer 10 years of call 
protection)

• Funding for optional redemption may consist of:
• Proceeds from Refunding Bonds
• Excess funds in Debt Service Fund/Account
• Projected Escrow Earnings
• Other Funds

• Optional redemption provisions can be found on 
the cover of the official statement
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Types of Refunding

Authorize Bond Sale Settlement Call Date of 
Refunded Bonds

October 2023 January 2024 February 2024 May 2025

 Advance Refunding

Authorize Bond Sale Settlement 
Call Date of 

Refunded Bonds

October 2024 January 2025 February 2025 May 2025

 Current Refunding

 Depending on the issuance type and optional redemption date of the targeted bonds, there may be 
limitations on when and how bonds can be refunded
• Further, combining refunding bonds with new money bonds may generate additional savings from shared issuance costs

• Refunding bond issue which settles less than 90 days before the call date on the bonds being refunded
• IRS does not limit the number of current refinancings on tax-exempt basis

• Refunding bond issue which settles more than 90 days before the call date on the bonds being refunded
• 2017 Federal tax reform eliminated ability to advance refund (90+ days) bonds on a tax-exempt basis; must 

be issued as taxable bonds
• Taxable rates are historically higher than tax-exempt rates – savings may not be compelling
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Passage of Time 

YEAR    2026      2027     2028     2029     2030     2031     2032     2033      2034    2035

YIELD    0.61      1.10       1.49      1.79      1.99      2.20      2.44      2.63       2.80     2.92

YEAR    2016     2017     2018    2019     2020     2021     2022     2023     2024     2025     2026     2027     2028     2029     2030     2031     2032     2033     2034   2035

YIELD    0.61     1.10       1.49      1.79      1.99      2.20      2.44      2.63      2.80      2.92      3.02      3.14      3.25      3.32     3.38       3.43     3.48       3.52      3.58       3.60

 The passage of time will create refunding opportunities.

 In general, the interest rate on bonds increase the longer the maturity 
date of the bonds.  Shorter term bonds generally have lower interest 
rates (positive sloped yield curve).

 If rates are exactly the same 10 years later, a refunding is possible, 
assuming a positive yield curve where short-term rates are low and 
long-term rates are high.

Initial Bond Issue

Refinancing Bond Issue

RATES AT TIME OF ISSUANCE in 2015 (Assuming a 20 Year Bond Issue)

10 YEARS LATER (Interest Rates the Same)
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Bond Interest Rates: Coupon vs. Yield

• The relationship between a bond’s coupon and yield will determine the price of a bond

COUPON
4.00%

YIELD
4.00%

PAR BOND
$100.00

COUPON
5.00%

YIELD
2.78%

PREMIUM BOND
$110.07

COUPON
3.00%

YIELD
3.80%

DISCOUNT BOND
$90.46

• Determining the viability of a bond refunding requires an understanding of how a bond’s 
interest rate is derived
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 The table below illustrates the future potential impact of a refunding on the 
overall cost of borrowing for a bond project 

 Assuming interest rates return to the historic 10-year average rates (as of 
January 2023) in 2033, the tables below provide opportunity for reduced 
interest cost over the life of the issue
 The True Interest Cost (TIC), on a premium coupon structure is based on the 

Yield to Maturity, which is not realized if the bonds are refunded

Assumptions:

 Series 2023 assumes interest rates are as of January 2023 based on an AA rated underlying Michigan K-12 issuer/ SBQLP qualified bonds; 
estimate only

 Series 2023 has a 29 year bond term, average life of approximately 16.5 years and a call date of May 1, 2033 at par
 Net present value calculations assume a discount rate of 3.00%
 Series 2033 assumes a 5% coupon structure, 10 year average MMD yields (as January 2023) with credit spreads of an AA rated underlying 

Michigan K-12 issuer / SBQLP qualified bonds 

Bond Coupons – Refunding Impact

For Illustration Purposes Only
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Refunding Cash Flow

Refunding
Proceeds

Escrow Fund 
(US Gov. Securities 

and/or Cash)

Bondholders of 
Refunded Bonds

Cost of 
Issuance

School District Refunds 
Existing Bond Issue

Annual Principal & 
Interest Payments

Refunding Bonds 
Bondholders

School District no longer 
responsible for amounts to be 
paid from escrow on refunded 

bonds
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Escrow Requirements
2015 REFUNDING BONDS - UTQ

Principal
Defeased Principal

Call Date First Called Last Called Before Call Called Call Price Call Premium
5/1/2025 5/1/2026 5/1/2035 $0 $14,805,000 100.0 $0

Principal Interest Interest
Due Interest Due Due Principal Call Debt Service

May 1 Rate May 1 Nov 1 To Escrow Premium To Escrow
$0 5.000% $0 $0 $0 $0 $0
0 5.000% 370,125 370,125 14,805,000 0 15,175,125

1,465,000 5.000% 370,125 333,500 0 0 0
1,470,000 5.000% 333,500 296,750 0 0 0
1,490,000 5.000% 296,750 259,500 0 0 0
1,490,000 5.000% 259,500 222,250 0 0 0
1,490,000 5.000% 222,250 185,000 0 0 0
1,490,000 5.000% 185,000 147,750 0 0 0
1,490,000 5.000% 147,750 110,500 0 0 0
1,480,000 5.000% 110,500 73,500 0 0 0
1,475,000 5.000% 73,500 36,625 0 0 0
1,465,000 5.000% 36,625 0 0 0 0

0 0.000% 0 0 0 0 0
$14,805,000 $2,405,625 $2,035,500 $14,805,000 $0 $15,175,125

Total Debt Service Replaced: $19,246,125

True Interest Cost: 5.00%

  

Tax Fiscal
Year Year End
2023 2024
2024 2025
2025 2026
2026 2027
2027 2028
2028 2029
2029 2030
2030 2031
2031 2032
2032 2033
2033 2034
2034 2035
2035 2036

For Illustration Purposes Only
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Bond Sizing

Sources of Funds
Par Amount of Bonds $14,220,000.00
Original Issue Premium 622,395.20
Contribution from Debt Fund 318,000.00
Total Sources $15,160,395.20

Uses of Funds
Deposit to Escrow Account $14,980,115.00
Underwriter's Discount  @ 0.450% 63,990.00
Costs of Issuance 115,769.96
Miscellaneous 520.24
Total Uses $15,160,395.20

ESTIMATED SOURCES & USES OF FUNDS

Refinancing of 2015 
Refunding Bonds

Based on estimated municipal market conditions as August 16, 2023– For Illustration Purposes Only

Bonds Refunded: $14,805,000
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Production Report – Refunding Bonds

Based on estimated municipal market conditions as August 16, 2023– For Illustration Purposes Only
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Savings and Debt Millage Impact

Based on estimated municipal market conditions as August 16, 2023– For Illustration Purposes Only
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Refinancing Debt
 Refinancing can be used to assist in creating or accelerating the timing of opportunities to finance new 

capital with little to no impact on the District’s overall debt millage as compared to the previous year’s 
debt millage.
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Refunding Criteria and Considerations

 Minimum Savings Level 
• Net Present Value (NPV) savings is generally at least 2-3% of the bonds to be refunded.

• Minimum dollar savings level; is net savings to the District at least as much or more than the cost 
of issuance? 

 Negative arbitrage efficiency 
• If advance refunding, how much is negative arbitrage (escrow earning less than the arbitrage/bond 

rate) as a % of the savings?

 Break-even / sensitivity analysis 
• For advance refundings, consider how much interest rates would have to increase by the call date 

to result in NPV debt service savings that match the NPV savings that could be achieved with an 
advance refunding under current market conditions.   

 Efficiency
• The District should understand that the call feature for most municipal bonds has economic value, 

and a minimum potential value of the call option could be captured with a bond refinancing. 
 Millage Impact

• Will the refunding better position the district for future bonds?
• How will a refunding impact the district’s debt millage in the short and long term?



© PFM 19

Market Update: The Fed

Stifel

In March 2022 the Fed took a 
decisively more hawkish position 

The Fed has raised rates 525bps 
since March of last year: 25bps 
in March, 50bps in May, 75bps 
in June, July, September & 
November, and 50bps in 
December of last year. This year, 
the Fed has raised rates 25bps 
in February, March, May and July 
reaching 5.25-5.50%

The Fed’s expected rate pathway 
has risen markedly above 
expectations with inflation still 
“too-high”

In September, the SEP showed 
expectations for 5.6% in 2023 
with rates slowing to 5.1% in 
2024
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Market Update: The Fed

Source: Thomson Reuters, Bloomberg, as of October 2, 2023Stifel

Market Consensus Probability of a Rate Hike at Upcoming Fed Meetings
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Market Consensus Yield Curve Projections (%)

Current Q4 2023 Q1 2024 Q2 2024 Q3 2024

Fed Funds 5.50 5.55 5.45 5.10 4.70

2-Yr UST 5.03 4.71 4.40 4.08 3.79

10-Yr UST 4.59 4.06 3.87 3.73 3.63

30-Yr UST 4.73 4.20 4.05 3.93 3.86

Bloomberg Consensus Yield Curve Projections (%)

Excerpts from September 20 
FOMC Statement:

“In determining the extent of 
additional policy firming that 
may be appropriate to return 
inflation to 2 percent over time, 
the Committee will take into 
account the cumulative 
tightening of monetary policy, 
the lags with which monetary 
policy affects economic activity 
and inflation, and economic 
and financial developments.” 

“Economic activity has been 
expanding at a solid pace. Job 
gains have slowed in recent 
months but remain strong, and 
the unemployment rate has 
remained low. Inflation 
remains elevated.”

“The U.S. banking system is 
sound and resilient.”
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Market Update: The Fed

Stifel

The majority of Fed 
officials anticipate a 
terminal rate still rising 
above 5.5% with one 
official forecasting a rate 
between 6.00% and 
6.25% by next year

The median forecast for 
rates in 2024 rose 50bps 
from 4.6% to 5.1%

Adjusting for inflation, the 
median expectation for 
real rates rose from 2.1% 
to 2.6%
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Market Update: Municipal Bond Rates

Historical Bond Buyer Index

Source: Thomson Reuters, Bloomberg, as of October 2, 2023Stifel
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Market Update: Municipal Bond Rates

Source: Thomson Reuters, Bloomberg, as of October 2, 2023Stifel
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Market Update: Supply & Demand

Sources: Lipper, SIFMA, as of 10/2/2023Stifel

2023 YTD Average Weekly Supply Sits Below 2022 Average
Previous 12 Weeks of New Issue Supply and Forecast of Current Week
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Market Update: Bond Fund Outflows

Sources: Lipper, SIFMA, as of 10/2/2023Stifel

Municipal Bond Funds 
Record Net Outflows
 The four-week moving 

average of flows recorded 
$546 million of net 
outflows, following $134 
million of net outflows the 
previous week.

 Thus far in 2023, investors 
have withdrawn more than 
$9.8 billion from municipal 
bond funds.

 2023 average weekly net 
outflows from muni bond 
funds are $252 million, 
compared to 2022 average 
weekly net outflows of 
$1.6 billion.

Municipal Bond Funds Record Net Outflows
Recent Weekly Municipal Bond Fund Flows
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Our Other Michigan Project Support Team*

Nathan Thomas, Senior Analyst 
Vincent Hayes, Analyst
Stacy Adkins, Senior Municipal Bond Assistant 
Nicole Weddington, Municipal Bond Assistant II

Lauren Frazier, Municipal Bond Assistant
Jacob Murphy, Municipal Bond Assistant
Destiny Avant, Senior Associate

PFM Michigan Financial Advisory Team

Kari Blanchett                            Paul Stauder                       Nate Watson                           RJ Naughton                         Dale Deis
Managing Director                   Managing Director                    Managing Director                         Director               Senior Managing Consultant

Sean Wahl
Senior Managing Consultant

Kristine Griffiths
Senior Managing Consultant

Sarah Moore
Senior Managing Consultant

Aaron Wright
Senior Managing Consultant

Denotes Registered Municipal Advisory Representative (Series 50) with the SEC and MSRB
*Other team members provide administrative and other non-municipal advisory support.
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Stifel Team

• 11 years of public finance experience, 
joined Stifel in 2015
– 3 years experience at a Michigan 

municipal advisory firm
• FINRA — Series 50, 52, and 63
• BA in Mathematics from Michigan State 

UniversityBobby Jarosz
Director
Okemos

(517) 381-1230
jaroszr@stifel.com

• 15 years of public finance 
experience, joined Stifel in 2018

• Served as lead banker on over 150 
municipal financings valued at over 
$2 billion

• FINRA — Series 7, 31, 50, 52, 53, 
63, and 72

• BBA from University of Michigan 
Ross School of Business

• MPP from University of Michigan 
Ford School of Public Policy

Brodie Killian
Managing Director

Southfield

(248) 663-7220
killianb@stifel.com

• Head of Stifel’s Michigan Public Finance 
practice

• 25 years of public finance experience, 
joined Stifel in 2015

• Served as lead banker on over 350 
municipal financings valued at over $6 
billion

• FINRA — Series 7, 50, 53, and 63
• BS in Economics and Business 

Administration from Hope College

Jeff Zylstra
Managing Director

Grand Rapids

(616) 224-1586
zylstraj@stifel.com

• 30+ years of public finance 
experience, joined Stifel in 2008

• Prepares all of Stifel’s issue 
documents, including: distribution 
list, schedule of events, draft 
preliminary official statement, due 
diligence

• Has worked on all Stifel Michigan 
issues since the Public Finance 
office was opened in 2008

• FINRA — Series 52 and 63
• Past President of Michigan 

Women in Finance

Annette Jones
Vice President

Okemos

(517) 381-1230
jonesam@stifel.com

Stifel Public Finance Team
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Questions?
PFM Financial Advisors LLC

555 Briarwood Circle, Suite 333
Ann Arbor, MI  48108

P: 734-994-9700

www.pfm.com

Stifel
3590 Okemos Road
Okemos, MI 48864

P: 517-381-1230

www.stifel.com
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Disclosures
A B O U T  P F M

PFM is the marketing name for a group of affiliated companies providing a range of services. All services are provided through 

separate agreements with each company. This material is for general information purposes only and is not intended to provide 

specific advice or a specific recommendation.

Financial advisory services are provided by PFM Financial Advisors LLC, a registered municipal advisor with the Securities and 

Exchange Commission (SEC) and the Municipal Securities Rulemaking Board (MSRB) under the Dodd-Frank Act of 2010. Swap 

advisory services are provided by PFM Swap Advisors LLC which is registered as a municipal advisor with both the MSRB and SEC 

under the Dodd-Frank Act of 2010, and as a commodity trading advisor with the Commodity Futures Trading Commission. Additional 

applicable regulatory information is available upon request.

Consulting services are provided through PFM Group Consulting LLC. PFM’s financial modelling platform for strategic forecasting is 

provided through PFM Solutions LLC.

For more information regarding PFM’s services or entities, please visit www.pfm.com.
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Stifel Disclosure
Stifel, Nicolaus & Company, Incorporated (“Stifel”) has prepared the attached materials.  Such material consists of factual or general information (as defined in the 

SEC’s Municipal Advisor Rule).  Stifel is not hereby providing a municipal entity or obligated person with any advice or making any recommendation as to action 

concerning the structure, timing or terms of any issuance of municipal securities or municipal financial products.  To the extent that Stifel provides any alternatives, 

options, calculations or examples in the attached information, such information is not intended to express any view that the municipal entity or obligated person 

could achieve particular results in any municipal securities transaction, and those alternatives, options, calculations or examples do not constitute a 

recommendation that any municipal issuer or obligated person should effect any municipal securities transaction.  Stifel is acting in its own interests, is not acting 

as your municipal advisor and does not owe a fiduciary duty pursuant to Section 15B of the Securities Exchange Act of 1934, as amended, to the municipal entity 

or obligated party with respect to the information and materials contained in this communication.

Stifel is providing information and is declaring to the proposed municipal issuer and any obligated person that it has done so within the regulatory framework of 

MSRB Rule G-23 as an underwriter (by definition also including the role of  placement agent) and not as a financial advisor, as defined therein, with respect to the 

referenced proposed issuance of municipal securities.  The primary role of Stifel, as an underwriter, is to purchase securities for resale to investors in an arm’s- 

length commercial transaction.  Serving in the role of underwriter, Stifel has financial and other interests that differ from those of the issuer. The issuer should 

consult with its own financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent it deems appropriate.

These materials have been prepared by Stifel for the client or potential client to whom such materials are directly addressed and delivered for discussion purposes 

only.  All terms and conditions are subject to further discussion and negotiation.  Stifel does not express any view as to whether financing options presented in 

these materials are achievable or will be available at the time of any contemplated transaction.  These materials do not constitute an offer or solicitation to sell or 

purchase any securities and are not a commitment by Stifel to provide or arrange any financing for any transaction or to purchase any security in connection 

therewith and may not relied upon as an indication that such an offer will be provided in the future.  Where indicated, this presentation may contain information 

derived from sources other than Stifel. While we believe such information to be accurate and complete, Stifel does not guarantee the accuracy of this information. 

This material is based on information currently available to Stifel or its sources and is subject to change without notice. Stifel does not provide accounting, tax or 

legal advice; however, you should be aware that any proposed indicative transaction could have accounting, tax, legal or other implications that should be 

discussed with your advisors and /or counsel as you deem appropriate.
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