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PENSION BONDS

Client Profile

Flagstaff is the principal city in the State’s
largest county by area (Coconino County),
with a population of over 76,000.

Faced with ongoing and substantially
increasing annual contributions associated
with legacy unfunded Police and Fire pension
liabilities totaling $116 million, the Flagstaff
City Council made the unanimous decision
to issue taxable Certificates of Participation
— the net proceeds of which were deposited
with the Arizona Public Safety Personnel
Retirement System (PSPRS) to bring the
Unfunded Actuarial Liabilities from less than
40% funded in each program to fully funded
on the day of closing. This issue was the first
pension funding bond in Arizona.

The Project & Structure

In August 2020, Stifel served as sole
manager on the City of Flagstaff’s
Certificates of Participation (COP), Series
2020A (Taxable). Targeting annual level
debt service of less than $9 million and

a shortened PSPRS unfunded actuarial
accrued liability (UAAL) amortization
period (from 2048 to 2040), the City
refinanced its UAAL by issuing ‘AA-" rated
COPs. This achieved substantial budgetary
savings while also funding a $14.3 million
Contingency Reserve Fund for future budget
stability. The transaction also maintained
the City’s General Fund credit ratings and

improved the rating outlook.
Pricing Results

Stifel and City senior management
aggressively marketed the issue, including

roadshow, sales force teach-ins, and one-
on-one Q&A sessions with key investors.

The City’s conservative fiscal policies,
healthy and resilient local economy and
tax base, and conservative structural
transaction elements appealed to investors.
Stifel generated 114 orders from 41
institutional investors, plus several retail
orders, with particularly strong demand
in the early maturities from banks and
municipalities. Insurance companies and
bond funds drove the bulk of demand on
the long end of the yield curve.

Heavy investor demand across the curve
allowed Stifel underwriters to lower yields
by 2 to 10 bps, resulting in a final all-in
TIC of 2.69%.
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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.



