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: WWW.PRAGADVISORS.COM

PUBLIC RESOURCES ADVISORY GROUP

May 9, 2017
Linda B. Harper, Buyer Supetvisor
Department of Administration, Purchasing Division
2019 Washington Street East
Chatleston, WV 25305-0130

Dear Ms. Harper,

On behaif of Public Resources Advisory Group, Inc. (“PRAG”), | am pleased to submit out proposal to ptovide
financial advisory setvices to the State of West Vitginia (the “State™).

PRAG would be honored to continue serving as the State’s financial advisor. Given our considerable experience
advising the State, our team has a comprehensive understanding of the State’s credit, financial and debt position
and is uniquely qualified to assist the State in completing its financings at the lowest cost of borrowing. The level
of sophistication and complex needs of our clients has demanded a business model that allows us to offer the
highest level of credit rating advice, quantitative analysis and market knowledge. We are confident that no other
financial advisory fizm can offei the same depth and project specifications to the State as PRAG. This business
medel coupled with our commitment of senior petsoniel and integeity lus allowed PRAG to be ranked as one
of the leading financial advisors in the nation for the last 31 years, having advised issuers on over $882 billion of
financings since our inception.

Independence: PRAG is an independent, nationally recognized financial advisory firm that is employee owned.
As an independent financial advisor not affiliated in any way with a broket/dealer, PRAG does not engage in any
form of underwriting, trading, marketing, or investing in tax-exempt securities, nor does it act as an investment
manager for governmental or other funds. ‘This restriction eliminates the possibility that even the appeatance of
a conflict can ever exist within our organization between marketing and financial advisoty setvices and we will
always act in the best interest of our clients. PRAG is tegistered as a Municipal Advisor with the Securities and
Exchange Commission (“SEC”) and the Municipal Secutities Rulemaking Board (“MSRB™) and is licensed to do
business in West Vitginia.

Wese Virginia Esperience: PRAG has been honoted to serve as the State’s financial advisot since 2005. Since
this time we have advised the State and State agencies on the issuance of general obligation bonds, lease revenue
bonds, toll revenue bonds, lottery and excess lottery bonds, tobacco bonds and GARVEE notes. Most recently,
our firm has advised the State on the issuance of $28.2 million Infrastructure General Obligation Refunding
Bonds, Series 2017 which generated $3.6 million in net present value savings. In total, we have advised the State
of West Vitginia and affiliated State agencies on 65 seties of bonds with an aggtregate par amount of $3.6 billion.
Furthetmore, PRAG has provided other general financial advisory setvices to the State, such as revising financial
policies, reviewing proposed legislation, formulating ctedit strategies and approaches, advising on municipal
market developments and improving new issuance disclosute. Over the course of our engagement with the State,
we have strived to be the State’s trusted advisor by offeting the highest quality comprehensive scope of setvices
in a timely manner.

Quantitative and Analytical Expertise: PRAG is known for being one of the most quantitative financial
advisoty fitms in the business. PRAG’s analytic abilities form the core of our advice on complex transactions.
By developing financing structures through a large iteration of alternative plans of finance using out highly
sophisticated financial and analytic software such as linear optimization models — our quantitative skills will
continue to ensute that the State has optimal structuring of its financings, consistent with all financial and legal
constraints. PRAG has the capability to develop models for structuring new money bonds, refundings and
restructurings, analyzing altetnative financing options, providing defeasance analysis, investment optimization,
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escrow structuting and restructuring, cash flow analysis and stress testing, bid optimization and analyses of
derivative products.

Market Knowledge: PRAG’s professional staff is aware of and has access to the latest economic data and
capital market activity from teal-time information sources. As a result of our work with frequent issuers in the
municipal matket, we are tasked with reviewing the latest financial products and market opportunities. Our
matket information and advice is timely, accurate and independent.

Credit Experience: One of PRAG's significant strengths is knowledge of credit. The fitm has developed an
understanding of the rating agency process that we do not believe is present at any other advisory firm. PRAG
provides rating agency advisoty services to states around the country and as such our general credit expettise and
experience ate unmatched. We understand the fiscal and financial challenges the State curtently faces and we
endeavor to continue in assisting the State in maintaining the State’s strong ratings.

Commitment of Senior-Level Personnel: Serving as an extension of staff, PRAG takes a pto-active apptoach
to all engagements, with senior members of the fitm always available to respond to issues raised and to provide
high quality advice in a timely manner. Furthermore, all the resources of the firm will continue to be available to
the State as needed.

Recoud of Integrity: PRAG is proud of our record of integtity. Our success has been built on a histoty of high-
quality independent advice, tesponsive setvice, the commitment of expeticnced petsonnel, and unblemished
integrity.

As stated above, we would be honored to continue to setve the State as financial advisor and we commit to the
success of the engagement. The State can be assured that it will continue to receive the highest level of setvice
possible from PRAG and we will always protect the State’s interests. Thank you in advance for your
consideration. If you have any questions, please do not hesitate to contact me.

Sincerely,

Thotnas F. Huestis

Senior Managing Director
(610) 565-5990
thuestis@pragadvisors.com
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3. Qualifications and Experience

A, Staff
Question 1. Provide a proposed staffing plan and include a full resume for each consuliant that will be assigned fo the West
Viirginia account, resumes of other key personnel who may be involved in special projects for the State, and any regulalory actions
taken or pending relating to each consullant. Also include any siaff qualifications and experience in completing simsilar projects and
copies of any staff ceritfications or degrees applicable to this project;

The State of West Vitginia is one of the fitm’s most valued clients and retaining our financial advisory relationship
with the State is of the utmost importance to the firm. We propose to use the same approach to staffing the
engagement that we have used since we were originally hired by the State in 2005. This staffing plan was
developed specifically for the State of West Vitginia to meet the btoad financial advisoty needs of the State and
provide optimal setvice. ‘The key elements of our staffing plan include:

Why ia this Impartant o the State?

Qur Approach to Staffing
L

1. Our engagement is organized on a team basis. Because PRAG does not have profit centers ot separate
business units, the State will be provided with the best
professionals in our firm for the task at hand; unlike
some other firms, we have no internal financial
incentives or conflicts that affect our staffing decisions.

2. We assign two or more senior perscnnel {(Project | This ensures that a senior adviser with wotking
Managets) to be available to the Srate on 2 day-to-day | knowledge of the State i always available to provide
basis. advice.

3. For specific projects, we assign other senior PRAG | We bring the best people for the particular project to
professionals who have expettise that matches the | the State of West Vitginia, to provide advice, efficiency
needs of the State. and cost effective expertise.

4. For certain projects, PRAG has retained independent | Use of independent specialty industry experts allows the
industry experts at specialty professional services | State to receive the best possible advice in the most cost
firms, such as actuaries, benefit consulting firms, | effective manner in order to make informed decisions.
secondary market disclosure firms or investment
consultants,

5. We assign analyst and associate level personnel to | This ensures that the State gets the best value for its
assist with quantitative and project suppott. advisoty dollar.

6. We assign a senjor PRAG partner to supervise the | This ensures that all necessary resoutces of the firm are
engagement. made available to State.

Our professionals are drawn from diverse backgrounds, including former government finance professionals,
advisots, credit analysts, bond lawyers and underwriters of municipal debt to build a team with a high degree of
credit expertise, unparalleled knowledge of the public capital markets, unmatched quantitative skills and in-depth
appreciation of the unique challenges facing the State. We have assembled an expetienced team to provide
dedicated setvice to the State to meet its financing and budgeting needs - all members of the team have worked
on the State of West Vitginia engagement in various capacities since 2005. No other financial advisoty firm
offers a team as knowledgeable, expetienced, skilled and intimately familiar with the State.

Please note that no PRAG personnei have any pending regulatory matters or have had an y regulatory
actions taken against them.

Stnce the inception of our engagement with the State of West Vitginia in 2005 over 72% of our current senior
professionals have provided financial advisoty services to the State. While we anticipate continuing to assign
firm specialists and industty expetts for specific projects, as needed, we have listed below our proposed core
project team based on the current projects. The nates, titles and responsibilities of our project team members
are as follows:

e Proposal to Provide Financial Advisory Services to the State of West Virginia 1
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* Project Supervisor is Thomas Huestis. Tom is a Seniot Managing Director and PRAG Partner. Ie
has beer: serving as the Project Supervisor on the State of West Vitginia account since PRAG’s former
supervisor and firm chairman retired and had previously served as a Project Manager on the account
since 2005. He wili continue to oversee the engagement. As a member of PRAGs three-petson executive
committee, he will ensure that the tesources of the firm are utilized to their full potential for the State’s
benefit.

* Project Managers are Christine Fay and Jessica Donnelly. Ms. Fay is a Senior Managing Directot
with the firm and has worked with the State of West Virginia since she joined the fitm in 2008. She has
served as Project Manager for the State’s engagement since 2012. Ms. Donnelly, Senior Managing
Director, has been one of the principal professionals involved with the State since she joined the fiem in
2015 and was as one of the primary bankers responsible for covering West Vitginia since 2002 at her
prior firm,

* Special Projects Manager is Steven Goldfield. Mr. Goldficld, Senior Counselor to PRAG has been
one of the ptincipal professionals involved with the State in connection with legislative reviews, workers’
compensation, pension funding, OPEBs and many other special projects requested by the State. Mr.
Goldfield has a deep knowledge of and past expetience with the State and has worked with the State
since 2005.

¢ Pricing Specialist is Monika Conley. Ms. Conley is a Senior Managing Ditector and PRAG partner.
Ms. Conley has experience advising a variety of states on negotiated pricings including the State, Indiana,
Maryland, Minnesota, New Hampshire, New Yotk, among others. Ms. Conley will assist the team with
the pricing of the State’s negotiated financings.

* Transportation Specialist is Janet Lee. Ms. Lee is a Senior Managing Ditector and PRAG partner.
Ms. Lee has worked with the State and the Department of Transportation, Division of Highways on the
States GARVEEs bonds, Route 35 and Parkways projects. She will continue to assist the Project
Managers and be available to advise on future ttansportation projects.

* Tobacco Securitization Specialist is Barry Valentinsen, Consultant and PRAG pattner. Mr.
Valentinsen worked with the State on its Tobacco Securitization and will continue to be available to the
State as needed as will Mr. Goldfield who was Co-Project Manager for the State’s tobacco securitization
that was used to generate $805 million primarily for the Teachers’ pension fund.

¢ Derivative Specialist is Andrew Evanchik. Mr. Evanchik is a Senior Managing Director with the firm
and has worked with the State since 2008. Mt. Evanchik currently provides the West Vitginia Parkways
Authority quartetly and annual interest rate swap valuations and teports and works with the Project
Managers to monitor risks and termination opportunities of the Parkways’ swap. Mzr. Evanchik will
continue to be available to advise on detivative projects.

* Regulatory Asset Securitization Specialist is Wesley Hough. Mr. Hough is a Ditector and Senior
Counselor with the firm. Mr. Hough, along with M. Huestis, advised the State and the West Virginia
Public Service Commission regarding the completed consumer rate relief securitization related to
Appalachian Power Company’s stranded energy costs. Mt. Hough is the former Co-President of PRAG
and will be available to provide advice on futute securitization projects, as needed.

* As Project Assistants, Ryan Killen, Associate and Lauten Weir, Analyst will provide quantitative
and general project support, as requited. Both Mr. Killen und Ms. Weir have already provided assistance
on a variety of projects for the State and will continue to do so.

Nuame, Title, and ‘Roles and Responsibilities and
Contact Lnformanon Belevant Background and Expenence

[Lhomas Huestis Mr. Huestis will sexrve as Peoject Supervisor (ox this engagement. Mt. Huestis joined PRAG inf
fanaging Dicc 2002 and is the resident manager of the firm’s Pennsylvania office. Mz. Huestis brings a uniquef

iih Proposal to Provide Financial Advisory Services to the Stute of West Virginia 2



- erstanding of public sector investment, debt management and financial management based on hisf
' over 25 yeats of experience as an independent financial advisor and as a municipal finance executive.

M. Huestis provides advice to a wide vardety of PRAG clients including states, counties, cities and
authorifies and has experience with all types of financing structures including gencral obligation bonds,
venue bonds, securitizations, lease and appropriation backed bonds, notes, commercial papet,
vatiable rate bonds, among others.

. Huestis has worked with the State of West Virginia since the firm was hited in 2005, Mr. Huestis}
has provided advice on a varicty West Virginia bond issues including lottety and excess lottery bonds
issued by the School Building Authority, Higher Education Policy Commission and the Econormic

26 years

| Licenses: evelopment Authority, revenue bonds for the Water Development Authority, Tobacco
Series 50 - Municipal Advisor Reg. 1Sccuritization bonds, securitization of rate telief costs for WV Public Service Commission, Lease
iRepresenmﬁve Revenue bonds issued by the Economic Development Authotity, GARVEE:s issued by the

Department of Highways, and State General Obligation Bonds. Mt. Huestis has also managed various
financial planning projects including: (i) an independent financial review and analysis of the West

irginia Parkways evaluating the need for proposed toll increases and maintaining the Turnpike in an
acceptable level of service, (if) long-term financial projections for Stonewall Jackson Lake State Park,
and the credit implications of State requested cash contributions, (iii) procurement for the private
operations for Chief Logan State Park. In addition, Mr. Huestis has provided credit and rating agency,
advice to the State including participating with the Governor and the Legislative leaders in
resentations to the agencies in New Yotk, managing communication which each of the three agencies]
on Statc bond issues, as well 25 the on-going ratings surveillance processes with S&F, Moody’s and|
Fitch.

Series 65, Investment Advisot
Representative

[n addition to his work with the State of West Virginia, Mr. Huestis has extensive experience providing
financial advice to states and state agencies. Mr. Huestis curtently acts as financial advisor to the states
of Illinois, Minnesota, Rhode Island and Vermont and has provided advice to the states of Florida,
Indiana, Maryland, New Mexico, New York and Ohio, M. Huestis has also worked with state agencies
including New Jersey Educational Facilities Authority, Maine Tusnpike Authotity, Maryland Stadium
Authority, State of New Yotk Mortgage Agency, Vermont Economic Development Authority, among
others,

Prior to joining PRAG, Mt. Huestis was the Treasurer of the District of Columbia where he wasL
Iresponsible for the management of the District’s financial assets, all debt offerings and financing
rograms, including maintaining tating agency and investor relations with the public and private debt
arkets. Under Mr. Huestis’ leadetship, the District’s S&P rating improved from “B” to “BBB.”

Mr. Huestis received his MBA from Catnegie Mellon University and Bachelor of Arts Degtee in
Government from Franklin & Marshall College. Mr. Huestis is a Registered Investment Adviser]
Representative and a2 Registered Municipal Advisor Representative. Mr. Huestis is PRAG’s Chief]
Compliance Officer for the firm’s investment advisory services.

ine F ior M. ing |Ms. Fay will sesve as Project Measger for this engugement. Ms. Tay joined PRAG in 2008 and
Ditector has over fifteen years” experience as an independent financial advisor and as a municipal finance
i cxecutive. In addition to the State of West Virginia, Ms. Fay has provided client management to latge
issuers such the States of Minnesota, Ilinois and Vermont, Ms. Fay has advised these issuers with
respect to rating strategy, structuring transactions, issuing both competitive and negotiated deals,
bidding escrow investments, monitoring refunding candidates, and dtafting and evaluating RFPs.

Ms. Fay has been advising for the State of West Vitginia since she was hired by PRAG in 2008. She
is currently working with the School Building Authority on the refunding of its 2007 Capital!
[mprovement Bonds and the Water Development Authority on the refunding of its Series 2005 Loan|
Program IV bonds. In 2016 Mts. Fay assisted the Division of Highways with the issuance of $53.38

illion of GARVEE notes to acceletate FHWA funds fot the Rock Creek Development Project, As
part of this financing Ms. Fay worked with the Division of Highways and other members of the
tking group to draft the disclosure document, develop the rating strategy, prepare the rating and
{Licens investor presentation and structure the bonds. Mrs. Fay has setved as a Project Manages for the State’s
Seties 50 - Munidpal Advisor Reg. engagement since 2012 and since this time Ms. Fay has advised the State on the issuance of State Road
Representative and Infrastructure general obligation refunding bonds, lease revenue bonds to fund construction and|

‘ ﬁh Proposal to Provide Financial Advisory Services to the State of West Virginia 3



renovations to the Faitmont, Clarksburg and Building 3 projects, lottery and excess lottety revenue
bonds to fund school construction, environmental improvements to the Chesapeake Bay and
Greenbrier River and is currenty working on an issuance to fund improvement to the Cacapon Stare
ark. Furthermore she has worked on refunding transactions fot the School Building Authority, Water
evelopment Authority, Higher Education Policy Commission and Economic Development
Authority. Ms. Fay worked on the Qualified School Construction Bonds for the School Building
uthority and the Build Ametica Bonds (BABs) for the Higher Education Policy Commission that
closed just prior to December 2010 when the ARRA (stimulus legislation) expited. By selling BABs
the Commission saved 60 basis points in borrowing costs which genetated an additional $3.85 million
fot building projects.

fs. Fay has served as the point of contact with the State’s rating analysts and has fostered
communication with the analysts and State representatives through the years. Ms. Fay has advised the
State on tating strategy, timing, approach and presentation for multiple State credits. In 2014, Mts.
Fay worked intimately with the Department of Administration and the State’s Disclosure Counsel in
reparing the questionnaire to self-report missed and late continuing disclosure filings under the
CDC Initiative. Ms. Fay has also reviewed and provided comments on proposed legislation
including, most tecently in the 2017 legislative session, reviewing legislation for the tax reform, the

onds for the Patkways Authotity. Mrs. Fay has also developed models to project debt capacity for
the Governaor’s Infrastructure Plan.

tior to joining PRAG, Ms. Fay setved as the Debt Finance Manager at the County of 8an Diego
Kwhere she oversaw 2 $2.4 hillion debt portfolio, managed the County’s debt issusnce process, was on
the capital planning committee, and setved as the point of contact to the rating agencies. As the Debt
Finance Manager at the County of San Diego, Ms. Fay successfully managed lease revenue
transactions, conduit financings, formed the County’s first special tax district, and was instrumental
in the County getting upgraded to AAA by Standard and Poor’s.

Ms. Fay received her MBA from UCLA Anderson School of Business and a Bachelor of Arts degtee
jin Economics from the University of Pennsylvania.

...‘

L]

16 years
 Licenses:

Seties 50 - Municipal Advisot Reg.
Representative

Ms. Donnelly will sorve a3 Project Maunsger for this engsgement. Ms. Donnelly joined PRAG
in its Media, Pennsylvania office in May 2015 and has 16 years of municipal finance experience. In
her capacity at PRAG, Ms. Donnelly provides ctedit, market and deal structuring advice and overall
project management for vatious PRAG clients. Priot to joining PRAG, Ms. Donnelly was a Director
[t Citigroup Global Markets Inc. in its Public Finance Department and worked on the structuring,

negotiating and development of over $15 billion in financings for state and local issuers. At her

tevious firm, Ms. Donnelly provided day-to-day management for general municipal clients in the
Mid-Atlantic region and several project finance issuers thtoughout the country. Her work at Citigroup
included working in the State of West Virginia since 2001 and most recently serving as one of the
primary bankers to the State of West Virginia and its agencies and universities.

Since joining PRAG and at her ptior firm, Ms. Donnelly has extensive experience with the State which
includes building complex capital planning models, developing rating strategies, transaction
ustructuring and evaluating funding options for various State issuets. Specifically, for education issues,
Ms. Donnelly has wotked on all Higher Education Policy Commission (“HEPC”) transactions since
2004 and was involved in the creation of the double-barreled credit structure that combines the
HEPC’s Education and General Capital Fees and statuaty allocations for the Lottery. Ms. Donnelly]
has worked on all of the School Building Authority transactions since 2009 and more recently has
worked on developing rating strategies and monitoring the Authority’s funding plan to be sure thete
is an ongoing and consistent funding source for K-12 construction projects into the future. This work
has included a deep focus on the State’s Lottery credit.

s. Donnelly served as a co-project manager on the recent issuance of the State’s GARVEE Bonds
through the WV Division of Highways. She assisted in the rating strategy, structure developtnent and
executing of the financing, Ms. Donnelly also worked with the WV Parkways Authotity on various
I:la.lysis including refundings and credit facility replacement. More recently, Ms. Donnelly has bean

integrally involved in the evaluation and development of the Governor’s transportation initiatives

F

hich include the continued tolling and leveraging of those toll revenues as well as the implementation

Froposal to Provide Financial Advisory Services to the State of West Virginia 4
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Jof the single fee program. In addition, Ms. Donnelly assisted the members of the Administration as]
they evaluated the findings of the Blue Ribbon Commission on Transpottation by developing models
for assessing bonding capacity and funding options for the State’s transportation needs.

Ms. Donnelly worked on the State’s Series 2005 General Obligation State Road Refunding Bonds
lilaving primary responsibility for the credit approach and numerical analysis. Ms. Donnelly tecently]
dvised the State on the refunding of its outstanding Series 2006 Infrastmcture General Obligation
Bonds. This financing was competitively sold on Januaty 5, 2017 and resulted in approximately §4|
jmillion in Net Present Value Savings for the State with over $2.4 million of savings in Fiscal Year
2018. Ms. Donnelly has also advised the State on lease financings including the Cortectional Facility|
financings and vatious State Office buildings.

Ms. Donnelly has worked with vatious other State issuers nationally including the States of Maryland,
New Jersey, Delaware and Georgia as well as the Commonwealths of Pennsylvania, Kentucky and

irginia. Ms. Donnelly has worked with a number of other state-level authorities and local issuers)
such as, Pennsylvania State Public School Building Authotity, the Pennsylvania Economic

cvelopment Authotity; the Pennsylvania Higher Education Facilities Authority, the Virginia
Resources Authority, Fairfax County Watetr Authotity, the City of Hampton, the Virginia Department
of Transportation, Loudoun County, the City of Richmond and the City of Suffolk. Ms. Donnelly’s
experience has included 2 variety of different secutity structures and includes refunding transactions,
[complex restructurings, innovative financings and new money financings. For each of these
engagements, Ms. Donnelly is involved in the deal structuring, credit rating strategy, financial analysis
fand marketing.

1
isOrs.
26 yeats
| Licenses:

Series 50 - Municipal Advisor Reg.
Representative

M. Goiditeld will serve a3 Special Projects Mensger for this engagement. Mr. Goldficld has
26 years of expetience in the field of public finance. Mr. Goldfield has worked with PRAG since
2005.

t. Goldfield has participated in the West Virginia Tobacco Settlement Authority’s $911.1 million
taxable offering, three successful qualified school construction bond financings, including the first]
successful state-wide issue, lottery-backed public school funding for the West Virginia School Building
L\uthority, and transactions with the Highet Education Policy Commission, Parkways Authority and]
Economic Development Authority. Mr. Goldfield was a co-presenter at an all-day “Bond School”
resentation to state level officials in West Virginia from several departments and agencies that are
involved from time to time in the issuance of bonds. Mz, Goldfield has been asked to comment onl
multiple legislative proposals relating to bond issuance in West Vitginia, and has patticipated in
resentations and discussions with legislative leaders, the Govetnot’s staff and the Governor.

For the State of Illinois, he patticipated in the execution of two tax-exempt working capital ﬂnancingsL
totaling approximately $1.5 billion. The first of the two financings enabled the State to significantly
jincrease its matching funding under the Federal government’s FMAP program.

Mt. Goldfield assisted the State with tobacco securitization, which at the time was the lasgest taxable
transaction of its kind ever successfully completed. This transaction saved the State several billions of
dollars, reduced the annual funding level to an affordable cost and significantly improved the funding|
evel of the Teachets’ Retitement System which along with diversification of the West Virginia
economy, had been the rationale for West Virginia’s low rating at the time. He also assisted the State
with the transfer of teachets from defined contribution plan back into defined benefit plan while
Jreducing the overall annual funding cost to the State for such transferees.

In addition, Mr. Goldfield provided independent analysis of OPEB liability and reviewed benefit

sttucture and operations of PEIA leading to a seties of recommendations that enabled the State to

shift heaithcare costs to the Federal Government, thereby saving the State in excess of $100 million

and reducing the OPEB liability substantially. He also made a presentation to the Senate and House

finance committees comparing West Virginia to other states and provided ideas to reign in this
owing liability including capping the State’s conttibutions.

Mr. Goldfield has patticipated at the state level with drafting and review of bond-related statutes in

claware, Pennsylvania, in addition to West Virginia. Mr. Goldfield was primarily responsible for
advising the State of West Virginia with respect to legislative initiatives in the areas of lottery secured
and excess lottery secured bond financings and other bond related statutes. While practicing law in

Proposal to Provide Financial Advisory Services to the State of West Virginia 5



the area of municipal finance for 13 years, he has become very familiar with a wide vatiety of aspects!

f Federal securities law and Federal tax law relating to issuance of tax exempt and taxable bonds
including arbitrage and rebate, yield reduction payments, multi-putpose allocation rules, private
activity bond tests, restrictions relating to refunding bonds, and disclosure requirements under
applicable securities laws, among others.

Since 2013, Mr. Goldfield has spent a substantial portion of his time assisting the Commonwealth of
ennsylvania with a recovery plan for the City of Harrisburg which includes long term budget;
restructuring, monetization of certain assets, expense reduction initiatives and working with municipal
officials of the state capitol to develop a long term solution to infrastructure needs, economic
developmeat, OPEBs and other challenging issues confronting municipalities.

[Mt. Goldfield practiced law in the City of Philadelphia as a patiner at Saul Ewing and a Senior Member
of Cozen O’Connor priot to joining PRAG. As such, he has served as underwriters’ counsel, bond
counsel, issuer’s counsel and more recently as financial advisor and thus brings a wide array of]
¢rspective to his services. Mr. Goldfield is a member of the Board of Directors of the Pennsylvanial
ssociation of Bond Lawyers. Mr. Goldfield received his Bachelot of Arts Degree with distinction
in Political Science from The Geotge Washington University and his J.D. cum laude from Villanova
w School.

= Ho Cons

'whouoh({@prasadvisors.com

35 years

Licensos:

Series 50 - Municipal Advisor Reg,
Representative

Mz. Hough will serve as Regulatocy asset Secuditisution Speciakist for this engagement. One
of the founding partners of PRAG, Mt. Hough has over 35 years of public finance experience and

s a broad background in public securities issuance including specific expetience in public enterprise
revenue-based financings and utility tariff securitization,

r. Hough managed the firm’s Los Angeles office untl 2008. He worked on the three inaugural
issues of Rate Reduction Bonds 1ssued in 1997 by the State of California on behalf of PGE, SCE and
SDG&E. He served as a key member of the financing team that completed the three transactions
totaling $6.1 billion and participated in development of the credit rating approach for the transactions
which succeeded in obtaining triple-A bond ratings from all three rating agencies. A similar apptoach
fro utility tariff securitization as was first used in California has since been used by utilities and Public
Utility Commissions across the country.

Mt. Hough also worked on the firm’s utility tariff securitizations for the States of New Hampshire and
Connecticut and during 2007 he managed the firm’s work for the Maryland Public Sesvice Commission
on the issuance of $623.2 million Rate Stabilization Bonds on behalf of Baltmore Gas & Flectric. He
Jsetved as the Maryland PSCs representative on all matters related to the issuance of the bonds, including
underwriter selection, bond structuting and bond pricing, in ordet to ensure the bonds carried the lowest
cost to ratepayers. He also wotked on secutitizations for the West Virginia Public Service Commission
jand the District of Columbia.

Prior to founding PRAG, Mr. Hough was Manager of the Government Finance Officers Association,
Government Finance Research Center. While Manager of the GFRC, Mr. Hough was responsible for
the Center’s debt management and financial advisory activities. Mt. Hough has published several articles
in the area of public finance and is co-author of the book Creative Capital Financing for State and Local
Governments. He holds a BA. degree in Economics from the University of Michigan and a Master’s
degree in Economics from the London School of Economics.

s. Conley will serve as Pricing Specialist for this engagement. Ms. Conley serves as project
anager for the states of Matyland, New Hampshire and New York, the New York Local
Government Assistance Corporation, New Yotk State Thruway Authority, New Hampshire Tutnpike
System, Baltimore County and Monmouth County. She has also assisted the states of West Virginia,

abama, Flotida, Georgis, Maryland and Visginia in the issuance of general obligation, revenue and
lease revenue bonds and on special projects. She has worked on financings for a vartety of putposes
including transportation, water and wastewater, solid waste disposal and general governments.

Ms. Conley has developed cash flow models and models for structuring new money and refunding
issues for PRAGs clients. In addition to providing the quantitative analyses on PRAG engagements,
et tesponsibilities have included review of legal documents, drafting of the official statement and the]
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25 years notice of sale, preparation of presentations for rating agencies and communication with issuers, bond
counsels, underwriters and investment bankers.

M’-’ o ] For the State of New Hampshire, Ms. Conley has advised on all bond issues since 1992. She is

Series 50 - Mumclpal Advisor Reg. kinvolved in the preparation of rating agencies’ presentations for the State and the yeatly updates of its

Representative debt affordability study. For the State of New York, Ms. Conley assists in all bond issues, both new

money acd refundings. She prepares bond structures, calculates true interest cost in competitive sales
and resizes the issues to comply with the state and local law. She evaluates refunding opportuniiiesq
and setves 2s a contact with underwriters. She was involved in the development of PRAG’s call
option pricing model which was accepted by the State as a benchmark for selecting tefunding
candidates. She prepares rebate calculations and valuations of investments of bond proceeds, reviews
quests fot proposals recetved by the State and participates in a vadety of other projects. Ms. Conley|
assists in negotiated pricings of bonds for all her clients and for PRAG’s Florida clients. She has also
assisted in the successful pricing of the West Virginia’s Lottery bonds. Most recently, Ms. Conley
ssisted with the WDA Infrastructure Refunding Revenue Bonds (IJDC Program), 2016 Seres A a.ndh
(WDA Water Development Refunding Revenue Bonds (Loan Program IT) 2016 Series A-II in
November and December 2016,

Ms. Conley received her B.S. and M.S. degrees from the Central School of Planning and Statistics in
arsaw, and a Ph.D. from New York University. She also hasa M.B.A. from the Columbia University
Graduate School of Business.

Ms. Lee will serve a3 Transportetion Specinlist for this engagement. Ms. Lee has been involved
in the public finance field since 1990. She has served as financial advisor to the states of Alabama,
fCalifornia, Connecticut, Georgia, Matyland, Massachusetts, New Jetsey and Vitginia. She has also
provided overall project management and quantitative analysis for several transportation entities
including the Georgia Department of Transportation, the Georgia State Road and Tolkway Authority,
the Los Angeles County Metropolitan Transportation Authority, the New Jersey Transportation T'rust
Fund Authority, the Oregon Department of Transportation, the Virginia Department of Rail and
Public Transportation, the Virginia Department of Transportation and the Washington State
epartment of Transportation,

Ms. Lee has served as financial advisor to the Virginia Department of Transportation since 1995,
e roviding a full range of setvices. She has successfully completed over $6 billion of financings for
FPublic Finsnce Bxpesicace: DOT, including financings which ate supported by the Transportation Trust Fund and GARVEEs.

25 years Ms. Lee was tesponsible for the overall transaction management, including developing the financing
Li . sttucture, managing the POS/OS process, developing the rating agency presentations, verifying bids
Series 50 - Municipal Advisor Reg. and assisting in closing activities. She has assisted VDOT in developing a direct GARVEE progtam,
Reptesentative subordinate to its indirect GARVEEs, where proceeds will be used for the public funds contribution

for P3 projects. Ms. Lee has evaluated the public-private proposals received by VDOT from the
standpoint of financial feasibility, risk allocation and strength of financial guarantees provided.

s. Lee also advised the Georgia State Road and Tollway Authotity on the issuance of its Guaranteed
Revenue Bonds, which are secuted by motor fuel taxes and other transportation related revenues. She
Lalso advised the State of Geotgia in developing its $3 billion GARVEE program and sttuctuting a
direct and indirect program along with a variable rate component in the form of commercial papet.
She has also assisted the Georgia Department of Transportation in evaluating public-private
lpa.ttnetship proposals it has received and advised on the Northwest Cortidor Managed Lanes project.

She also assisted West Virginia, New Hampshire and District of Columbia in the development,
sttucturing and implementation of their GARVEE programs. Most recently, Ms. Lee assisted the
ibroiect ream with the West Virginia GARVER transaction in December 2016.

Prior to joining the firm in 1992, Ms. Lee worked at Moody’s Investors Setvice in the public finance
department, rating letter of credit supported bond issues. Ms. Lee formetly worked at the City of New
ork’s Office of Management and Budget in the Tax Policy, Revenue Forecasting and Economic
nalysis Task Force. In addition to a M.B.A. from New York University, Ms. Lee holds a BA. degrec
in Government from Cotnell University at which she was a Cornell-in-Washington scholar.

g Proposal to Pravide Firancial Advisory Services to the State of West Virginia 7
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. Valentinsen will setve ss Tobscco Secusitixation Specialist fr this cagagement Mr.
ragadvisors.com[Valentinsen formetly was a Senior Managing Director and Partnet at PRAG. He joined the firm in
1997, retired in July 2015 and cutrently is engaged by PRAG as a consultant to assist on selected
visory engagements. Mr. Valentinsen worked on neady all of the firm’s tobacco engagements,
here asset-backed bonds are issued secured by future payments made under the national tobacco
aster Settlement Agreement. In addition to West Virginia, completed financings include the states|
of Louisiana, New York, California, South Carolina, New York City, Montoe County (NY), the
istrict of Columbia, the County of Los Angeles, the County of San Diiego and the City of San Diego.
t. Valentinsen assisted in all aspects of these financings including transaction planning, managerment]
and execution, bond structuring, ratings and investment alternatives to maximize proceeds. In
addition, ke provided advice to several PRAG clients on the potential costs and benefits of secusitizing
their tobacco settlement revenue, including the states of Flotida, Connecticut, Georgia, Maryland and
New Hampshire, as well s a number of California localities.

Series 50 - Municipal Advisor Reg.
Representative

Prior to joining PRAG, Mr. Valentinsen worked 15 years in New Yotk State Government, where he
held positions that included Assistant Secretary to the Governor, Deputy Commissioner for|
'Administration for the State Agriculture Department and Principal Fiscal Analyst for the Assembly
Ways aad Means Committee. He also holds an MBA in Finance from the University at Albany, an
MA from the University at Albany and a BA from Temple University. M. Valentinsen is a Registered
Municipal Advisor Representative and a Registered Investment Adviser Representative.

drew F i nior Mz Emncliik will sexve as Detivatives Spocislist fr this engagement. Mr. Evanchik provides}
i i quantitative analysis for the derivatives transactions of PRAG ciients, including West Virpinia. [is
tresponsibilities include constructing and updating finencial models, conducting sisk analysis and
assisting with negotiated and competitive sales. Mr. Evanchik has prepatred quartetly swap valuation
[reports for the Parkways Authority and option value analyses for various bond issues for the State of]
= [West Virginia. Flis tesponsibiliies also include constructing and updating financial models,
: conducting risk analysis and assisting with negotiated and competitive sales. He has constructed debt
Jsetvice models for the State of New York, LGAC, the State of New Hampshire and other PRAG’s
clients,

He has constructed debt setrvice models for the City of New York where he is responsible for the
g g financing mumbers related to new money and refunding transactions. He assisted the Empite State
Fioence Expedence Development Corpotation in structuring, analyzing the cost-effectiveness and implementing |
negotiating pricing process for four swaps, each with four counterparties, totaling over $680 million.
For the City of Phoenix, Mr. Evanchik has modeled a fixed /variable-rate refunding which involves a
floating to fixed swap used in combination with VRDIBs to achieve extra savings versus a fixed-rate
funding. Mr. Evanchik has also petformed numerous swap termination/mid-matket calculations
for City of New York and State of New York.

Mr. Evanchik graduated from Columbia University with a MS in Financial Enginecting. Mr. Evanchik]
also holds a BS in Systems Engineering from the University of Vitginia.

& Kiilea will secve as Project Assistant for this enggement. Mr. Killen provides quantitative,
analytical and project support for PRAG clients. His responsibilities include debt structuring and
optimization, modeling and refunding analysis. Since his arrival at PRAG in March 2016, Mr. Killen
has been involved in several financings for the State. Specifically, he verified the refunding numbers|
and reviewed legal documents for the Water Development Authority’s Loan Program II and IJDC
revenue bonds, calculated and reviewed the competitive bidding sales results for the State’s
Infrastructure General Obligation Bonds and provided comments to documents, such as the,
underwriters RFP and Memotandum of Understanding, for the recent GARVEE’s issuance. Among]
other tasks not related to bond issues, he has collaborated with Moody’s regarding details of the State’s

L . nct tax supported debt calculations and reviewed and validated continuing disclosures with DAC in
Public Finence Brpettence: regards to specific bond transactions and the State’s issuing agencies. Priot to joining PRAG, M.
Killen wortked for an international law firm within their public finance group serving municipalities
and underwriters throughout the bond transaction process.

eties 50 - Municipal Advisor Reg.
Representative

Seties 65, Investment Advisor
epresentative

Mr. Killen holds a B.S. in Finance from St. Joseph’s University and a MB.A. from St. Thomas
University.
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s. Wair will serve as Project Assistuat for this engagement. Ms. Weir joined PRAG in its]
Media, Pennsylvania office in 2016 as 2n Analyst. Ms. Weir provides analytical, project, and marketing
support to PRAG’s municipal financing engagements, encompassing research, drafting and editing
documents, and general advisory support. Ms. Weir also engages in business development through
prepating responses for requests for proposals. She assists the senior staff in all aspects of PRAG’s
Jfinancing engagements.

Ms. Weit bas provided support in connection with the West Virginia (Commissioner of Highways)|
Surface Transpottation Improvements Special Obligation Notes, Series 2016 A, the School Building
Authority of West Virginia Lottery Capital Improvement Revenue Bonds, Series 2016B, and the West]
Virginia Infrastructure General Obligation Refunding Bonds Seties 2017. She helped to assemble the
pre-pricing and closing books for each issue, provided support on the day of bidding for the GO
Infrastructure issue, summarized Undetwriter proposals for the GARVEE issue, and provided general
support throughout each of the transactions,

!Ms. Weir received her MA Ed. from the College of William and Mary and her B.A. in History from
t

he Pennsylvania State University.

Question 2. Please list the toial number of finandal advisory consultants that your firm emplys. Please describe the respective seniority
of each consultant. Plase indivate the number of clients for which each consultant is responsibl.

PRAG currently employs thirty (30) public finance professionals. The table below provides the name, title, years
of public finance experience, years with PRAG, the number of clients each professional is responsible for and
indicates the professionals that have provided financial advisory setvices to the State.

Financinl Advisory
Profesgionals

MNomberof

Clients

Hius Providoed

Service 10 the

State af West
Nieziniu

Y Professional is
Yeard of with Respunsibile

Experience Firm For

Steven Peyser™f President Over 32 3 I3 v

Edmund Soong*} Executive Vice President Over 29 20 8

Thomas Huestis*t Senior Managing Director Over 26 14 9 v
May Chau*} Senior Managing Director Over 19 5 10

Louis M. Choi*} Senior Managing Ditector Over 14 12 8

Monika Conley*} Senior Managing Director Ovet 25 25 6 v
ﬁyn Dinzey* Managing Directot Over 15 i4 6 v
Jessica Donnelly* Senior Managing Director Over 16 2 12 v
Matianne Edmonds*f Senior Managing Director Ower 37 12 8 v
Andrew M. Evanchik*} Senior Managing Director Over 13 i3 8 v
Christine Fay* Senior Managing Director Over 15 9 7 v
Daniel Forman* Managing Director Over 6 5 6 v
Wendell Gaertner*} Semmnaging Director Over 25 4 8

Steve Goldfield* Senior Counselor Over 26 12 5 v
D. Mark Gooding*{ Senior Managing Director Over 31 14 8 v
Wesley Hough* Senior Counselor Over 35 32 2 v
Christine Ilarina* Managing Director 14 11 7 v
Michelle Issa*¥ Scniomanaging Director Over 29 8 10

Janet Lee*t Senior Managing Director Ovwer 25 25 9 v
Jocelyn Mortensen*} Senior Managing Director Over 29 11 11 v
John Schopfer* Senior Managing Director Over 36 1 5

Barry Valentinsen* Senior Counselor Over 34 19 3 v
Danie] Fanger* Assistant Vice President 11 1 As required

Alexandza Hilgeman** Associate 1 1 As required

Ryan Killen** Associate Ovet 6 1 As required v

@* Propesal to Provide Financial Advisory Services ta the State of West Virginia 9



Xun Lin* Vice President Over 9 5 As required v
Benjamin Martin™* Analyst i 1 As required
Nazomi Rinaldi** Analyst 1 1 As required
Heather Sutheriznd** Analyst 5 5 As required
Lauren Weir* Analyst 1 i As tequired v

*Represents senior PRAG professionals,
Represeats PRAG shateholders. Mr. Peyser, M. Thomas FHuestis and Me. Soong ate members of PRAG’s executive committee.
**Represents associate and analyst professionals.

Our reputation for outstanding client service is in patt due to our team approach to staffing our engagements
and our business model, which focuses on ptimarily serving clients either with complex long-term capital
programs ot with an ongoiag need for financial advisory setvices. 'This allows the firm to assign fewer clients to
each professional, which permits greater time and attention to be paid to cach client. Each senior ptofessional
only setves approximately five to ten clients. Our business model is in contrast to other financial advisoty firms,
where senior professionals cover a large number of clients. PRAG has avoided that type of model, as we believe
it results in the over-extension of senior professionals and an over-reliance on less expetienced junior staff
members. We are strategic and selective in our new business as we are always mindful of ensuting that the full
resources of the firm are mobilized in any client engagement. For this engagement, senior petsonnel will be
available at all times to devote the necessary time and resources to the engagement to ensure that the State
feceives prompt attention at any time. Our commitment to bring all the resources of PRAG is demonstrated by
the table above. More than 72% of the senior professionsls at the firm have provided finaacial advisory
services to the State of West Virginie
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B. Company Backgroyud

Question 1. Desaribe your firm's background and history in providing services requested horein. T'his should inchide descriptions
of past profects completed, the location of the projects, project manager wames and conlact information, type of projects, and what the
project gouls and objectives were and how they were met.

PRAG is an independent financial advisory firm otganized as a subchapter S corporation wholly-owned and
managed by its employees. The firm was founded on May 1, 1985 to provide independent and comprehensive
financing support to state and local governments and their authotitics and has continuously served only
governmental entities for the firm’s entire 31 year histoty. PRAG has five offices across the country, including
our headquarters in New York City, Philadelphia, Los Angeles, Oakland, and St. Petersbutg. Our success is built
on 2 history of high-quality independent advice, responsive service, commitment of expetienced personnel, in-depth
knowledge of the markets and the rating process, unmatched quantitative skills and unblemished integrity. PRAG
is a registered Municipal Advisor with the Secutities 2nd Exchange Commission (Municipal Advisor Registration
Number 867-00146) and the Municipal Securities Rulemaking Board (MSRB ID K0133) and is registered as an
investment adviser under the New Yotk Investment Advisers Act in the states of California, Florida, New York,
Pennsylvania and the District of Columbia.

As 2n independent fingacial sdvisor not afliliated ia any way with 2 broket/desler, PRAG does not eagage
in any fonm ofundervwriting, tradiag, marketing, or investing in tax-exempt secunities, por does it actas an
investment mansger ﬁrgo_vgt.nmmml or other firads. This PRAG Financial Advisory Rankings

restriction eliminates the possibility that even the appearance of a

- . e w P ] . 1) —"H
conthict can ever exist within our orgamzation between marketing AR =2010)
and financial advisory services and we will always act in the best Total Long Mirhet
interests of our clients. This enables us to offer uncompromised Term National  Share

setvice through independence. Municipal  Rank by Iy
. lssimnee® Violume  Voluwme
LEADING NATIONAL FIRM. PRAG has been consisteady

ranked as one of the top three national financial advisory | 2016 $33.4 3 3.5%
fizms over each of the past tea peets, ss shown, The national | 2015 $30.9 3 2.9%
expertise of a financial advisory firm does not, at face value, seemn | 2014 $27.9 2 10.8:/:.
to provide ditect benefits to a given issuer with individual and |2013 $30.9 2 10.2‘.6
specific needs; however, PRAG petsonnel are able to leverage L $‘26'5 2 LS OA'
the collective expetiences of the firm to provide insights that ate ig}; ;;‘1]‘1’ ;’ gzﬂf
not frequently available on a timely basis from smaller firms. : ——
. : . g ., 2009 $42.5 2 13.5%
With out client base including some of the nation’s mest frequent
L. . . . 2008 $20.3 3 7.5%
municipal issuers, PRAG is one of the first financial advisory ,
. . . . 2007 $27.3 3 6.4%
fizms introduced to the latest innovations in the marketplace. In *$’s in billions. Source: Thomson Routers
addition, we are extremely active with primary offetings and can ) )

observe first hand shifting investor preferences.

LEADING FINANCIAL ADVISOR FOR LARGE
IsstiR2. PRAG specializes in advising states,
state agencies and other latger issuers across the
country, such as the State. PRAG is engaged as
D e — B30T financial advisot to nine of the top 10 most active

NYS5 Do Antesty [ 15,9160 . . . .
s T N —A issuets in the nation, as shown in the chatt to the
- £ v 191,

2016 Top Ten Municipal Issuers

——— L : right.
uNY Clem;:i?m.fT#}- _“}:;_?m The firm has built this client base by
New Yodk, N [ $35520 concentrating on issuers with latge, complex
Connecticor [ §3.6567 financing programs for whom the debt
Chicago, 1L [N §55240 management function is highly important. As
Dincs [N $13619 noted above, we are often the fitst financial
Somok T Ervese Mo $ B0 B0 $6000 800 MM advisory firm to teview the latest innovations and
Eante dodes i grear epsmisnt swven fov which FRAG ke promided Snaesic) sdvhos sermuzes.
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changes in the marketplace. PRAG leverages this information by informing our clients of the innovative
developments and through our analytical and quantitative expertise to form our own independent views on
matket developments and how they may impact our clients. This state-of-the-art analysis and information is
valuable to the State as a regular market issuer.

LEADING GENERAL OBLIGATION  FINANCIAL
ADVISOR. For the last decade, PRAG has been a
leading Financial Advisor for General Obligation
Bond Issues having served as primary financial
advisor for 676 general obligation bond Iissues
totaling approximately $185 billion during that time.
PRAG's general obligation experience includes general

2007 57 22,799.80 1 obligation financing programs for the cities of New York,
2008 60 12,773.30 1 Los Angeles, San Jose; District of Columbia; states of
2009 84 29,631.70 1 West Vitginia, California, Georgia, Illinois, Maryland,
2010 82 21,095.50 i Minnesota, New Hampshire, New York, South Carolina,
2011 58 11,650.70 2 Rhode Tsland, Vermont and the Commonwealth of
2012 69 14,405.90 2 Virginia, in addition to many counties. PRAG personnel
2013 66 17,788.00 1 are able to leverage the collective experiences of the firm to
2014 59 14,165.30 1 provide insights on the issues and state-of-the-art debt
2015 68 21,707.50 1 practices of other large issues that are not frequently
2016 73 19,039.10 3 available on a timely basis from firms without a large-issuer
Total 676 $185,056.80 focus. As seen in this table, our fitm has been 2 leading
Source: Thompson Reuters financial advisor to general obligation bond issuets over

the past decade. This is of particular relevance to the State given the passage of Senate Joint Resolution 6, which
authorizes the issuance of up to $1.6 billion in general obligation bonds to be used for improvement and
construction of state roads: PRAG reviewed this legislation in various forms when it was being drafted and
provided recommendations on the provisions in order to ensure that the State’s rating and credit objectives were
being met, and the bonds teceived the best execution, if and when issued. PRAG also has significant expetience
advising the State on the issuance of general obligation bonds for both state road and infrastructure projects.
Our firm has advised the State on the issuance of six series of general obligation bond with an aggregate par
amount of $381 million. All of these issuances were refunding bonds and PRAG helped save the State $52.4
million in net present value savings from the issuance of State general obligation refunding bonds.

UNRIVALED STATE AND STATE-LEVEL EXPERIENCE. PRAG js 2 leading financial advisor, independent
or otherwise, to states as well as state agencies and aurhorities. No firm can match our experience In providing
financial advisory setvices to states. We have assisted more than sixty states and state-level authorities and agencies
on financings totaling over $490 billion. We have provided a full range of services, including advising on bonds
and approptiation debt issuance, preparing plans of finance, ;

maintaining  debt databases, developing alternative bond
structures, investing bond proceeds and debt service funds,
developing capital and debt management plans, advising on
credit and rating agency strategies, assisting with the
development and implementation of marketing plans,
providing legisiative and public suppott and advising on new
developments in the municipal matketplace. In the map to the
right states shown in green indicate that PRAG has provided
financial advisory setvices to that state or state-level issuer.

This expetience means that we have developed unmatched
knowledge of state legal structures and have unique relationships with state credit rating analysts and underwriting
syndicate desks that will enable the state issuer to achieve the lowest botrowing cost. The table on the following
page provides a list of the selected states and state level authorities and state agencies for which PRAG curtently
provides financial advice.
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States and State-Level Authorities PRAG Cutrently Provides Service to

States State-Level Authorities
State of Caiifornia Alabama Department of Transportation Northeast Maryland Waste Disposal Authority
State of Colorade Dormitory Authority of the State of New York Otegon Department of Energy
State of Connecticut Empire State Development Oregon Department of Education
State of Flonda Florida Department of Teansportatior: Financing Corporation Oregon Department of T'ransportation Financial Services
State of Georgia Florida League of Cities / Flotida Municipal Loan Council ~ Texas Department of Transportation
State of Hlincis Georgia Board of Regents Vermonut Economic Development Authority
State of Maryland Georgia Department of Transportation Virginia Coilege Building Authorty
Comimomwealth of Massachusetts Georgia Environmental Finance Authority Virginia Department of Transportation
Staee of Minnesota Georgia Higher Education Facilities Authority West Virginia Department of Transportation
State of New Hampshire Georgia State Road and Tollway Authosity West Virginia Economic Dev. Authority
State of New Mexico Massechusetts Sckool Building Authority West Virginia Higher Education Policy Commission
State of New Jersey New Hampshire Turnpike System ] West Virginia Paricway Authority
State of New York New Jersey Edu(_:auof‘la] Facilities Authority West Virginia School Building Authosity
State of Oregon New York Housing Finance Agency West Virginia Water Development Authority
Commonweslth of Peansylvania New York Local Government Assistance Corporation
State of Rhode Island New Yotk Municipal Bond Bank Agency
State of South Carolina New York State Theuway Authority
State of Vermont
Commonwealth of Virginia
State of Washington
State of West Virginia
District of Columbia

BROAD RANGE OF SERVICES. Ay g fall-service municipal advisoty fiom, PRAG provides a comprehensive
range of services and advises clieats on all financial matters. PRAG serves as a general financial advisor to
a wide vatiety of governmental entities, providing 2 comprehensive range of services and advising clieats on all
financial mattets, including those highlighted within the State’s Project Specifications. It is impottant to note
that each of these setvices gtew out of the specific needs of out clients. The common element they all share is
the goal of improving overall financial performance and governmental effectiveness, while enabling essential
projects to be funded. PRAG’s setvices ate individually tailoted to our clients’ needs. PRAG is not product
driven. Our firm has a proven tecotd of developing debt and investment advisoty programs, providing detailed
and in-depth quantitative analysis and financial product innovation. PRAG also has expetience in structuring and
marketing bond issues and presenting credits to credit rating agencies. In addition, PRAG provides 2 variety of
other genetal financisl advisory services including long-term capital planning, financial policy development,
liability management advisoty services (OPEB, pensions and workets’ compensation), debt affordability analysis,
cash-flow analysis, revenue and expenditure analysis, debt monitoring, legislative development and analysis, P3
project negotiation assistance, supporting investor and other stakeholder relationships, client staff training and
development, assistance in selecting working gtoup membets, credit providers and more.
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Highlights of PRAG’s comptehensive financial advisory setvices provided to the State include: development of
a “promise and performance” based rating agency strategy that yiclded rating increases for the State from all
three rating agencies in 2009 and 2010 reducing the cost of State bottowing and increasing refunding savings;
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serving as advisor to the state in connection with 1) reducing the workers’ compensation unfunded accrued
actuarial lizbility in excess of $2.8 billion, ii) capitalizing the employers’ mutual insurance company at $400 million
less than requested by BrickStreet, ii) developing a funding plan that avoided issuance of $1.5 billion of pension
obligation bonds, and iv) reducing premium paid by all businesses and government by in excess of 35%; assisting
with 2 comprehensive plan to re-focus the Parkways Authority on its cote mission and to eliminate liabilities with
respect to Tamarack; financings for State patks; assisted the Governor with a comprehensive teview of the
governance structure and risk profile being putsued by the Consolidated Public Retitement Board after the
financial ctisis; increasing the competition of investment banks that ate coveting West Vitginia and have now
participated in both negotiated and competitive offetings which we believe has also reduced the cost of capital
for the State and increased the number of firms bringing idcas to the State; assisted the Depattment of
Administration with the completion of the questionnaite for the Municipalitics Continuing Disclosure
Cooperation Initiative; developed financial models to determine bonding capacity telated to the issuance of
general obligation bonds, toll revenue bonds, and GARVEE notes for the Governor’s Infrastructure Plan and
reviewed and commented on proposed legislation, and ongoing rating strategy, including peer compatison of
othet state leve! issuers.

Provided below in tabular form are descriptions of some of the projects PRAG has completed for the State.
Included in this summazry are the Project Manager names, type of projects, what the project goals and objectives
wete and how they were met. Contact information is on previous resumes.

Location: Staie of West Virginia
Selected Descriptions of Past Projects Completed, Including Goals and Objeciives

Project Type Projeet
and PRAG Desoription,

Priject Goals and
Manugers _Objecoves How Goals and Objectives were Met

Debe Implementation | Developed a formakived, competitive procyement process for

Mansgement of Best Practices | selection of underwriters through the Department of Administration:
0 Debt e Improved the State’s request § 1

Project Management ptoved the State’s request for proposal process

Supervisor: * Expanded participation of local, regional and national investment

Tom Huestis banking firms

Project Managers: * Enhanced criteria for selection committee

Christine Fay and ¢ Prepared summarics of proposals containing salient features of

Jessica Donnelly responses

* Provided requested training for selection committee members
including an all day, comprehensive Bond School event for multiple
agencies that participate in bond financings

* Setved in an advisory capacity at various stages of the procurement

process

* Developed interview questions for short listed candidates and
provided quantitative support relating to responses and helping
committee members to ptioritize respondent capabilities.

Assisted the State with negotistion of underwriters’ fees priot to each
negotiated bond sale.

Assisted the State with negotiating the pricing of bonds (interest rates) to
easute optimai borowing cost is achieved,

Advised the State to sell general obligation bonds by competitive sale to
achieve the lowest cost of borowing.
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Advised the State on investment of bond proceeds, always
recommending 2 competitive procutement process to obtain an
investment return within the State’s legal and risk constraints.

Rating Agency
and Credit
Mardker

Relationships

Project
Supervisor:
Tom Huestis

Project Managers:
Christine Fay and
Jessica Donnelly

Improve and
Maintain the
State’s Credit
Rating with ail
three Agencies

Frequent communication between State leadership, PRAG and rating
agencies as well as “promise and pedbrmance scorecand” (i.c. the
State promised it would sggressively address unfanded Labilities
aad petiormed an those promises) were the center piece of the rating
agency sttategy.

» The State’s efforts coupled with conservative financial
management and strong financial performance, including
increasing reserves, diversifying economy and reduction in
unfunded liabilities rtesulted in credit mting upgrades by
Moody’s and Standard & Poot’s in 2009 sud 201, respectively,
the fest upgode of the State by Moody’s since 1999 and by
Stendard & Poor’s siuce 1996,

® In December 2014, PRAG otganized in person meetings with all
of the rating agencies and Govemor Tomblin, Legislative
leadership and State staff to discuss the administration’s priorities
and adherence to fiscally conservative principals.

L1}

In January 2017 at the request of the Governor’s Office and the
Department of Revenue PRAG attended in person meetings with
the new administration to discuss rating strategy, rating triggers,
and possible impact to the State’s ratings based on different
budget measures.

© With the drop in natural resoutces prices and downturn in the
State’s economy the rating agencies have warned of pressure on
the State’s credit rating, While each rating agency has downgraded
the State’s rating one notch, the State with PRAG’s assistance has
maintained sttong double A category ratings of Aa2/AA-/AA by
Moody’s, S&P and Fitch respectively as a tesult of ongoing
communication with the analysts and continned emphasis on the
State’s high reserve levels, commitment to paying down its
unfunded liabilities and history of strong financial management.

e PRAG prepared 2 peer compatisen that summarized the credit
strengths and weaknesses, as well as certain debt and economic
statistics and bottowing costs of 15 state issuers for the
Department of Revenue and the Governot’s Office.

* High credit mtings ditectly trenslete into Iower bonowing
costs for the State.

Review of dmit
Legislation

Project
Supervisor:
Tom Huestis

Project Managers:
Christine Fay,
Jessica Donnelly,

Legislation
drafted to ensure
optimal credit
and fnanci
execution

PRAG has reviewed drmft legislation at the request of multiple
departments, authorities and agencies of the State to ensure the highest
credit snd best financing execution of proposed boad fssusnces.
Hramples of PRAG's review fiotn tecent legislative sessions:

e  Governor's Office - Joint Senate Resolution 6 related to the
issuance of $1.6 billion in general obligation bonds for state roads.

Department of Revenue - Review of SB 484 and SB 335 telated
to tax reform.

4,
nﬁ‘.h
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and Steve ® Parkways Authority - SB 482 related to the extension of turnpike
Goldfield tolling, bonding and a possible flat fee structure.
®  School Building Authority - Consultation on HB 2070 telating to
funding operations of the SBA through the established
appropriations statute of the Authority.
¢  Department of Revenue and Lottery - HB 101 and 106 proposed
to reduce statutory transfers and increase lottery and excess lottery
revenues available for bonds securities by such revenue stream
and bolstet debt service coverage on the bonds to assuage rating
agency concerns and protect the state’s lottery and excess lottery
ratings.

Continuing Assist the State | PRAG wotked with the Department of Administration and the State’s

Disclosure in self-disclosing | Disclosure Counsel to review past continuing disclosure compliance and

late or missed to detetmine if it was necessary to selfreport through the SEC’s

Project continuing Municipalities Continuing Disclosure Coopetation (MCDC) Initiative, We

Supervisor: disclosure filings | found that the State had multiple missed ot late filings stemming from staff

Tom Huestis as required by turnover and dispersed bonding ability among a variety of State bond

certain bond issuing agencies and authorities all with unique continuing disclosure
Project Managers: | issues through requirements.
Christioe Fay | the MCDC ¢ PRAG worked with the State and its Disciosure Counsel to
complete the MCDC questionnaite to report all of the Swmte’s
missed or late filings.
* The State was notified by the SEC in April, 2017 that the SEC
did not take any enforcement action against the State for
such self-repotted failures.
® Given the multiple State’s issuets and the inconsistencies of
agency Continuing Disclosure Agreements (CDA), PRAG
suggested that the State put in place a Securities Compliance
policy to prevent futute filing failures and that the State contract
with Digital Assurance Cotporation (DAC) to avoid future failed
filings. PRAG assisted the State in drafting its Secutities
Compliance Policy which was executed in November 2014.
PRAG, at the State’s request, subcontracted with DAC in 2014.
¢ DAC reviewed all of the State’s continuing disclosure obligations
and created a database summarizing its obligations for each bond
issue. DAC now provides teminder emails to representatives of
the State and State authorities of upcoming continuing disclosute
deadlines and flags missing parts of the filed disclosures such as
financial tables required by certain CDAs.
Fingacial Addressing the | Assisted the State with lendmark tobacco bond sale (latgest taxable
Liability State’s tobacco bond issue ever) resulting in savings to taxpayers of $2.8 billion
Management Unfunded and significantly improving the funding of the Teachers’ Retirement
Teachets’ Sysien

Project Manager: Pension . . L

Steve Goldfield Liabilities using o  This financing enabled the State to amortize its unfunded debt on
Tobacco Bond the TRS on a fevel, annual aflordable basis.

Project Assistants: | Proceeds o Assisted the State with the transfer of teachers from defined

Tom Huestis and conttibution plan back into defined benefit plan while gctualfy

Christine Fay
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reducing the annual funding cost to the state for such
transferees.

(@

Y

Financial Addressing the | Developed (with an actuarial firm), a model that enabled the Old Fund to
Liability State Workers’ be closed without having to issue $1.5 billion of bonds — savings of
Management Compensation approximately $50 millfon per year for life of bonds.
Unfunded . . .
Project Manager: Lizbi]iﬁ:s ¢ Supported t:,he Ofﬁc::s of Insurance C(?rnmissiom?r in negotiations
Steve Goldficld to fund BrickStreet’s start-up opetations reducing BrickStreet’s
request from $650 million to $220 million subject to stringent
Project Assistants: feqm}ements to protect tb}e State. The entire note, along with
Tom Huestis and interest has now been repaid, ahead of schedule and the Old
Christine Fay Fund debt has been reduced by more than $2.8 billion.
Financial Addressing the | Provided independent analysis of OPEB liability so the State would have
Liability State’s Other higher degree of confidence when reviewing options.
Management Post Comprehensive teview of benefit structure and operational overview
i Employment of PEIA led to a series of recommendations aimed at best practices in the
Project Manager: | Benefits area of delivery of post-employment health cate benefits
Steve Goldfield Unfunded . .
Liabilities ¢ Advised the State to shift healthcare cost to the Federal
Project Assistants: Government through the MAPD program which has saved the
Tom Huestis and State well in excess of $100 milliom; through a comprehensive
Christine Fay effort by the Stflt:e, its OPEB Iia:bﬂity has bef:n. reduc-:ed from. in
excess of $8 billion to approximately $5 billion with funding
potentially coming from, among othet places, reprogrammed
revenues currently flowing into the Old Fund.
PRAG participated in joint meetings of Senate and House to present
comparisons with other states and ideas being implemented in other states
to assess benefits and reduce the unfunded liability.
Financial Asset | Investment Undertook a comprehensive review of the State’s investment
Management teview to assess | practices and investments
financial #isk in . oy . L ..
Project the wake of the * Assisted with improving communication among key State entities
Supervisot: 2008 financial responsijble for State i-nvestments (T reasurer’s- Of_ﬁce zfnd CPRB)
Tom Huestis SiER by .slharmg information and better coordinating investment
decisions for certain investments.
Project Managers: ® The State altered its investment strategy for rainy day fund
Steve Gf’ldﬁeld and the Workers’ Compensation Old Fund to ensute
and Jessica preservation of principal and liguidity.
Donnelly
* An objective for Workers’ Compensation Old Fund was to
reduce its exposure to equities and eliminate hedge fund
mvestments.
® Advised the State on the procutement of new general investment
consultant at IMB after this review. Assisted in the development
of the request of proposals, the development of selection ctiteria
and advising throughout the process.
® Advised the State on investment changes prior to the
implementation of the SEC money market investment reforms in
October 2016.
Financial Asset | Independent Prepared an 81 page report to assist the Governor, State Legislature
Management Financial and general public in the evaluation of the need for toll increases to
Operations and
) Proposal to Provide Financial Advisory Services to the State of West Virginia 17
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Project Capital Review | maintain a safe system of roads with acceptable levels of service for its
Supervisor: and Analysis of | users.
Tom Huestis I\ZVai]s;thysg e Ledto dccis‘ion to have Parkways foc_us on transportation and exit
Project Managers: the economic development and toutism business.
Jo Mortensen and ¢  Paid off emaining Temsreck bonds reducing operating losses
Steve Goldfield by $1.2 million per year.
¢  First toll increase since 1981 was implemented in 2009.
® The Parkways was able to efficiently refund its variable rate debt
and maintain a strong credit position.
Tmasportstior | Enable funding | PRAG assisted the State in developing, structuring and impiementing a
Funding Plans | acceleration of | $200 million debt program to leverage future Federal and highway
essential reimbursements through the issnance of GARVEEs bonds. The program
Project transportation has consisted of four financings, the first issuance of bonds ($76.0 million)
Supervisor: projects wete sold in October 2006 and most recent issuance of bonds ($53.4
Thomas Huestis million) were sold in December 2016, PRAG advised on all aspects of the
financings, including the structuring of bonds, developing the credit
Project Managers: structure that originally resulted in ratings of Aa3 for Moody’s and AA-
Chaistine Fay and from Standards & Poor’s with current ratings of A2 and AA, respectively.
Jessica Donnelly PRAG assisted the State in negotiating the pricing of the bonds, which
resulted in lower debt service costs, drafting of the disclosure document,
Project Assistant: development of the rating strategy and presentation, participated in the
Janet Lee and investor presentation, presented to the five-member transportation board,
Steve Goldfield reviewed and advised on the drafting of the MOU with FHWA and
structured the bonds.
PRAG is familiar with the Governot’s Infrastructure plan and has been
wotking with the Department of Transportation and Parkways Authority
to run financial capacity numbers based on assumed revenue streams and
authorization caps for general obligation bonds, toll revenue bonds and
GARVEE notes.
School Capital | Develop a multi- [ PRAG and the WV School Building Authority developed a structure that
Faading Plan yeat approach to | optimizes the use of bond ptoceeds of the Excess Lottery Fund, State
school building | Lottery Fund and other approptiations and leverages only certain portions
Project funding that is of the Excess Lottery and Lottery revenues.
Supervisor: affordable and
Tom Huestis sustainable, PRAG built a funding model to provide regular updates to the Plan. The
model is currently being used by the both the SBA and the Governor’s
Project Managers: office for planning and to evaluate school construction plans.
Christine Fay,
Jessica Donnelly The SBA has successfully issued regular finsncings for school
and Steve coastnction needs and maintains on-going bonding capacity.
Goldfield
Financing of Finance State In 2015, PRAG advised the State on all phases of issuance of its lease
State Office Office Building | revenue bonds for its Fairmont, Clarksburg and Building 3 projects. This
Buildings and and lowest cost | included recommendations tegarding the execution of a reimbursement
Renovations of borrowing resolution, selecting working group members, structuring the bonds based
on the lease payments projected from the tespective projects rentable
PmieCt_ squate footage, formulating the rating strategy and presentation, reviewing
Supervisor: the preliminary official staternent and bond documents, pricing and closing
Tom Huestis the bonds and developing the building lease schedules.
f Lf.!jw Proposal to Provide Financial Advisory Services fo the State of West Virginia 13
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Project Managers:
Christine Fay and
Jessica Donnelly

The Building 3 bonds pticed on August 20, 2015. After PRAG’s
recommendation to reduce the pricing scale by as much as five basis points
in certain matutities based on the strength of the market and spreads of
tecent comparable transaction in the market, the transaction was
oversubscribed and PRAG and the State were able negotiate additional
adjustments to the scale. The trxnssction ultimstely schieved a true
inteeest cost of 3.74%.

Parkvways Direct
Bank Loan

Project
Supervisor:
Tom Huestis

Project Managers:
Christine Fay and
Steve Goldfield

Eliminated
liquidity and
basis risk related
to vatable rate

bonds

PRAG prepared and distributed a Request for Proposal for liquidity
facilities for the Parkways variable rate demand bonds (VRDBs). PRAG
summarized and evaluated the proposals and in conjunction with the
Authority determined that a Direct Bank Loan allowed for teduced tisks
at a comparable cost to other alternative products in the market. PRAG
assisted with all aspects of the mandatory tender of the variable rate
demand bonds and negotiation of the direct bank loan with Wells Fargo
bank, This transaction eliminated significant risks to Parkways Authority
through the maturity of its VRDBs in 2019,

Refunding Bond
Issues

Project
Supervisor:
Tom Huestis

Project Managers:
Christine Fay and
Jessica Donnelly

Refinance debt
in otder to
achieve debt
setvice savings
in excess of 3%

The twenty refundings below resulted in over $I3A86L5 million of
sevings oa & preseat value besis. Fach of the tefundings achieved &
ssvings perceatage of the refunded bonds well sbove the 3%
Seachmark typically used by munidpal issuers.

s $28.215 million Infrastructure General Obligation Refunding Bonds
were sold on January 5, 2017 and tesulted in £3.8 million in
present value savings (or 12% of the refunded bonds).

s $51.105 million Watet Revenue Refunding Bonds wete priced on
December 7, 2016. As a result of the refunding, the WDA obtained
over $5.8 million in present value savings (or 113% of the
refunded bonds).

e $74.32 million Infrastructure Water Refunding Revenue Bonds wete
priced on November 30, 2016. As a result of the refunding, the
WDA obtained over $5.8 milion in present value savings (ot
7.8% of the refunded bonds).

o  $63.64 million Excess Lottety Revenue Refunding bonds were
priced on November 4, 2015. As a result of the refunding, the State
obtained over §5.6 million in present value savings (or 8.8% of
the refunded bonds).

¢  $133.71 million State Road General Obligation Refunding Bonds
were sold competitively on April 16, 2015 and resulted in £25,92
million in present value savings (or 19.4% of the refunded
bonds).

»  $71.655 million Infrasttucture General Obligation Refunding Bonds
were sold on January 22, 2015 and resulted in $56 million in
present value savings (or 13.3% of the refunded bonds).

»  $40.245 million Water Revenue Refunding Bonds were priced on
October 29, 2013. As a result of the refunding, the WDA obtained
over §5.8 million in ptesent value savings (or 11.3% of the
refunded bonds).

e $27.435 million Infrastructute Water Refunding Revenue Bonds
wete priced on Decembet 7, 2012, As a result of the tefunding, the
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WDA obtained over §5.1 million fn present value ssvings (or
18.7% of the refunded bonds).

*  $25.79 Water Refunding Bonds were priced on December 4, 2012.
As a result of the refunding, the WDA obtained over $8.3 million
in present value savings (ot 32.5% of the refunded bonds).

e $20.67 Water Refunding Bonds were priced on December 4, 2012,
As a result of the refunding, the WDA obtained over $3.4 million
in present value savings (or 16.5% of the refunded bonds).

s $20.395 Water Refunding Bonds were priced on December 4, 2012,
As a result of the refunding, the WDA obtained over $3.9 million
1a present walue ssvings (ot 17.7% of the refunded bonds).

*  $94.3 million Water Revenue Refunding Bonds were priced on
October 27, 2011. As a result of the refunding, the WDA obtained
over f27.5 million in preseat velpe savings (ot 21.9% of the
refunded bonds}.$132.165 million Higher Education Facilities
Revenue Bonds were pticed on June 12, 2912, As a result of the
tefunding, the State obtained over $6.0 million in present value
savings (or 4.8% of the refunded bonds).

*  $104.535 million Lease Revenue Refunding Bonds were priced on
Apdl 4, 2012, As a iesult of the refunding, the State obuined over
$6.8 million in prosent value saviags (or 6.0% of the refunded
bonds).

s $3.6812.0 million Lease Revenue Refunding Bonds wete priced on
October 27, 2011.  As a result of the refunding, the State obtained
over §16 million {a prosent value savings (or 18.613.4% of the
refunded bonds).

*  §8.34 million Leasc Revenue Refunding Bonds were priced on
October 27, 2011.  As a result of the refunding, the State obtained
over §L6 million in present value savings (or 10.8% of the
refunded bonds).

o $18.6 million Infrastructure General Obligation Refunding Bonds
wetre sold competitively on September 14, 2011 and resulted in 26
mullion in preseat value savitgs (ot 13.6% of the refunded bonds).
As a result of this refunding the State will realize approximately $260
thousand in annual savings in fiscal years 2013 through 2023.

* $90.8 milion EDA Lease Revenue Refunding Bonds for
Correctional, Juvenile and Public Safety Iacilities were priced on July
13, 2011 and tesulted in over $6.3 million in present value savings
{or 6.9% of the refunded bonds). As 2 result of this refunding the
State will realize $630,000 in avetage annual savings in fiscal yeats
2012 through 2024.

¢  $35.1 million General Obligation State Road refunding bonds were
soid competitively on July 8, 2010. The State recesved a mting
upgrade the day before it went to market on these bonds. As a
tesult of the refunding, gided by the mting upgmde, the State
obtained over $£million in present value savings (or $5.8 million
in savings over the life of the bonds) and $2.2 million in FY2011.

*  $186.0 million Capital Improvement Refunding Bonds sold on
February 8, 2007 resulted in over $24 milkon of present value
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sevings or 7.32% of tefunded bonds. The savings wete obtaired
in fiscal years 2007 and 2008 to increase the funding of school
construction.

*  $94.2 million Infrastructure General Obligation Refunding Bonds
sold on November 1, 2006 resulted in $6.Fmillion in present value
szvings (or 6.6% of the refunded bonds).

Question 2. Provide u broad overview of your firm, including a funchional desoription of any parent, affiliated, or subsidiary company,
and any business partners. Provide an organization chart of your firm and describe the working relationships between each component and
_your consulting group.

As stated above, PRAG is an employee owned and managed firm. PRAG has no patent, affiliated ot subsidiaty
companies and no corporate business partnets or component units. PRAG does not retain business
consulting/marketing firms.

Out Organizational Chart is shown below. PRAG maintains & fat organizations! structure consistens with our
teem oiented spproach & providing service. Unlike our competitors, we do not have profit centers or separate
business units that affect our staffing decisions due to financial incentives or otganizational conflicts. During
out twelve yeats of service to the State of West Virginia, we have assigned to the State resources throughout our
firm to meet the State’s changing needs, specifically bringing in firm specialists and industty experts, as needed,
for specific projects. By hiring PRAG, West Viiginia noi only gets a top-notch team dedicated to servicing the
State but also all of the firm’s specialists at its disposal. Highlighted individnals have worked on projects for the
State — inchrding 16 out of the 22 senjor advisors in the firm.

President
Steven Peyser

Executive Vice President
Edmund Soong

[

Semior Managing Director
Thomas Huestis

Senior Level Advisors

May Chau Marianse Edmonds Steven Goldfield Janet Lee

Louis Choi Anthresy Evapchik Ak Cooding Jueeiya Muortensen
Monika Conley Christine Fay Wey Hough Jotm Schopfer
Ellyn Dinzey Daniel Forman Christine furioa Barry Valentinsen
Jesgsica Dounelly  Wendell Gaertner Michelle Issa

]

Mid and Jusfor Lovel Advisors
Danigl Fanger Ryan Killem Benjamin Martin Heather Sutherland
Alexandra Hilgeman XunLin Naomi Rinakdi Lauren Weir

As mentioned above in out tesponse to Section 3.A, Question 1., at our clients’ request, on certain projects, PRAG
has worked with other independent financial services fitms such as actuaties, benefit consulting firms, investment
consultants, continuing disclosure firms with specialty industry expertise to meet our clients’ goals and objectives.

,
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For specific projects and depending on our client’s preferences, these firms will subcontract with PRAG, PRAG
will subcontract with these fitms or PRAG and the setvice firms will provide setvices via separate client contracts.
Consistent with our independent approach to client service and our desire to eliminate any conflicts or perceived
conflict of interest, PRAG has no long-term contractual reiationships with these firms. For example, in our work
with the State of West Virginia, PRAG has entered into subcontracting arrangements with Digital Assurance
Certification (“DAC”), to provide the post-issuance compliance for the State’s bond issues.

Question 3. Provide copies of any writien Code of Conduat, Ethics Policy, or Conflict of Interest Poligy. If your firm does not bave such
a policy please so state.

PRAG’s Code of Conduct policies and Conflict of Interest policy are included in PRAGs Employment Handbook
(the “Handbook”), which each PRAG employee is obligated to sign and agree to its provisions as 2 condition of
employment. We have included the abridged version of the Handbook, which excluded provisions not telated code
of conduct or conflict of interest, as Appendix 1. Please see Appendix 2 for our Code of Ethics Policy which also
includes Conflict of Interest provisions.

Question 4. Diselose iz full detail anything that may create a conflict or apppearance of a conflict of interest.  Please include any financial
investment by you or your firm in any nnderwriting activity and any joint ventrre, Dartnership, or similar arrangement for any product or
service with any underwriter.

PRAG does not have any known or potential conflicts of interest with the State. As an independent financial advisor
not affiliated in any way with any broker/dealer, PRAG does not engage in any form of underwriting, trading,
marketing, or investing in tax-exempt securities, nor does it act as an investment manager for governmental or other
funds. This restriction efiminates the possibility that a conflict can ever exist within our organization between
marketing and financial advisoty setvices and we will always act on the best interest of our clients.

Question 5. Please provide an explanation and indicate the ctrrent status or disposition of any business htigation, legal, regulatory, or
other proceedings that yonr organization or an officer or principal been involved in within the last  feve years. If none, please so state.

Out success is built on a histoty of high-quality independent advice, tesponsive service, commitment of experienced
personnel, in-depth knowledge of the markets and the rating process, unmatched quanttative skills and
unblemished integrity. There has been no business litigation, legal, regulatoty ot other proceedings against PRAG
or any officer or principal of PRAG within the last five years.

Question 6. Phase describe the level of cosercse %or errprs el emissions insuranse cud aisy Tandesy or Drofesicnsl Sabilz) iwinrance

o

Your firm varries.  List the insurance carrier(s) swssbing fe coverage.

PRAG has Errors and Omissions Insurance with a limit of $2,000,000. We carry General Lability Insurance with a
limit of $1,000,000 and an Umbrella Lizbility Insurance {excess Liability) with a limit of $4,000,000.

Our professional Liability Insurance (errors and omissions) catrier is XL Specialty Insurance Company. Our General
Liability cartier is — Pacific Indemnity Company. Our Auto and Umbrella Liability insutance cartier is Federal
Insutance Company.

Question 7. List the percentage of your firm's revennes that are derived from financia: advizery services.  Please list any other services
that your firm provides.

As an independent financial advisor, PRAG does not underwrite, trade or sell securities — our sole business is to
advise clients in structuring and implementing the financing of economically feasible projects and in securing capital
at the lowest possible cost. As a result, 100% of our tevenues are derived from financial advisory services
consistent with the Projeci Specifications provided in the State’s request for proposals.
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C. Management Summary

Question 1. Please describe the underlying philosophy of your firm in providing fimancial advisory services. llvo list any particular
strengths that your firm may have.

Fundamental Philosophy in Providing Services: PRAG’ findamentz philosophy as financial advisor is to
cansider all 2ssignments fiom a comprehensive viewpoint and to provide a balaace between the client’s
short and loag-term objectives, mther than focusing on a single transsction. Not only do we offer all of the
necessaty setvices to cfficiently structure, price, and close a transaction, but we also examine other aspects of out
client’s finances and operations to ensure that each assignment is efficiently executed, and takes into account the
overall financial profile, goals and objectives of the client. PRAG typically considers its tole as an advisor an on-
going responsibility to our clients, rather than simply a task-driven role. Our long-term engagement with the State is
one of the best examples of us putting this philosophy to work. Our work for the State has branched out from the
typical scope of work related to bond issuances into 2 variety of areas as illustrated in the table below.

Governor's Office Initiatives
School Construction Financing
Water and Wastewater Financing
Public Facilities Financing

Parks Funding

Higher Education Funding (Lottery)
Parkway Authority

Division of Highways Funding
Workers' Comp. - Brickstreet
Workers' Compensation Old Fund
Teachers® Retirement System
Other Post Employment Benefits
Stonewall Jackson Park
Investment Risk Management
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FIRM STRENGTHS. PRAG’s success has been built on #ve pillars of expertise: (i) exceptioaal quantitative

capabilities, (ii) yaderstandiag of credlit analysis and rating sgency relationships, (i) knowledge of
madkets, (1y) service commitment, and (7} integrity. These strengths have enable PRAG to continue to be

one of the leading financial advisory firms since its inception.

Quaatitative Capabiities: PRAG is one of the most sophisticated technical 2nd analytical firms in the municipal
industty and PRAG’s models inform our clients’ decisions. Our quantitative skills, including such techniques as linear
optimization and call option modeling, ate equal to any offered by investment banking fitms. When approptiate, we
use DBC software for structuring. In cases in which DBC software is not flexible enough to produce optimal
solutions, we often use DBC to verify results. We have found that Fixcel is much more effective in structuring
complex bond financings, which we augment with a linear optimization module called What's Best where
approptiate. In addition, our swap modeling softwate is based in Excel and its results have been confirmed with
industry standard swap pricing models.
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Knowledge of Credit: PRAG serves as our clients’ “advocate” with tating agencies and works to maintain and
improve their ctedit position. PRAG offers untivaled credit advice to the State of West Vitginia due to out intimate
knowledge of the State’s finances and credit and our relationship with the credit analysts at Moody’s, S&P, and
Fitch.

Knowledge of Matkets. PRAG’s matket experience, combined with independent analysis, ensure that the State
wiil secure the lowest cost of funds. PRAG makes it a standard practice to have an active understanding of daily
market developments. We have access to the latest economic data and capital market prices from real-time
information sources. In addition, as a tesult of advising on vatious complex financing programs and frequent
large debt issuances nationwide, we are awate of trends in interest rates, changes in investor sentiment, and the
newest innovations in the capital markets.

Service 2nd Committment: Our firm is known for service; indeed Service és Our Signature. PRAG’s focus
is on setvice and current clients always come before new revenue development. The emphasis we place on
sezvice can be seen in the senior level team that we offer the State as well as our record of ongoing communication
and responsiveness to the State.

Integrity: Our success has been built on high-quality independent advice, market expertise, responsive setvice,
the commitment of experienced petsonnel and integrity.

Question 2. List all curvent chients covered by the individual(s) that your Jferm includes in its siaffing plan for the State of West
Virginia acconnt. Include a brief description of the scope of work performed for each client.

Team S;c:'i}pe of Waork

Member

State of West Vitginia and its [ 1. Froject Supervisor fot the dtate and State agency projects.
Huests agencies 2. Project Supervisor for all State general obligation bonds, notes
2. State of Minnesota and general advisoty assignments.
3. State of Nlinois 3. Project Supetvisor on bond issues as assigned by the State.
4.  State of Vermont 4. Project Supervisor for all aspects of the engagement.
5. State of Rhode Island 5. Assistant Project Manager for State projects.
6. Union Station Redevelopment | 6. Project Supetvisor for all aspects of the engagement.
Cotporation (DC) 7. Project Supervisor for projects assigned by the County.
7. Montgomery County (MD) 8. Pioject Supetvisor for all aspects of the engagement,
8. Capital Region Water (PA) 9. Project Supervisor for all aspects of the engagement,
9. Vermont Economic
Development Authority
Christine Fay 1. State of West Virginia and its | 1. Project Macager for the State and State AGENICY projects.
agencies 2. Project Manager for all State issued general obligation bonds
2. State of Minnesota and notes and general advisory work.
3. State of Mlinois 3. Project Manager on bond issues as assigned by the State.
4.  State of Vermont 4. Project Manager for debt issued by the State,
5.  Hampton School District (PA) | 5. Project Managet for all School District financings.
6. Montgomery County (MD) 6. Project Manager for ptojects assigned by the County.
7. New Jersey Higher Education | 7. Co-Project Manager for all aspects of engagement,
Facilities Authority
Jessica 1. State of West Vitginia and its | 1. Co-Project Manager for the State and State agency projects.
Donnelly agencies 2. Co-Assistant Project Manager for all Staie issued general
2. State of Nllinois obligation bonds and notes and general advisory wotk.
3. State of Rhode Island 3. Asst. Project Manager on bond issues as assigned by the State.
4. Vermont Economic 4. Project Manager for all aspects of engagement.
Development Authority 5. Project Managet for all aspects of engagement.
5. Union Station Redevelopment | 6.  Co-Project Manager for all County financings.
Cortporation (DC) 7. Project Manager for all aspects of the engagement.
6. Montgomery County (MD) 8. Project Managet for all aspects of engagement.
7. Capital Region Water (PA) 9. Project Manager for all aspects of engagement.
8. Exeter Township (PA) 10. Project Manager for all aspects of engagement.
9. New York Law School 11. Assistant Project Manager for refunding transaction.
12. Co-Project Manager for all aspects of engagement,
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10. New York Institute of
Technology
11. Georgia Higher Education
Facilities Authority
12. New Jersey Higher Education
Facilities Authority
Steven 1. State of West Virginia and its | 1. Special Project Specialist for the State and State agency projects,
Goldfield agencies 2. Project Manager for advisory work related to the City of
2. Commonwealth of PA, Office Harrisburg financial recovery project.
of the Receiver of Harrisburg | 3, Project Manager for Wotkers’ Compensation projects.
3. State of New York 4. Project Manager for authotity’s general advisory wotk,
4. Bethichem Authority (PA) 5. Project Manager for all aspects of the engagement.
5. Exeter Township (PA)
Monika Conley | 1.  State of New York, QSC 1. Project Manager for all Statc issued GO bonds and peneral
2. State of Maryland advisory work.
3. New York State Thruway 2. Project Manager on all projects assigned by the State.
Authotity 3. Project Manager for revenue bonds and BANs; investment of
4. State of New Hampshire bonds and BANs proceeds; special projects.
5. New Hampshire Turnpike 4. Project Manager for all State issued GO bonds, debt studies and
Systetn general advisory work.
6. Baltimore County (MD) 5. Project Managet for new money and refunding transactions,
7. Monmouth County (NJ) 6. Project Manager for all County issued GO bonds and COPs,
6. Northeast Maryland Waste new money and refundings, CP program, Debt Studies and
Disposal Authority general advisory wotk.
7. Project Manager for all County issued GO bonds, debt studies
and general advisory work.
6. Project Manager for revenue bond issues and special projects.
Janet Lee 1. State of Vitginia 1. Project Manager for the State’s projects.
2, Virginia Department of 2. Project Managet fot the Department’s projects.
Transportaton 3. Project Manager for the Authority’s projects.
3. Virginia College Building 4. Project Manager for the State’s and State Agencies’ projects.
Authority 5. Project Manager for USG’s projects.
4. State of Geotgia, 6. Project Manager for City’s projects.
Georgia State Road and ] 7. Project Manager for the State’s projects.
Tollway Authority, Ge°f81a_ 8. Project Manager for the Department’s projects.
Department of Transportation | g Project Managet for the Department’s projects.
5. University System of Georgia
6. City of Virginia Beach
7. State of Rhode Island
8. Alabama Department of
Transportation
9. Texas Department of
Transportation
Barry 1. City of Phoenix 1. Seniot Project Assistant on Excise Tax Refunding and GO
Valentinsen 2. Jefferson County (AL) Refunding,
3. New York Institute of 2. Senior Project Assistant on Sales Tax Refunding,
Technology 3. Senior Project Assistant on a P3 analysis for a planned
dormitory project.
Andrew 1. West Virginia Patkways 1. Project Assistant/Quantitative Specialist for the Authority’s
Evanchik Authority swap pottfolio.
2. New Yotk City 2. Project Assistant/Quantitaive Specialist for the City’s GO and
3. New Yotk State DOB TEA work.
4. New York State Comptroller | 3. Project Assistant/Quantitaive Specialist on all wotk for the
5. State of Georgia State’s Division of Budget.
6. Hampton Township School 4. Project Assistant/Quantitaive Specialist on all work for the
District State’s Office of the Comptroller and related issuets.
7. New Hampshire 5. Project Assistant/Quantitaive Specialist on all wotk for the
8. Connecticut State’s projects.
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6. Project Assistant/Quantitaive Specialist for the District’s swap
portfolic.

7. Project Assistant/Quantitaive Specialist for the State’s GO and
Turnpike projects.

8. Project Assistant/Quantitaive Specialist for the State’s Special
Tax Obligation work,

Wesley Hough

b

City of Sanata Monica
Butbank-Glendale-Pasadena

Aitpott Authority

1. Senior Project Assistant for the City’s Projects.
2. Senior Project Assistant for the Authority’s Projects.

Ryan Killen

[y

VoMo RN

State of West Virginia and its
agencies

State of Minnesota

State of Vermont

State of lllinois

State of Rhode Island
Montgomery County (MID)
Capital Region Water
Exeter Township (PA)
Hampton Township Schoa!
District

Project Support on projects as assigned.

Lauten Weir

A ol

Y

State of West Virginia and its
agencies

State of lllinois

State of Vermont

State of Rhode Island
Capital Region Water

The Village of Tuxedo Park

(NY)

Exeter Township (PA)
New York Law School
New York Institute of
Technology

Project Support on projects as assigned,

Question 3. Plase provide referenies that can attest to prior work performed by your firm and by the individuals that are inchuded

i the stafiing plan.

Stareof Minnesom

Myron Frans Beth Peatce
Commissioner of Management State Treasurer
and Budget Pavilion Building

Minnesota Management & Budget | 109 State Street — 4% Floot
658 Cedar Street — 4t Floot

St. Paul, MN 55155
Phone: (651) 201-8011

mvron. frans(@state.mn.us

Sutte o Rleude Telind

Kelly Rogets

Deputy Treasurer for Policy & Director of Capital Markets

Public Finance

Office of the General Treasurer Management and Budget

102 State House
Providence, RI 02908
Phone: (401) 222-5126
Fax: (401) 222-6140

Lo | (ki s DR e 3 I T

Montpeliet, VT 05609
Phone: (802) 828-1452
Fax: (802) 828-2772
beth.pearce@vermont.pov

atate ol Hlinns
Kelly Hutchinson

Govetnot’s Office of

100 W. Randolph — Suite 15-100
Chicago, IL 60601

Phone: (312) 814-0023

Fax: (312) 814-5104

@gﬂs@treasurv.ri.gv kelly.hutchinson@illinois.gov
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D. Process and Expedence

Question 1. Desaribe in detail your process for developing and Structuring procedures for the issuance of tax wempt honds.
Describe in detail how this process differs with credit enbancement, lease financings, assei-backed, or taxable irsuance.

Given our in-depth understanding of market conditions, active involvement advising issuers on bond sales and
our bond structuring expertise, our firm takes responsibility for developing and structuring procedures for
municipal bonds.

Debt Profile and Debt Policies: In order to structure our clients’ tax-exempt bonds in the most cost effective
mannet and to meet the client’s needs, PRAG gains a thorough understanding of the client’s capital plan, debt
profile and debt policies. Based on the publicly available documents as well as nput from client staff, PRAG
builds a debt database/profile that summarizes our client’s outstanding debt. Since we were hired in 2005, PRAG
bas buiit and maintained the State of West Virginia debt database. The database is organized by credit type and
issuer and includes debt issued by the State directly, the School Building Authority, the Economic Development
Authority, the Water Development Authotity, Parkways Authority, Department of Transportation, Higher
Education Policy Commission, and Tobacco Settlement Finance Corporation. With this model, PRAG monitors
the State’s debt regularly for refunding opportunities. In addition, we manage the State’s debt affordability
analysis by consttucting a comprehensive and flexible model that allows a teview of the effects of various
assumptions related to debt issuance on future capital plans and budgets and on debt ratios that are commonly
used by credit analysts to determine credit strength. In recent years, we have also used our debt profile to confirm
Moody’s net tax supported debt calculation.

Schedule: PRAG generally prepares and maintains a financing timetable showing the key deliverables and
milestones for each transaction and assigning responsibility for accomplishing those tasks, and works with the
State to ensure timely progress is made by the finance team. PRAG also assists the State with scheduling and
leading meetings and calls throughout the development and implementation of the financing.

Selection of Team Membets: PRAG routinely prepares or comments on tequests for proposals and produces
sumimaries of responses to assist its clients in selecting various financing team members, including bond counsels,
undetwriters, remarketing agents/dealers, trustees, escrow agents, ptinters, verification agents, and other vendors
relevant to the financing. Since being retained, PRAG has consistently assisted the State with the selection of
financing team membets to ensure an efficient and effective transaction.

Evaluation of Bond Structures: Our knowledge of the municipal bond matket and our quantitative modeling
capabilities are central to our effectiveness. By applying this knowledge, we fully evaluate all alternatives to
develop the optimal structure in accordance with the State’s goals and debt management policies, not the
objectives of other parties to generate the largest fees. We work with the State and its bond counsel to identify
the need for the issuance of texable bonds and if such bonds are issued together with tax-exempt bonds, we
structure the entire issue to get the lowest cost of botrowing within the legal and policy framework of the State.
Our recommendations on structure encompass a variety of options, including maturity design and couponing,
call provisions and the use of linear optimization techaiques, if approptiate, to develop the optimal plan of
finance. An example of our wotk with the State on an optimal plan of finance is the structuring of the lease
tevenue bonds issued in 2015 for the Fairmont Building. In 2014 and 2015, the State used cash on hand to fund
the eatly phases of construction of the Faitmont Building with the intention of reimbursing itself with bond
proceeds, however the State did not execute a reimbussement resolution in advance of making expenditutes on
the project. As soon as PRAG was advised of the project, we tecommended the State execute 2 reimbursement
resolution immediately for the Fairmont Building as well as the Clarksburg Building which construction was also
recently underway and the Building 3 project which was planned to commence construction in the near future.
PRAG, in conjunction with bond counsel, reviewed every project expenditure on the Fairmont project to
deterrnine its eligibility for tax-exempt financing. A fer identifying preliminaty expenditures and applying the 60
day look back test, it was determined that 79% of the lease revenue bonds to be issued for the Fairmont project
(“Fairmont Bonds”) could be issued on 2 tax-exempt basis. Since 21% of the Faitmont Bonds had to be issued
as taxable we recommended amortizing the taxable Fairmont Bonds first in years 2016-2023 and wrapping the
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lower cost tax-exempt Fairmont Bonds around the taxable in years 2023-2040. This allowed the State to lock in
the lowest possible cost of botrowing of 3.805% on the Fairmont Bonds.

Matumity Design: Ptincipal amortization can have a significant impact on the financial operations of an issuer. Greater
neat-tetm debt service can mean ovetall interest cost savings, but also increased pressute to raise near-term
revenues. Our capabilities have allowed the State to explore the full range of bond structuring options and to
understand the future impact of these options. An example of our work with the State on maturity design was
the PRAG analysis related to the maturity structute of the School Building Authortity’s Lottery Fund debt capacity
model that has resulted in transactions with shortet terms compared to its otiginal 2004 issuance in order to meet
the State’s goal of having approximately $50 million in bond proceeds and pay-go dollars to fund school
construction projects in the State.

Conponing and Call Options: While the vast majority of municipal bonds are sold with an optional 10-year redemption
at pat provision, in the past we have also recommended other call features to our clients (e.g., shorter calls, call
premiums or make-whole/non-callable bonds) when it has been cconomically beneficial to do so. The analysis to
make this determination requires an understanding of municipal bond pticing conventions and of binomial option
modeling techniques to accurately evaluate the net cost and benefit of these altetnatives. Our analysis of call option
value also assists in negotiated sales to ensure that Issuers ate compensated adequately for issuing lower-coupon
callable bonds, on which the option value is greatly reduced. Fot example, PRAG conducted analysis related to the
call features of the Tobacco Settlement Bonds (a taxable secutitization issue) that balanced the goals of achieving
maximum upfront proceeds while at the same time providing opportunities for the State to refinance the securities
in the future.

Evaluation Capabilities PRAG developed a sophisticated model that calculates the option value of tax-exempt
bonds by assurming the issuer can sell a SIFMA-based swaption at the time of the issuance of the bonds. The
swaption is then valued using a Black Scholes option pricing model with volatilitics, LIBOR cutves and SIFMA
tatios from Bloomberg screens. The results of our call option model allow our clients, such as the State, to make
informed decisions regarding use of premium, discount and non-callable bonds. We have utilized this call option
model and analytic approach for the State, as well as the states of Florida, Georgia, New Hampshire and New
York, the City of New York, among others.

Document Review and Comment: PRAG always takes an active role in carefully reviewing and commenting
on 2l documents, and manages the process of document preparation and approval to ensute that financings stay
on schedule. West Virginia attorneys frequently tell us that we give substantive insightful comments on
documents. Although the ultimate responsibility for preparing and reviewing bond and disclosure documents
falls on bond and disclosure counsel, we would provide a careful and experienced eye in the review process. An
example of our wotk on document teview includes the restructuring of the Lottety and Excess Lottery credit
discussion presented in the vatious lottery official statement after the passage of HB 101 and 106, which reduced
statutory transfers and increased lottery and excess lottery revenues available for bonds securities and bolsteted
debt service coverage on the bonds to assuage rating agency concerns and protect the state’s lottery and excess
lottery ratings.

Ratings/Credit Enhancement Process. PRAG often is at the forefront in developing its clients’ ratings
strategies. We have a thorough understanding of the rating agencies’ rating ctiteria which we use to help structure
bond issues — particularly fitst time ctedits. We can often anticipate the questions the rating analysts will have
and try to incorporate this information into out clients bond structuring decisions. In terms of credit
enhancement, we analyze the cost-effectiveness of credit-enhancement on fixed rate bonds during negotiated
sales and we would advise on including the insurance option on the competitive sales. PRAG has assisted the
State in taking a proactive approach to rating agencies relationships — keeping the agencies informed and up to
dates on State issues and trends.

Timing: With regard to bond sale timing, we provide the State matket datz and information on interest rates,
matket supply, the timing of the release of key indicators as well as other technical market information. PRAG
has unlimited access to industry-standard research and pricing resources, such as Thomson Municipal Market
(TM3), Bioomberg, The Bond Buyet and the Wall Strect Journal to track and monitor the tax-exempt and taxable
bond matrkets, the swap market, and the government securities market. The availability of these resoutces allows
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out professionals to provide the full breadth of setvice to our clients, particulatly with regard to the timing of
bond sales. We assist the State with the timing of bond issuances by using market data from these sources.

Refundings: In refundings, we always participate in teview of repotts prepared by verification agents. We
check the refunded issues, amounts, dates, coupons, redemption provisions, esctow cash flows, escrow yield,
refunding bond information, arbitrage yield and savings calculations. In both competitive and negotiated
refundings, the numbers should be pre-vetified, befote the POS is posted. In competitive refundings, we
tun the refunding numbers. In negotiated refundings, we generally recommend that the senior underwriter
run the primaty numbers and we run shadow numbers in order to fully protect the issuer.

Choice of Competitive or Negotiated PRAG Réle in Bond Fihancings
Sale. Issuers choose to issue bonds on a Both Saic Types

negotiated or a competitive basis for a T3 Make recommendations on bond structure, plan of finance, and
variety of reasons. In general, PRAG has market titning
found that, all things being equal, a {0 Develop financing schedule and allocate tasks and respousibilities
competitive sale provides issuers with the 1) Review and assistin prepaation of documents
lowest cost of funds on fixed rate issues with | & Assist in rating and bond insurance process
strong credit ratings and a straight forward § = Prepace financiog cash flows

- , L Assist in cootdinating closing
secutity structure, such as the State’s peneral Negotiatod Salo Ok
obhg_atlon bonclls.. 4 st au [EA% of OUC KT Assist in underwriter selecion ptocess
role in competitive and negotiated sales is B o dvise on fee structuge
shown to the right. 0 Advise on interest rates and takedowns
Comprehensive Review of Pricing Data. o o Compeotitive Sele Onfy
PRAG : that the f commend sale parameters

recognizes that the fees, spreads, O Prepare Notice of Sale
a

pricing levqls, syadication r}lles, and| even Perform pre-sale marketing activities {contact trading desks; and
the bond issue structure itself, may be arrange investor tmeetings)

altered to impact the net compensation to § O Coordinate competitive bidding process
underwriters.  From  our  frequent
patticipation as financial advisor in the municipal market, we have extensive experience working with
underwtiters in determining the approptiate levels for each of these characteristics in a negotiated sale. For
negotiated sales, PRAG prepares detafled market analyses of fees, spreads and intetest rates for other issues with
similar terms and conditions priced close to the date of negotiation. In addition, PRAG examines any available
timely secondary market trading data fot blocks of significant size, as reported by the MSRB, for the State’s
bonds.

Real-Time Analysis During Pricing. Duting the actual pricing of the bonds, PRAG uses customnized
templates that interface with Patity electronic order entry data to provide teal-time summaries of pricing data
relationships, such as yield to call spreads to MMD, yield to maturity spreads to MMD, yield curve acceleration,
basis point value of call options, and orders as a percentage of available bonds (tetail, ptiotity, and membet).
PRAG immediately distills this information which allows issuers to be better informed and able to negotiate more
favotable pricing terms. We constantly monitor order flow, tather than passively wait for the underwriter to
shate select information. Having real-time access is only as good as the ability to interpret such data and PRAG
ulizes such information to its fullest extent in order to best prepare issuers in advance of price negotiations with
underwtiters. Our approach is discussed in more detail below in our zesponse to Question 4. Project Goals and
Objectives.

Closing Transactions. PRAG regulatly manages, 2s much o as little as our clients desire, of the transaction
process on their behalf, and has a solid record of completing transactions. We frequently step forward to assist
other financing team members with their responsibilities to ensure successful completion.

Post-Sale Analysis. After each negotiated issue, we generally provide the State with a summary of the sale
which includes a narrative describing the results of the sale and market conditions, data on coupons, yields and
takedowns, retail and institutional ordets, an analysis of orders by category (ie., net designated and member
orders) and by underwriter, investor meetings, retentions, allotments and a compatison of yields to various indices

and similar issues. PRAG has extensive experience in the development of post-sale evaluation processes
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fot underwriting syndicates. We believe this analysis has been helpful to the State in evaluating the efficiency of

the sale.

Provided below is a summary of the tax-exempt bond sale process. Provided in bold are the additional steps
associated with bonds that use lease financings, asset-backed and taxable issuance and transactions that are credit

enhanced.

Coprdinating
Fronsuctinn Team

* Prepare financing schedule

* Scheduoie milestonies

* Monitor transaction progress

* Duaft RFPs for other working
gromp members & questions

* Summarize proposils

* Provide unbissed analysis of
financing ideas

* Develop guidelines for rating,
responses

* Paxticipate af inlerviews

* Participate in all Fasues
requested meetings

SUEELU i i

Analysig

£ ® Revisw debt portiolio

* Develop plan of finance
including identifying
refunding candidates
Consider Lien, eredit
strueture, lay stalus, fixed
versus variable siruciures
for lense inancings and
assct baclk issues
Recommend Comp vs Neg.
sale
* Recemption (eatures
* Escrow structuring

e Dlocument Peepacution |5 Credil Ritmgs

= Define tealistic goals
* Devalop rating sirategy
* Review anset backed

I+ Recommend necessasy
povisions and covenanls
. ® Share "hest practices” in

disclosure

"+ Review and comment on O3

i and NOS
i = Sugpest hidding pammeters
in NOS basacd on market
Arrange for distribution
*» Easure timely delivery
* Steactuce lease and asset
backed terms and
conditions

structure with agencies

* Coordinate and attend

meetings with rating apencies

= Prepare presentations
* Conduel credil provider

outreach and solicit hids

* Tost mesting follow.up
* Tacilitate onpgoing

communications

* Evaluuste bemafit of credit

enhancement

| Pricing/ Murketing
d (Nepotinted Salc

= Negotiate takedowns,
expenses and syndicate rules
simultaneously

Pricing comparsbles

Tor raxable issnes, monitor
US Treasury and other
taxable issues,

Secondary market trading
Negotiate coupons, yiclds and
redemption features

Hvaluate couponing and
amostizalion sralegy
Monitor order flow vin real
tines Parityr BOE

Review bond allocations
Bideling of OMS or subscribe
o 51058,

-

v

Priing Marketing
(Linmpetinye Sule)

i = Develop il parameters
« * Survey potential hidders to
" generate interest
* Solicitinterest from
taxable hidders and
underwriting desks
* Cocrdinate pre-bid process
(8.8, good faith depouitr,
pre-bid forms)
* Beteive and vesify
competitive bids
* Restruclure bansaglion
* Recommend award to
winning bidder
+ Coordinate all details with
winning bidder
= Bidding of OMS o
+ subscribe for SLGS,

=2 Preccloning lind Clising B3

i

= Procare investmends for
¢ bond proceeds

* Review atl band docurnents

s Dnsure closing certificabes
are eonsigtent with
recpairenemis

* Dretailed review of tax
cestificate

= Review / prepase closing
witinp and setdement
msiruciions

¢ Coosdinate sedllement

* Prepare closing memo

* Attend pre closing or
closing, if needed

P Clising Evitluation

- * Dedailed hand-by-bend

analysis of undeswriting
marketing performance

* Prepase comprehensive bond
sade report/ clasing book

= Analysis of exonomics

* Post-sule compliance

* Continue monitoring
taansaction, inchuding
secondary masket trading

* Aszisl with prepatation of
subgecjiuent iswes

Our experience with leased equipment financings, asset-backed financings such as tobacco bonds or rate
reduction bonds, pension obligation bonds and private placements allow us to assess the costs and benefits of
these structures and to advise the issuets on implementation of such forms of financings.
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Question 2. Proside a summary chart of competitive, negotiated, or private placement of debt  for which you played the seuior
Sfinancial advisory role in the past three years.

PRAG's Financial Advisory Expeticnce

As=nes in Past Threee Years

Number of Issues Par Amount ($) Competitive Negotiated Private Placement
228 47,512,869,000 v
210 78,789 372 461 v
3 331,271,000 v
441 $126,633,512,461
Quesﬁon 3. I ECRRINE GOy excfierieeinse Yo Jiva had .'-.:.'._,;' s e Japdns o b, :,l':'."_l. _|".-_-_.. .,", rCemervn) | J"-'-':";"r..".'r--'.' || bamali vt
i Co AR Tk Banddy, Penrion Ceiiwation Bowdy, or Revenue Bonds. 1f nane, piecie so state,

We are familiar with ali forms of public project financing and debt structuring including general obligation bonds,
lease revenue bonds, special tax revenue bonds, lottery and gaming revenue bonds, certificates of participation,
pension obligation bonds, tax and revenue anticipation notes, GARVEE Bonds, entetprise revenue bonds,
special assessment revenue bonds, tax allocation bonds, taxable bonds, ditect bank loans, variable rate boads,
commetcial paper, refunding, lease equipment financings, asset-backed bonds and short-teem financings. In fact,
PRAG is a leading financial advisor to issuers for revenue bond financings. Over the past three years we have
acted as financial advisor to over 450 transactions with a par value in excess of $126.6 billion for revenue bonds.
PRAG’s expetience with Lottery revenue bonds, a substantial source of State bond funded capital is discussed in
our tesponse to Question 4. Project Goals and Objectives (4.2).

Girant Anticipation Revenue Bonds (“GAR VEE”) notes have been often used to accelerate capital programs
that include a substantial amount of federal grant funding. PRAG takes a methodical, systematic and analytic
approach to designing alternative plans of finance for transportation and other grant funding projects, which
often includes building a financial capacity model which would assist the client to identify all potential funding
and botrowing sources, to incotporation the fact that if the grants are used to leverage bonds, that that the grants
used to pay debt setvice would not be available for future projects. PRAG has substantial transportation
expetience, including advising the states of Georgia, New Hampshire, the Disttict of Columbia and Virginia in
addition to the State on theit GARVEE programs. Most tecently, PRAG worked on the West Virpinia
(Commissioner of Highways) Surface Transportation Improvements Special Obligation Notes, Seties 2016 A.

The following case studies illustrate the depth and breadth of our experience with the State and other issuers in
regards to GARVEE?.

State of West Vigginfg (Commissioner of Highways). PRAG assisted the State with four
transactions totaling §240 million of GARVEE bonds which enabled acceleration of funding of
* essential transportation projects. Most recently, the Division of Highways issued $53.38 million of

GARVEES in December 2016 to help finance an access road for the Rock Creek Development ptoject.
The GARVEES were rated AA and A2, tespectively by S&P and Moody’s. PRAG assisted in all aspects of the
financing, including (i) developing and issuing an RFP for underwriter(s); (ii) prepared a summary and assisted
with the evaluation of underwriters; (iii) assisted in the drafting and coordination of the Memorandum of
Undetstanding for the project; (iv) assisted in the development of the rating presentation; (v) wotked with the
working group to establish the key security provisions (including the additional bonds test), {vi} structured the
notes with a six-year maturity; and ultimately (vii) ensured the successful execution of the financing including the
matketing and pricing of the issue. Inaddition, PRAG members conducted and took part in sevetal presentations
in relation to this transaction, including to the Five Member Ttansportation Advisory Group in December 2016.
Provided below are screenshots of the presentation PRAG presented to the Five Member Transportation
Advisory Group.
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Prior to the issuance of the State’s most recent GARVEE issuance in December 2016 all of the State’s previously
issued GARVEE notes had matured. With no existing legal framework in place, PRAG worked with the Division
of Highways to evaluate alternative legal provisions (Additional Bonds Test, Debt Service Resetve Fund, final
matutity) in order to maximize the ratings on the bonds. Additionally the Division of Highwrays provided the
following bond covenants:

At the beginning of each federal fiscal year (FFY), the Division will convert the amount of advance
construction (AC) necessaty to pay debt setvice for that FFY for the Notes, and the conversion of AC
must be the first obligation in that FFY of funds legally available for that putpose

The Division will not request obligation for any other Federal-aid project until this obligation is met,
unless only a portion of annual obligation authority (OA) is received at the beginning of the FFY

In the event only a portion of annual OA is provided at the beginning of the FFY, until the full annual
OA is received, the Division will reserve a pro-rata share of the OA at least equal to the ratio of debt
setvice and total OA to be received for the year

The Division will bill FHWA for debt service due on the Notes at least seven (7) business days ptior to
each Interest Payment Date

If the amount required to pay debt service is not included in the FHWA obligation by January 1 of each
yeat, the Commissioner shall notify the Governor and shall request that the Governor submit a
supplemental appropriation for such amount from the federal reimburscment money in the State Road
Fund or from other legally available funds to the Legislature during the next regular ot special legislative

session.

The bonds were ultimately structured with a six-year maturity, three times ABT and had 39.9% coverage and
received a AA rating from S&P and A2 tating from Moody’s. PRAG recommended only requesting ratings from
S&P and Moody’s (not Fitch) in otder to save on cost of issuance fees since there was not an expected pricing
benefit from a third rating,

A
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As part of developing the legal framework for the State’s GARVEE progtam, PRAG compared and reviewed
with the Division of Highways other state level GARVEE programs as summarized in the table below.

CREDTT RATINGS FINAL PROFORMA  gickap
5 STATE | Maopy's S&EL TITEn ABT? MATURITY BERT COVERAGE™  PLEDGE
St A e ARV EE Progromy | N DackeU y Soetieits 4TSt Rivenii)

Ohio Aa2 AA NR 5.0x 12 None 79x Nore
Mississippi Aa3 AA- NR $3751mm 20 None 6.6x Nene
Delawere Al AA NR 3.0x 15 None 13.3x None
West Virginia A2 AA NR 3.0x 6 None 399x None
Califomia A2 AA A+ 4.0x 12 None 41.1x None
Kentucky A2 AA A+ 4.0x 12 None 6.5x% None
N. Carolina A2 AA A+ 3.0x i5 None 99x None
Montana A2 AA NR 3.0x 7 None 24 6x None
New Hampshire A2 AA NR 3.0x 15 None 82x None
Michigan A2 AA NR 3.0x 11 None 7.7x None
Washington A2 AA NR 3.5x 12 None 6,3x None
District of Columbia® A2 AA NR 3.0x 15 None 12.8x None
Georgia A2 AA- At 3.0x 12 None 6.6x None
Rhode Istand A2 AA- NR 3.0x 7 None 3.5x None
Idaho A2 NR At 333 18 None 4,5% None
Oklahoma A2 NR A+ 3.0x 13 None 21.6x None
Maine A2 NR At 3.0x 12 None 9.2x None
New Jersey A3 A- NR 3.0x [¥] None 2.8x None
' Refleotn ratings an of 214417,
AHT wilh regard w Fedoral furds anly,
P Foimia Coveripe lios «1¢ bued on FederabAl Highway Progmem Obligation 3 imitation (o Y2016, Pro Porha Coverage caiculsted by dividing Obligation Limitation by MADS, as displayed it the lalest Official Ststement Note Dt mismatch
may oovur butween FFY amd wndividual aawe FY.
'Souece: Ror 'Y %416 OL: htlpatwww. e dolgavlcpucces porsiid ) tlefm
"Reflects Series 2012, Sorien 2011 is sevured by & DSRY and is retod A VAANR.

We understand that during the 2017 legislative session the GARVEE cap was increased from $200 million to
$500 million leaving approximately $446 million in GARVEE capacity. Given the need for toad improvements
in the State and the Governor’s priotitization of the Transportation Infrastructure Plan we expect GARVEE
notes to continue to be an important financing tool to the State to accelerate FHWA funds for transportation
projects. We understand the legal framewotk and market for the State’s GARVEE notes and are best positioned
to advise the State in the continued implementation of its GARVLE program. Please see out response to
Question 4.8 for additional considerations and bond capacity projections for the State’s GARVEE program.

Virginia Department of Transportation. PRAG has setved as financial
YDOT advisor to the Virginia Department of Transportation (“VDOT”) since
1995. We have successfully completed over 30 transactions totaling over
$7.7 billion of financings for VDOT since that time, including financings and refundings for the Northern
Vitginia Transportation Disttict Program, the U.S. Route 58 Cortidor Development Program, and Route 28
Improvement Disttict. We also advised VDOT on developing its GARVEE program and have advised on all
aspects of the five series of bonds, totaling $1.7 billion that have been issued. In developing its GARVEE
progtam, we analyzed the Commonwealth’s historical and projected federal and highway reimbursements to
determine, preliminarily, how much the Commonwealth could bottow under the GARVEE structure. During
the legislative process, we wete called upon to analyze different scenatios, mainly concerning the size, term and
timing of the issuance of the bonds. The GARVEE: were rated Aa2/AA/AA without an explicit pledge of other
Commonwealth funds. As part of the tating process, we ptepared term sheets and had ongoing discussion with
rating agencies. We assisted the Comtmonwealth in developing a structure that mitigates the reauthorization risk,
including a (i) soft “back-up™ pledge of the transportation trust fund and other legally available funds designated
by the General Assembly, (i) conservative additional bonds test of 3.0x of projected reimbursements and (i)
final maturity of 10 years.

New Hampshire Tumpike System. PRAG has served as financial advisor to the New Hampshire
Turnpike System, a component patt of the New Hampshire Department of ‘I'tansportation ("NHDOT")
for over twenty years. Since the beginning of our engagement, we have assisted on the development of the
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revenue {toll) bond program and have advised on $1.4 billion of debt issuance to either expand the system
ot refinance outstanding obligations. PRAG currently provides a range of financial advisory and strategic
planning services to the NHDOT and its Buteau of Turnpikes from reviewing the capital plan model to
analyzing financing options. In 2010, PRAG assisted the State in the issuance of its first GARVEE bonds,
which consisted of BABs and RZEDBs, for the expansion of Intetstate 93. The second seties of GARVEE
bonds were issued in 2012. We have assisted in review of the proposed legislation, prepated several versions
of financial analysis of this project and testified before legislative committees and commissions on the
legislation as well on the construction time frame for the expansion of Interstate 93. We provided strategic
advice regarding the development of rest areas and state run liquot stotes on Intetstate 93 and analyzed the
use of some form of "public-public” or "public ptivate” partnership to develop and operate these locations
versus simply operating a setvice center at either location.

PRAG has also assisted a variety of issuers consideting the issuance of Pensian Obligation Boads (“POBs"™).
The potential benefits of POBs including: (1) achieving potential budgetary savings through risk arbitrage,
(2) reshaping future cash flow requirements for payment of UAAL, and (3) providing shott-term budgetaty relief,
which must carefully weighed against the investment-related and flexibility risks in ass essing whether the issuance
of POBs is appropriate. PRAG provided this type of analysis and has successfully managed POB transactions
for clients that have chosen to issue POBs.

Consistent with our core financial advisoty approach, we would carefully evaluate vatious funding options,
examine current benefit levels, and exploze altethative benefi design changes that couid be implemented before
recommending the fssuance of POBs or proceeding with 2 paiticular financing solution. PRAG has assisted
issuers in expanding and improving theit pension disclosure language as well as assisting clients in communicating
the impact of changes brought about by pension teform (both local and state-wide) to rating agencies and the
capital matkets. This effort also extends to communications with the rating agencies, as well as shating information
among out municipal clients about the pension reform effotts of other municipaliies. PRAG has served on
vatious large and complex POB financings for state ot local governments nationwide, including the states of
West Virginia and Connecticut. Please see the following for mote detailed case studies involving pensions:

% State of West Viginiz (WV) - Funding Employees’ Peasion Systems. Tn 2004, the State of West
Ei‘;%ﬁ%] Virginia had one of the nations’ most under-funded public employees’ pension systems. The annual
¥ payments over the next several years were going to put an extreme strain on the State’s general fund
budget. The newly elected Governor wanted to address this challenge head on and PRAG was retained by then
Govetnor-elect Joe Manchin to help him and his staff analyze and structure a traditional pension obligation bond.
Although the ballot question for this bond issue was ultimately defeated, over the past three years, PRAG has
wotked continuously with the State in its effort to improve the funding of its retitement systems. The goal has
been to achieve a sustainable conttibution level that would not adversely impact the general fund budget and
could contribute to a strong perception of the state’s credit position on Wall Street.

In 2007, PRAG was the sole financial advisor to the State in connection with 2 $911.1 million taxable tobacco
settlement receipt securitization. Proceeds of this issue were eventually used to provide additional funding to the
Teachers’ Retitement System, after analysis of the best use of these funds amongst the State’s unfunded accrued
actuarial liabilities (OPEB, Pension and Wotkers’ Compensation). PRAG has worked closely with the
Consoiidated Public Retitement Board’s actuaties and with the State’s outside actuatial firms (Buck Consultants,
Inc., Etnst and Young, and CCRC) and has brought in outside actuarial expettise as 2 subcontractor (Milliman,
Inc.) in otder to ensure that the state was provided with the best information and an array of opinions upon
which to base its decisions. We have found that being able to translate actuatial assumptions and projections
into tetms that can be used by policy-makers and legislators has been valuable to our clients. While the actuaries
do an excellent job at providing predictions and calculations under the applicable GASB rules and regulations,
we have been able to take their models and merge them with five-year budget planning models and then discuss
the options with legislative leaders and policy makers in a way that makes sense to them. Over the next three
years, with PRAG’s assistance, West Virginia has succeeded in increasing its funding ratio from 22% to over 50%
and mote importantly, the State is now able to amortize its UAAL at a level payment that is affordable and
sustainable (as opposed to a level percentage of payroll which would have neither been affordable not
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sustainable). Later in 2010, PRAG also assisted with 2 mechanism to help the state and West Vitginia senior
teachers in an under-funded defined contribution system to transfer into the defined benefit system without
increasing the unfunded percentage.

jvais.  State of Conpecticut PRAG assisted the State of Connecticut with 2 $2.3 billion pension obligation
2 1% bond (POB) financing. First, PRAG assisted the State with reviewing and preparing authotizing
% {?}i', legislation enabling the POB financing. The POB legislation requires that the State of Connecticut
% fund 100 percent of its actuarially requited contributions each year as long as the POB bonds are
outstanding, so the State does not undermine the benefit of the POB financing by failing to contribute to the
pension fund in the future. Next, PRAG professionals prepared presentations and participated in Legislative
hearings describing the advantages and risks of the proposed POB financing. Connecticut is particulatly
intetested in securing 2 POB borrowing cost that is suffictently lower than the Connecticut pension fund’s histotic
investment return to assure a profitablc investment spread on the POB bond proceeds invested in the pension
fund. PRAG helped to develop the underwriter request for proposal process and prepared sutnmaries of the
tesponses which were then used by the evaluation committee in connection with their sclection process.

PRAG helped to develop cash flows for the Treasurer’s Office and Governor’s Office. We patticipated in
meetings of the State Bond Commission, which gave final approval to procced with the financing in eatly 2008.
PRAG also assisted the State in developing the financing structure, which included looking at the State’s existing
general obligation bond portfolio and additional general obligation bonds expected to be issued in the future, so
that the general obligation POB bond repayments could be best fit within the State’s debt service profile and
expected tax receipts. Many structuring options were reviewed including vatiable rate debt, LIBOR notes,
stepped-coupon bonds, swaps and capital appreciation bonds (CAB), but given taxable matket volatility that
extsted at the titme of pricing, the State issued fixed rate current interest and CAB general obligation POBs without
credit enhancement. The bonds were matketed in the United States and Eutope based on the State’s
Aa3/AA/AA tatings which would have the lowest capital chatge for investors. PRAG assisted the State on
obtaining and using a global scale Aaa rating in order to reduce the cost of capital.

The State held a Eutopean investor internet road show and physical investor meetings in Boston, Hartford and
New York City for bonds priced in April 2008 using a latge syndicate. PRAG assisted the State with its
preparation of the investor and rating presentations and assisted the State with pricing, by providing compatables
and matket data. PRAG patticipated in person at the CT POB pricing which was complicated by pending
problems at Bear Stearns, the lead manager on the financing. JP Morgan was added to syndicate just before
pricing due to their planned purchase of a neatly bankrupt Bear Stearns. Wotking with both the Bear and JP
Motgan desks, PRAG assisted the State successfully price the $2.3 billion POB financing. The CT POB was
ovetsubscribed in certain maturities and enjoyed almost $1 billion of orders from institutions in the Furopean
Union. The final taxable true intetest cost was 5.88% which compares favorably with the Connecticut Pension
Fund’s long tetm return of approximately 9 percent. The financing closed on April 30, 2008 and the State
pension fund manager placed the money into the pension fund’s liquidity pool pending investment in equities.
The Stock market fell dramatically later in 2008. Fottunately, the pension fund bond proceeds were still in short
term liquid investments when the stock market corrected preventing the State from losses on bond proceeds. In
late 2008 and 2009, after the market cottection, the State invested the POB proceeds enjoying returns well above
the 5.88% borrowing cost when the equities market recovered in late 2009 and 2010. To date, the CT POB has
been a highly beneficial transaction with the State earning more than 400 basis points above its borrowing costs
on the funds.

o, Los Angeles, Celifornia. PRAG has provided periodic POB analyses to the City since PRAG began

® setving as Los Angeles’ General Financial Advisor in the 1990’ and has reguiarly assisted the City in
evaluating pension funding options. Over this time period, PRAG has assisted the City in analyzing
pension funding options for the City’s pension systems with an eye toward providing budgetaty relief.

PRAG’s has been creative in assisting the City in applying pension funding concepts in non-traditional ways to
provide economic benefits. When working with the City on its pension funding, the City desired to take
advantage of the high rates of return earned by their two pension systems but did not want to issue POBs and
incur the risk that the high current returns would fall below the yield on the pension bonds. The budget practice

i
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in the City was to make the pension contribution from the General Fund on 2 monthly basis during the fiscal
year in order to even out the cash flow impact of the contribution. The City negotiated an atrangement with its
pension system whereby the City could pay the annual contribution in one lamp sum at the statt of the fiscal year
in exchange for 2 significant reduction in the amount of the contribution. The pension system agreed to use its
actuarial assumed earnings rate of 8.50% to discount the monthly payments that would otherwise be made. This
resulted in an effective reduction of approximately 5% in the amount of the pension contribution that would
need to be budgeted by the City. The City financed the up-front payment of its payment to the pension systems
through the issuance of tax-exempt tax and revenue anticipation notes with a one-year maturity. After accounting
for payment of the interest on the tax-exempt notes, Los Angeles saved approximately $7.0 million
{approximately 2.5%) through this financing atrangement. This dollar savings represented approximately two-
thitds of the "savings" that the City thought it could achieve through a large pension obligation bond offering
without the risk associated with 2 long-term financing.

Baltimore County, Matyland. PRAG has advised Baltimote County on debt issues totaling over
ity $7.5 billion since 1985. PRAG assisted the County with the issuance of $256.29 million of taxable
%H@! Pension Obligation Bonds to fund the present value of the increased liabilities of 2 closed portion of
its Retirement System Plan resulting from the reduction in the valuation fate from 7.875% to 7.25%.
The County expects to benefit by investing the proceeds of the bonds at a rate of return in excess of the debt
cost which has the all-in TIC of 3.44%. For every 1% difference in spread between the botrowing cost of the
bonds and the long-term rate of return on the Baltimore County Employee Retitement System, the County
expects to realize apptozimately $85 miltion of cash flow savings.

ST

We setved as financial advisor on the State’s landmatk $991 million tobacco bond sale (targest taxable tobacco
bond at that time) resulting in savings to taxpayers of $2.8 billion and significantly improving the funding level
of the Teachers’ Retirement System. This financing enabled the State to amottize its unfunded debt on the TRS
on a level, annual, affordable basis. This allowed for the transfer of teachers from defined contribution plan back
into defined benefit plan while actually reducing the overall annual funding cost to the state for such transferees.

Assot Becked Finsocinge: Qur fism has been at the forefront of the wmuticipal asset-backed finance market.

We setved as financial advisor to some of the other largest municipal asset-backed programs to date such as the
State of California’s program to secutitize the State’s shate of tevenue from tobacco scttlements and New Yotk
City Transitional Finance Authority’s program secutitizing personal income tax payments. In addition to the
State of West Virginia, we also assisted the states of South Caroiina, Louisiana, Vitginia and New Yotk City
TSASC, the District of Columbia and Monroe County MTASC with their tobacco secutitization financings. We
wete financial advisot on the California Infrastructure and Economic Development Bank’s $6.0 billion program
secutitizing special ratepayer fees mandated by the California Public Utilities Commission to finance the stranded
costs of California investor owned utilities. We advised the states of Connecticut and New Hampshire on over
$2.0 billion of rate reduction bonds. PRAG also assisted the Ohio Public Utlity Commission to on the issuance
of Ohio Power Company’s Senior Secured Phase-In Recovery Securitization. This is a record unmatched by any
other financial advisoty firm and consequently we have thorough knowledge of rating agency tequirements
telating legal documents and opinions, as well as stress tests fot proposed financing structures -- knowledge that
can be cost effective and beneficial to a client.

iy, PRAG setved as financial advisor to the West Virginia Public Service Commission regarding an
$ii ~ application filed in 2012 by Appalachian Power Company (APCo) and Wheeling Power Company
- (WPCo) (both owned by Ametican Electric Power (AEP) fot a financing otdet to permit APCo and

WPCo to recover Expanded Net Enetgy Costs (ENEC) through the issuance of Consumer Rate
Relief Bonds (the “CRR Bonds™). PRAG has advised the PSC and staff on reviewing the application for 2
financing order, which was ultimately apptoved. In reviewing the draft financing order, PRAG proposed changes
in the language related to the setvicing in order to protect the bondholders i the case of 2 change in setvicer and
to protect the ratepayers. We also noted some inconsistencies between draft financing ordet and the Joint
Stipulation between the WV PSC and AEP that could be modified. Additional comments included the possibility
of requesting more testimony regarding why the wording of the draft included the possibility of extending the
weighted average life of the transaction. Finally, PRAG commented on the ptovision for the possible use of
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credit enhancement on the CRR Bond and proposed a different discount rate for evaluation compared to the
discount rate specified for calculating rate payer savings.

PRAG then participated in underwriter selection, the rating process, and the pticing of the bonds. Our work on
the structuting of the Bonds began prior to the selection of the underwriters. The advisor to the AEP had
presented altetnative initial structures — a two tranche structure and a three tranche structure. PRAG teviewed
and analyzed the two tranche and three tranche structures using its model and comparing it to AEP’s advisor’s
numbers.

PRAG reviewed and commented on the draft request for proposals for underwriting services, as well as the
distribution list used to solicit proposals. We reviewed all of the proposals and provided summary analyses.
PRAG worked with AEP to (f) short-list firms for the book-tunning senior managing tole for interviews, (i)
develop a list of questions used in the intetviews. We patticipated in the interviews of the fitms and jointly
decided on the composition of the underwriters, including the joint book-running firms. We spent considerable
time with each of the underwtitets on the two vs. three tranche structure and the impact on pricing. PRAG and
the AEP had significant discussions on the underwriting costs and made specific recommendations regarding the
upfront fee amount, and the firms to be selected for book-running, co-book-running and co-managets designed
to lower the true interest cost on the transaction and provide savings to the tate payers.

Following the selection of the underwriters, PRAG and the AEP set up regular conference calls with the two
book-tunning underwriting firms to review alternative structuring and review recent pricings of comparable
transactions. After the initial conference calls, the group agreed that a two tranche structure would itkely provide
a lower cost of capital and two separate two tranche structurcs were included for further analysis, PRAG worked
with the AEP and the underwriters on preparing the transaction for pricing on an expedited but deliberate
timeframe in order to take advantage of a perceived strong market for securitization bonds. This plan was
successful given substaatial increase in interest rates following the pricing of the CRR Bonds. PRAG reviewed
and provided comments where necessary on all major documents, including preliminary and base prospectus,
investor foadshow documents, issuance advice drafts, rating presentations, preliminary term sheet, rating agency
pre-sale documents SEC comment letters.

PRAG was actively involved at all times and in all respects in the structuring, matketing and pricing of the CRR
Bonds. PRAG analyzed histotical pricings from utility secutitizations and analyzed recent securitization pricings
of other assct. PRAG also reviewed the forward economic calendar and underwriting issuance calendar. PRAG
communicated frequently with the underwriters and commented on the underwriters’ proposed pre-scale. Once
the CRR Bonds were in the matket, PRAG monitored the otder book and reviewed the subscription by tranche.
Following the end of the pricing petiod PRAG negotiated final changes in the rate and confirmed preliminary
final pricing with the underwriters. PRAG independently verified the cash flows of the transaction using its own
financial model. That verification process confirmed the expected nominal and present value savings calculation
derived from the model used by AEP’s advisor, using revenue assumptions based on the advisor’s rate model,
when it performed its savings calculation.

Post pricing, we reviewed all the financial terms and conditions of the CRR Bonds financing to ensure that they
wete consistent with the financing order and requisite statutoty provisions of West Virginia Code. We also
teviewed the up-front issuance costs and the estimated ongoing financing costs as provided in the Issuance
Advice Letter to ensure that they consistent with our recommendations following our review and comments on
the DRAFT Issuance Advice Letter. Finally, PRAG provided the West Virginia Public Service Commission a
summary of our involvement in the deliberations related to the structuring, marketing and pticing of the Bonds,
s supporting information regarding out advice and recommendation.

Question 4. Desriix the depih of your firm's analytical wapabilitivs: personnel assigned in modeling and other guantitative
andlyses, use of wnigus proprietary and other financial models, abiliy fo analyze and rerify time sensitive and conplex bidy and other
propused Jinancrigs, ot

PRAG believes that financial advice is ultimately dependent on numbers and that an in-depth understanding of

quantitative modeling and analysis is integral to achieving optimal financial results. PRAG regularly designs and
develops financial models for purposes ranging from broad petspective planning (e.g., long-term capital planning)
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to the narrow focus at the transaction and even the sub-transaction levels (e.g., bond financing cash flows and
tisk analysis for the investment options for bond proceeds). Taking a comprehensive approach, our long-term
capital planning models encompass all aspects of our clients’ financial opetations and can be formulated to
provide recommendations on important decision points, including revenue versus debt financing, the timing of
bond versus commercial paper issuances, the structure of long-term bonds, revenue requitements and financial
operating ratios, among other factors. In addition to modeling for long-tettm planning and for transactional cash
flows, PRAG applies its expertise to analyze financing options and identifying market opportunities. We have
developed models to analyze and caiculate call options, hedging efficiency, relative pricing between couponing
options, atbitrage oppottunities, escrow optimizations, and swap valuations, among other municipal financial
problems. PRAG will provide the expertise and petsonnel to analyze and vetify ptoposed financings and/ot
bids quickly and efficiently as requested by the State.

Qur firm personnel have strong backgrounds in both quantitative modeling and technical analysis, A vety
important service our firm will continue to provide the State is the ability to mathematically determine the lowest
cost of borrowing using an assortment of financial insttuments. PRAG has constructed linear optimization
models which we use for cur work with the State, typically on bond structuring and negotiated pticings. These
models utilize advanced mathematical techniques to determine the optimal solutions to complex financing
structures. Our proptietary model is customized for each client and is flexible in evaluating different products
and costs. PRAG’s linear optimization model could be used by the State in deciding the optimal mix and
placement of credit enhancement, fixed rate bonds, capital appreciation bonds, synthetic fixed rate bonds, and
any other products that may be considered for a particular bonding program. The model ptovides the optimal
solution of minimizing debt service in targeted years, maximizing or minimizing the final maturity, minimizing
the present value of total debt setvice, and minimizing or maximizing other structutal constraints.

PRAG provides its clients with every kind of analysis needed to make proper financial decisions. In many
instances, we develop customized computer programs using high-level languages for specific engagements. We
have found the ability to design client-specific software extremely valuable and cost-effective. In addition to
project-specific software, PRAG’s software base currently includes programs and modules in the following ateas:

Advance Refunding Forward Delivery Analysis

Sinking Fund Development Investment Optimization

Escrow Structuring & Restructuring TIC/NIC/Spread Analysis

Call Opton Pricing Bid Optimization

Debt Structuring Insurance Cost Effectiveness

Flow of Funds Analysis Utilities Cash Flow

Project Finance Derivative Products Pricing and Analysis
Cash Flow Analysis Leasing

Debt/Equity Analysis Asset-backed Products

Option Pricing Analysis Rebate Analysis/Requirements

For each analytic tool, our firm has the capability to add an optimization module that allows us to advise clients
on the structure to optimize a set of stated goals. For example, in structuring a bond issue under specific state
law structuring constraints, our optitnization raodule can solve for a structure, which meets state Iaw constraints
and provides the lowest debt service for a specific period of time. Another example of the use of out optimization
module is the development of seniot/mezzanine/junior financing structures that solve for the latgest and least
possible borrowing amount given differing coverage factors on each level of financing. We are dedicated to the
use of optimization techniques, in conjunction with standard modeling practices, in otder to assure clients that
the structures that are ultimately implemented mect their goals in an optimal mannet.

PRAG has a proven track fecord of success in applying our quantitative and analytical capabilities. The best
tepresentation of our technical and quantitative abilities is our past petformance. Below are some examples of
how we applied our analytical capabilities on State of West Vitginia projects over the course of our engagement:

A,
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V' Transportation Infrastructure Plan- Governot Justice formulated a multifaceted Transportation

Infrasttucture Plan that relies on levetaging multiple revenues streams through the issuance of
general obligation bonds, toll revenue bonds and GARVEE notes to fund the State’s deteriotating
toads and bridges. At the request of the Division of Highways and Patkways Authotity, PRAG
developed finaacial models to project bonding capacity of each financing tool based on assumed
revenue strears, debt service coverage targets, statutory authorization levels and fee structures.
Given that the upfront proceeds generated from each financing tool is to be used to fund state road
construction, it was important to consider the interrelated nature of the funding programs in
developing these models. Please sce a discussion on the Governot’s Transportation Infrastructure
Plan in our response to Question 4.8 herein, which includes a detailed description of out approach
to developing the customized models for the Governot’s plan and cettain considerations in
executing the plan as well as summaries of the models output.

SBA Multi-Year Capital Funding Model: PRAG assisted the West Virginia School Building Authority
(the “SBA”) develop and implement a comprehensive plan of finance to permit an ongoing
botrowing program to provide annual funding for the construction and maintenance of secondary
schools throughout the State. Prior to the creation of the multi-year planning model developed by
PRAG, the SBA had been funding school construction with ten year bond issues and on a pay-as-
you go basis. Working with SBA staff, our firm assisted in the development of a model and
ptesented to the SBA and Department of Administration a series of financing alternatives to meet
its policy goals and funding needs. Based on our analyses, we presented a financing plan that
leveraged the two fixed tevenue sireams io permit the SBA to optimize its funding needs by
borrowing approximately every year combined with available general fund approptiations. PRAG
updates this model on a tegular basis.

Wes Virginia Parkways Swap Analysis: We assisted the West Virginia Patkways in connection with $59.1
million of FGIC-insured VRDBs which were trading very poorly, due to the successive downgrades
of FGIC. The integrated interest rate swap had provisions that exacerbated the Parkway’s problem
as the poor trading resulted in an Altetnative Floating Rate Event occutting under the swap. PRAG
was engaged to assess the altetnatives, which included teplacing the credit enhancement, replacing the
liquidity, or replacing both. After extensive analysis, it was determined to avoid the other potential
mono-line insurets, and to matket the bonds based upon the underlying rating of the Patkways
Authority (“AA-“), with a new liquidity facility. PRAG assisted with what amounted to a current
refunding of the mono-line insured VRDBs with uninsured VRDBs using the Parkways underlying
AA- credit and with the deemed termination calculations under the swap. The swap was maintained,
notwithstanding the removal of what once was a ttiple-A rated Credit Support Provider under the
ISDA documents. This helped the Parkways avoid a large swap termination payment. PRAG later
assisted the Parkways in replacing the VRDBs with a variable rate direct loan with a commercial bank.
The bank loan converted the bonds to a LIBOR index rate, reducing the swap basis risk and eliminated
bank replacement risk as the term of the loan matched the final matutity of the bonds.

Workers Compensation Modsl PRAG was asked to assist the State with a long-standing economic
ptoblem caused by one of the State’s most persistent unfunded liabilities. The state-run, exclusive,
workets’ compensation system had unfunded liabilities totaling in excess of $3.8 billion (on a present
value basis). The State desired to defease its obligations on existing workers’ compensation claims
and capitalize a new, employers’ mutual insurance company to take over future workers’ compensation
obligations 2s a first step towards opening up a competitive market. PRAG put together 2 team that
included a nationally recognized wotkers’ compensation life actuary and claim expetts to provide the
unique blend of services required by the State of West Virginia. The PRAG team was able to build a
model that aided in creation of a tax package that was pledged to defease the prior obligations along
with othet available sources. The liabilities wete then analyzed from a life actuary perspective, which
was incorporated into the model giving the State a comprehensive set of tools with which to close up
the old pool of liabilities and capitalize the new employers’ mutual insurance company. The Governor
had obtained the authotization to incur up to §1.5 billion in debt in order to fund the old workers’
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compensation liabilities but in reliance on our analysis and the model that was created for the State,
the State determined not to issue any debt. PRAG annually updated the workess’ compensation
liability mode] through last fiscal year when the fund approached sufficiency.

West Virginia Parkways Efficiency Report: PRAG conducted an independent financial review and analysis
of the Parkway to assist the Govetnot, State Legislature, Patkways, public and other stakeholders
in the evaluation of the need for future proposed toll increases and the relationship of toll increases
to maintaining the Turnpike in 2 manner that provides a safe facility and an acceptable level of
service. PRAG teviewed the Parkways’ () cutrent financial practices, financial results and
operations and capital budgeting practices; (if} debt structure; (iii) legal constraints; (iv) past and
projected revenues and expenditures; and (v) identified capital needs. The firm worked with the
Parkways’ consulting engineer, traffic and revenue consultants, Patkways staff, State elected officials
and staff, and other stakeholder to gather information and present finding and recommendations.
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4. Project Goals and Objectives

PRAG has served as the State of West Vitginia’s financial advisor since 2005 and over the course of our tenure
with the State we have worked on numerous bonds issuances of varying size, structute and security and special
projects that have run the gamut which allowed us the opportunity to work with State staff and elected officials,
State agencies such as the School Building Authority, Higher Education Policy Commission, Water Development
Authority, Economic Development Authotity, Lottery Commission, Insurance Commission, Department of
Transportation, Tobacco Finance Boatd, Patkways Authotity, Legislative Finance Committees, State Board of
Investment, Consolidated Public Retitement Board, Public Employees, Public Employees Insurance Agency and
the State Treasurer’s office. Over the years we have come to understand the State processes and have used such
expetience to coordinate and bring multiple projects to a successful completion. No othet financial advisory
firm has such first-hand experience and depth of knowledge of the State’s complex debt pottfolio, financial
structure and statutes. We are familiar with the debt issuance approval process of agencies, board and
commissions thtoughout the State seeking a directive from the Governor. We are familiar with the legislative
and budgeting process. Over the years we have thoroughly reviewed debt and financing proposals, analyzed the
structure of the transactions, ran independent numbers and wotked on details with the proposed issuet ptior to
the final proposal reaching the Governor’s desk. We are proud of the level of service we have provided to the
State since we wete hired as the State’s first independent financial advisor. The State has always been a client we
are proud to have, and we would be honored to continue as its financial advisor.

PRAG, as a firm, and the proposed project team specifically have the comprehensive set of skills, experience and
expertise to successfully undertake the Project Specifications presented in the Project Goals and Objectives
section of the State’s request for proposals. These skills include monitoring the market relative to a client’s
database for refunding opportunities, tracking secondaty trading levels for both fixed and variable rate debt,
providing updates on general market trends and developments, monitoring levels of debt ratios tequited by bond
covenants or debt policies, providing updates on ratings for both client-specific and sector-wide developments,
and monitoring investments and investment agreements and arbitrage rebate analyses. We also evaluate the
effects of proposed legislation, regulations and other initiatives, analyze unsolicited proposals from underwriters
and provide briefings to staff and legislators as required or requested.

The following sections outline each of the items in the State’s Project Specifications and details how PRAG will
fulfill each of these objectives through relevant expetience already deployed fot the State.

4.1 Advise the State on general market conditions and outlook for financings, including: the issuance of bonds and other
Jinancing instruments, marketability, refunding opporiunities, debt affordability, budgeting of debt service, and investor preforences;

PRAG analyzes the market conditions prior to, during, and subsequent to each bond sale: The firm summarizes
the expected reception of the bonds in the matket and evaluates performance relative to the market and other
transactions of similar credit: As a result of our extensive client base and frequent patticipation in the market,
PRAG is involved in the tax-exempt markets on a daily basis and we can obtain information on market conditions
and pricing opinions from a wide vatiety of participants and sources such as Thomson Municipal Matket Monitor
(I'M3), Bloomberg, PreBon Tullett, and all historical tating reports of Moody’s Investots Service, Standard &
Poot’s and Fitch Ratings.

PRAG would continue to review the State’s debt management practices, outstanding debt structures and financial
resources to determine its available borrowing capacity and tefunding opportunities, using our debt financing
software and in-house created models. If a refinancing is pursued, onr role would continue to include
management of all aspects of the transaction — from initial review through the completion. The first step,
developing a database of the State’s debt, is complete and regularly updated. As the State’s financial advisor, we
would continue to review the database regulatly to identify potential refunding oppottunities.

As Financial Advisor, we assist and make recommendations on all aspects of financings (whether new money or
refundings), including: type of debt or other financing instrument to issued, document preparation, method of
sale, selection of financing team, timing of sale, economic considerations, market conditions, maturity structures,
intetest rates, tedemption provisions, debt service requirements, evaluation of bond pricing, evaluation of
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undetwtiter performance, and any post-sale services as may be reasonably requested. Given our in-depth
understanding of economic and market conditions and our active involvement in the municipal market, PRAG
is able to interpret the most important matket trends and can continue to assist the State in managing issue size,
tining, structuring and choosing the optimal structure based on iavestor preferences and specific issue
requitements. We have extensive experience in debt structuring, including maturity design, document
preparation, couponing, call option and esctow structuring, and possess 2 high level of analytical capabilities,
thereby enabling us to successfully develop and implement various financing programs.

Out knowledge of the municipal bond market and our quantitative modeling capabilities are central to the
effectiveness and applicability of our advice. By applying this knowledge, we can fully evaluate all alternatives to
develop the optimal structure that aligns with the State’s goals rather than the objectives of other parties which
may be to generate the largest fees. Our recommendations on structure encotmnpass a variety of options, including
size, maturity design, couponing and call provisions and the use of linear optimization techniques, if appropriate,
to develop an optimal plan of finance.

PRAG understands the State’s financial practices, operations and capital budgeting objectives. It is our practice
for all our clients to prepate outstanding debt setrvice schedules for both new money and refunding issuances
and any other schedules as requested by our clients and would do so for the State. Our schedules provide our
clients with calculations of principal, interest, debt service on a semi-annual and fiscal year basis, sources and uses
the true interest cost, atbitrage yield and tax calculations such as the Form 8038, among other schedules. In the
case of refunding issuances, we also include debt setvice schedules that show gross savings on present value and
annual basis, prior debt setvice, summary of the bonds refunded, esctow costs, escrow sufficiency, among
others. PRAG has the ability to customize any debt service schedule to fit the State’s needs. PRAG has
consistently provided these services to the Depattment of Administration, Department of Revenue and State
Tteasurer’s office and is in regular contact before during and after bond transactions to be sure the State’s systems
are accurate and reflective of all transactions.

4.2 Advise the State on alfernative mechanisms fo franee projecs, sl as the use of public-private partnerships and
Securifization of vevenue Streams;
Since the Winkler case, leveraging the State of

.. 2 STANDARD
West Virginia’s lottery revenues has become a Mooby’s &POOR'S
INVESTORS SERVICE RATINGS BERYICES

substantial financing source for capital projects
within the State. Until recently, this has been a

growing revenue stteam and has allowed for the T e cra— s
financing of many capital projects that have |° o ‘o 9n netotiery revetes; |8 Very strong projected maximum
bt dgth i y;‘WPtV'P' ) o ¢ ¢ * Strong debt service coverage; dr?bt service (MADS) coverage;
etiere; e VES.O es‘ ugin}m;s in errns. o} e Subordinate back-up pledges; ¢ Lien of net revenue, providing 1.5x
school construction projects, higher education |, Immportance of lottery reveses built-in coverage of debt service;

Al

projects and parks and recreation projects. | to State opecation, which * Rapid debt service repayment;
Howevet, as the State is well aware, the stability | provides incentives; ® Strong coverage on all licns based
* Historically strong management | on statutory limit of debt service;

and ability for future levetaging of this revenue ;
. . . of State’s lottery enterprise. * Backup lottery and excess lottery
stream is being threatened due to the increased oreyen ]edml:_ cry i ex

out-of-state competition and online lottery
competition. Having wotked on eleven issues o iack of constmtonal protection | e Declining revenues due to
with the agpregate par amount of $459.0 million of the pledged revenue stream; increased competition and
and most recently on the $21255 million West |* Continued competition from weakening economy.
Viginia School Building Authority, Lotteey |, "o&"boring staes
. ; e Natrow source of pledged

Capital Improvement Revenue Boads, Sedies | .\cooce :

20158, PRAG is vety familiar with the State’s e potential change in consumer
Lottery and Excess Lottery financing programs. interest towards gaming,
We understand the unique flow of funds, rate
covenants, additional bonds test, and maybe most importantly, we understand the credit issues telated to the
program. We have relationships with each the State’s lead rating analysts Genevieve Nolan at Moody’s, Timothy
Little (the recent replacement for John Sugden) at Standard and Poor’s and Mazcy Block at Fitch. These analysts
call us regulatly both during the bond issuance process as well as during their annual surveillance to ask questions
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regarding the nuances of the State’s lottery program. We have established a rapport with the analysts and have
encouraged open dialogue. The proposed PRAG team has assisted new tating analysts in understanding the
nuances of the State’s lottery and excess lottery credits. The open dialogue and transparency with both S&P and
Moody’s has helped the State to maintain their Lottery/Excess Lottety tatings despite the competition and
uncettainty regarding futute lottery revenues.

PRAG has a thorough understanding of the lottety credit and the flow of lottety funds. The Lottery Bonds
receive the first 30% of racetrack video lottery dollars and the net profits of traditional lottery (instant and online
gemes). The Excess Lottery Bonds receive limited video lottery revenues and a pottion of the racetrack video
lottery funds once the benchmatk is reached. The flow of funds of the State’s lottery program is extremely
complex. The complexity was accentuated in 2014 when in an effort to bolster the coverage and ratings of the
Excess Lottery credit the Legislatute made amendments to the Lottery Act (HB 101 and HB 106). With the
passage of HB 101, the State tuoved or eliminated various statutory transfers that occurred in the Lottery flow
of funds. PRAG worked closely with the administration in developing the strategy and ultimately was responsible
for communicating the changes to the rating agencies and the markets. This type of flow of funds requites a
comprehensive understanding of the programs and the numbers in order to articulate the credit strengths and
mitigating factors regarding any credit challenges. We worked with Lottery tepresentatives to develop the graphic
below to summarize the complex flow of funds with the FY 2016 tevenues and transfers.
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We know that the rating agencies are concerned about out-of-state competition but we zlso understand the
protections and backstops inherent in the flow of funds of the programs. For example, the inttoduction of
games and/or gaming facilities within such states of Ohio, Pennsylvania and Maryland have certainly impacted
the revenues generated at the Mardi Gras, Greenbticr, Wheeling Island, Mountaineer and Hollywood casinos.
See the proximity of competition in the map that follows.
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Rather than focusing on the potential loss of racetrack lottery funds, we have emphasized the stability of the
traditional lottery for the Lottery Bonds and the limited video lottery for Excess Lottery Bonds, both of which
generate enough revenue to pay the debt setvice on the existing bonds in each respective progtam as
demonstrated below. For example, the aggregate debt setvice coverage for the Lottery bonds (SBA, New Fast
Lottery Bonds and CTC bonds) was 6.9x pledged revenues in FY 2016, but even if racetrack lottety revenue went
to zero, the covetage would be ~1.3x. Likewise, if racetrack lottery revenue went to zero the aggregate debt
service covetage for the Excess Lottery bonds (EDA. HEPC, SBA, Chesapeake and the authorized Park bonds)
would decline to 3.2x from its existing FY 2016 coverage level of 5.3x (assumed debt service for the authotized
bonds).

Petiodically PRAG initiates calls with the rating agencies to get non-transaction related feedback, PRAG initiated
such a call with John Sugden, to gauge the view of the rating commitment on the lottery credit. Due in patt to
our long relationship with Mr. Sugden and working with him on other States’ credits, the discussion was
forthright and frank. Based on this discussion and work with the other lottery credit rating analysts, we developed
some ideas fot the State’s consideration with respect to future policies and practices related to the lottery program
designed to maintain the existing tatings at the highest possible level. Many of our recommendations below are
designed to alleviate these concerns and help to maintain the State’s Lottery ratings. As the State’s financial
advisor, we are committed to working with it and the Lottery Commission to continue to catry out this rating
strategy as outlined below.

k

et
W
.

® Consider providing longer-term projections given narrowing debt service coverages.

* Attempt to provide more detail on how specific competition is impacting various portion of the lottery
tevenue stream.

¢ Provide real-time revenue updates as new competitive facilities come online

® Review prior year expectations versus actual (instead of just original budget projections)

* Provide quarterly revenue updates in a format that shows effect on bond coverages.

* Participation from Governor’s office during rating meeting to communicate:
¢ Govetnor’s/ Administration’s position on new games and supporting the Lottery and Excess

Funds.

0 Governor’s/ Administration’s position on new lottery debt

¢ Presentation from Lottery and/or Administration about strategy (change in law, business adjustments)
the State is pursuing to protect lottety revenue

® Coverage scenatios created and stress test shown for the worst-case scenatio.

¢ Consider shortening term of debt until effects of competition become clear.

v{,g Proposal to Provide Financial Advisory Services to the State of West Virginia 44



e Consider the trade-offs of delaying certain new money bonds.

No fitm is more qualified to advise the State on credit matters, discuss the credit strengths of the program with
the analysts, do stress testing on the revenues and debt setvice coverage and strategically plan for future debt
issuances.

Public Private P ing

PRAG has significant experience providing
financial advisory services to the public sector [ _ I
for all aspects of public-ptivate partnership [ * Vitginia Department of Transportation

(“PPP”) projects. These setvices include | ™ Georgia Department of Transportation

feasibility analyses, development of modelsand | * Matyland Department of TranspottationDistrict  of
sensitivity testing of econotnic assumptions for Columbia Pcpal:hnlent of Tmnsportat%on

sevetal public-private ptojects. PRAG has Denver Um‘on Stattqn Project Authority (CO)

advised thc Virginia Department of T.ranspottatzon Corridor Agencies of Orange County (CA)
Transportation (“VDOT") on several projects City of Atlanta Water System (GA)

utilizing the PPTA structure and has analyzed Mercedes Benz (AL) Facility _

the risks and financial feasibility of a number New Yotk Mets Baseball Stadium (NY)

public-private partnership projects related to Rochester (NY) Sports Stadium
transportation, resoutce recovety, housing Miami-Dade Watet and Sewer Department (CA)

and economic development, airports, City of Los Angeles Wastewatet System (CA)
cottectional facilities and sports stadiums. PRAG has extensive experience in developing alternative financing
sttuctures for public-ptivate issuers.

Select PRAG P3 Clientk

Any PPP project should tepresent added value from private participation, whethet to relieve the government
from continuing a function no longer consideted part of its cote responsibilities or through a decision that
indicates that higher efficiencies will be achieved. The project may involve a trade-off between the loss of future
cash flow and the gaining of a lump sum payment. Among the largest concerns are the tetms of concession
agteements. Very generous concessionaire compensation requitements, termination payments or indemnities for
example could be detrimental to the State. If cutstanding debt must be defeased, there should be a transparent
plan that outlines the amount of debt involved and the process by which those bonds will be putchased.

Rating agencies should be involved in PPP projects and it is paramount that the state’s general credit standard is
maintained. Open and frequent communication with the agencies is necessary, including a dialogue about why
the State decides to pursue a given transaction, the potential transaction itself and the specific terms of the
concession agreement. Perception of the transaction as a one-time aid for financial stress could be harmful to
the State’s credit ratings.

Stonewall Jackson 1 ake State Park (W)

The operator/developer of the Stonewall Jackson Lake State Park requested that the State budget and appropriate
an additional $2 million subsidy for the project. The Office of the Governor specifically requested PRAG to
analyze the long-term financial projections for the Project, and the credit implications and other effects the
requested cash contribution might have, as well as reviewing possible debt restructuring options and vatious
options for the infusion of State equity.

The Governor was concerned that a failure of the State to provide this additional money could adversely impact
the State's credit rating, the resort's operations and would only lead to further requests without addressing the
underlying problems.

PRAG concluded that:

» The project was overleveraged and without a significant reduction in the debt, the project would suffer
significant additional operating deficits and would be unable to pay the full debt service requitements on
the Bonds for the foreseeable future. Agteeing to make an additional contribution did not address the
projected revenue and expense imbalance.
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» Based on extensive discussions with the rating agencies, failure to subsidize the project was not expected
to adversely impact the State’s credit ratings because the secutity for the bondholdets was solely from
Resort net revenues, with no recourse to the State.

The Governor and the Legislative leaders agreed to follow PRAG’s tecommendation and not contribute
additional funds to the Project. The State has saved millions of dollars by following this advice given that no
additional state funds have been provided to the project.

4.3 Advise the Stule on rating agency marters and siratogies for rating agency mectings, including: Dreparing material for rating
agency visits or calls, or meetings; identifying identity and background of rating agency personnel and a synapsis of their likely concerns
and questions; preparing the State participants, including providing outlines of talking points 1o be mude by each Siate presenter;

As a result of representing many diffetent clients, including West Virginia, with the tating agencies over a number
of years, we have developed an understanding of the credit rating agency process, which we do not believe is
present in any other financial advisory firm. No advisory firm, independent or otherwise, can offer the credit
expertise and expetience that PRAG has.

The State of West Vitginia has a complex Net Tax Supported Debt portfolio which includes General Obligation
Bonds, Lottery and Excess Lottery Bonds, and cettain Lease Revenue Bonds. The State’s respective ratings for
the Net Tax Supported Debt, Moral Obligation Bonds, GARVEE Bonds and Municipal Bond Program are
summatized in the table below.

State of West Virginia Credit Ratings
As of May 1, 2017

Moody’s Moody’s S&P S&P Firch Fitch

Security Rating Outlook Rating Outlook Rating Outlook

General Obligooon Bonds!

Aa2? Stable? AA-0 Stable AALR Negative
Eease Revenue/Appropriatian
Bonds® Aa3? Stahle? A10 Stable AA12 Negattve
Lotery and Excess Louen
Bonds! Al Stable AAA Stable!? A+ Stable
Higher Ed. Datible Barrel Boands
{Lonery fEd Feea)? Aa3 Stahle A+ Stable N/A N/A
Mol Ohhigarion Ratng) Al Stable? A-10 Stable A2 Negative
Municipal Bond Program® N/A N/A AA-ID Stable N/A N/A
GABRVEE Bonds® A2 Stable AA Stable N/A N/A

! Issuet includes the State of West Virginia for State Road and Infrastructure Bonds.

? Issuers include the Economic Development Anthority and School Building Autharity.

*lssuers include the Ecoromic Development Authority, Higher Education Policy Commission, School Building Authority and Water Development Anthority.
4 Fssuer includes the Higher Education Policy Commission,

# Issuer includes the Water Development Authority.

¢ Moral Obligation is noiched two notches off the State's general obligation rating for Moody's and Fitch and three notches for S&P.
7 Issuess primarly include county school boads.

8 Issuer includes the Commissioner of Highways.

* Downgraded rating and revised outlook on February 21, 2017.

¥ Downgraded sating on April 21, 2016,

1 Revised outlook on October 28, 2015.

12 Downgraded ratings on September 27, 2016.

Each credit comes with unique strengths and challenges and requires a tailored rating strategy. PRAG has worked
with the Governor’s Office, Department of Administration, Depattment of Revenue, Department of Highways
and State authorities and agencies in addition to other members of the State’s working group to develop
customized rating strategies for each of its credits. We are familiar with all of the Statc’s genetal government
ctedits. As previously stated, we have established relationships with each of the State’s tating analysts and are
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familiar with their approach and concerns. These analysts call us regularly both during a bond issuance as well
as during their annual surveillance to ask questions regarding the fine distinctions of the State’s debt programs.
We have established a rapport with the analysts and have encouraged open dialogue.

Since 2003, when we started as the State’s financial advisor, improving the State’s credit ratings was one of our
primary objectives. At the time the State was rated Aa3/AA-/AA- by Moody’s, Standard and Poot’s and Fitch
tespectively. While the majority of other states in the country suffered through the Gteat Recession in the late
2000s, West Virginia fared well generating year over year revenue growth and achieving substantial operating
sutpluses. During this time petiod, the Manchin administration, consistent with PRAG’s advice, tackled many of
the State’s liabilities by dedicating revenues to paying down the state’s workets compensation debt, securitizing
the state’s tobacco revenues to imptove the state’s pension funding status and building up the State’s rainy day
fund. PRAG worked intimately with the state to communicate to the rating analysts the steps the State had taken
to reduce these labilities and build up the State’s reserves. The rating agencies acknowledged the strong
governance and financial discipline of the state during this time with rating upgrades. Moody’s upgraded the State
to “Aal” in 2010, Standard & Poor’s to “AA” in 2009 and by Fitch to “AA+” in 2011, the first upgrades of the
State by Moody’s since 1999 and by Standard & Poot’s and Fitch since 1996.

While we are cettainly proud of the rating strategy that resulted in multiple upgrades to the State’s ratings in the
late 2000’s, often times the overarching strategy is to maintain/protect a rating from multiple notch downgrades
in difficult times.

With the significant drop in natural resource prices, including coal and natural gas in the fall of 2014 there was
significant impact to the State’s general revenucs and a rippling effect to the State’s other revenues such as income
tax and sales tax due to higher unemployment levels and less disposable income. The Tomblin administration
used a variety of measures to manage through this period of time such as hiring freezes, no pay raises, across the
board spending cuts, new revenues (tedirection of wotkets’ compensation fund revenue and lottery surplus) in
conjunction with tempered use of the State’s rainy day funds.

The rating agencies view rainy day funds as a tesource for states to manage through cyclical downturas. Rating
agencies expect states to use their rainy day funds during these times, however it is critical that the use of rainy
day funds and other one-time measures are used in conjunction with ongoing and sustainable budget
enhancements (such as spending cuts or new revenue measures) to achieve a more structurally balanced budget.
Going into the 2017 Legislative Session, the State was facing a $400+ million budget gap for FY 2018 and annual
gaps tanging from $250 million to $380 million through the out yeats in the States six yeat plan. Further, given
the magnitude of the projected budget gaps, the State cannot rely on the rainy day fund because, if applied, the
draws requited would completely drain the rainy day fund in a matter of years while still leaving the latge structural
imbalance and limited source funds to assist with short term/liquidity needs. Further, we tecognize that expense
reductions of critical services and/or the introduction of new taxes at a time when so many citizens of the State
are struggling are politically difficult.

Suffice it to say the Justice administration inherited an extremely difficult budget situation facing a cutrent year
FY 2017 budget gap of $200 million and an even mote significant FY 2018 budget gap, as described above, on

the heels of rating downgrades from each of the agencies over the last year and a need to spur economic
development and fix the State’s infrastructure.

The new administration recognized PRAG’s long-term history of wotking with the State and unmatched
knowledge of the State’s credit. Having setved as the State’s financial advisor since 2005, we have advised the
State through many economic cycles and have had multiple conversations about the rating agencies views on the
State’s credit strengths and challenges. PRAG was willing and able to meet with the new administration on less
than a week’s notice and do a half day debrief on the State’s credit.

As patt of this conversation and in follow up materials we coveted:

* State’s tatings at the time and implications of further downgtades,
e State’s credit strengths and weaknesses,
® Use of rainy day fund and appropriate rainy day fund balances,
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¢ Tmplications of certain changes to the State’s pension funding and actuarial assumptions,
¢ Possible financing mechanisms for the State’s roads,

¢ Refunding opportunity to generate significant FY 2018 budget relief,

® Peer comparison of other states.

As noted above, in preparation for the credit rating debrief meeting, PRAG ptepared an extensive analysis of the
State’s ratings including the existing and historical strengths and weakness, the actions that could lead to both
positive and negative rating actions and ultimately worked with the Depattment of Revenue to develop
a schematic that clearly demonstrated the factors needed to balance the State’s credit profile in order to maintain
its existing ratings. Provided below is an updated summary of the State’s credit strengths and weaknesses as well
as the schematic we developed eatlier this year which still memorializes the credit factors the Administration is
considering as the develop the cutrent Fiscal Year 2018 Budget.

STANDARD
Mooby’s STANDA
INVESTORS SERVICE RATGS SERVICES
Moody’s S&P Fitch

General Obligation Credit Stren

* Track record of fiscai * Strong rainy day fund balances | Ampie expenditure fiexibiliry
conservatism; that provide flexibility to weather |  with a low burden of carrying

 Financial cushion provided by temporary revenue shortfalls; costs;
the State’s rainy day fund; « Statutory provisions that allow » Sizeable level of reserves;

» Strong executive power to payment of debt service in » Strong ability to control
make mid-year spending absence of a budget; revenue and spending policy.
adjustments. = Demonstrated willingness and

ability to tackle large-scale

financial challenges.
Greneral Obligation Credit Challenges
= Above-average concentration in| ¢ Challenged econoimic base that & Downturn in the natural

the coal industry; has suffered significant resource market, particularly
o Below-average income and low |  deterioration year over year given |  for the State’s coal;

labor force participation rate; global weakness in demand for = Significant unfunded pension

e Persistent structural imbalance, | mineral and ore products; obligation.
aggravated by significant * Reliance on one-time sources of
unfunded pension liabilities. revenue to close budgetary gaps

= Significant pension liabilities.

Factors that Offset Bakance §

= Continuante of Rainy Day Fund Draws

® Dalzys in pension payments or maasures -
that increase the unfunded ratio [

Negative Pressures + Ongoing structural imbalance h
* Overell weak economic base amd lack of diversification :‘
* Low per caphaf Income ':
- « Signiticant unfunded Lisblfties q
g

« High unemploymens
= Trends in coal industry
= Decreasing or stagnant Revenue Growth

* Unfavorable demographits in terms of pepulation

.
b w grawth and actucaxional attainment

;
Credit Strengths :q
= High reiey day fund balance
= History of funding full pensior actuerial datermined 5
cantribution ]
= Strong flancial management
+ Histary of tackling large fiscal challenges 5

1 « Past performance and defivery on promisas , i
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Further, as a follow up to the credit debrief meeting, the Department of Revenue and Governor’s office requested
PRAG prepare an in-depth peer compatison that could be used as reference for the State as they evaluated
different budget initiatives for Fiscal Year 2018. The analysis provided a single soutce comparison of 15 states,
largely considered West Virginia’s peers, and has enabled the Administration to cleatly understand which policies
are in place in other States and how those policies may impact theit credit profile. Please find a select number
of the peer compatisons in the table below.

r ¢
5|

Stata West Virginig Kansas Kentugky Peansvivanly Virginl

|Ratings (Moody's/S&P/Fitch) Aal (Negative) A2 (Negative} |Aa2 {Stabie} Aa3 (Stable) Aaa (Stabie}
AA- (Stabls} AA-{Stabie) A+ {Negative) | AA-{Negative) AAA {Stable}
AA (Negative] NR AA- (Stable} AA- (Stablej AAA (Stable)

Cradit Strengths -Track Record of Fiscal }-Low unamployment |- Strong econom!c and [-Stable aconemy that |- Long standing history
Conservatism and tate and cther revenue growth, !5 'ess volatlle than the |of conservative fiscal
discipline, favarable economic -Willingness to cut US aconomy overall, |management,

-Strong Rainy Day Fund |indlcators, |expendituras to - Above-average -Strong debt

balances, = Divarse ¥ bat: budget, i leveis, [management practices

-Demonstratad - Large amount of - Consetvative revenue |- Penslan reform controlled through

wlllingness to tackle budgetary flextbillty on [foracasting. jplacing Commonwealth |sophisticeted debt

large scale financial revenue ard on a path to full ffordebility model,
haii ditures sides of funding. - Strang and diverse

- Strong axecutive budget. economy.

power for mid-year

cuts.

Credit Weaknasses -Significant unfunded |- History of - Low per-capita - Negative fiseal - Managing finances
pension liabllltles, underfunding pensions, |incorne, position following through a slow
-Below average per- leading to above- -Above-average debt  |years of deficits and economic recovery and
capita income levels,  |average unfundad ratfos and large large structural federal downsizing
-Declining revenues, pansion liabilities, unfunded pension imbalance, while trying to rebuild
creating structural - Depleted Ralny Day  |llabilfties, - Contentlous political |raserves,
imbalance, Fund, - Fluctuations in environment making i |- Limited rasources,
-Damographic profile |- On-going difficulties  jemployment growth,  Jdifffcult to chart a long-
comparatively weak balancing budget with |- Lagging the nation's  [term fiscat path,
and steady loss of racurting measures levels on demographic |- Poorly funded
population. after tax euts, indicators and pension plans and

- Panslon paymant {projected growth, historical practics of
deferrais. - Structural imbalance. Junderfunding.

Inclustrial diversity ranking (1 best}®! 47 24 27 7 21

Per Capita Income® 336,758 $47,161 $38,588 349,745 $52,052

Unemployment Rate, Rank® 6.0%, Rank: 47 4.3%, Rank: 20 4.8%, Rank: 26 5.7%, Rank: 44 4.2%, Rank: 17

General Revanue Growth for FY 2018/2017'“ -2.2%/2.0% 2.4%/4.2% 4.0%/2.6% 3.1%/7,9% 3.4%/10.7%

Rainy Day Fund Balance {$ in Mililons) for FY 2016/2017% 779/742 0/0 209/236 69/70 237/2845

Ralny Bay Fund Balance as a % of Expenditures® 17.5% N/A 2.1% 0.2% 4.2%)

fPension Liabllity Funding Ratla®™ 76.9% 65.2% 37.4% 57.6% 74.6%

% of Pension Annual Required Contribution Paid® 107.02 74.5 77.46 833 83.5

|Pricing Spread to MMD +11 bps 440 bps™ +85 bps™ 470 bps 0bps

Borrowing Cost™ 243% 272% 2.97% 8.02% 2.3200%

@l £, Regional Diversity, Volatility and Vitality,” i uwiy's Anaiytics, November 2013,

¥ 5. Dapartment of Commetce / Bureau of & ic Analysls / Regional i Di

Plgureau of Labor Statistlcs, November 2016,

) The Fiseal Survey of States Fall 2016.

Bl 5, State Pensions," S&P Global Ratings, Septembar 2016.

®amount calcuiated based on a weighted age of the reported in the Fitch Ratings, "2016 State Pension Update.”

"'Appmlmntettn y&aT borrowing cost was calcuiated by PRAG by applying the State's or Commonwealth's priting spread for their most recant general obligation or appropriation
bonds to the ten year Mun cipal Market Data ([MMD) as of January 23, 2017 .

Fistate doas not lssue generel cbligation bonds, State doas issue appropriation bonds. App prieing spreads were adjusted 20 bps to approxi the borrowing
cost of a general obligation credit,

Pistate has not Issued general obligation or appropriation bonds over the past ten years.
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On Februaty 8, 2017 Governor Justice introduced what we viewed as a strong Executive Budget given the
combination of spending cuts, new revenue measures and ending the use of the tainy day fund to balance the
budget, in addition to plans to spur econotnic development in the “Save our State” fund and investment into the
State’s infrastructure.

Duting the 2017 Legislative Session, we were asked to review a variety of proposed bills and provided advice and
drafted memorandums summarizing possible rating implications and credit considerations on future financings
that may resuit from the passage of the following bills and resolutions:

* Joint Senate Resolution 6 related to the issuance of State Road General Obligation Bonds,
®  Senate Bill 482 related to the Parkways,
»  Senate Bili 335 related to various tax changes and amendment to the Constitution.

Part of our review included calls to and discussions with rating analysts on an anonymous basis to discuss certain
implications of the proposed legislation. We telayed this information to staff and many times memorialized it in
a memorandum to be used for further discussions throughout the State.

With Governor Justice’s Aptil 15% veto on the Budget Bill, and the current status of the Special session which
began on May 4, we expect the budget discussions/negotiations to continue similar to last year. The rating
agencies have been following the legislative session and will be interested in receiving an update about the State’s
budget, once an agreement is reached ot budget is passed.

Given out long-term relationship with the State, we view our tresponsibilities as an extension of staff and have
strived to provide timely and thorough analysis to all requests. We have advised the State through three
administrations and over multiple economic cycles. We undetstand the credit sticking points with the rating
agencies. In our recommendations, we are mindful to the economic, credit and political environment in which
State officials are operating. No other financial advisor has the understanding of the State’s credit profile and
sensitivity to the State’s position. At such a pivotal credit point for the State, it is important for the State to have
a ttusted advisor who is familiar with its rating analysts to help craft and deliver its message. We feel strongly we
are the best fitm suited to serve the State in this capacity and would be proud to continue as the State’s financial
advisor.

4.4 Develop and maintain a model of all of the State's outstanding debt issuances on @ maturity-by-maturity basis, with o/
refevani  deseriptive information for each maturity (CUSIP, series, dated date, sale date, maturity date, original par, sutstanding
par, coupon, call provisions, refunded status, type of issue, debt service, et.), i allow, among other purposes, for graphical depictiony
of the Stale's debt profile, and scenario analyses of the impact of future debt issuance and for use in State budseting processes and
offecial sintements (NOTE: Al data collected, models developed, and output produced by the Financial Advisor during the
engagement with the 3 tate shall become property of the State. This does not include purchased sofiware, or proprietary models already
developed and{ or maintained by the Financial Advisor prior to this engagement.);

PRAG builds and maintains comprehensive debt profiles for all of our clients that incotporate all the relevant
bond details. The purpose of the debt database is to provide effective summaries of the client’s debt position,
allow for efficient projections of future debt and debt ratio analyses and to be able to monitor refunding
oppottunities. Each secutity type is summarized on a different tab in the database. When we were retained as
the State’s financial advisor in 2005 we statted to build this database and now the database consists of 17
wotkbooks and includes all the details of 123 bond issues. A snap shot of the West Virginia General Obligation
Infrastructure Bonds is provided below. The color code tepresents and relates to “bonds that have been
refunded” with the associated “refunding bonds™ assists the State, PRAG and bond counsel with tracking the
allocation of proceeds for refunding and tax-law purposes. We review and update the database regularly to
identify potential refunding opportunities and provide written teports to the State including maturity by maturity
refunding reports and suggest refunding candidates and transactions that meet the State’s minimum refunding
policy of greater than 3% net present value savings and generally recommend that the State achieve at least a 5%
present value saving threshold, which has served the State well duting a time of histotically low interest rates.

arb.
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4.5 Maintain and regularly update a "refunding screen” which uses current municipal bond and reinvestment rates, as well as
call option values, to provide a maturity- by-maturity listing of refunding candidares, rank-ordered by present-value savings both in
dollars and as a percentage of refunded principal;

We review our debt database for the State regularly to identify refunding opportunitics. PRAG uses DBC, the
same software used by top Wall Street banks, to tun refunding analysis that looks at refunding a series of bonds
both on a maturity-by-matutity basis and on a series basis. We always carefully analyze if a certain seties of bonds
can be advance refunded or if we need to wait to do a current refunding, 90 days prior to the call date of the
bonds or if the use of taxable bonds is a viable option. Most tecently in January 2017 PRAG advised the State
on its §28.2 million Infrastructure General Obligation refunding bonds that generated approximately $3.8 million
in net present value savings. This is the most recent refunding among 2 significant number of refundings that we
have advised the State on. The following table summarizes the 20 tefunding transactions with an aggregate par
amnouni of $1.0 billion that PRAG has advised the State and State agencies on since FY 2006 that generated an
aggregated $130.8 million in net present value savings.

Fina Average Avg Anmugl
Date Inster Par Amomnt Desciiption  Bond Type Maturity Life  TIC Debt Service PV Savi
14512017 Stam of West Virpinia 28,215,000 General Qblpation Refimding Bonds ~ Refimdi 114142026 5688 21% 3,631,048 $3,791,410
(Infrastructure}
12007/16 'West Virgiia Water Development Awhority 51,105,000 Water Davel Refimding R Bonds  Refindi 11/1/2039 11.93 3.6% 3,403,586 3,212,520
{Loan Program 1)
11/30/16  West Vieginia Water Developtnent Authority 74,320,000  Inf Refunding R Bonds (JUDC  Refinding 10/1/2045 1368 4.0% 4,241,298 5,826,728
Program}
11204715 West Virginia School Bullding Authority 63,640,000 Ercess Lottery Revenus Refinding Bonds ~ Refimding 7112028 849 2.5% 7,071,074 3,608,204
0416715 Siare of West Yirgirda 133,710,000 General Obligation Bonds (Road Fund)  Refimding 6/112025 64 1.7% 17452858 25,517,634
Q1122415 State of West Virgima 71,655,000 General Obligation Bonds (Infrastructure)  Refimding 11112026 78 1.%% 9,210,172 9,552,580
10259/13  West Virginia Water Development Authority 40,245,000 Water Devels Refirding R Bonds  Refindi 1112029 34 31% 3,511,382 5,459,342
{Loan Program [T}
12/07/12  West Virginia W ater Development Authority 27435000  [nff & Refindi Bonds (UDC  Refinding 10/1/2039 168 3.1% 1,566,165 5,142,269
Program)
12/04/12  West Virpinia Water Development Authority 25,790,000  ‘Water Development Refivdlitg Reverne Bonds ~ Refinding 71142040 160 3.5% 1,505,780 2,349,599
(Loan Program 11T)
1204712 West Virginia Water Development Authority 20,670,000 Water Develop Refinding R Bonds  Refimding 117172033 102 25% 1,605,714 3,433,933
(Loan Program II)
12/04/12 Woest Virginia Water Development Authority 20,395,000  Water Develop Refimding R Bonds  Refiading 11712026 173 20% 1,913,079 3,919,551
{Loan Program [}
06/1212  State of West Virgnia Higher Education 132,165,000 Revenwe Bonds (Lottery and Student Fees) New Money/ 4/1/2034 136 3.7% 9,757,067 6,026,761
Palicy C ommission Refirding
04/04/12 West Virginia Economic Development 104,535,000 Lease Reverus Bonds (Jails and DEP Building)  Refinding 11712029 13.0 317% 9,662,025 6,809,048
Authority
10/27/11  Weat Virginia Bconomic Development 3,680,000 Lease Revenue Bonds (Capital Parking Garags)  Refinding 6/1/2024 7l 31% 359,350 764,021
Awhority
10/27/11  West Virginia Economic Development 8,340.000 Lease Reverue Bonds (State Office Buiking) ~ Refinding 10/1/2026 84 32% 703,500 383,671
Autherity
09/14/11 State of West Virgitta 18,615,000 General Obligation Bonds (Infrasiructure)  Refinding 1i/1/2022 317 16% 1,867,018 2614879
07/13/11  West Virginia Econotaic Development 90,790,000 L.ease Revertie Bonds (fals Bonds)  Refinding 6/1/2024 78 33% 9.423,197 6,372,956
Avthority
07/08/10  State of West Virginia 35,135,000 General Oblgation Bonde (Roed Fund)  Refimding 6/1/2023 109 32% 3,927,873 4,265,159
02/08/07 West Virgimin School Bulding Authority 185,980,000 Capital Improvement Bonds ~ Refinding 712022 9.0 40% 17566453 13,970,362
1101006  State of West Virgitia 94,180,000 General Obligation Bonds (Infrastructure) — Refinding 111142026 133 42% 7,712,368 6,290,084
$1,009,485,000 $130,810,713

We are also currently advising the School Building Authotity on the refunding of its outstanding Series 2007
Capital Improvement Refunding Revenue Bonds (“Series 2007 Bonds™) that generates approximately $4.3
million in net present value savings based on cuttent matket rates. The SBA’s Series 2007 Bonds were otiginally
sold with a cash funded debt service reserve fund (“DSRF”). Given the State’s strong ratings the refunding bonds
can be sold without a cash funded reserve and the balance in the DSRF of over $23 million can be used to
downsize the par amount of the 2017 refunding bonds and generate significant cash flow savings in FY 2018.

PRAG is also cutrently advising the Water Development Authority on the refunding of its Loan Program TV
2005 Series A and B bonds. Based on current market rates a refunding of these two series of bonds generates
approximately $4.7 million net present value savings which is in excess of 11% of the refunded bonds.

oy
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Thete are cutrently other series of bonds that can be refunded for savings in excess of the State’s refunding
objectives. Specifically, HEPC’s 2009 Series A Community and Technical Colleges Capital Improvement
Revenue Bonds, that are secured by State lottery funds, can be advance refunded and based on current matket
rates generates $5.4 million in net present value savings which is in excess of 8% of the refunded bonds. HEPC
can also achieved notable savings on its 2007 Series A and 2010 Series A bonds secuted by a limited pledge of
the state’s excess lottery funds and certain registration and tuition fees of the Commission. The 2007 Series A
bonds are currently callable, as the call date recently passed on April 1, 2017, while the 2010 Seties A bonds have
2 call date of April 1, 2020 and would have to be advance refunded. The State can refund both the 2007A and
2010 bonds to generate approximately $1.8 million net present value saving, which is in excess of 6% of the
refunded bonds. Finally, the Economic Development Authotity’s Series 2010A East Lottety Bonds genetates
$5.6 million, or over 4.4% of the refunded bonds, if advanced refunded based on cutrent market conditions as
summarized in the table below.

Provided below is a summary of the refunding savings on 2 maturity by maturity basis.

BOND SERIES SAVINGS SUMMARY

Refunded
Par

NBV Savings
{ql_ ilj

Series Stitus NPV Savings (§)

Program

WV HEPC Lottery 2009A | Tax-exempt | 62,690,000 5,409,000.00 8.63%
WV HEPC Excess Lottery 2010A | Tax-exempt | 12,750,000 429,000.00 3.36%
WV HEPC Excess Lottery 2007A | Tax-exempt | 15765000 1,362,000.00 8.64%
WV EDA Lottery 2010A | Tax-exempt | 125,290,000 5,572,000.00 4.45%
WV SBA Appropriation 2007A | Tax-exempt | 72,105,000 4.282,000.00 5.94%
WV WDA 2005 ATV | Tax-exempt | 32,200,000 3,692,000.00 11.47%
WV WDA 2005 BIV | Tax-exempt 9,495,000 914,000.00 9.63%

NPV
Savings
NPV Negative of Ref
Series Muturice Cohupon Par Amount Call Dage Savings Arbirtage Bands
Economic Development Authority Lottery - Tax-exempt
2010A 6/15/2021 5.000% 3,860,000 6/15/2020 87,000 15,000 2.254%
2010A 6/15/2022 5.000% 4,055,660 6/15/2020 186,000 37,000 4.587%
2010A 6/15/2023 3.750% 1,760,000 6/15/2020 55,000 24,000 3.125%
2010A 6/15/2023 5.000% 2,495,000 6/15/2020 162,000 35,000 6.493%
2010A 6/15/2024 5.000% 4,445,000 6/15/2020 357,000 85,000 8.031%
2010A 6/15/2025 4.000% 1,175,000 6/15/2020 51,000 30,000 4.340%
2010A 6/15/2025 5.000% 3,495,000 6/15/2020 303,000 90,000 8.670%
2010A 6/15/2026 4.000% 4,890,000 6/15/2020 200,000 151,000 4.090%
2010A 6/15/2027 5.000% 5,085,000 6/15/2020 498,000 180,000 9.794%
2010A 6/15/2028 5.000% 5,340,000 6/15/2020 462,000 209,000 8.652%
2010A 6/15/2029 5.000% 5,605,000 6/15/2020 435,000 236,000 7.761%
2310A 6/15/2030 4.250% 5,885,000 6/15/2020 70,000 259,600 1.189%
2010A 6/15/2035 5.000% 33,915,000 6/15/2020 1,643,000 1,735,000 4.844%
2010A 6/15/2040 5.000% 43,285,000 6/15/2020 1,062,000 | 2,523,000 2.454%
Higher Education Policy Commission Lottery - Tax-exempt

2009A | 7/1/2020|  5.000% 1,9045000 | 7/1/2019 | 56000 | (2000 2.879%
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2009A 7/1/2023 4.375% 1,500,000 7/1/2019 120,600 15,000 8.000%
2009A 7/1/2024 4.250% 7,195,000 7/1/2019 470,000 56,000 6.532%
2009A 7/1/2028 5.250% 10,105,000 7/1/2019 1,487,000 234,000 14.715%
2G09A 7/1/2028 4.500% 325,000 7/1/2019 29,000 9,000 8.923%
2009A 7/1/2033 4.750% 16,255,000 7/1/2019 1,279,000 533,000 7.868%
2009A 7/1/203% 5.000% 25,365,000 7/1/2015 1,969,000 992,000 7.763%
| Higher Education Policy Commission Excess Lottery - Tax-exempt
2010A 4/1/2026 5.000% 12,750,000 4/1/2020 429,000 391,000 3.365%
2067A 4/1/2018 4.000% 1,415,000 Anytime 15,000 0 1.060%
2C07A 4/1/2019 4.000% 1,475,000 Anytime 47,000 0 3.186%
2007A 4/1/2020 4.000% 1,530,000 Anytitne 77,000 0 5.033%
2007A 4/1/2021 4.125% 1,590,000 Anytime 108,000 0 6.792%
2007A 4/1/202% 4.250% 1,660,000 Anytime 139,000 0 8.373%
2007A 4/1/2023 4.250% 1,730,000 Anytime 158,000 0 9.133%
2007A 4/1/2024 4.250% 1,805,000 Anytime 171,000 0 9.474%
2007A 4/1/2027 5.000% 4,560,000 Anytime 646,000 0 14.167%
School Building Authotity Appropriation - Tax-exempt
2007 7/1/2018 4,000 2,500,000 T172017 49,000.00 0 1.960%
2007A 7/1/2018 5.000% 17,385,000 7/1/2017 512,000.00 0 2.945%
2007A 7/1/2019 5.000% 20,850,000 7/1/2017 | 1,169,000.00 0 5.607%
2007A 7/1/2020 5.000% 21,905,000 7/1/2017 | 1,754,000.00 0 8.007%
2007A 7/1/2021 4.000% 2,520,000 7/1/2017 154,000.00 0 6.111%
2007A 7/1/2021 5.000% 5,035,000 7/1/2017 500,000.00 0 9.930%
2007A 7/1/2022 4.200% 1,910,000 7/1/2017 144.000.00 0 7.539%
Water Development Authority - Tax-exempt
2005AIV 11/1/2019 5.000% 1,970,000 Anytime 64,000 1,000 3.249%
2005AIV 11/1/2025 4.375% 2,365,000 Anytime 225,000 3,000 9.514%
2005AIV 11/1/2025 4.750% 2,500,000 Anytime 288,000 3,000 11.520%
2005AIV 11/1/2035 5.000% 10,445,000 Anytime 1,182,000 24,000 11.316%
2005A1V 11/1/2044 5.000% 14,920,000 Anytime 1,933,000 40,000 12.956%
2005 BIV 11/1/2024 5.125% 2,945,000 Anytime 291,000 3,000 9.881%
2005 BIV 11/1/2035 4.750% 5,930,000 Anytime 531,000 13,000 8.954%
2005 BIV 11/1/2044 5.125% 620,000 Anytime 92,000 2,000 14.839%
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4.6 Present on proposed bond issues and financings to rating agencies and potential purchasers of the securities; PRAG
prepares presentations summarizing the details of a patticular financing and overall credit of the issuer both to
brief rating agencies and potential investors. The
presentations typically take into account debt,

o~
) financial and economic factors and include
State af West Virgiria ptojected population and income growth,

(Commissloner of High . . .
: e employment, business activity, tevenue growth,

unfunded liabilities, financial petformance, debt
burden, secutity structure and debt issuance
details. Provided are snmapshots of two recent
presentations that PRAG advised on in regards to
the issuance of the State’s issuances of GARVEE
notes and SBA bonds. The first is the investor
presentation that was given in December 2016 on
the State’s Surface Transportation Improvements

WETVTr Sehaet Tnaicing Aesihor
lmmﬁrﬂil hmm!:vmﬁm wisn

v 4 v

e @ Special Obligation Notes Seties 2016A. PRAG
: participated in the presentation, which included
= representatives from the State, PRAG, and bond

counsel. The second presentation was prepared by PRAG in October 2016 for the West Vitginia School Building
Authority’s Lottery Revenue Capital Imptrovement Bonds, Seties 2016B, which were rated “A1” and “AAA” by
Mcody’s and S&P, respectively, maintaining the SBA’s credit rating.

47 Provids the Stale with any training, newsletters, c:id offer informe el nateria! rosidinely provided 1o cicats v on veguest
as necessary to enhance State capactty for financing-related activities;

PRAG believes the best way to assute that our clients are making informed decisions is to empowet them through
education and training. To that end, PRAG professionals have conducted training seminars for both decision-
makers and staff within our client organizations. Some of our issuer clients, who have received training in the
areas of bond pricing fundameantals, financial analysis techniques, and interest rate swaps, include the State, the
states of California, Virginia, Minnesota and the cities of New York and Los Angeles. Shown below are
screenshots from a GARVEE bond information session that PRAG team members prepared and presented to
the Division of Highways in August 2016 in preparation for the issuance of its 2016A GARVEE notes issued
for the access road for the Rock Creek Development Project
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4.8 Advise the State in the development, structure, und liming of issuance of bonds and other modes of financing including,
but not limited to refundings, credit- enbancements, leased financings, asscr-backed financings, GARVEE bonds, and private
Placements and in accordance with applicable Pederal and State laws, regulntions, customs, and practices governing such issuance;

PRAG looks forward to the oppottunity to continue to assist the State in the development and structure of its
tax-exempt bonds. One hallmatk of PRAG’s financial advisory setvices is our extensive technical knowledge. A
majotity of our senior and junior personnel have strong backgrounds in quantitative modeling and technical
analysis. PRAG believes that an in-depth understanding of quantitative modeling and analysis is integral to
achieving optimal financial results. Firm professionals keep abreast of matket developments and advances in
technology to ensure that our clients receive the most sophisticated financial analysis available. We use DBC
software, customized Excel spreadsheets and templates, Excel optimization modules (What's Bestl) as well as
linear optimization models to generate optimal debt structures. This makes it possible for PRAG to combine
quantitative models with qualitative analysis to formulate the very best possibie advice for the State.

PRAG analyzes the market conditions prior to the sale and provides tecommendations for timing of the sale. As
a tesult of our extensive experience in bond sales, particularly for State issuers, and frequent participation in the
matket, PRAG can obtain information on market conditions and pricing opinions from a wide variety of
participants as well as online sources such as Thomson Municipal Matket Monitor (ITM3) and Bloomberg,

PRAG has developed considerable expertise with regard to the Federal tax law, State laws and regulations and
their application to the issuance of municipal debt having advised state and local governments in tax exempt
bond issuances since 1985. During the past 31 years, we have worked with each of the top bond counsel firms
in the country and since 2005 we have wotked with all the major West Virginia bond counsel firms. Our
familiarity with these firms enables us to add value in two key ways. First, we ate able to help structure optimal
solutions for our clients anticipating what we know to be the festrictions that may be imposed by the particular
firm’s interpretation of the Internal Revenue Code of 1986, as amended ot by State law. Second, in many cases
a legal issue itself may be subject to interpretation — leading to different firms taking different positions. Our
depth of experience with West Vitginia bond counsel firms, knowledge of how issues ate resclved in the State,
and ability to introduce ideas that we have seen in different ateas of municipal finance often enables us to provide
a path for the answer that serves the State best. We understand the regulations, customs and practices of West
Virginia public finance and we can often tailor solutions in advance to satisfy the concerns of the Bond Counsel
and then present the solution with support from other transactions and firms.

In addition, PRAG regularly monitots pending and new federal legislation, IRS regulations, and IRS ptivate letter
tulings to ascettain any impact on our client’s ability to implement cost-effective transactions. Our firm also
takes an active role in monitoring municipal debt disclosute rules and best practices.

Justice Administration Transportation Funding - Debt Initiatives

In regards to the current status of the State, Governor Justice’s State of the State addressed the deficient
conditions of the State’s roads and bridges and need for investments to imptove the condition in order to spur
econornic growth in the State through improving employment conditions and increasing tourtism.

The need for investment in infrastructure in West Vitginia was further confirmed by a recently released Moody’s
report that cites West Virginia as one of the top ten states with a backlog of infrastructure capital imptovements
needed as measured by percentage comparing the backlog needs versus the state’s general revenues (in FY2014).

Given the Administration’s prioritization of transportation infrastructure, it is imperative that the State’s financial
advisor has experience with state-level transpottation issuers atound the county and an understanding the State
financing mechanisms available and the associated conditions and limitations. We have significant experience
wotking with the West Virginia Department of Transportation and the West Vitginia Patkways Authotity in
evaluating the following financing programs. We ate familiar with the related credits, approvals nceded and
process to issuing the bonds.

The Administration has proposed three programs to finance its transportation infrastructure needs:
1) State Road General Obligation Bonds - The State may issue general obligation bonds secured by the
State’s full faith and credit however an Amendment to the State’s constitution is needed which would
ﬁ,:«, Proposal to Provide Financiul Advisary Services to the State of West Virginia 50
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require broad support including two third approval of both houses of the legislatute as well as voter
approval. The last time the State received such apptoval was the Safe Roads Amendment of 1996, which
amended the Bond Act to allow for the issuance of $550 million of bonds to fund transportation capital
projects over 5 years. Currently there are $166.4 million in State Road General Obligation Bonds
outstanding with 2 final maturity on June 1, 2025 and avetage annual debt setvice of approximately $23.2
million.

Duting the 2017 Legislative Session, Senate Joint Resolution 6 was introduced and approved by both
houses. The resolution calls for the issuance of $1.6 billion of General Obligation Bonds over a four-
year period from July 1, 2018 to July 1, 2021 for the improvement and construction of state roads and
bridges. Now that the legislamre has passed the resolution, the proposed amendment is subject voter
approval.

If the State were to issue General Obligation Bonds consistent with SJR6 it is estimated that the State
will have maximum annual debt service of §136.9 million by Fiscal Year 2022. Please see graphic
depiction of the currently proposed State Road Fund General Obligation Bond Program. While the
additional debt service will increase the State’s overall debt burden, it is not expected to erode the State’s
general obligation credit as we understand it is the Administration’s intent to establish and identify
additional revenues from increased DMV fees as well as increased pas taxes to be levied in ordet to
generate additional revenues to pay the incremental debt service.

PRAG has significant experience advising the State with the issuance of General Obligation Bonds as
firther demonstrated in out response to Section 3B, Question 1, herein,

State of West Virginia

State Road Fund - General Obligation Bond Program
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2) State Specigl Obligation Transportation Notes — Otherwise known as GARVEE;, this firancing tool

allows issuets to accelerate highway construction by secutitizing federal highway reimbursement funds.
PRAG has advised the State on its prior issuance of GARVEES for Route 35 and the Rock Creek
Development Access Road. With the passage of House Bill 2878, the amount of GARVEEs the State
can issue was increased from $200 million to $500 million. Currently, the State has $53.38 million in
outstanding GARVEFSs, leaving $446.62 million in available GARVEE capacity. Debt setvice on these
notes ate paid from federal grant reimbursements. While the State has plenty of bonding capacity to issue
additional GARVEE notes to fund transpottation projects throughout the State, we understand that
much of the federal grant reimbursements have already been committed to other projects, and thus,
additional revenue would need to be identified to pay the incremental debt setvice on the additional notes
for the State to be able to issue up to the additional authorized capacity. Additionally, in order to issue
GARVEES, selected projects need to be eligible for Federal reimbursement, bid out and an executed
contract in place, and have the pretequisite

EPA and NEPA approvals. As the State’s ﬁnl:::‘;;';;ﬁ;a :‘:‘::;W
financial advisor, we would also assess the Sertes 2016A Nates Cap
impact to the coverage of issuing additional [Matsiey 6 years 12 years
GARVEE:s and advise on approptiate target [P $53380,000 SGE201000
. L8 Iprgieet Funds 57,800,000 506,329,851

Covetage ].evels m OrdEr to maintain its Aerglte MADS 10,363,500 55,450,250
A2/AA ratings on its GARVEE progtam. |Aggregte Migimum Cov. 38.3 _ 71
Based on cutrent marker conditions, the

IR ~ . . FFY 2016 Towl [Existing 2016A Agg DS after
Division of I_hghways could issue the FFY Reimbumements Notes DS Cov. Issuance Cov.

temaining $446.6 milion in GARVEE [ a7 396425814 10,361,088 38

capacity to generate $506 million in note | 2018 396425814] 10363250 83| 55454250 7.1
: . 1 ; 1

proceeds for transportation ptojects that 2019 396423814 10.362,250 383 55,450,250 !
al . e 2020 396,425814] 10361000  38.3F 55454250 7.1
would requite §55.4 million in aggregate | 396,425814f 10363500 383 55452000 7.1
debt setvice and allow for a sttong 7.1x | 2022 396.425514] 10363500  38.3| 55,449,750 71
coverage. 2023 306,425,814 55,453,250 74
2024 396,425,814 55,452,750 71

o . o 2025 396,425,814 55,453,750 7.1

PRAG has slgﬂlﬁcant experience advlsl.ng 2026 396,425,814 55,451,250 71
the State with the issuance of GARVEE | 2027 396,425,814 55,450,250 7.1
notes as further demonstrated in our | 2028 396,425,814 55,450,250 7.1
2029 396,425,814 55,450,500 7.1

tesponse to Section I, Question 3 herein.
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3) West Virginia Parkways Authority Toll Revenue Bonds — Patkways Toll Revenue Bonds ate the third

financing mechanism proposed to fund transportation projects. However, the tolls on the WV Tutnpike
are due to expire in 2019 commensurate with the maturity of the outstanding Patkway Authority debt.
West Virginia Parkways Authority has two seties of bonds outstanding - Seties 2008 and Series 2002,
Cutrently there is $29.4 million outstanding with a final maturity in FY 2019. The average annual debt
service is approximately $10.9 million. In recent months, the Patkways Authotity called upon PRAG to
develop a model that evaluates bonding capacity for any proposed tolling extension and/ot the
development of tolling programs (.. the single fee program). PRAG evaluated multiple analyses for the
Authotity aad prepared vatious summaries and memos for the Authortity as they worked with the
Administration on developing the proposed legislation and transpottation plan. Provided below is a
snapshot of the output of the bonding capacity model PRAG developed and reviewed with the Authority
in March. Ultimately, during the 2017 Legislative Session, Senate Bill 482 was introduced and included
the extension of the Parkway Authority power, continuation of the tolling, and authotization to issue
additional toll revenue bonds, the proceeds of which could be used for the construction and rehabilitation
of State toads in addition to the parkway itself. The bill was passed by the Senate but was pulled from
the House Finance committee during the last week of the regular session. If similar legistation is
approved in a Special Session we would work with the Parkways Authority to sttuctute the credit to
achieve the highest possible rating and achieve the lowest cost of borrowing,

Exisdeg WY Dobt Capaciiv with Toll )
Faricways Extension with 20 vear Debt Capaeity wsth Toll Debt Capacity with Toil
IDnlil Service M aturity Extersion with 25 year Matority | Exte osion with: 30 yesr Matumty
Maturity 3 yoars 20 years 25 yoars 30 yearg
Par® $29400,00 $562,475.000 $633,530,000 $692.810,000
Project Funds® = $544,060,657 $614,793,090 566,382,541
gate MADS* 510,953,272 $44,999.750 $45,000,000 $45,000,000
Total Aggregate DS* 532709284 899,948 400 351,124,936 000 $1349922250
| Alkin TIC* - 4.245% 4.471% 4.606%
e Minimum Cov.* - 22 2.2 22
TOLLERVENUES Exsting DS VS theough FY2037 Anoual D/S through FY2042 Anmual D/S through FY2047
Aggregat
FY 2016 FY 1016 e /S Cov. | Aggregate Cov. Aggregate Cov.
Net Additional R&R Series 2008 Post With D/S Post With D/S Post With
FY |Revenues Revenpe Fundiag |and 2002 DS | Issuance Cov. R&R [5suance Cov. R&R Izspance Cov. R&R
2017 54,100,000 13.952.000] 10,958,272
25i8 54,100000 45,000,060 R §0,500,576) 44,599 400 z2 1.7 44599000 12 i7 44,996,200 22 17
2019 54,100000 45,000,000 10841 436] 44,995,000 22 L7 44997400 22 L.7] 44995200 22 1.7
2020 S4,100000 45,000,000 44995250 22 L7 44,996,600 22 1.7 44,908 600 22 1.7
2021 54106000 45000000 44995250 22 L7 45,000,000 22 L7 45,000,000 22 17|
2022 | 54100000 45000000 44998750 22 17 44995750 22 L7 44997250 22 17]
2023 | 54,100,000 45,000,000 44,998,000 22 L7 44998250 22 1.7 44,999 500 22 1.7]
2024 § 54100005 45000050 44995750 22 L7 445953250 2.2 17| 44995000 22 17
2025 | 54,100,000 45000000 44,995,500 22 L7 44995000 22 17 44,997 500 22 L7
226 | 54100000 45000000 44,996,250 22 17| 44995250 22 17 45000000 22 1.7
2027 | 54,100000 45090000 44,998,500 22 L7 44998750 22 17 44,995,750 22 L7|
2028 34,100,060 45,000,000 44,998 000 22 L7] 44998000 22 17 44,998 250 2.2 1.7
2029 | 54,0000 45,000,000 44,996,750 22 17| 44995750 22 L7 a99s5250 22 19
2030 | 54100000 45000000 44,996,500 22 L7 44999500 22 L7 44,995,000 22 1,7
2031 { 54100000 45000000 44,998 750 22 17| 44996250 22 17| 44995250 22 1.7
2032 { 54100000 45000000 44909750 22 17| 44998500 22 17| 44998750 22 1.7
2033 5100000 45,000,000 44905750 22 L7 44,998 000 22 L7 44,998 000 22 1.7
2034 54100000 45000000 44,993,000 22 L7 44,995,750 22 L7 44995750 22 1.7
2035 5,100,000 45000000 44997000 22 1.7 44,995,500 22 1.7) 44,999,500 2z L7
2036 | 54100000 45000000 44,993 500 22 1.7 44.998.750 22 1.7 44996250 22 L7
2037 | 54100000 45000000 44997750 22 17| aag99750 22 17l 44998500 22 1.7
2038 | 54100000 45000000 44,995,750 22 171 44998000 22 L7
2039 | 54100000 45000,000 44,098 000 22 17 24,996,750 22 L7
2000 | 54100000 45000000 44,957,000 22 L7} 44996500 22 L7
2041 54100000 45000000 44 098 500 22 L7 44,998 750 22 L7
2082 | S4100000 450600,000 44997750 22 tyl aap0e7s0 22 17
2042 1 54102000 45000000 44,995,750 2.2 1.7
2084 54100000 45.000,000 44,998 000 22 17
2045 | 54100000 45000000 44997000 22 L7
2046 | 54100000 45000000 44,998,500 2.2 L7
2047 | S4.1G0030  45G00,000 44997750 22 i

Proliminary subjeol fo obange. Asauens tales as of 2/ V2017,
See our response to Section D, Question 1 above, for additional information related to the development,
structure, and timing of issuance of bonds and other modes of financing including, but not limited to refundings,
credit enhancements, leased financings, asset-backed financings and see our response to Section D Question 3
for additional information related to our approach to GARVEE bonds.
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4.9 Adyise on the amount, timing, and nature of borrowings, as well as the oredit structure, maturity schedule, call provisions
and other ifems, as needed;

The amount of bonds to be issued depends on several factors. For new money bonds, it is detetmined by the
issuet’s capital needs but also by its long-term capital plans and debt affordability analyses. For refundings, it
depends on the objectives to be accomplished by the refunding, an issuet’s savings targets and other debt policy
considetations. The timing of the issue should include a market analysis, as described above, but generally we
do not recomimend “timing of the matket” fot new money bond issuance when a state is a regular issuer of debt.
In terms of the natute of borrowing and its credit structure, our goal is to achieve the lowest borrowing cost and
we would analyze the options available to the State at the time of financing. PRAG assisted the West Vitginia
Higher Education Policy Commission in analyzing the benefits associated with issuing eatlier than otiginally
planned to achieve pricing benefits that were available in 2010 from the Federal Stimulus “Build America Bonds™

program.
Principal amortization should be determined based on the goals of the State, considering the State’s budget

parameters, debt load considerations and matket trends. Our capabilities have allowed the State to explote the full
range of bond structuring options and to understand the future impact of these options on the State’s debt position.

The vast majority of municipal bonds ate sold with an optional 10-year pat redemption ptovision and at this time
we would recommend this approach, but we would also analyze other call features such as shotter calls, call
premiums or make-whole/non-callable bonds and recommend changes if it would be economically beneficial to
do 5o, as pieviously discussed. (See our response to Section ID Question 1., above, for additional information
related to cur advice on amount, tming, and nature of boiiowings, as well as the credit structure, maturity
schedule, czll provisions and other items.)

410 Assist in preparation of official statements, notices of sale, bond documents and other appropriate information o prospective
bond and note investors;

PRAG always takes an active role in carefully reviewing and commenting on all bond sale documents and would
manage the process of document preparation and apptroval to ensure that financings stay on schedule. For each
competitive sale, PRAG will structure a Notice of Sale which conforms to the State’s financial goals and provides
sufficient structuring flexibility to potential bidders to obtain an aggressive market-level bid for the State’s bonds.
We are aware of the US Treasury’s new issue price regulations that become effective on June 7, 2017 and will
require cettain disclosures and changes to the competitive sale process. PRAG has been a consistent innovator
in the competitive sale process, successfully incotporating features into the bid process which afford the issuer
mote flexibility than was previously thought possible in competitive sales. For example, we introduced the
adjustment of principal amounts befote and after the sale within broad limits of the aggregate amounts of bonds
tather than annual amounts and we allow for changes to the Notice of Sale an hour before the sale. This way,
the issuer can postpone the sale if market conditions deteriorate. We contact the market participants to define
the optimal bid parameters that allow the bidders flexibility within the legal and financial constraints of the issuer.
Fot example, due to constraints on how refunding savings had to be realized, in the recent Infrastructure General
Obligation Bond notice of sale we limited the maximum coupon in certain maturities to 2.00%, 3.00% and 4.00%
after underwritets told us that such limitations would not impair their bids and ultimately maximized the savings
the State was able to realize. Further, the General Obligation Bonds were scheduled to ptice shortly after the
November 2016 election. Following the unexpected results of the election, the markets went into a tailspin
forcing rates much higher. PRAG used the provisions of the Notice of the Sale to postpone the refunding until
a time when the matkets had settled and conditions wete once again attractive for the State to execute the
refunding.

We would also review and comment on preliminary and final official statements as well as all other legal and
financial bond sale documents including ordinances, indentures, and resolutions. We believe that this practice is
essential to insuring that the best intetests of the State ate represented, as we have discovered that an active
financial advisor who is intimately involved with the preparation of legal documents is a key safeguard to presetve
the financial interests of municipal issuers.
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PRAG has also been active at assisting clients with communicating ditectly with potential investors. In fact for
all competitive sales that PRAG advises on, we take a very active approach with underwriters and potential
investors. For the time the sale is announced (with the POS), we contact all of the desks so that they are awate
of the transaction but also so they understand that we are available to address any questions ot concerns raised
by their clients.

PRAG’s expertise, resources and commitment to State related to the preparation of documents is also illustrated
by PRAG’s recent work on the State’s Infrastructure General Obligation Bonds. The transaction represented
the first transaction to require the State to update its Appendix A in over 18 months. As such, the Appendix
required a substantial amount of revisions and updating. The PRAG team assisted the State’s disclosure counsel
in coordinating with all of the relevant parties to ensure the accutacy of the State’s primary disclosure document.
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497 Assist in preparing and presenting timely and adequate information on proposed financings and the State's Fzncer and
operations 1o the bond rating agencies and institutions providing credit enbancement;

Credit issues ate vety important to the State. The State’s cutrent general obligation ratings of AA by Fitch, Aa2 by
Moody’s and AA- by Standard & Poor’s reflect the State’s historically strong financial performance, conservative
budgeting, high resetve levels, moderate debt levels and high, but improving unfunded Liabilities. However, each
of the agencies have taken negative actions on the State in the last year as a result of the more recent revenue
pressures associated with declining severance and personal income taxes. As such, it is particularly important duting
this time to keep the rating agencies informed of ongoing and specific actions by the State related to its financial
condition and credit position. As previously noted, before any meetings with tating agencies, we would assist the
State with anticipating the questions and the concerns of the analysts, developing a PowetPoint presentation for
the meetings, 2nd conducting any follow-up discussions. The presentations typically take into account debt,
financial and economic factots and include projected population and income gtowth, employment, business activity,
property values, unfunded liabilities, financial performance, debt butden, and debt issuance. We would also help
foster an on-going dialopue between the State officials and rating analysts. Please see our response to questions 4.6
above for an example of information previously ptesented to the tating agencies on State financings.

We would provide similar information to bond insutets in preparation for a sale of fixed rate bonds. At this time,
however, none of the bond insurers would be able to improve the cost effectiveness of the State’s transactions
given the State’s strong general obligation, lottery revenue, lease revenue ot moral obligation pledges.

412 Evaluate ihe rerms and recommendation of aceeptance, vejuction or reneoctialion wsth verpect 1o rade bids ov Sl twscsn ar
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For competitive sales PRAG uses its softwate to independently verify the true interest cost (“TIC?) of each bid
received, determine the winning bid, vetify the winning bidder’s compliance with the terms of the Notice of Sale
and make recommendation of accepting the winning bid. Fot each cotnpetitive sale, we modify an Excel-based
TIC calculation template to conform to the bid specifications and, either at the State’s offices ot remotely, we
conduct the bid evaluation on the day of the sale. Once the bids ate verified — a process which takes
approxirpately 10 minutes — and the apparent winner is identified, we facilitate the communication and
coordination between the State and the “back office” of the underwritet that won the bid. We prepare the bond
cash flows with the coupons and yields of the winning bidder and resize the issue, if necessary. The State typically
sells its General Obligation refunding bonds competitively. Below is a snap-shot of the 9 bids received on the
State’s last competitive sale. After verifying all the bids, PRAG recommended awarding the bonds to Jeffeties
LLC as the low bidde.

Bid Rasylts
Wast Virghia
827,540,000 infrastructure Genzral Sbligation Refunding Bonss
Sarips 2017

Tr: Fliwing NS wise submitied mrﬂwmwmwmm_
Cick an The: name of each bidder i See the respeclive bigs,

4 Avary] Bidder Name S
[ elferies |G |2 D8gsa4
¥ il Glikxsl Markets Inc. {2 ares!
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) 1215231
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“Awarding the Bongs to & specific bidder witl provide you with the Reofering Prices and Yields.
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For negotiated sales, PRAG recognizes that the fees, spreads, pricing levels, syndication rules, and even the bond
issue structute itself, may be altered to impact the net compensation to underwriters. From out frequent
patticipation as financial advisor in the municipal market, we have extensive experience working with
underwriters in determining the appropriate levels for each of these characteristics. PRAG provides detailed
market analyses of fees, spreads and interest rates for other issues with similar terms and conditions priced close
to the date of negotiation. In addition, PRAG would examine any secondary market trading data for blocks of
significant size, as reported by the MSRB, for the State’s bonds. PRAG compiles this information in a pre-pticing
book see our response to Question D.4.17 below.

During the actual pricing of the bonds, PRAG uses customized templates that interface with Parity electronic
order entty data to provide real-time summaries of pricing data relationships — spreads to MMD, yields to
maturity spreads to MMD, and orders as a percentage of available bonds (tetail, priotity, and member). PRAG
immediately distills this information which allows the State to be better informed and able to negotiate more
favorable pricing terms. We constantly monitor order flow, tather than passively wait for the underwriter to
share select information. Having real-time access is only as good as the ability to interpret such data and PRAG
utilizes such information to its fullest extent in order to best prepare issuets in advance of price negotiations with
underwriters. As financial advisor, we would make recommendations to the State to accept or reject the
underwtiter’s pricing proposals. We have an exceptional track record in pricing negotiated bond transactions
and we are often invited by certain issuers, such as the State of Flotida, to assist them in this process.

Monika Conley, PRAG Project Team member and proposed Pricing Specialist for the State, will use her extensive
relationships with the most active municipal trading desks and has leveraged such telationships and knowledge
of the market to achieve the best pricing result for the State. Many times underwriters are anchored to the spreads
of prior bond issuances and this was the case in the proposed pricing of the School Building Authotity’s Series

Issuer: State of West Virginia State of West Virginia
School Bullding Authority of West Virgiria School Building Authority of West Virginia
Series: Excess Lottery Revenue Bonds Lottery Capital Improvement Revenue Bonds
Series 2010 B Series 2013 A

Amount: $25,000,000 $24,425,000

Ratings (M/S/F): ATIAAAIAL A1/AAAI -

Insurance: None None

Call Features: 7/1/2020 @ 100.0 7/1/2023 @ 100.0

Type of Sale: Negotiated Negotiated

Underwriter: Citi Citi

Maturity Date: July 1 Juiy 1

Sale Date: 7142010 4/4/2013

Final |Pre-Pricing| Proposed
Mid Mid Spread | Spread to | Spread to
Amount MMD | Spread | Amount Final MMD |toMMD | MMD MMD
Year {$000) | Coupon | Yield |(7/14/10) jto MMD| ($000) Coupon | Pricing | (4/4/13) | (4/4/13) | (4/3/13) | (4/2113)
2010
2011 $880 2.000% 0.900% 0.300% 60
2012 $545 2000% 1.030% 0.440% 59
2013 $555 2.000% 1.340% 0.710% 63
2014 $570 2.000% 1.640% 0.930% 65
2015 $580 2.500% 2.040% 1.410% B3 $1,330  3.000% 0630% 0.330% 30 40 45
2016 $595 3.000% 2.460% 1.780% 68 $1,365 3.000% 0.840% 0.470% 37 45 55
2017 $615 3.000% 2.780% 2.050% 73 $1,410 4.000% 1.030% 0.610% 42 50 80
2018 $635 3.000% 3.000% 2.260% 74 $1,465 4.000% 1.230% 0.810% 42 50 65
2019 $650 3.500% 3.230% 2.450% 78 $1.525 4.000% 1.520% 1.010% 51 55 70
2020 $615 3.500% 3.410% 2640% 77 $1,585 4.000% 1.740% 1.230% 51 55 70
2021 $695 3.500% 3.610% 2.790% 82 $1,650 5.000% 1.970% 1.450% 52 55 70
2022 §715  4.000% 3.770% 2920% 85 $1,730 5.000% 2.180% 1.860% 52 55 70
2023 $745 4.000% 3.890% 3.040% 85 $1,815 5.000% 2.410% 1.820% 59 60 75
2024 $780 4.000% 4.000% 3.170% 83 $1,910 5.000% 2.550% 1.950% 60 60 75
2025 $810  4.000% 4.090% 3.280% 81 $2,005  5.000% 2.680% 2.090% 59 60 75
2026 $840 5.000% 4.520% 3.380% 114 $2,105 5.000% 2.810% 2.220% 59 60 75
2027 $3,290 5.000% 4.520% 3.480% 104 $2,210 5.000% 2.910% 2.330% 58 60 75
2028 $3.455 5.000% 4.520% 3.560% 96 $2,320 5.000% 3.000% 2.420% 58 60 75
2029 $3,625 5.000% 4.520% 3.630% 89
2030 $3,805 5.000% 4.520% 3.700% &2
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2013A Bonds. In 2010, the SBA’s 2010B bonds priced at spreads to MMD with a low of 60 basis points in the
front years and as high as 100 basis points over MMD in some of the out years. Based on the Project Team’s
knowledge of the State’s lottery credit, secondary market trading of similar bonds and improved market dynamics,
we strongly encouraged the reluctant underwriters to enter the market 15 basis points lower than the rates they
proposed. As we suspected, the bonds were received very well with certain maturities being as much as 10 times
oversubscribed. With the overwhelming demand for the bonds PRAG negotiated another 5 to 10 basis point
reduction in yields over the 15 year term of the bonds with the improvement of the MMD index duting the day.
"The end result was an All-in TIC of 2.77%. A summary of the SBA’s 2013A Bonds pricing results compared to
the pricing of the SBA’s 2010B Bonds is shown below.

413 Participate in meetings related Io debt offerings inclyding, due diligence, rating agency presentations, pricings, and closings;

We are prepared to attend all meetings related to debt offerings in person or by telephone. In terms of the rating
agency meetings we typically coordinate with all the members of the working group and take the lead in
scheduling the meeting with the analyst. We have done this on behalf of the State for all of the financings we
have been involved in over the petiod of our engagement. In fact, we often times coordinate the timing of
financings so that the rating processes came be completed in one meeting with each of the agencies rather than
multiple meetings in a short petiod of time. This ensures the Administration’s time and focus can be optimized
and not over burdened with duplicating meetings. We have atranged with the rating agencies: (i) formal
presentations by State officials and the financing team members, (i) informal question and answer sessions with
State officials and the financing team members, and (1i1) individual conference calls with State staff to discuss ot
clarify particular credit issues. Also, from time to time we have joined State officials for formal face-to-face
presentations in New York. Please sec our response to Question 4.3 above for our role in preparing for rating
agency meetings. We participate in all working group meetings, due diligence calls and pre-pricing calls, pricing
calls or meetings and closing calls. Please see our response to question 4.12 above for a more detailed description
in out role in pricing the State’s bonds.

4.14  Review proposed rules, proposed legislation, and other documents relating to the State's financing programs;

PRAG always takes an active role in carefully reviewing and commenting on all transaction legal documents, and,
as requested, we can manage the process of document preparation and approval to ensure that financings stay
on schedule. Attorneys frequently tell us that we are the only financial advisor they work with who provide
substantive comments on documents. Although the ultimate responsibility for prepating, teviewing and
providing opinions on bond and disclosute documents would, as is industry practice, fall on bond and disclosure
counsel, we provide a careful and experienced eye in the review process and advise the State on the advantages,
disadvantages and risks presented by the documents. PRAG also assists in teviewing regulation, rules, proposed
legislation and othet documents as they relate to an issuet’s financing programs. For example, the PRAG team
was recently called upon during the State of West Virginia legislative session and has been requested in the past
to review and comment on an array of legislation relating to debt issuance including the proposed Amendment
to the General Obligation Bond Act, the administrations initiatives as it relations to funding transportation
infrastructure, school funding initiatives and the implementation of revised taxing provisions.
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.15 Resolve irsues regarding ibv sale and issuance of bonds that are vaised by prospective purchasers, rating agencies, or pib/ic
officials;

During the course of preparation for any financing, we discuss issues and answer questions taised by market
participants. We are familiar with out clients and the proposed financings and able to assist in resolving issues
regarding the financing. If we cannot answer the question immediately — for example, if a rating agency asks for
information that needs to be compiled — we will make every effort to follow up and provide an answer as soon
as possible. For example, at the end of Fiscal Year 2016, the rating agencies inquired about the State’s ability to
fund debt setvice in the absence of an adopted budget. We were not able to answer this question duting the call
but afterwards we tesearched the State’s constitutional and statutory provisions, consulted with the Department
of Administration and concluded that the State has the authority to make such payments. We then responded
to the rating analyst’s question in a timely fashion.

.16 Particpate in public forums as the States inancial ~ldvisor tn expiain financial aspects af borvowisgs ur debi

Personnel of PRAG patticipate in public forums as needed, to explain financial aspects of borrowings or debt
and to answet any questions, often posed by persons not familiar with the industry. For example, PRAG
professionals have given presentations before legislative committees in West Virginia on OPEBs, pensions and
tobacco securitization as well as how to avoid borrowing $1.5 billion to privatize the workers’ compensation
insurance system. We have also presented at public finance industry events as well as to legislative bodies and
boards. We would continue to be available to participate in public forums as the State’s Financial Advisot as
requested.

417 Prepare pre-pricing books fo provide estimates of the State's true intorest cost for upcoming bond sales, and provide a  financial
advisory memorandum following each sale to demonstrate how the State's bond issues priced compared 1o exPectations;

As stated above, PRAG analyzes the market conditions prior to, during, and subsequent to cach bond sale:
Wher assisting on the pricing a bond issue, we gather the ptimary market pricing data of all similar bond issues
and provide this information on these comparable issues relative to market indices such as Municipal Market
Daw index ("MMD”) or Securities industry and Financtal Markets Association Index (“SIFMA”™) in ordet to
assist our clients negotiate favotable pricing terms with underwriters. We also preparc debt setvice schedules
and estimate the expected true interest cost of the transaction. Duting the sale process, we also monitor changes
in market rates and compile real time pticing information for the State to review before the finalization of fees
and tetms of a transaction, wotking diligently to ensute that the State receives optimal pricing.
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After the closing of each transaction, we provide the State with an analysis of the sale which includes 2 nattative
describing the results of the sale and market conditions, data on coupoas and yields and comparison of the State’s
ylelds to various indices, similar issues in the market, and histotical State spreads to triple-A MMD scale. Similarly
after the closing of each negotiated ttansaction, we provide the State with an analysis of the sale which includes
a nattative describing the results of the sale and market conditions, data on coupons, yields and takedowns, retail
and institutional orders, an analysis of orders by category (i.e., net designated and member orders including retail)
and by underwritet, investor meetings, allotments and a comparison of yields to vatious indices and similar issues,
We produce final debt service schedules and compate the true interest cost to the expected pre-sale true interest
cost estimate. This report also contains rating agency reports, final numbers, copy of the closing memorandum,
final wite by the underwriter, and other information related to the transaction. PRAG has tegularly prepared this
infotmaticn for many of its clients, including the State.

418 hiafyse varons finaicing froposals that e presented by state and local agencies, investment bankers, and other outside
enfities;

As financial advisor, PRAG regularly evaluates unsolicited financing proposals submitted to an issuer by
underwtiters, agencies and other entities. Typically, out firm prepares a memotandum for a client such as the State
describing the proposals, the reasonableness of the assumptions and the risks, if any, associated with the structure
and prepare a comparison of all such proposals. We would replicate and verify the cash flows using our own
computer model and provide this as an attachment to our memorandum. Depending on the complexity of the
financing proposal, PRAG project team members would be available cither in petson ot on the phone to respond
to questions from the State.

419 Assist the State in the procurement and selection of agents and services necessary or desirable for the sale and issuance of
bonds and other financing instruments, including but not limited to verification agents, undenwriters, remarketing agents, dealers,
lender agents, insurers, liguidity providers, counterparfies, printers, electronic bidding and posting services, and advertisers;

As a financial advisor to numerous issuers, we have templates for Request for Proposals (RFPs) for credit
cnhancers, reinvestment of proceeds, OS printing, Trustee and Paying Agent, Esctow Agent and Verification
Agent, as well as the corresponding provider lists. These templates are adjusted as matket conditions change.
For example, Preliminary Official Statements are often distributed electronically only and the number of printed
copies of the final Official Statements is smaller and smallet. We are able to conduct the RFP process quickly
and efficiently, to prepare a summary of responses and to recommend the winner. For services such as official
statement printing, paying agent, trustee, esctow agent setvices our recommendation is usually based on the
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In addition to summarizing the content of the proposals PRAG also teplicates and verifies all the proposed fees
and botrowing costs using the same underlying assumptions with the only variables being the firms proposed
fees and spreads. We prepare tables such as the one below that allows the State’s decision makers to easily
compare costs between fitms.
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te of West Virginia (Division of Highways)
E:RVEE Bonds
[Summary of Proposals for Underwriter Services - Takedowns
Senior and Co-Manager Responses ‘
EAML _(2!17 Crews JPM Piper Wells
Year (%) ($ (6] (3] (5) ®
Setfﬁs Tax-exenpt Tax-exempt Tax-exenpt Tax-exempt Tan-exempt Tux—mt
1 2916
2 17 050 2.50 283 SB 250 1.00
3 2018 125 2.50 283 1.25 250 1.00
4 2019 125 1,50 233 1.25 250 1.00
5 2020 1.25 2,50 2.83 L.50 1,50 1.
6 2021 250 2.50 283 1.50 250 1,00
7 2022 250 2.50 233 1,50 250 1.00
8 2023 250 2.50 283 1.50 250 1.00
3 2034 150 2.5 283 i.59 250 1.00
10 2025 300 2.50 2.83 1.50 250 1.00
1 2026 kR 2.50 283 1.50 250 1.06
12 2027 3.00 2.50 283 1.75 250 1.00
13 2028 3.00 2,50 2.83 1.75 2.50 &
[Proposed Fees (% per bond (3 per bond), $ pe1 bond ($ per bond) (% per bond)y (5 per bond)
Takedown $2317 $2.500 £2 830 $1.442 32 500 $1.000
[Mpt Fee 30 000 $0.000 $0 000 $6.000 $0 000 $0.000
[Expenses* $0.519 $0.565 $0.160 30.512 30,400 $0.466
[Total per bond ] $2.836 $3.065 $2 990 $1.954 $2 900 $1.466
Toial $235,520.860 | $257,031.320 § $249,084 300 §i $163,050.250 ) $243.551 070 §$122 242,000
ates *Tnchudes *Includes Doesmot  Flnchades PInchndes *Inchudes
630 000 &r 350005 Scludotascos foaccoesr Mzssoser  [830,000 8
Counsel ié;umel 1 Counsel unsel oumse] fCounsel

4.20  Advise the Siate of continuing disclosure requirements and best pracisces;

PRAG has assisted many of its State and governmental local clients with meeting their continuing disclosure
obligations and implementing best practices as disclosutes standards have evolved through the use of voluntary
market disclosure using the Municipal Securities Rulemaking Board (MSRB) EMMA system. PRAG regularly
monitors MSRB rules and industry whitepapet, such as the National Association of Bond Lawyers, National
Association of Municipal Analysts, Government Financial Officers Association for best continuing disclosute
best practices.

Marianne Edmonds, a Senior Managing Ditector of PRAG, is a former member of the Board of Ditectors of
the Municipal Securities Rulemaking Board and is still active with the Board currently. Ms. Edmonds provides
PRAG a unique insight into state and national tegulatory changes and best practices, which we share with our
clients.

An example of our work on continuing disclosure, PRAG wotked with the Department of Administration and
the State’s Disclosure Counsel to teview past continuing disclosure compliance and to determine if it was
necessaty to self-report through the SEC’s Municipalities Continuing Disclosure Cooperation (MCDC) Initiative.
We found that the State had multiple missed o late filings stemming from staff turnover and dispersed bonding
ability among a vatiety of State bond issuing agencies and authotities all with unique continuing disclosure
requirements. PRAG worked with the State and its Disclosure Counsel to complete the MCDC questionnaire to
report all of the State’s missed or late filings.

Further, given the multiple State’s issuers and the inconsistence of agency Continuing Disclosure Agteements
(CDA), PRAG suggested that the State put in place a Securities Compliance policy to prevent future filing failutes
and that the State contract with Digital Assurance Corporation (DAC) to avoid future failed filings. PRAG
assisted the State in drafting its Secutities Compliance Policy which was executed in November 2014. PRAG, at
the State’s request, subcontracted with DAC 2014. DAC reviewed all of the State’s continuing disclosure
obligations and created a database summarizing its obligations for each bond issue. DAC now provides reminder
emails to representatives of the State and State authorities of upcoming continuing disclosure deadlines and flags
missing parts of the filed disclosutes such as financial tables requited by certain CDAs.

SRR
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4.21  Advise the State on issuing, monstoring, revising and updating debt, swap and disclosure policies and opitions related to
variable interest rate bonds and interest rate exchange agreements

PRAG has expetience with all types of synthetic products—interest rate swaps, forward swaps, interest rate caps,
collars and floors, swaptions and cross cutrency swaps. The professionals specializing in derivatives are
unmatched in evaluating, negotiating and completing detivative transactions and are well versed in the most
tecently developed products and are active in the capital altetnatives market. To that end, we have developed
issuer guidelines for swaps as it is important to consider how these financial products telate to overall borrowing
needs. Although derivatives can offer attractive savings, the complexity and risks of these transactions tequire a
cautious and full evaluation of the options. We have developed state of the art computer models to determine swap
rates, option values and termination values. The outputs from these models are used to compate the economics
of the products to “natural” alternatives, adjusting for call features that may be available on bonds but not on
swaps, and to determine the matket pricing for the swaps on both competitive and negotiated transactions. In
addition, our models determine a client’s peak exposure to each of its counterparties so that the client can evaluate
2 counterparty tisk in its swap portfolio. We also advise on the preparation of the documents to reduce risks and
provide flexibility to the issuer and assist in
determining the tax treatment of the cash flow.

- T " FY
= PRALG

PRAG has extensive analytical expertise in the
area of municipal swaps and detivatives and we
have developed analytical tools to assist our
clients with monitoring and providing analysis
with respect to swaps and derivative products.

TO:  Went Virginia Parkoveayn Authority (fre "Antharity

FROMI Public Rasrarces Advisory Groan

RE:  Quarterly Raport gn bberest Rate Swap Valustions and Risk Assesmment 2 of Marek 31, 2017
DATE: My £, 2017

We have developed Excel based in-house
software for pticing swaps and swaptions. The
software uses industry standard methodology by
creating the cash flows for the fixed legs and the
floating legs of the swaps. The cash flows of the
floating legs are based on forward yield rates that
our model calculates based on live inputs from
swap screens such as Tullet/Prebon and Swap PX
available on Bloomberg. In addition to forwatd

Pobhe Resomens Advisory Gooup [“FRAG”) ta izawing $hin suarbacly miersat rate swap valuaticy
and xigk asseamurt rapart in opder o asmist dhe Awthisity in manitormg it onistandme interest rete rnap
agrernant. This report includus the follawing: (5} description of the contract, (i) detemwination of ey
ammcnetrts which voere raqoirad 40 be paid 2d received durmg e quatarly paried, {i5) wxesmment of e
counterparty sisk, {ermirstion ek and athes risks, inclwling coastnpady exposoe and vahie 28 risk, (v}
d ination of i with Tating E (=) d jmation that sach

party it in i with the & L i if applicablu, and (vd) ion: of mark
lo market For awy posted collatoral and mazmnrmisnt of the valoe against comnterparty collateral
Taquirarents

PRAG baw coudurcted ils quartarly revie and analysis as of Marck 7, 2017 for the remaiuing
$19,200,000 of suape. ociginally ankwed ioto on Jaouary 31, 2002 (fhe Swap™), amended on Tuly 2,
2009, selabed 4o hw Aibority's Series 2008 Parkway Refundiug Reveose Bonds (e “Bonds').

On July 26, 2011 fhe Awthority smanded and restzted The Bonds where the Anfhorily antered it
a direct purchase agreement with Walls Fargn Bank, Natiomal Association [ Walls Farge’ ) where Wells
Furgo pochayed the bonds through mateity and cosveried (ke Boods % 2 LIBOR. index rate. Tha LIBOR
indsx rate varies y madueity 2nd {5 tha ram of a varying pereentaze of LIBOK phe a ficed suread. The
pewentags of LIBOR. znd fixed spread hy matwrity: a1e 2 alkons.

rates, the model caleulates discount factors and

1008 Bond

. s % of 1 Menih
then determines the swap rate that results in the Nambee | MiwtDew | Primkal®uy | Pppop” | FleedSped
alue of the fixed leg and lue of Rt 1T
ptesent value o U.le nixeq leg and present va u.e 0 s ; e “m%
the floating leg being equal. The model takes into Wﬁsﬁ%ﬁ_ :s:'m% i T
‘ Bond [K-6 W10ET 100 5% §5 basis poml
account day count, payment frequency, notional FmRT | SN 5 qT00 g e e
[ Heams [ V1500 % 2% 5 basis pomin

amottization and the index and formula used to
calculate the floating rates. We also use
ptoptietary software from Bloomberg to verify
out models.

HECANDENT FINAR - IAL 520 oCT [

Andrew Evanchik, proposed derivative specialist on the State’s engagement, has been regularly monitoting the
Patkway’s Authority remaining §13,100,000 of interest rate swaps related to the Authority’s otiginal 2003 Parkway
Refunding Revenue Bonds and has been wotking with the PRAG project managers to provide quartetly swap
monitoting reports. Mr. Evanchik will continue to ptovide the West Vitginia Parkway Authority 2 quarterly
report. These quarteriy reports include:

(i)  description of the contract,

() determination of any amounts which wete required to be paid and received during the quarterly
period,

(iify ~assessment of the counterparty risk, termination tisk and other risks, including counterparty
exposure and value at risk,

(iv)  determination of compliance with counterparty rating requirements,
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(v)  determination that each counterpatty is in compliznce with the downgtrade provisions, if applicable,
and

(v)) calculation of matk to market for any posted collateral and measurement of the value against
counterparty collateral tequitements.

In PRAG’s independent financial review and analysis of the West Virginia Parkways, Economic Development
and Toutism Authority, PRAG noted that the Authority did not have a formal swap policy. The Authority has
an interest rate swap outstanding, associated with the Series 2003 Bonds. PRAG recommended that the
Authority adopt 2 formal debt policy and a swap policy to both (i) frame the decision-making and parameters
surrounding the future use of variable rate bonds and derivative products and (ii) improve its then current S&P
swap credit score which affects its outstanding rating. PRAG project managers at the time, Tom Huestis and
Steve Goldfield, then worked with the Authority to implement its “Interest Rate Exchange Agreement Policy”
which was adopted in 2007.

4.22  Review the performance of verifiiation agents, underwriters, remarketing agents, dealers, ionder aponts, e, Jiuidicy
providers, counterparties, printers, electronic bidding and posting services, and advertisers;

As stated previously, PRAG is a national firm working daily with some of the top issuers in the country. As such,
we regulatly work with and perform due diligence on a variety of market participants. As noted in 4.19, we
teview and analyze proposals priot to hiring firms and providers. We monitor developments concerning
investment banks that could influence whether a firm should be selected to run a negotiated transaction and,
when a firm is selected, ensure that a transaction runs smoothly. We routinely monitor the financial ptess and
information services for articles and informesion about firms doing business with our clients for any
developments that could affect their ability to perform, negatively or positively. This could include regulatory
investigations or actions as well as potential changes in a fitm’s financial condition or credit position. Duting a
transaction, we review all numbers and other materials prepared by the underwriter for accuracy and
reasonableness. It is not unusual to catch mistakes and to identify alternatives that could lead to a more cost-
effect transaction. Our approach is to be in contact with all participants in a transaction to ensure the best
outcome for our clients. If our or our clients’ expetience with any setvice provider is subpar we remove them
from our provider list and do not send them additional REPs.

4.23  slssist the Skate in any response to inguirics or audils from any governmental cnlily;
Should the State have any inquities or audits to respond to, PRAG would be willing to assist in any way requested.

4.24  Perform other tasks consistent with the purpose of this Procurement as may be specified by the State -+
“ErvI negessaty, austomary, or invidental to the sale of the issuance of debr and the finansing of projects.

Sy sy ofber

We wete hired as the State’s first independent financial advisor as a result of a solicitation done in 2005. Over
the past 12 years, we have provided the State a broad range of financial advisory setvices, many of which did not
fall within our standard scope of setvices but instead rose out of a specific need of the State. We adapted out
services to meet the State’s needs and have strived for excellence on all projects. We think of ourselves as part
of the West Virginia team and we are ptoud to be a part of this tcam. We value the State’s business and would
be pleased to continue our relationship.
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5. Mandatoty Requirements.

5.1 Asa firm, the Vendor must have performed work in a minimum of ten states;

PRAG cutrently sesves as financial advisor in 21 states in addition to West Vitginia. Since inception, we have
performed work with more than sixty state-level authorities, states and agencies on the issuance of secutities.
Below, the states shown in green indicate the states ot state-level issuers for which PRAG has provided financial
advisory services.

5.2 The Vendor must have served as the Financial Advisor to a minimum of five states or municipalities with popilations in
exess of one million citizens;

PRAG is currently setving as financial advisor to all the States and municipalities listed in the table below with
populations in excess of one million citizens.

Population

State / Municipaliny

(as.of July 1, 2016)*

California 39,250,017
Hlotida 20,612,439
New Yotk 19,745,289
Tllinois 12,801,539
Geotgia 16,310,371
Los Angeles County, CA 10,137,915
New Yotk City, NY 8,550,405
Vitginia 8,411,808
Minnesota 5,519,952
South Carolina 4,961,119
Oregon 4,093,465
Connecticut 3,576,452
Miami-Dade County, FL 2,712,945
New Mexico 2,081,015
West Vitginia 1,831,102
Phoenix City, AZ 1,563,025
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Hillsborough County, FL 1,376,238
New Hampshire 1,334,795
Monigomery County, MD 1,043,863
San Jose City, CA 1,026,908

Source: U.S. Census Buteau State Population Totals Tables: 2010-2016

5.3 The Vendor must have provided financial advice on over $50 billion dollars in debt issuances, inchiding 810 billion since
January 1, 2008;

PRAG has advised on over $263 billion in transactions since January 1, 2008. Please see tables in 5.4 below.
54 The Vendor must bave transaction experience with complex: taxable and tax-exenmpt public financings;

Public Resources Advisory Group
Long-Term Municipal Issue Financial Advisoty Rankings
Soutce: Thomson Reuatets

Par Value of Bonds Number of PRAGs
(5's 1n millican) lasues FA Ranking

Fax=Exempr lssties
2008 $18,636.10
2009 $26,186.50
2010 $14,394.80
2011 $19,450.60
2012 $25,114.10
2013 $28,819.60
2014 $26,019.50
2015 $28.842.30
2016 $31,335.80

Total Tax-Exempt: 99

Taxuable Issues

Hwlw il |w] o] e
K

2008 $1,668.40 2
2009 $16,302.50 65 1
2010 $16,696.90 78 Z
2011 $1,404.20 23 5
2012 $1,361.20 23 3
2013 $2,140.00 18 2
2014 $1,844.20 19 3
2015 $2,059.70 29 3
2016 $2,151.40 31 3
Total Taxable: ;$45 ,628.50 _: 301 %

5.3 The Vendor must have credit experience resulting in #pgrades by rating agencies;

PRAG has provided rating agency and credit advice to a vatiety of PRAG clients who have been upgraded by
one ot mote of the national rating agencies, including the State of West Virginia, which was upgraded in 2009,
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2010 and 2011 by Moody’s, Standard & Poor’s and Fitch, respectively. In addition, our firm has been involved
with the national rating agency upgrades for the State of Minnesota, the State of California and the State of
Vermont.

5.6 The Vendor must have no affiliation with any investment bantk, commercial bank, or law  firen,

PRAG is an independent financial advisory firm and does not have an affiliation with any investment bank,
commercial bank or law firm.
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MEMORANDUM TO: All Employees of Public Resources Advisory Group, Inc.
DATE: January 1, 2016

SUBJECT: [4BRIDGED)] Benefits, Policies and Procedures for Employees

This Benefit, Policies and Procedures for Employees Memorandum (“Memorandum™) describes
benefits, policies and procedures for all employees of Public Resources Advisory Group, Inc. (“PRAG”
or the “Firm”) and updates and amends the previous version dated June 15, 2013. It is an employee’s
responsibility to read the memorandum in its entirety and to comply with all policies, procedures, and
rules and regulations of PRAG at all times.

Acknowledgment of Receipt

All employees will be required to sign the Acknowledgement of Receipt of this Memorandum.
Such signature is a requirement of their employment.

Firm Rights to Modify Memorandum

Additional information regarding PRAG benefits, policies and procedures may be provided
sepatately or issued from time to time and should be read in their entirety and followed. PRAG reserves
the right to change any of its policies, procedures, rules or regulations, or employee benefit plans at any
time, at the sole discretion of the management of PRAG (the “Management”), to the extent allowed by
applicable state and federal laws and regulations.

Equal Opportunity

Management believes that all persons are entitled to Equal Employment Opportunity and
prohibits any form of discrimination againsi iis employees or appiicants for empioyment because of race,
color, creed, religion, sex (including pregnancy), age, marital status, partnership status, disability, national
origin, ancestry, sexual orientation, gender identity, alienage, citizenship status, predisposing genetic
characteristic, military status, or any individual’s status in any group or class protected by applicable
federal, state or local law or regulation. The Firm will attempt to provide accommodations to an
employee who may request an accommodation based on disability or religious beliefs or practices, unless
doing so will result in an undue hardship to the Firm.

[Section Related to Benefits Deleted]

Sexual and Other Forms of Unlawful Harassment

It is the policy of PRAG to maintain a work environment in which all individuals are treated with
respect and dignity and which prohibits discriminatory practices, including sexual harassment and



The Firm will not retaliate in any way against an individual who makes a report of perceived
discrimination or harassment or who participates in an investigation; nor will it permit any supervisor or
employee to do so. Retaliation is a serious violation of the Firm’s harassment policy and anyone who
feels he or she has been subjected to any retaliation should immediately report such conduct. Any person
who retaliates against another individual for reporting any perceived acts of harassment will be subject to
disciplinary action up to and including discharge.

All allegations of harassment will be promptly investigated. The Firm will endeavor to maintain
confidentiality throughout the investigatory process to the extent practical and appropriate under the
circumstances. The Firm, however, has a legal obligation to act on all information received if it believes
an individual may be engaging in wrongful conduct or violation of law.

It the Firm finds that this harassment policy has been violated, the harasser will be subject to
appropriate disciplinary action. Although the specific corrective and disciplinary actions against the
alleged harasser will be within the Firm’s discretion, it may include: verbal or written reprimand; referral
to appropriate counseling; withholding of a promotion or bonus; reassignment; temporary suspension;
and/or discharge.

The Firm recognizes that false accusations of harassment can cause serious harm to innocent
persons. If an investigation results in a finding that the complainant knowingly, falsely accused another
person of discrimination or harassment, the complainant will be subject to disciplinary action, up to and
including discharge.

The Firm has developed this policy to ensure that all its employees can work in an environment
free from sexual harassment and from harassment based on any protected class status. We ask all
employees to work with us to accomplish that goal.

[Sections related to Benefits and Compensation deleted]

Drug and Alcoho!l Free Workplace

It is the policy of PRAG to maintain a drug-free workplace. All employees should be advised
that the unlawful manufacture, distribution, dispensation, possession, or use of a controlled substance is
prohibited in this organization’s wotkplace. The Firm also prohibits employses from consuming
alcoholic beverages on its premises, except where authotized by senior management, and from reporting
to work (on the Firm’s premises or elsewhere) under the influence of alcohol or drugs. Anyone who
violates this policy will be subject to disciplinary procedures. If an employee of PRAG has a problem
with substance abuse, assistance may be available under the Firm benefit plans.



The Firm may access its electronic communications and information systems and obtain the
communications within these systems, with or without notice to users of the systems, when Management
deems it appropriate to do so. The reasons for which the Firm may obtain such access include, but are not
limited to: maintaining the systems, preventing or investigating allegations of system abuse or misuse,
assuring compliance with software copyright laws, complying with legal and regulatory requests for
information, testing compliance with regulatory requirements, investigation of possible Firm policy
violations, insuring that the Firm’s operations continue to appropriately during an employee’s absence,
and any other purpose deemed appropriate by the Firm.

All system passwords must be available to management and the information technology
department (“IT”) and no employee may use passwords that are unknown. to the Firm or IT. All pass
codes, passwords and encrypted information are the property of the Firm. No employee may use a pass
code, password or method of encryption that has not been issued to the employee or that is not made
known in advance to the Firm.

The equipment, services and technology provided to access the Internet or other electronic
communication devices remain at all times the property of the Firm. The Firm expressly prohibits the
unauthorized use, installation, downloading, copying or distribution of copyrighted, trademarked, or
patented material on the Internet or any software or hardware on the Firm’s systems.

The Firm’s Equal Opportunity, Sexual Harassment and Anti-Harassment policies (coliectively the
“Anti-Discrimination Policies™) in their entirety apply to the use of our electronic communications
systems. No one may us¢ electronic communications in a manner that may be construed by others as
contravening the Anti-Discrimination Policies.

Since our electronic communications and information systems are for business use, these systems
may not be used to solicit for any causes, including but not limited to religious or political causes, outside
organizations or other or other personal matters unrelated to the Firm’s business, except as prohibited by
law. All e-mail messages are the Firm’s records and property and, as such, may be disclosed or used by
the Firm without the employee’s permission. Therefore, employees should not assume that any e-mail or
hard copy correspondence is “private,” even if the employee labels the message or correspondence as
such.

In using internal or external e-mail, as with any other form of electronic communication,
employees must maintain security and confidentiality of all information that is sensitive, personal and/or
proprietary to the Firm, its clients, suppliers, vendors, and employees (and/or their dependents if
applicable), in accordance with this policy and any other Firm policy concerning the confidentiality and
security of information. All employees should take caution to the sensitivity of information before
transmission of external electronic communications. When in doubt, use an alternate method of
transmission.

The Firm’s electronic communications and information systems are provided primarily for the job
related and approved for other business purposes. The Firm does recognize, however, that as with the
Firm’s telephone system, employees may from time to time utilize these systems for non-business related
purposes. Such use is acceptable if kept to a minimum, if it does not interfere with work performance,
and if it does not involve any inappropriate activity including, but not limited to:

» sending or receiving, or encouraging the sending or receipt of, communication possibly violating
the Firm’s Anti-Discrimination Policies, including but not limited to information of a racist,
sexual, religious, ethnic or otherwise offensive or inappropriate nature;
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Gifts

Employees must comply with MSRB Rule G-20 as of the date of this Memorandum, regardless of
the effective date of MSRB Rule G-20 to Municipal Advisors.

In addition, the Firm prohibits paying for an outside party’s entertainment or having an outside
party pay for an employee’s entertainment. Entertainment, as used herein, includes theater, sporting or
other recreational sporting events, sightseeing tours, and transportation related to attending such
entertainment events. Meals are excluding from this prohibition, as long as they comply with the
provisions of MSRB Rule G-20.

Political Contribution Policy

Pursuant to a resolution adopted by the Board of Directors on October 1, 1993, PRAG does not
contribute to political activities, including political campaigns, of elected officials for elected offices. In
addition, PRAG employees must follow the guidelines of MSRB, Rule G-37 regarding individual
contributions, which generally prohibit contributions to issuers and political parties of states and political
subdivisions unless the contribution is for an issuer for whom such person is entitled to vote and the
contributions by such person to such official of an issuer, in total, do not exceed $250 per election. The
purpose of this policy is to avoid any appearance of conflicts of interest with PRAG’s current or
prospective clients, Please see the MSRB, Ruie G-37 for additional information.

Contributions

PRAG and PRAG professionals shall not make contributions, donations, pay for sponsorships or
give anything else of value to charitable or professional organizations that are: (i) aimed at influencing
decision-making or making a client feel beholden to such person or to PRAG or (ii} so frequent, extensive
or overly generous as to raise any question of propriety. Nothing in the foregoing shall prevent any
professionals at PRAG from making contributions or donations on their individual behalf, provided that
such contributions or donations are not intended to influence the decision-making process or make a
client or potential client feel beholden to such person or to PRAG.

If, as a result of a proposed contribution or sponsorship, PRAG will teceive something of value,
such as a table at or admission to an event that includes meals, or entertainment of any kind, and the value
is expected to inure to clients or potential clients (such as invitees to the table that is purchased), such
invitations shall be reviewed under the firm’s Gifts and Gratuities policy separately for compliance with
PRAG’s Code of Ethics.

Press Statements

PRAG discourages employees from talking to the press, unless instructed to do so by a client. In
addition, employees are prohibited from talking to the press regarding PRAG’s business, unless granted
permission from the President or Executive Vice President.
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CODE OF ETHICS

Public Resources Advisory Group, Inc.

December 2016



L GENERAL PRINCIPLES

Public Resources Advisory Group, Inc. (the “PRAG”) has an overarching fiduciary duty
to its municipal advisory and investment advisery clients and it is the obligation of PRAG
personnel to uphold that fundamental duty. PRAG believes the following principles (“General
Principles™) are a significant component of maintaining an ethical culture:

Municipal Advisors and investment advisory Supervised Persons of PRAG must at all
times:

Conduct themselves in such a manner as to be consistent with this Code of Ethics.
Deal honestly and with the upmost good faith with the client.

Act in the best interest of the client without regard to the interest of PRAG.

Not engage in advisory activity if PRAG cannot manage or mitigate its conflicts of
interest in a manner that will permit it to act in its client’s best interest.

» Comply with Federal Securities Laws.

¢ Abide by PRAG’s Employee Handbook and Written Supervisory Procedures.

The General Principles, discussed in this section, govern all aspects of PRAG’s and its
employees’ business conduct, whether or not the conduct alsoc is covered by more specific

standards and procedures set forth below. This Code of Ethics applies to all Supervised Persons
of PRAG (which includes Municipal Advisors).

Failure to comply with this (or any separately maintained policies and procedures referred
to by this Code of Ethics) may result in disciplinary action, including termination of employment.

For additional information about this Code of Ethics or any other ethics-related questions,
please contact the following individuals:

For investment advisory work: For municipal advisory work:
THOMAS HUESTIS, Chief Compliance KIMBERLY MCMANUS, Chief Compliance
Officer (1A CCQC) Officer (MA CCO)

610-565-5990/ thuestis@pragadvisors.com 973-618-9500/
kmemanus@alternativereg.com




which requires PRAG to make full and fair disclosure, in writing, of all material conflicts of
interest and all legal and disciplinary events that are material to a client’s evaluation of PRAG.
The disclosures must be provided prior to or upon engaging in municipal advisory activities for or
on behalf of the client.

3. Insider Information.

Supervised Persons are prohibited from trading either personally or on behalf of others for
any client security, while in possession of material, nonpublic information. Personnel are also
prohibited from communicating material, nonpublic information to others in violation of the law.

4, Gifts and Entertainment.

PRAG and its Supervised Persons are prohibited from giving, or permitting to be given,
anything of vatue in excess of $100 per recipient per year to any person, principal, proprietor,
employee, agent or representative of another person, client or prospective client when the gift is
in relation to business of the employer of the recipient of the gift. This excludes business related
meals where a Supervised Person is present, as long as the guest’s total costs are not excessive.
Note: excessive gifts and entertainment are not permitted. PRAG’s policy is to monitor and
record all gifts given and received. Supervised Persons must abide by the provisions of MSRB
G-20 and PRAG’s Written Supervisory Procedures, which defines inappropriate gifts and
exceptions to the limitations in detail.

A. Political Contributions.

PRAG is committed to competing for the award of municipal and investment advisory
business on the basis of merit, rather than political favoritism. As such, Supervised Persons must
not engage in municipal advisor business with municipal entities if certain political contributions
are made to officials of such municipal entities and Supervised Persons must disclose certain
political contributions to allow public scrutiny of PRAG’s political contributions and its municipal
advisory business. In addition, Supervised Persons must abide by the provisions of (i) PRAG’s
Employee Handbook (Benefits, Policies and Procedures for Employees Memorandum) and MSRB
G-37 and PRAG’s Written Supervisory Procedures (which became effective August 17, 2016),
and which defines contributions and exceptions.

6. Confidentiality.

Supervised Persons must keep all non-public information about clients (including former
clients) in strict confidence, including the client’s financial circumstances, client transactional
information and the client’s security issuance plans. In addition, PRAG’s contracts with clients
require may require PRAG to keep certain specified information confidential. Supervised Persons
are required to sign a confidentiality agreement and to abide by the confidentiality policy, which
includes maintaining security and confidentiality of all information that is sensitive, personal
and/or proprietary to PRAG, its clients, suppliers, vendors, and employees (and/or their dependents
if applicable), in accordance with this policy and any other PRAG policy concerning the
confidentiality and security of client information.
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STATE OF WEST VIRGINIA
Purchasing Division

PURCHASING AFFIDAVIT

MANDATE: Under W. Va. Code §5A-3-10a, no contract or renewal of any contract may be awarded by the state or any
of its political subdivisions to any vendor or prospective vendor when the vendor or prospective vendor or a related party
to the vendor or prospective vendor is a deblor and: (1) the debt owed is an amount greater than one thousand dollars in
the aggregate; or (2) the deblor is in employer default.

EXCEPTION: The prohibition listed above does not apply where a vendor has contested any tax administered pursuant to
chapter eleven of the W. Va. Code, workers' compensation premium, permit fee or environmental fee or assessment and
the matter has not becomae final or whete the vendor has entered into a payment plan or agreement and the vendor is not
in default of any of the provisions of such plan or agreement.

DEFINITIONS:

“Debt” means any assessment, premium, penalty, fine, tax or cther amount of money owed to the state or any of its
political subdivisions because of a judgment, fine, permit violation, license assessment, defaulted workers’
compensation premiurm, penalty or other assessment presently delinquent or due and required to be paid to the state
or any of its political subdivisions, including any interest or additiona! penalties accrued thereon.

“Embioyer deiauii” means having an outstanding balance or liability to the old fund or to the uninsured emplovers'
fund or being in policy default, as defined in W. Va. Code § 23-2c-2, faiture to maintain mandaiory workers’
compensation coverage, or fallure to fully meet its obligations as a workers' compensation self-insured employer. An
employer Is not in employer default if it has entered into a repayment agreement with the Insurance Commissioner
and remains in compliance with the obligations under the repayment agreement.

“Related party” means a party, whether an individual, corperation, parinership, association, limited liability company
or any other form or business association or other entity whatsoever, related to any vendor by blood, marrizge,
ownership or contract through which the party has a relationship of ownership or other interest with the vendor so that
the party will actually or by effect receive or control a portion of the benefit, profit or other consideration from
performance of a vendor contract with the party receiving an amount that meels or exceed five percent of the total
contract amount.

AFFIRMATION: By signing this form, the vendor’s authorized signer affirms and acknowledges under penalty of
law for false swearing {W. Va. Code §61-5-3) that neither vendor nor any related party owe a debt as defined
above and that neither vendor nor any related party are in employer default as defined above, unless the debt or
emplover default is permitted under the exception above.

WITNESS THE FOLLOWING SIGNATURE:
Vendor's Name; Public Resources Advisory Group, Inc.

//-w

Authorized Signature: Date:  April 11,2017

State of New York

County of __New York , to-wit:

Taken, subscribed, and sworn to before me this 11_ day of April 2017
My Commission expires August 6 , 2017 .

AFFiIX SEAL HERE NOTARY PUBLIC

Purchasing Affidavit (Revised 08/01/2015)

R .

N T et - 2omeadi N
i PATRICE L. LEONARD

*  Notary Public, State of New York

No. 01LE6062300
Qualified in Kings County

Certificate filed in New York Cou
Commission Expires Aug. 6. %
ittt o e I e o e



DESIGNATED CONTACT: Vendor appoints the individual identified in this Section as the

Contract Administrato%nd the initial point of contact for matters relating to this Contract.

(Name, Title)
Thomas Huestis, Senior Managing Director
(Printed Name and Title)
117 Gayley Street, Suite 200, Media, PA 19063
(Address)
610-565-5990 / 610-565-4188
(Phone Number) / (Fax Number)
thuestis@pragadvisors.com
(email address)

CERTIFICATION AND SIGNATURE: By signing below, or submitting documentation
through wvOASIS, I certify that I have reviewed this Solicitation in its entirety; that I understand
the requirements, terms and conditions, and other information contained herein; that this bid,
offer or proposal constitutes an offer to the State that cannot be unilaterally withdrawn,; that the
product or service proposed meets the mandatory requirements contained in the Solicitation for
that product or service, unless otherwise stated herein; that the Vendor accepts the terms and
conditions contained in the Solicitation, unless otherwise stated herein; that 1 am submitting this
bid, offer or proposal for review and consideration; that 1 am authorized by the vendor to execute
and submit this bid, offer, or proposal, or any documents related thereto on vendor’s behalf; that
I am authorized to bind the vendor in a contractual relationship; and that to the best of my
knowiedge, the vendor has properly registered with any State agency that may require
registration.

Public Resources Advisory Group, Inc.

(Company)
/%" “Thowras - /A;es hs 5 Semgw mua—ﬂ/,qg e;é:r/

(Authorized Signature) (Representative Name, Title) ~

Thomas Huestis, Senior Managing Director
(Printed Name and Title of Authorized Representative)

5/8/2017
{Date)

610-565-5990 / 610-565-4188
(Phone Number) (Fax Number)

Revised 04/07/2017



REQUEST FOR PROPOSAL
Financial Advisory Services

By signing below, | certify that | have reviewed this Request for Proposal in its entirety;
understand the requirements, terms and conditions, and other information contained herein; that
I am submitting this proposal for review and consideration; that | am authorized by the bidder o
execute this bid or any documents related thereto on bidder's behalf: that | am authorized to
bind the bidder in a contractual relationship; and that, to the best of my knowledge, the bidder
has properly registered with any State agency that may require registration.

Public Resources Advisory Group, Inc.

(Comp

Thomas Huestis, Senior Managing Director

efresentative Name, Title)

610-565-5990 / 610-565-4188
(Contact Phone/Fax Number)

5/8/2017
(Date)

Revised 6/8/2012



ADDENDUM ACKNOWLEDGEMENT FORM
SOLICITATION NO.:

Instructions: Please acknowledge receipt of all addenda issued with this solicitation by
completing this addendum acknowledgment form. Check the box next to each addendum
received and sign below. Failure to acknowledge addenda may result in bid disqualification.

Acknowledgment: [ hereby acknowledge receipt of the following addenda and have made the
necessary revisions to my proposal, plans and/or specification, etc.

Addendum Numbers Received:
(Check the box next to each addendum received)

f¢j Addendum No. 1 [] Addendum No. 6
[] Addendum No. 2 [] Addendum No. 7
[1 Addendum No. 3 [] Addendum No. 8
[1 Addendum No. 4 [ Addendum No. 9
[ 1 Addendum No. 5 [l Addendum No. 10

I understand that failure to confirm the receipt of addenda may be cause for rejection of this bid.
I further understand that any verbal representation made or assumed to be made during any oral
discussion held between Vendor’s representatives and any state personnel is not binding, Only
the information issued in writing and added to the specifications by an official addendum is
binding.

Public Resources Advisory Group. Inc,

Authorized Signdture

5/8/2017
Date

NOTE: This addendum acknowledgement should be submitted with the bid to expedite
document processing.

Revised 04/07/2017



wero State of West Virginia
oo VENDOR PREFERENCE CERTIFICATE

Certification and application is hereby mads for Preference in accordance with West Virginia Code, §5A-3-37. (Does notapply to
construction contracts). West Virginia Code, §5A-3-37, provides an opportunity for qualifying vendors to request {at the time of bid)
preference for their residency status. Such preference is an evaluation method only and will be applied only to the cost bid in
accordance withthe West Virginia Code. This cerlificate for application is to be used to request such preference. The Purchasing
Division will make the determination of the Vendor Prefersnce, if applicahle.

IL__] Application is made for 2.5% vendor preference for the reason checked:

Bidder is an individual resident vendor and has resided continuously in West Virginia for four (4) years immediately preced-
ing the date of this certification; or,

:l Bidder is a parinership, association or corporation resident vendor and has maintained its headquarters or principal place of
business continuously in West Virginia for four (4) vears immediately praceding the date of this certification; or 80% of the
ownershipinterest of Bidder is held by another individual, partnership, association or corporation resident vengor who has
maintained its headquarters or principal place of business continuously in West Virginia for four (4) years immediately
preceding the date of this certification; or,

D Bidder is a nonresident vendor which has an afffliate or subsidiary which employs a minimum of one hundred state residents
and which has maintained its headquarters or principal place of business within West Virginia continuously for the four 4
years immediately preceding the date of this certification; or,

2, Application is made for 2.5% vendor preference for the reason checked:

[—] Bidders a resident vendor who cerlifies that, during the life of the coniract, on average at least 75% of the employees

working on the praject being bid are residents of West Virginia who have resided in the state continuously for the two years

Immediately preceding submission of #ils bid; or,

Application is made for 2.5% vendor preference for the reason cirecked:

Bidder is a nonresident vendor employing a minimum of one hundrad state residents or is a nonresident vendor with an

affiliate or subsidiary which maintains its headquarters or principal place of business within West Virginia empioying a

minimum of one hundred state residents who certifies that, during the life of the contract, on average at least 75% of the

employees or Bidder's affiliate’s or subsidiary’s employees are residents of West Virginia wio have resided in the state
continucusly for the two years immediately preceding submission of this bid; or,

Application s made for 5% vendor preference for the reason checked:
Bidder meets either the requirement of both subdivisions (1) and (2) or subdivision (1) and (3) as stated above; or,

Application is made for 3.5% vendor preference who Is a veteran for the reason checked:

Bidder is an individual resident vendor who is a veteran of the Unfted States armed forces, the reserves or the National Guard
and has resided in West Virginia continuously for the four years immediately preceding the date on which the bid is
submitied; or,

h Application is made for 3.5% vendor preference who is a vateran for the reason checked:

Bidder is a resident vendor who is a veteran of the United States armed forces, the reserves or the National Guard, if, for
purposes of producing or distributing the commodities or completing the project which fs the subject of the vendor's bid and
continuously over the eriiire isnm of the project, on average at least seventy-five percent of the vendor's empioyees are
residents of West Virginia who have resided in the state continuously for the two immediately preceding years.

7. Application is made for preference as a non-resident small, women- and minority-owned business, in accor-
dance with West Virglnia Code §5A-3-59 and West Virginla Code of State Rules.

D Bidder has been or expects to be approved prior to contract award by the Purchasing Division as a certiflad small, women-
and minarity-owned business.

Bidder understands if the Secretary of Revenue determines that a Bidder receiving preference has failed to continue to meet the

requirements for such preference, the Secretary may order the Director of Purchasing to: (a) reject the bid; or (b) assess a penally

against such Bidder in an amount not to exceed 5% of the bid amount and that such penaity will be paid to the contracting agency

or deducted from any unpaid balance on the contract or purchase order.

By submission of this certificate, Bidder agrees to disclose any reasonably requested informatian to the Purchasing Division and
authorizes the Depariment of Revenue to disclose tothe Direclor of Purchasing appropriate information verifying that Bidder has paid
the required business taxes, provided that such information does not contain the amounts of taxes paid nor any otherinformation

deemed by the Tax Commissioner to be confidential,

Under penalty of law for false swearing (West Virginia Code, §61-5-3), Bidder hereby certifies that this certificate Is true
and accurate In all respects; and that if a contract is issued to Bidder and if srything conlained within this certificate
changes during the term of the contract, Bidder will notify the Purchasing D 3‘;;},@ fing-Immediately.

Bidder:Public Resources Advisory Group, Inc.  Signed:

[

[]sn D.a

Date:__5/8/2017 Title:__Senior Managing Director




