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C. Use of tax-exempt bond proceeds:

In order for bonds issued by CPS to maintain tax-exempt status, several requirements must be
satisfied from and_after the date of issuance of the bonds. Amona other things. these include

requirements related to the use of proceeds of the bonds. The use of tax-exempt financed
proceeds is governed by the internal Revenue Code of 1986, as amended (the “Code”).
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5. Risks and considerations associated with Variable Rate Debt:

a) RlskIBeneflt Analysis. The lmpact of variable rate debt on the Board s future
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factors identified or increased financial benefits such as lnterest cost savmgs or
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Modeling different stress case scenarios may quantify this impact. The
transaction analysis should provide assumptions for potential increased costs
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the establishment of a reserve or by entering into a derivative contract io hedge
interest rate risk.

b) Interest Rate Risk. The risk that interest rates will increase to a level resulting in
debt service greater than what has been budgeted.

¢) Tax Risk. The risk that changes in tax laws or events relating to the tax-exempt
status of the variable rate bond issue will occur prior to the final maturity and
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c) Counterparty Risk. The success of the derivative transaction depends on the
other party fulfilling its obligations. To the extent that the counterparty does not
meet its obligations, the Board could be exposed to additional costs in the future.
This risk may be mitigated by collateral requirements, Triple—A rated
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The Board should diversify its exposure to counterparties.
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the market value of derivative instruments. The market valuation at any point in
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Structures which increase savings through alternatives such as derivative contracts, non-
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information such that disclosure requirements may be met through filing the with the
appropriate parties, to the extent practicable.

C. Federal Arbitrage Requirements
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employ arbitrage calculation agent(s) to monitor potential liabilities and shali maintain or cause to

be maintained an appropriate system of accounting to calculate bond investment arbitrage
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Respectfully Submitted:

Barbara Byrd-Be%nett %/@ﬂg

Chief Executive Officer

Approved as to Legal Form:ﬁﬁﬂ/
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James L. Bebley
General Counsel
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