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MNTAAB

Minnesota Tax and Aid Anticipation Borrowing
Program

Cash Flow Borrowing Information Materials

Fall 2025 Aid Anticipation Certificates

SPONSORED BY:

Minnesota School Boards Association

This program provides a cash flow borrowing opportunity for all Minnesota school districts.

For application materials, questions and support, please contact Lori Volz, lori.volz@bakertilly.com, (612)
876-4505 or Ryan Fetters, ryan.fetters@bakertilly.com, (651) 223-3005.

Series 2025

Completed application deadline No later than September 30, 2025

Board resolution window August 1 to October 7, 2025

Certificate sale date November 20, 2025

Funds available December 11, 2025
>
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About the MNTAAB Program

Aid Anticipation Certificates, Series 2025A

e The MNTAAB Program is for all districts expecting cash flow shortfall in the upcoming fiscal year.
e ltis a straightforward, low-cost option that minimizes administrative burden.

e Itis open to districts of all sizes and accommodates a wide range of borrowing needs.
e Proceeds may be invested to align with a district’'s cash flow schedule to earn interest until funds
are needed.

Sponsorship

This pooled cash flow borrowing program is sponsored by the Minnesota School Boards Association
(MSBA). It is designed to help school districts access the short-term debt market more efficiently and
cost-effectively through group participation—especially when cash flow borrowing is needed.

To ensure a smooth and successful borrowing experience, a team of experienced finance professionals
has been assembled. These trusted partners bring a strong record of delivering low-interest financing
solutions under a variety of market conditions:

e Baker Tilly — Municipal Advisor

e Piper Sandler — Underwriter

e Kutak Rock LLP - Bond Counsel
e U.S. Bank — Trustee and Registrar

This team is committed to providing high-quality service and results for all participating districts.
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Program Facts

e Pricing is anticipated to occur on or around November 20, 2025, with funds available by December
11, 2025.

e School board action must take place at a meeting in August or September, and no later than
September 30, 2025. Applications are due three (3) weeks prior to the meeting your board will
approve their participation resolution. This allows time for a borrowing amount to be calculated that
falls within the federal and state rules and time for appropriate documentation to be provided for your
board packet. If you do not have a board meeting prior to September 30, 2025, or if you need an
exception from the timing stated above, please contact Ryan Fetters at (651) 223-3005 or
ryan.fetters@bakertilly.com. We will make every effort to accommodate your district.

e Please contact Lori Volz or Ryan Fetters to request the application materials.

e Districts planning to borrow more than $5 million in a calendar year should review arbitrage and
rebate requirements (See “Post Issuance Compliance” below.) Baker Tilly can assist with this and

help coordinate borrowing with other district financing needs.

e The minimum required borrowing by a district is $300,000. If your district requires a smaller amount,
please contact Baker Tilly to discuss options.

e The MNTAAB program reserves the right to suspend borrowing in any year with insufficient
participation. If this occurs, Baker Tilly can assist districts with standalone borrowing options, which
may involve different costs than those outlined in this program.

Reinvestment of Proceeds

MNTAAB Program participants will need to decide how to invest Certificate proceeds.

Two choices available for districts to invest Certificate proceeds are:

e the Minnesota School District Liquid Asset Fund Plus (MSDLAF+) -- variable rate investment; and

o other financial instruments (i.e., variable or fixed rate investment instruments that may be purchased
through banks, broker/dealers, or with the assistance of your municipal advisor).

Districts may choose to invest proceeds in one or more of the available options. A fixed-rate
investment may be appropriate for districts seeking to match the term of their liability (the Certificates)
with the term of their investment, thereby locking in a positive earnings spread. Alternatively, a variable-
rate investment may be suitable if a district anticipates that interest rates will remain stable or increase
over the next year.

Districts are encouraged to evaluate their investment strategy—whether fixed, variable, or a combination
of both—in consultation with their investment advisor and municipal advisor to ensure alignment with their
cash flow needs and risk tolerance.

Borrowing Limits

Your district’s issue size must comply with the following two legal requirements:

First, Minnesota law requires that your issue be no greater than 75% of school aids yet to be distributed
by the Department of Education for the school year; and

Second, Federal law requires that your issue be no greater than the largest actual projected cumulative
cash flow deficit in fund 1 (funds 2 and/or 4 can be included), plus 5% of the actual expenditures from
these funds in the previous fiscal year.
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Post Issuance Compliance

Federal arbitrage requirements apply to school districts that issue tax-exempt tax/revenue anticipation
certificates. In general, the IRS prohibits districts from retaining investment earnings that exceed the yield
on the tax-exempt tax/revenue anticipation certificate unless certain conditions are met.

Because the arbitrage requirements can be difficult to meet—and the consequences of noncompliance
can be significant—districts should build in a margin of error and ensure that arbitrage calculations are
performed or that they can otherwise demonstrate compliance.

If you have questions related to federal arbitrage requirements and exceptions, please contact Baker Tilly
staff for further information.

Borrowing Costs

The MNTAAB Program allows lower net borrowing costs due to economies of scale attainable from group
borrowing and reinvesting. The minimum borrowing for a participating district is $300,000. If a lower
amount is required, please discuss with Baker Tilly. The MNTAAB program reserves the right to suspend
the program at any time for a given year should interest and participation by districts be low.

The examples below show the cost associated with borrowing in the MNTAAB Program.

The pricing of this year’s borrowing program is as follows:

$300,000 to $1,000,001 to Over

$1 million $5 million $5 million
Costs of 1.20% of $12,000 plus $17,000 plus
Issuance@ borrowing size 0.06% of 0.04% of

borrowing size
over $1 million

borrowing size
over $5 million

Transaction Cost®

0.15%

0.10%

0.03%

Underwriting©

0.10%

0.10%

0.10%

(a)

(b)
(c)

Costs of issuance include bond counsel, printing expenses, trustee/paying agent fees, rating agency
fees, bond record and municipal advisory services.

Transaction costs refer to the fees associated with completing the issuance of the Certificates.

Underwriter costs include broker commissions for marketing the Certificates. All underwriters receive

compensation for their role in facilitating the bond transaction.
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Examples of actual certificate issues:

lllustrative Certificate Sizes

$300,000 $800,000 $4 million $10 million
Costs of $3,600 $9,600 $14,400 $21,000
Issuance(@
Transaction 450 1,200 4,000 3,000
Costs®
$4,050 $10,800 $18,400 $24,000
Underwriting® 300 800 4,000 10,000
Total Costs $4,350 $11,600 $22,400 $34,000

@  Costs of issuance include bond counsel, printing expenses, trustee/paying agent fees, rating agency
fees, bond record and municipal advisory services.

) Transaction costs refer to the fees associated with completing the issuance of the Certificates.

©  Underwriter costs include broker commissions for marketing the Certificates. All underwriters receive
compensation for their role in facilitating the bond transaction.

Participation in the MNTAAB Program vs. Stand-Alone Issues

Would you like to see how the MNTAAB Program can save your district money? Contact Lori Volz or

Ryan Fetters at Baker Tilly, with inquiries.

Bridge Financings

Baker Tilly can also assist with bridge financing if your 2024 certificates mature prior to funds being available
from the 2025 program. If your district requires this, or for any other questions about any aspect of the
MNTAAB Program, please contact:

Email: Phone:
Lori Volz, Director lori.volz@bakertilly.com (612) 876-4505
Ryan Fetters, Director ryan.fetters@bakertilly.com (651) 223-3005
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MNTAAB Cash Flow Borrowing Program

Calendar of Events*

Deadlines and Procedures for Participation
Fall 2025 Aid Anticipation Certificates

Responsible

Actions Date
Party
Step 1 School districts return completed application materials 3 weeks prior to District Staff
to Baker Tilly. meeting or no later
 August Board Meeting than September
e September Board Meeting 30, 2025
Step2  Baker Tilly calculates district’s borrowing limits and After Receipt of Baker Tilly
determines borrowing amount in consultation with district ~ Application
officials.
Step 3 school Districts August 1, 2025 - District Staff
. e Adopt resolution (sent directly to the district from October 7, 2025 Kutak Rock
oarq

Kutak Rock).
Action e Complete the MN School District Credit
Required* Enhancement Program Application.
¢ School districts return signed resolution and closing
documents to Baker Tilly (within one week of

meeting).
Step4  Certificate Sale Day November 20, District Staff
¢ Interest rate set. 2025 Baker Tilly
, ¢ Signatures required by one of the following: Piper Sandler
Signatures
Required! Superintendent, Business Manager, Chair or Clerk.
¢ No formal Board action necessary.
Step 5 2025 Certificate proceeds deposited into the district’s December 11, District Staff
designated account. 2025 Baker Tilly
DISTRICT STAFF NEEDS TO BE AVAILABLE Kutak Rock
Step 6  Final 2025 Certificate documents delivered to districts. End of January Baker Tilly
2026 Kutak Rock
Step 7 2025 Certificate repayment funds due to U.S. Bank. September 3, 2026 District Staff
Step 8 2025 Certificates mature. September 10,
2026

If you have concerns about these dates, please contact Baker Tilly at (651) 223-3005.
*Preliminary, and subject to change.
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