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Business Prospects Are Likely To Increase

The prevailing lower yield environment and the spread compression it created

hurt the financial guarantee market for much of 2013, making it difficult for bond insurers to attract insurable is-
suers and investor demand. Issuers already benefited from all-time low market yields. Investors searched for the
highest-yielding fixed-income municipal assets available and were not willing to give up yield for the credit protec-
tion and liquidity provided by a financial guarantee.

If municipal yields widen by50-75 bps through 2015 based on our analysis, there should be a corresponding in-
crease the insurable primary U.S. public finance market, as bond insurers should be able to create yield savings that
would make it economical for issuers to pay for insurance. We have asked bond insurers their expectations for the
U.S. public finance market and the insurable market in 2014. In a period of rising interest rates, they expect total
U.S. public finance new issue par to be $285 billion to $300 billion, including refundings of approximately$90 bil-
lion. The estimate for total new issue insured public finance par volume is $20 billion to $25 billion, equating to
7%-8% of total public finance issuance in 2014.



The bond insurers expect secondary market insured par to total $2 billion to $4 billion in 2014, depending on mu-
nicipal market headline events, yield widening, and institutional investor capital market and hedging activities. In
late 2013, insured secondary transaction picked up for the bond insurers as a result of Detroit’s bankruptcy filing,
headline events about Puerto Rico, and general investor worries about the municipal debt market. There are still
pockets of stress in the U.S. that might spur retail investors’ demand for secondary market insurance.

We believe the market can support three bond insurers with the reemergence of National Public Finance Guarantee
Corp. (National). In fact, U.S. public finance market participants have indicated a demand for a third insurer for
diversity. In the near term, expansion of the insurable market with the expected rise in interest rates, combined with
the disparate underwriting strategies of the bond insurers, should lead to sufficient underwriting opportunities to
support each company’s underwriting strategy. In the long term, as the bond insurers continue to prove the value
of their product, the demand for financial guarantees should increase and the insured penetration of the U.S. public
finance market should rise, but not to the same levels as prior to 2008.

To gauge demand for bond insurance, we spoke to various municipal bond-market participants who have different
applications in the public finance arena. The findings of our discussions included the following:

» The overall sentiment was that bond insurance is a product that has proven its worth during the past
two-to-three years.

* There is high demand for bond insurance in the middle-market space.

» There is investor and issuer demand for three players in the financial guaranty sector.

» Investors, especially the retail investors who are the primary end-users of bond insurance, do not see legacy
bond insurers’ structured finance portfolios as a detriment.

U.S. Public Finance Macroeconomic Trends

The 30-year Municipal Market Data (MMD) ‘AAA’ benchmark yield rose to 4.5% in September 2013 after the Fed-
eral Reserve announced quantitative easing tapering and headline risk associated with Puerto Rico increased. The
current 30-year yield is 3.7%--65 basis points (bps) less than its recent peak, and 35 bps less than in January2014.

We expect a gradual increase in long-term interest rates, with U.S. municipal rates rising through 2014 and 2015
by 50-75 bps. Standard & Poor’s economists estimate a U.S. Treasury 10-year average yield of 3.0% for 2014 and
3.3% for 2015 (see U.S. Forecast Update: A Recovery Postponed Not Canceled, published Feb. 10, 2014, on Ratings
Direct). This is a 30-bp widening for 2014 and 70 bps for 2015.

The correlation of U.S. treasuries to the ‘AAA” MMD general obligation yield curve has historically been close to
the 0.9x-1 .Ox range, except during 2007-2009 both on 10-year. We therefore expect yields to widen by25-50 bps
by year—end 2014 and an additional 25-30 bps in 2015, increasing in total by 50-75 bps by the end of 2015.
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Bond Insurers Economic Trends

With credit spreads forecast to widen in 2014 and 2015, we expect the bond insurers’ risk-adjusted pricing (RAP)
to improve from 2013 levels. We base this view on our assumption that the bond insurers will be able to capture a
greater amount of the wider credit spread in the form of higher premium rates. We also assume that the rise in the
premium rates will result in better pricing per dollar of risk as measured by our transaction capital charges and that
the rise in premium rates will be greater than any rise in capital charges. In first-quarter 2013 when interest rates
began to rise, this pricing dynamic was illustrated as the bond insurers experienced stronger pricing with relatively
minimal change in underwriting risk. Interest rates in January2014 began to decline toward the end of the month,
but bond insurers were able to execute on strong pricing, with RAPs on primary and secondary market transactions
higher than those in 2013.

Ratings Hinge On Future Developments

Although we believe there is still a need for municipal bond insurance in the U.S. public finance market, the next
two years will be crucial in determining the health of the financial guarantee sector. If interest rates rise as expected
and insured par volume does not increase, we would likely reevaluate all our ratings in the sector.

The reemergence of National has introduced another layer of competition to the pricing dynamics of the financial
guarantee market. In this competitive environment, insurers must exercise discipline when pricing insured transac-
tions. If the increase in competition leads to poor pricing decisions or the current spread compression persists and
insurers’ RAPs are projected to fall and remain less than 4%, we could lower our ratings on the bond insurers.

Primary Credit Analyst: David S Veno, Hightstown (1)
212-438-2108;
david.veno@standardandpoors.com

Secondary Contact: Marc Cohen, CFA, New York (1)
212-438-2031;
marc.cohen@standardandpoors.com

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may
be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any
third-party providers, as w ell as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeli-
ness or availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained
from the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM
ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS
FORA PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENTS FUNCTIONING WILL BE
UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be
liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (includ-
ing, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the
possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&Ps opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any in-
vestment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except w here registered as such. While S&P has obtained information
from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw , or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal, or suspension of an acknowledgment as w ell as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the confi-
dentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to dissemi-
nate its opinions and analyses. S&Ps public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.
com and www.globalcreditportal.com (subscription) and www.spcapitaliq.com (subscription) and may be distributed through other means, including via S&P publications
and third-party redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

Any Passwords/user IN issued by S&P to users are single user-dedicated and may ONLY be used by the individual to whom they have been assigned. No sharing of pass-

words/user IN and no simultaneous access via the same password/user ID is permitted. To reprint, translate, or use the data or information other than as provided herein,
contact Client Services, 55 Water Street, New York, NY 10041; (1) 212-438-7280 or by e-mail to: research_request@ standardandpoors.com.

Copyright © 2014 Standard & Poor’s Financial Services LLC, a part of McGraw Hill Financial. All Rights Reserved.



Voters approved 71% of Ohio’s school district levies in the May 6, 2014 primary election. Of the one hundred
fifteen (115) school district tax levies on the ballot, eighty-two (82) were approved while thirty-three (33) were

defeated.

Of the twenty (20) bond issues on the ballot, school districts represented the majority with nineteen (19) followed
by municipalities with one (1). Of these, eighteen (18) were considered large - $10,000,000 or greater, one (1)
were considered intermediate - $5,000,000 to $9,999,999 and one (1) were considered small — less than $5,000,000.

May 6, 2014 Primary Election Results

Voters approved nine (9) or $255,147,408 while rejecting eleven (11) or $335,952,362.

The following tables show the results of the bond issues and school tax levies submitted at the May 6, 2014 primary
election. The results were compiled with the assistance of the County Boards of Election, and the office of the

Secretary of State.

Bond Issues

The following table compares this years results with those of the past four years.

YEAR
2014
2013
2012
2011
2010

VOLUME
SUBMITTED

$591,099,770
387,110,431
513,747,684
287,778,933
795,173,976

VOLUME
APPROVED
$255,147,408

179,006,761
344,868,894

82,670,000
514,856,000

TABLE I
PCT.
APP.
432%
46.2
67.1
287
64.7

NUMBER
SUBMITTED
20
21
18
16
31

NUMBER
APPROVED
9
12
10
5
15

PCT.
APP.
45.0%
57.1
55.6
313
48.4

The following table shows by issue size, the volume and number of each submitted, and the volume and number

of each approved (including ratio approved).

*Large - $10,000,000 or greater; Intermediate - $5,000,000 to $9,999,999; Small - less $5,000,000

TABLE 11
---------------------- SUBMITTED APPROVED
Issue Size* No. Volume %Vol. No. %No.
Large $580,874,770 18 $252,922,408 43.5% 8 44.4%
Intermediate 1 0 0.0 0 0.0
Small 1 2,225,000 100.0 1 100.0
TOTAL $591,099,770 20 $255,147,408 43.2% 9 45.0%

The following table show by subdivision classification, the volume and number of issues approved.

*Large - $10,000,000 or greater; Intermediate - $5,000,000 to $9,999,999; Small - less $5,000,000

TABLE 11
---------------------- SUBMITTED APPROVED
Issue Size* No. Volume %Vol. No. %No.
Large $580,874,770 18 $252,922,408 43.5% 8 44.4%
Intermediate 1 0 0.0 0 0.0
Small 1 2,225,000 100.0 1 100.0
TOTAL $591,099,770 20 $255,147,408 43.2% 9 45.0%




The following table shows further breakdown of the volume and number of issues approved for school

districts.
TABLE 1V
------------------------ VOLUME —memememee—-——-NUMBER---- -

Submitted Approved % App. Submitted Approved % App.
City S/D $228,008,814 $132,378,814 58.1 % 6 3 50.0 %
Local S/D 355,090,956 122,768,594 34.6 13 6 46.2
Jt. Voc. S/D 0 0 0.0 0 0 0.0
TOTAL $583,099,770 $255,147,408 43.8 % 19 9 47.4 %

School District Tax Levies
The following table shows the total new millage levies submitted (number and volume), and also the results

thereof.
TABLE I
----—-—-——--Submitted Approved Defeated-----------
Type No. Millage No. Pct. Millage Pct. No. Pct. Millage Pct.
Curr Exp $ Perm Impr. * 3 17.39 0 0.0 0.00 0.0 3 100.0 17.39 100.0
Current Expense 11 57.28 6 545 31.23 545 5 455 265 455
Emergency 18 109.53 6 333 4555 41.6 12 66.7 63.98 58.4
Permanent Improvement 15 21.26 6 40.0 8.26 38.9 9 60.0 13.00 61.1
TOTAL 47 205.46 18 383 85.04 414 29 61.7 12042 58.6
*Millage and percent for these issues are calculated with the individual Current Expense and Permanent Improvement categories.

The following table shows the total renewal millage levies submitted (number and volume), and also the re-

sults thereof.

TABLE II
------——---Submitted Approved Defeated--------—--
Type No. Millage No. Pct. Millage Pct. No. Pct. Millage Pct.
Current Expense 7 35.80 7 100.0 35.80 100.0 0 0.0 0.00 0.0
Emergency 42 218.90 39 929 20494 93.6 3 71 13.96 6.4
Permanent Improvement 16 35.10 16 100.0 35.10 100.0 0 0.0 0.00 0.0
TOTAL 65 289.80 62 954 27584 952 3 46 1396 4.8

The following table gives a three year comparison (Primary Elections) by levy type, the total new millage
submitted and approved, with the ratio approved.

TABLE III
- 2014 2013 2012 -
Subm.  App. % App. Subm.  App. % App. Subm. App. % App

Current Expense 57.28 31.23  54.50 92.02 36.87 40.10 88.29 4090 46.30
Permanent Improvement 21.26 8.26  38.90 23.09 4.69 20.30 13.19 3.70 28.10
Curr Exp $ Perm Impr. * 17.39 0.00 0.00 0.00 0.00 0.00 5.90 5.90 100.00
Emergency 109.53 4555 41.60 251.60 96.72 38.40 95.53 36.50 38.20
TOTAL 205.46 85.04 41.40 366.71 138.28 37.70 20291 87.00 42.90
*Millage and percent for these issues are calculated with the individual Current Expense and Permanent Improvement categories.




CALENDAR Calendar of Issuer Conferences & Outings for 2014

NAME EVENT DATE LOCATION
CAAO Winter Conference Nov. 19-21 Embassy Suites- Dublin, Ohio
CTAO Fall Meeting November 18 - 20 Columbus Marriott NW at Tuttle Crossing — Dublin, Ohio
GFOA Annual Golf Outing July 21 Worthington Hills Country Club- Worthington, Ohio
Adv. GAAP Acct. Sem. August 6 -7 Niagara Event Center - Put-In-Bay, Ohio
Annual Fall Conference September 17 -19 Kalahari Convention Center — Sandusky, Ohio
MFOA OML Annual Conference October § - 10 Sheraton Capital Square — Columbus, Ohio
(OML) MFOA Annual Conference October 30 - 31 Marriott Northwest - Dublin, Ohio
Northeast Ohio Golf Outing July 23 Lost Nation Municipal Golf Course - Willoughby, Ohio

North-Central Ohio Golf Outing September 10 Woussickett Golf Course — Sandusky, Ohio
NACO National Conference July 11-14 Morial Convention Center — New Orleans, Louisiana
OAPT Annual Conference October 8§ - 10 Geneva State Park Lodge — Geneva on the Lake, Ohio

National Conference July 27 - 30 Marriott City Center - Salt Lake City, Utah

OASBO New Treasurers Survival Sem. May 21 Ohio Assoc. School Business Officials — Columbus, Ohio
OSBA Capital Conference November 9 — 12 Columbus Convention Center — Columbus, Ohio
(T) - means date or place is tentative. Red lettereing means revised or updated events.
CAAO - County Auditor’s Association of Ohio ---------------- (614) 228-2226 -------------- WWW.Caa0.0rg
CAAO - County Auditor’s Association of Ohio ---------------- (614) 228-2226 -------------- WWW.Caa0.0rg
CTAO - County Treasures Association of Ohi0 ---------------- (614) 517-5072 -------=--=--- www.ohiocountytreasurers.org
GFOA - Government Finance Officers Association ----------- (614) 221-1900 -------------- www.ohgfoa.com
MFOA - Municipal Finance Officers Association of Ohio ---- (614) 221-4349 -------------- www.omlohio.org
NACO - National Association of Counties ------------=--------- (614) 221-5627 -------------- WWW.Naco.org
OAPT - Ohio Association of Public Treasurers ---------------- (440) 576-3944 -----------—-- www.ohioapt.org
OASBO - Ohio Association of School Business Officials ------ (614) 431-9116 -------------- www.oasbo-ohio.org
OMCA - Ohio Municipal Clerks Association ----------===-=---- (614) 221-4349 ------mmeee- WWW.0omca.us
OSBA - Ohio School Boards Association (614) 540-4000 -------------- www.ohioschoolboards.org

If your organization has other events scheduled that you would like to see listed here, please contact
OMAC at 800-969-6622 or email us at chris@Qhiomac.com.



