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NEWSFLASH!

Rice Financial Proposes Extended Call Date in Charleston
Water Transaction, Reducing Debt Service by $2.8 Million
In April 2019, Rice Financial shared a cost-saving idea with clients that
explored the use of extended call dates in a high coupon/low yield
environment. With an easing of the Fed Funds rate by the Federal Reserve
expected soon-–or, at the very least, a neutral policy--investor demand for
bonds maturing from 2034 (15 years) through 2049 (30 years) is increasing.
These investors are also continuing to demand premium bonds bearing
a 5% coupon that generates significant Original Issue Premium (“OIP”).
Rice suggested that issuers can obtain additional benefit from this set of
circumstances through a slight extension of the call date, increasing the
amount of OIP without affecting the bond yields.
On July 10, 2019, Rice Financial had the opportunity to put this idea into
action for the City of Charleston, South Carolina, Commissioners of
Public Works (“Charleston Water”). Rice has been a joint senior manager
in Charleston Water’s three-member syndicate for 10 years, alongside two
large, national, “bulge-bracket” firms.
The July 2019 transaction was a $129 million issuance of new money,
long-term bonds for water and sewer system improvements. During a
pre-pricing call two days prior to the bond sale, the syndicate members
received a preliminary marketing wire detailing the proposed call
provisions. Charleston Water’s typical maturity date is January 1, and the
wire indicated a call date of January 1, 2029, for the transaction, which is
9.5 years from the issuance date.
During the pre-pricing call, Rice Financial suggested that Charleston
Water consider extending the call date to January 1, 2030, making it a 10.5year call. Both Charleston Water and its financial advisor agreed. As a
result, the call date modification reduced Charleston Water’s debt service
by $2.8 million ($1.8 million on a present value basis) with no changes to
the offering yields.
Rice Financial also provided exceptional service on the day of pricing,
placing substantial orders that doubled the amount of orders generated
by the other non-book-running, bulge-bracket syndicate member. With
ratings of Aaa/AAA and strong investor interest generated from 40
different institutional accounts and nearly $25 million of South Carolina
retail accounts, spreads to both MMD and BVAL were bumped up to 7
bps. The resulting final spreads were all in the single digits, with the short
end having spreads up to 6 bps below MMD and BVAL and the 30-year
maturity coming in at 9 bps over MMD and BVAL.
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Rice Financial Products Company conducts its bond underwriting, sales and trading business, and municipal advisor services through its broker-dealer
subsidiary, Rice Securities, LLC, Member FINRA/SIPC/MSRB, d/b/a Rice Financial Products Company. MSRB Rule G-17 requires an underwriter
to deal fairly at all times with both the municipal issuers and investors. The underwriter’s primary role is to purchase securities with a view to the
distribution of those securities in an arm’s length transaction. Unlike municipal advisors, an underwriter does not have a federal fiduciary duty to issuers
and is not required to act in the issuer’s best interests without regard to its own or other interests. An underwriter has a duty to purchase securities from
an issuer at a fair and reasonable price but must balance that duty to sell securities to investors at fair and reasonable prices. An underwriter reviews
official statements in accordance with, and as part of, its responsibilities to investors under federal securities laws.
Rice Financial is not acting as, or seeking to act as, your financial advisor or Municipal Advisor (as such term is defined in Section 975(e)) of the DoddFrank Wall Street Reform and Consumer Protection Act and as defined in Section 15B of the Exchange Act of 1934, as amended) and shall not have a
fiduciary duty to you in connection with the matters contemplated by these materials. In connection with any underwriting services contemplated herein,
Rice Financial would serve as a principal in an arm’s length commercial transactional relationship and would not serve as a financial advisor or Municipal
Advisor. You should consult your own financial and other advisors to the extent you deem appropriate. Rice Financial does not provide accounting, tax or
legal advice. Nothing in these materials represents an expressed or implied commitment by Rice Financial to act in any capacity. Any such commitments
to perform services would be set forth by a separate agreement.
For purposes of Section 15B of the Securities Exchange Act of 1934 (Rule 15Ba1 et seq.) (the “Municipal Advisor Rule”) relating to the registration of
municipal advisors, Rice Financial’s– Taxable Fixed Income Group does not provide any advice with respect to the investment of proceeds of municipal
securities or the brokerage of municipal escrow investments. Rice Financial’s – Taxable Fixed Income Group serves as your broker (or agent) and executes
orders solely upon your instruction. It is not our intention to serve as your municipal advisor, but to conduct arm’s-length commercial transactions with you.
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