FOOTHILL-DE ANZA COMMUNITY COLLEGE DISTRICT

Audit and Finance Agenda Item
Board Meeting Date:  5/31/12

Title of Item: Measure E, GO Bond Refunding Sale Update

Background and Analysis:

This was presented to the Board of Trustees at the May 7, 2012 meeting and is a closing
summary report of the March 2012 sale of the refunding general obligation bonds authorized by
passage of the district’s 1999 Measure E General Obligation Bond. The District successfully sold
$70.735 million refunding general obligation bonds producing present value savings of $10.5
million to District taxpayers.

Proceeds of the bonds will be used to pay for the refunding of portions of the District’s
outstanding 2002 General Obligation Refunding Bonds, and the advance refunding of a portion
of the District’s outstanding Election of 1999 General Obligation Bonds, Series B and C, and the
payment of costs of issuance of the Bonds. The net proceeds of the Bonds will be deposited into
an escrow fund and applied to pay the principal of and interest on the refunded bonds as they
become due and to pay redemption prices on the refunded bonds’ at their respective next
available redemption dates.

The refunding will reduce debt service through 2030 by an annual average of $689,308. These
savings will result in an annual tax rate reduction of $0.71/$100,000 of assessed value.
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e The District’s refunding of

Measure E General Obligation
bonds was extremely
successful, with the District
achieving significant savings
and once again achieving high
credit ratings

Morgan Stanley

- ]
2012 Refunding Opportunities

The District’s financing process began in Februzi§2, culminating in the
sale of GO refunding bonds on MarchH"2¥d a closing on May'3

The District’s credit ratings for its GO bonds waffirmed at Aaa from
Moody'’s Investors Service and AA from Standard &P®, among the
highest for any community college district in Caiifia

The GO bonds received strong investor demand, initilal orders of $199
million for the $71 million of bonds offered

By refinancing the $77.6 million in GO Bonds, thestrict captured debt
service savings that averages nearly $690,000 g@znythrough 2030

— Aggregate cash flow savings of $13.1 million
— Equivalent to $0.69 per $100,000 of FY2012 AssibSsduation

The District's tax rates for Measure E are nowqmted to average $11.81
per $100,000 of assessed value, comparing favotalthe District's
original projection of $14.00 per $100,000 of assédsvalue
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. . . . Rates declined
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The final pricing results very
closely matched the estimated
results discussed at the March
5t meeting

— Although rates rose slightly
since the March 6" meeting,
the District achieved results
almost identical to those
discussed with the Board in
March
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Summary of Refunding Results

Summary of Refunding Results
Final Pricing Results

Refunded Bonds

Par Amount
Average Coupon
Average Life
Series and Maturities
Refunded

Refunding Bonds

Par Amount

Premium
Total Proceeds
Arbitrage Yield
Escrow Yield
All-in TIC
Cost of Negative Arbitrage
PV Savings
PV Sav. as % of Ref. Par
Total Cash Flow Savings
Average Annual Savings

Reduction in Tax Rate

Results at 3/5 Meeting

Election of 1999, Series B: 2014, 2016
Election of 1999, Series C: 2016-2022

Final Financing Results

$77,605,000

11.0 Years

Series 2002: 2013-2030
Savings are driven by

refunding outstanding
debt with an average rate
of 4.94% with new debt
with a 3.07% interest rate

$69,800,000 $70,735,000
$12,206,191 $11,229,649
$82,006,191 $81,964,649
2.56% 2.56%
0.32% 0.38%
3.07%
$1,496,584 $1,452,514
$10,544,735 $10,578,564
13.59% 13.63%
$13,096,851 $13,096,919

$689,308 $689,312 Savings are passed on to
tax-payers in the form of
$0.69 / $100,000 of AV (_$0.69 / $100,000 of AV lower tax rates.
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Measure E Projected Debt Service and Savings

Comparison of Refunded Bonds and Refunding Bonds De bt Service Resulting Aggregate Debt Service for Measure E
Final Pricing Results Final Pricing Results
($ mm) ($ mm) ($/$100,000 of AV)
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Final Allotments by Investor Category

Asset Manager

Trust Company 33.5%
7.4%

Insurance Company
7.1% »

Direct Retail
10.3%

Bond Fund
41.6%

Retall vs. Institutional Participation

Institutional Investors
48.7%

Retail Investors and

Retail Conduits
51.3%

Morgan Stanley

Summary of Investor Distribution

Investor Distribution by Par Amount Allotted
Final Pricing Results

Investor Investor Type

Eaton Vance Mgmt Bond Fund

Goldman Sachs Asset Mgmt Asset Manager

Nuveen Asset Mgmt Bond Fund
Morgan Stanley Smith Barney Direct Retail
Franklin Fund Bond Fund

Boston Company Asset Mgmt Asset Manager

St. Paul Insurance Company Insurance Company
Northern Trust Company Trust Company
Goldman Sachs Private Client Svcs  Asset Manager
Strong Corneliuson Capital Mgmt Asset Manager
J.P. Morgan Investment Mgmt Asset Manager
Blackrock Bond Fund

Wilmington Trust Trust Company
Columbia Asset Mgmt Asset Manager
Bank One Trust Company Trust Company

Total
Retail Investors and Retail Conduits

Institutional Investors

Allotted
Amount

$12,365,000
10,015,000
8,805,000
7,300,000
7,010,000
5,600,000
5,000,000
3,865,000
2,775,000
2,675,000
2,000,000
1,275,000
1,000,000
650,000
400,000
$70,735,000



Foothill-De Anza Community
College District

Appendix A

Disclaimer

Morgan Stanley



Foothill-De Anza Community
College District

Morgan Stanley

DISCLAIMER

Disclaimer

This material was prepared by sales, trading, lman&i other non-research personnel of one of thewimg: Morgan Stanley & Co. Incorporated, Morgan
Stanley & Co. International plc, Morgan Stanley M&Securities Co., Ltd.,, Morgan Stanley Capital @prdnc. and/or Morgan Stanley Asia Limited
(together with their affiliates, hereinafter “Morg&tanley”). Unless otherwise indicated, the viéesein (if any) are the author's and may diffenirthose
of the Morgan Stanley Research Department or otheitee Firm. This information should be treateccasfidential and is being delivered to sophistidate
prospective investors in order to assist them terdg@ning whether they have an interest in the typmstruments described herein and is solelyirfternal
use.

This material does not provide investment adviceffar tax, regulatory, accounting or legal advidgy submitting this document to you, Morgan Stgrige
not advising you to take any particular action base the information, opinions or views containedhis document, and acceptance of such documéritewi
deemed by you acceptance of these conclusions. sWiould consult with your own municipal, financialccounting and legal advisors regarding the
information, opinions or views contained in thicdment. Unless stated otherwise, the material sedéherein has not been based on a considerdtamyo
individual client circumstances and as such shootdbe considered to be a personal recommendatidhis material was not intended or written toused,
and it cannot be used by any taxpayer, for theqaef avoiding penalties that may be imposed ertakpayer under U.S. federal tax laws. Each tgepa
should seek advice based on the taxpayer’s paaticircumstances from an independent tax advisor.

This material has been prepared for informatiorppses only and is not a solicitation of any offebtly or sell any security, commodity, futures cacit or
instrument or related derivative (hereinafter ‘fnstent”) or to participate in any trading strategyy such offer would be made only after a prospect
participant had completed its own independent itigaon of the instrument or trading strategy aadeived all information it required to make itsrow
investment decision, including, where applicablee@iew of any prospectus, prospectus supplemdferireg circular or memorandum describing such
instrument or trading strategy. That informationwd supersede this material and contain informatiot contained herein and to which prospective
participants are referred. |If this material isngedistributed in connection with or in advancetta# issuance of asset backed securities, informétioein
regarding any assets backing any such securitirsedes all prior information regarding such assehless otherwise specifically indicated, albimation

in these materials with respect to any third panity not affiliated with Morgan Stanley has bgeovided by, and is the sole responsibility of, istiaird
party and has not been independently verified bygdo Stanley or its affiliates or any other indeget third party. We have no obligation to tell ywobien
information herein is stale or may change. We makexpress or implied representation or warraritii vespect to the accuracy or completeness of this
material, nor are we obligated to provide updatédriation on the instruments mentioned herein.Haurtwe disclaim any and all liability relating ttois
material.

To the extent any prices or price levels are ndtegl; are for informational purposes only and areimended for use by third parties, and are indiesas of
the date shown and are not a commitment by Morgamey to trade at any price.

This material may have been prepared by or in cmtijon with Morgan Stanley trading desks that meslds principal in or own or act as market maker or
liquidity provider for the instruments or issuergmtioned herein and may also seek to advise issfesach instruments. Where you provide us with
information relating to your order or proposed saction (“Information”), we may use that Informatito facilitate the execution of your orders or
transactions, in managing our market making, atbenterparty facilitation activities or otherwisedarrying out our legitimate business (which magfude,

but is not limited to, hedging a risk or otherwigaiting the risks to which we are exposed). Ceuparty facilitation activities may include, withou
limitation, us taking a principal position in ratat to providing counterparties with quotes or ast of the ongoing management of inventories used t
facilitate counterparties. Where we commit our tpn relation to either ongoing management ofeimories used to facilitate clients, or in relation
providing you with quotes we may make use of thédrimation to enter into transactions that subsetiyiemable us to facilitate clients on terms that a
competitive in the prevailing market conditionsTrading desk materials are not independent of tioprietary interests of Morgan Stanley, which may
conflict with your interests. Morgan Stanley mésogperform or seek to perform investment bankemnyises for the issuers of instruments mentionediher
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Disclaimer (cont’d)

Any securities referred to in this material may have been registered under the U.S. Securitie®fAt®33, as amended, and, if not, may not be affere
sold absent an exemption therefrom. In relatioartp member state of the European Economic Areapsppctus may not have been published pursuant to
measures implementing the Prospectus Directive3(ZQ0EC) and any securities referred to herein matybe offered in circumstances that would require
such publication. Recipients are required to cormptir any legal or contractual restrictions on thrirchase, holding, sale, exercise of rights ofoperance

of obligations under any instrument or otherwispligpble to any transaction. In addition, a seespdnarket may not exist for certain of the instems
referenced herein.

The securities, commodities, futures or other umsnts (or related derivatives) discussed in tragenial may not be suitable or appropriate foiralestors.

This material has been prepared and issued by Mdsganley for distribution to market professionatsl énstitutional investor clients only. This maggri
does not provide individually tailored investmedvige or offer tax, regulatory, accounting or legdvice. Prior to entering into any proposed taatien,

recipients should determine, in consultation witbitt own investment, legal, tax, regulatory andaating advisors, the economic risks and meritsyelbas

the legal, tax, regulatory and accounting charesties and consequences, of the transaction. ¥ould consider this material among other factonnaking

an investment decision.

Options and futures are not for everyone. Befarechmsing or writing options, investors should ustind the nature and extent of their rights and
obligations and be aware of the risks involvedluding the risks pertaining to the business andrfaial condition of the issuer and the underlyimgtiument.
For Morgan Stanley customers who are purchasingvriting exchange-traded options, please review phelication ‘Characteristics and Risks of
Standardized Options,” which is available from yaacount representative.

The value of and income from investments may vagabse of changes in interest rates, foreign egeheates, default rates, prepayment rates, sesyriti
prices of instruments or securities, market indepggrational or financial conditions of companiesther factors. There may be time limitationstba
exercise of options or other rights in instrumefusrelated derivatives) transactions. Past peréoice is not necessarily a guide to future perfooman
Estimates of future performance are based on asgmapthat may not be realized. Actual events ré#fer from those assumed and changes to any
assumptions may have a material impact on any gifojes or estimates. Other events not taken intmunt may occur and may significantly affect the
projections or estimates. Certain assumptions hase been made for modeling purposes only to siyngiie presentation and/or calculation of any
projections or estimates, and Morgan Stanley doésapresent that any such assumptions will refietwial future events or that all assumptions Hmeasn
considered or stated. Accordingly, there can basswarance that estimated returns or projectiothd&irealized or that actual returns or perfornearesults

will not materially differ from those estimated b&r. Some of the information contained in this doeat may be aggregated data of transactions extbyte
Morgan Stanley that has been compiled so as ridettify the underlying transactions of any parcicustomer.

Notwithstanding anything herein to the contrary, rlyém Stanley and each recipient hereof agree hiegt (|and their employees, representatives, and othe
agents) may disclose to any and all persons, withmitation of any kind from the commencement @adissions, the U.S. federal and state income tax
treatment and tax structure of the transactionadinehaterials of any kind (including opinions or ethtax analyses) that are provided to it relatinghetax
treatment and tax structure. For this purpose,staicture” is limited to facts relevant to theSUfederal and state income tax treatment of Hresérction and
does not include information relating to the idgnaf the parties, their affiliates, agents or advs

This information is not intended to be provideditml may not be used by any person or entity injagdiction where the provision or use thereof \tooe
contrary to applicable laws, rules or regulations.

This communication is directed in the UK to thosesons who are eligible counterparties or profesdiolients and must not be acted on or relied upon
retail clients (each as defined in the UK Finan8iatvices Authority’s rules).

This information is being disseminated in Hong KdiygMorgan Stanley Asia Limited and is intendedgdaofessional investors (as defined in the Se@sriti
and Futures Ordinance) and is not directed at tihdiqoof Hong Kong.
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Disclaimer (cont’d)

This information is being disseminated in SingagmyeéViorgan Stanley Asia (Singapore) Pte. This imiation has not been registered as a prospectus with
the Monetary Authority of Singapore. Accordingliijg information and any other document or mateénialonnection with the offer or sale, or invitatitor
subscription or purchase, of this security maybetirculated or distributed, nor may this secubigyoffered or sold, or be made the subject of aitation

for subscription or purchase, whether directlyratiiectly, to persons in Singapore other than (&rianstitutional investor under Section 274 of 8eeurities

and Futures Act, Chapter 289 of Singapore (the “BFHH) to a relevant person pursuant to Sectidgib@) of the SFA, or any person pursuant to Section
275(1A) of the SFA, and in accordance with the diorts, specified in Section 275 of the SFA or)(itherwise pursuant to, and in accordance with the
conditions of, any other applicable provision af BFA. Any offering of this security in Singaporewld be through Morgan Stanley Asia (Singapore) &te
entity regulated by the Monetary Authority of Sipgee.

This information is being disseminated in JaparMoygan Stanley MUFG Securities Co., Ltd., Any sétes referred to herein may not have been and/or
will not be registered under the Financial InstratseExchange Law of Japan (Law No. 25 of 1948,rasraled, hereinafter referred to as the “Financial
Instruments Exchange Law of Japan”). Such secsinitiay not be offered, sold or transferred, direotlyndirectly, to or for the benefit of any resndef
Japan unless pursuant to an exemption from thetration requirements of, and otherwise in compkawith the Financial Instruments Exchange Law and
other relevant laws and regulations of Japan. &sl urs this paragraph, “resident of Japan” meanspangon resident in Japan, including any corporation
other entity organized or engaged in business uthdetaws of Japan. If you reside in Japan, pleas¢act Morgan Stanley MUFG Securities for further
details at +613-5424-5000.

This information is distributed in Australia by Mg@mn Stanley Australia Limited A.B.N. 67 003 734 5f6lder of Australian financial services license.N
233742, which accepts responsibility for its cotgeand arranges for it to be provided to poteri@hts. In Australia, this report, and any acdess, is
intended only for "wholesale clients" within the anéng of the Australian Corporations Act.

For additional information, research reports angdrtant disclosures see https://secure.ms.coméstgl The trademarks and service marks contained
herein are the property of their respective owneFhird-party data providers make no warrantiesempresentations of any kind relating to the acgyrac
completeness, or timeliness of the data they peoaitl shall not have liability for any damagesrof kind relating to such data.

This material may not be redistributed without phier written consent of Morgan Stanley.

© 2012 Morgan Stanley 10
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