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To:   Robert J. O’Donnell 
 
From:  Randy L. Brown 
  Donna Watson 
 
RE:  NW Financial Group, LLC – Engagement Letter 
 
Date:  September 4, 2014 
 
 
Please find attached a copy of the engagement letter for your review between the district and 
NW Financial Group, LLC. The administration was authorized at the August 25, 2014 board 
meeting to contact NW Financial to secure an agreement to begin a working relationship as the 
district’s municipal advisor. The attached document is the result of that contact with NW 
Financial. 
 
The engagement letter includes the financial and service terms provided by NW Financial in 
their RFP, as reviewed by the interview team and with the board. The solicitor has reviewed the 
document. NW Financial has agreed to all comments from our solicitor. The terms of this 
agreement are consistent with those provided by the other firms who participated in our search 
process. 
 
The administration is seeking to begin the relationship with NW Financial immediately in order to 
gain their experience and expertise in our financing plan for current debt and the High School 
project financing. If the board is amenable to moving this item to action with a subsequent 
approval, administration expects NW Financial to be present at the September 22, 2014 
meeting for a discussion related to a possible refunding opportunity for our current debt. A 
refunding opportunity now would allow the district to approach the rating agency for a review of 
our bond rating. NW Financial also expects to begin discussions with the board in early October 
regarding the financing of our high school project. 

Randy L. Brown, Business Administrator 

131 West Nittany Avenue 

State College, PA 16801 

814-231-1021 

rlb21@scasd.org 
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August 26, 2014 
 
Randy L. Brown 
State College Area School District 
Business Administrator/Open Records Officer 
131 W Nittany Avenue 
State College, PA  16801 
 
Dear Randy:  
 
We are thrilled to present this engagement to provide financial advisory services to The State 
College Area School District (the “School District”). 
 
This engagement letter is intended to formalize our proposal dated as of July 3, 2014.  
 
This engagement consists of both planning and implementation to establish and enact an 
appropriate plan of finance for the District’s capital construction programs. NW Financial Group, 
LLC (the “Financial Advisor” or “NW”) will deliver the following scope of services.  
 
Section 1: Scope of Services 

 

• Review the credit position and capital capacity of the School District. Review management 
projections and feasibility studies, recent financial statements, and interim financial 
statements and operating data. 

• Review outstanding District debt and evaluate the potential for savings via refinancing.  

• Examine the District’s planned capital projects and the impact of the financing of these 
projects on the District’s budget. We will review existing and proposed PLANCON filings 
and understand the reimbursement implications inherent in your design and program. 

• Evaluate sources of external capital funding, including bank loans, private placement of tax-
exempt debt, and publicly issued debt.  Other structures include short-term notes, long-term 
bonds and issuance through other governmental agencies such as the State Public School 
Building Authority. The Financial Advisor will evaluate financing terms, structures, pricing, 
and all-in cost of each alternative. 

• Develop a credit package for rating agencies, insurers, letter-of-credit banks, and/or 
potential lenders/investors detailing the project, plan of finance, background on the School 
District, description of the funding sources for the School District, and recent audited 
financial information. NW will manage the overall rating agency process and prepare 
presentation materials. 

• Advise as options for selling debt securities (i.e., competitive, negotiated, private placement).   

• Attend all working group meetings and document sessions either in person or via telephone 
conference call.   

• On a competitive sale, assist Bond Counsel with the preparation of the bid specifications and 
bid forms for distribution to potential underwriters.  We will attend the public bid (in person 
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or via electronic bidding platform), verify the accuracy of the lowest bid, and consult the 
issuer in awarding the winning bid or rejecting all bids. 

• For a negotiated public or private sale of bonds, NW will prepare a request for proposals 
and assist with the evaluation of proposals received from investment bankers. 

• Prepare timetables, assign responsibilities, and monitor and coordinate the activities of the 
financing team. Conduct analysis regarding the structure of the financing, including:  security 
for the bonds, principal amortization, optional redemption features, and flow of funds. 

• Assist in the negotiation of terms and covenants that will preserve operating flexibility while 
addressing legitimate credit enhancer/lender/investor concerns. 

• Assist in the preparation of the preliminary and final official statements, and review 
additional legal documents. Provide advice on capital market conditions and trends as they 
may affect the preferred timing of any public bond sale, and advise on strategies to improve 
market receptivity, broaden bond distribution, and increase investor interest. 

• Throughout the financing process, NW will be available as needed to meet or confer with 
the School District officials to review the progress of the transaction, discuss alternative 
financing strategies, and explain technical issues of the financing.   We will provide written 
and oral presentations to the governing body as necessary and requested.  

• The Financial Advisor will assist Bond Counsel with the closing process for the bonds. 

 

Section 2: Compensation  
 

For financial advisory services rendered in connection with the sale of bonds and notes, NW 
Financial proposes to be compensated based on the following schedule:  
 
A. Notes: If requested to assist the District with the issuance of general obligation note(s) NW 
Financial proposes to be compensated a flat fee of $3,500 plus reasonable out of pocket 
expenses.  This amount shall be payable at the closing of the proposed note issuance.  NW 
Financial will not invoice unless the note transaction is finalized and closed. 

 
B. Bonds: For the issuance of general obligation bonds and or refunding bonds NW Financial 
proposes to be compensated .90 basis points or $.90/1000 with a minimum fee of $9,000 
and a maximum of $25,000 plus reasonable out of pocket expenses.  This amount shall be 
payable at the closing of the proposed new or refunding bond issuance.  NW Financial will 
not invoice unless the bond issuance is finalized and closed. Our fees for each of the 
example bond sizes are as follows: 

 

• $22,500 for $25 million, 

• $25,000 for $50 million, 

• $25,000 for $100 million. 
 
C. Consulting: For financial services provided at the request of the District that is not related 
to the planning for and issuance of bonds and notes, NW Financial will bill for its services 
based upon the hourly rates established below. NW will notify the District prior to beginning 
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any work if the requested services are deemed to be outside the scope of planning for the 
issuance of bonds and notes. 

 
 

Position     Hourly Rate ($/hour) 
Principal      $195 
Managing Director     $185 
Senior Vice President     $180 
Vice President      $170 
Analyst       $140 

 
 
 
D. Reimbursable Expenses: We will  invoice monthly for reasonable out of pocket expenses 
such as, but not limited to, mileage, phone, postage, fed ex, copies and travel associated with 
the project or financing as assigned by the District. Expenses billed will be at cost with the 
mileage rate at the IRS reimbursable rate at the time of the time. 

 
 

Section 3:  Additional Services 
 
The School District may require additional services not related to the planning and implementation 
of its financings.  Some of the potential additional services that we offer are: 
 
A. Lease Purchase Financings: NW Financial also assists school districts on lease purchase 
financings for capital equipment. Services provided by NW Financial include the preparation 
of bid solicitation documents, solicitation of the proposed lease to potential providers,  
review  and  analysis  to  determine  the  lowest  cost  bid,  and  assistance  to  local  counsel 
regarding the preparation of the lease agreement and closing the lease transaction. 
 

B. Investment Strategies and Portfolio Management: NW Financial has licensed 
professionals that have the ability to provide clients with the evaluation of cash flow 
management and investment strategies. NW Financial professionals have experience 
structuring bond proceed investment portfolios in order to determine the investment 
income that can be used to offset debt service payments in order to decrease the tax impact 
on taxpayers. 
 

C. Renewable Energy: Aging infrastructure and rising energy costs are straining the limited 
financial resources of school districts. NW Financial is assisting school districts with the 
financing of energy efficiency projects and improvements designed to maximize their energy 
budgets. 
 

D. Arbitrage Rebate Analysis 
 
Section 4:  Staffing 
 
Directing our engagement team with The School District will be Thomas K. Beckett, Senior Vice 
President. David Eckhart, Managing Director and Diana Geist, Managing Director and other 
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members of the NW staff will be available as needed to provide additional support.  Summaries of 
the professional backgrounds of the project team were provided in our response to your RFP. 
 
Section 5:  Termination 
 
The School District or the Financial Advisor may terminate this engagement with 30 days notice, in 
writing, to the other party.  The School District will be responsible for those hourly billings and 
expenses reasonably incurred to the date of termination including those of NW.  On such 
termination and payment, the School District shall have no further obligations hereunder.   
 
Section 6:  Enforceability 
 
This Agreement shall be governed by, enforced and construed in accordance with laws of The 
Commonwealth of Pennsylvania.  In connection with these matters, we will be acting solely as the 
financial advisor or consultant to the School District. All disputes between the parties are resolved 
in the Court of Common Pleas of Centre County. 
 
Section 7:  Acceptance 
 
The School District may indicate that it desires to proceed with the financial advisory engagement 
upon the terms set forth in this letter by executing one copy of this letter and returning it to the 
Financial Advisor. 
 
Very truly yours, 
 
NW Financial Group, LLC 
 
 
By: ____________________________________ 
 
 
This letter is accepted on ___________________ 
    (Date) 
 
 
THE STATE COLLEGE AREA SCHOOL DISTRICT  
 
 
By: ____________________________________ 
 
Title: ___________________________________ 
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