Executive Summary:  
Bond Refunding Series 2003 & 2004
The current climate for bond interest rates has made it attractive to pursue the refinancing of two of the Warren County School District’s bond issues.
Facts:

· Series 2003


· Principal Balance
 $ 8,200,000

· Current period debt borrowed at bank qualified rates at or after call date 
· New Bond Issuance 
 $ 8,395,000

· Estimated one time savings to the District  $ 243,670  (PFM Series 2003  pg 10)
· Series 2004


· Principal Balance
 $ 5,665,000

· Current period debt borrowed at bank qualified rates at or after call date
· New Bond Issuance 
 $ 5,875,000

· Estimated one time savings to the District  $ 126,633  (PFM Series 2004  pg 13)
Impact Factors
· Bank Qualified Interest Rates slightly lower than Non-Bank Qualified Rates
· Debt ceiling per calendar year with Bank Qualified Rates


$ 10,000,000

· Debt ceiling per calendar year with Non-Bank Qualified Rates 

up to district  borrowing district capacity 
· Exception to $ 10,000,000 rule:
· Refund “Current Period Debt”
· Refund at or after the call date

· Original Bond issuance was borrowed at Bank Qualified Rates
· Difference between refunded principal and new bond principal reduces ceiling 
· Series 2003 new principal $ 8,395,000 existing principal $ 8,200,000 impact upon Limit ($ 195,000) pages 8-10 (PFM Series 2003)
· Series 2004 new principal $ 5,875,000 existing principal $ 5,665,000 impact upon Limit ($ 210,000) pages 11-13 (PFM Series 2004)
· Annual Bank Qualified Borrowing Limit $ 10,000,000 less refunding impact ($ 195,000) ($ 210,000) = $ 405,000
· Adjusted current year bank qualified borrowing limit $10,000,000 less ($ 405,000) = $ 9,595,000
Recommendation: That the Board of School Directors passes a resolution (non-binding) to pursue bond refunding of Series 2003 and Series 2004 Bonds. 
Please note that final approval of the refunding occurs on the day bids are taken by board motion. If the bids do not achieve an acceptable cost reduction the Board of School Directors is not obligated to accept the refunding.

Bond Refunding of 2 current period Bonds which were borrowed at Bank Qualified Rates
(Series 2003 for $8.395 Million and Series 2004 for $5.665 Million with estimated one time savings to the District between $350,000 and $400,000).
Clarification regarding the impact of refunding these series upon the districts ability to borrow additional funds in the same year
Borrowing limit $ 10,000,000 each calendar year at the bank qualified rate (which is the lowest rate) for example 4.5%
Amounts borrowed that exceed $ 10,000,000 are borrowed at a non-bank qualified rate for example.4.75%
An exception to the rule exists if refunded debt is “Current Period Debt” (at or after the call date) which was borrowed at bank qualified rates. Both Issues (Series 2003 and 2004 qualify for the exception) the only impact upon the $10,000,000 rule will be the difference between the refunded principal and the new principal.
Series 2003 new principal $ 8,395,000 existing principal $ 8,200,000 impact upon Limit (195,000) pages 8-10 of PFM handout
Series 2004 new principal $ 5,875,000 existing principal $ 5,665,000 impact upon Limit (210,000) pages 11-13 of PFM handout
Annual Bank Qualified Borrowing Limit $ 10,000,000 less refunding impact (195,000) (210,000) = $405,000
Adjusted annual bank qualified borrowing limit $10,000,000 less (405,000) = $ 9,595,000
Disclaimer: Scenarios were prepared by Public Financial Management, Inc. and are estimates only, Bond rates fluctuate and there is no guarantee that the estimates can be achieved
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