EXECUTIVE SUMMARY
FOR THE SHOREWOOD SCHOOL DISTRICT
SCHOOL BOARD

Topic. Debt Defeasance

Date: 12 June 2018

Prepared by: Patrick Miller

Board Policy Reference: OE-6 — Financial Administration

Recommended action: __ Information only
__ Presentation/discussion
_X_ Discussion/action by board of education
___ Presentation/action next meeting
Recommendation(s): Approve: Resolution Authorizing the Establishment of an Escrow Account
with Respect to Certain of the Taxable General Obligation Refunding Bonds, Series 2011, dated
July 19, 2011 and Taxable General Obligation Refunding Bonds, Series 2011A, dated September
27, 2011

Purpose: Officially accept the resolution to utilize $1,684,827 in 2017-18 debt service levy to pay
off a portion of the Bonds dated July 19, 2011 and September 27, 2011.

Background: Since 2012, the District has maintained a mill rate of $13.88. To accomplish this, the
District has levied funds in the Fund 39 Levy (referendum approved debt service) on an annual
basis for future prepayment of existing debt principle and interest. This approach is used by many
Wisconsin school districts to create a consistent impact to taxpayers.

As a result of this strategy, the District has accumulated a balance of approximately $3.2 million
in Fund 39. This balance can only be used to pay off existing Fund 39 debt or to offset future Fund
39 debt service levies. At this time, Administration is recommending that approximately
$1,684,827 be used to pay off existing debt, which represents the excess amount that the District
levied in 2017-18. By spending a portion of this balance now, the District will accomplish the
following:

e Position the District's current indebtedness to better support potential future projects with
minimal changes to the current mill rate.

e Reduce future interest cost. As shown on the attached analysis, the estimated reduction
in the future debt service levy due to savings in interest cost is approximately $454,947.

The District will continue to work with our Financial Advisors, PMA, to develop strategies as to
how to best spend down the remaining Fund 39 balance. As the District works on long range
planning, these funds may provide flexibility in managing the levy and mitigating the future tax
impact of any potential referendum initiatives.

Attachment(s): Preliminary Defeasance Analysis
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