To: School Board
Bili Gronseth, Superintendent

From: Douglas A. Hasler, CFO () A
Date: June 8, 2017
Re: Proposed Resolution on Long Range Facilities Plan Debt

I have reviewed the proposed resolution on Long Range Fagilities Plan (“LRFP”) Debt, and !
wanted to share my thoughts with you.

This resolution advocates for the refunding of all existing LRFP bond issues to achieve savings
on future debt payments, and to shift debt payments for all refunded bonds to the Debt Service
levy. Achieving cost savings through a bond refunding is a goal | agree with, and one | have
pursued in my past experience as a school business official. Further, 1SD 709 has recent
experience of approving refundings, one each in 2015 and 2016, which generated net cost
savings of $8,669,502. As a result of these two refundings, property tax levies paid by Duluth
taxpayers will be reduced in an amount equal to this savings amount.

Full consideration of the proposed resolution should include recognition of the legal and
conitractual constraints associated with a plan to refund all existing LRFP bond issues, with all
future debt payments shifted to the Debt Service levy, and, secondly, an assessment of the
potential savings that such a refunding would generate.

Legal/Contractual Limitations

The plan to refund all LRFP bond issues, and shift future debt payments fo the Debt Service
levy is subject to a number of legal, and contractual restrictions which fimit our authority to do
such a refunding, make it more expensive, or restrict our authority to shift debt payments to the
Debt Service levy. Included among, but not limited to, those restrictions are the following:

= Minnesota statutory restrictions
o Requirement that an advance refunding must achieve at least 3% net present
value savings;
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o Requirement that three of our Certificates of Participation bond series be paid out
of General Fund revenues

o These restrictions may, or may not be, subject to change by the Minnesota
legislature with assistance from local legislators

= Federal law/subsidy

o After a municipal bond issue has been refunded once, any subsequent refunding
of that bond issue loses its tax exemption under federal law, which would resuit
in higher interest rates on the taxable bond issue (two of our existing bond issues
are refundings)

o One of our bond issues qualifies for a federal tax subsidy, which reduces our
debt payment costs. This federal reimbursement which will total $6,400,000 from
now to the retirement of these bonds in 2028 would be lost if these bonds were
refunded

o Securing changes in federal law to address our circumstances is unlikely

e Contractual limitations

o Bond hoiders who have purchased our bonds have contractual rights, including
the right to hold the bond, and receive agreed upon interest payments, at least
until the specified “call date” when the bond may be redeemed

o The call dates for existing LRFP debt issues ranges from as early as February
2019 to February 2027

o Bond interest payments due prior to the call date are not subject to change, even
if an advance refunding was completed

o There is no means to alter the contractual righis that bond holders have with
respect to the call date on bonds that they own

Debt Costs for a Full Refunding

Before seeking legislative action to remove any legal obstacles to the plan to refund all LRFP
bond issues, it is important that we understand what cost savings potential such a plan
promises. | requested that Steve Pumper from PMA Financial prepare an analysis of debt
payments for a 20-year refunding bond issue.

For the purposes of this analysis, | asked Mr. Pumper to assume that there was no Minnesota
statutory restriction requiring that an advance refunding generate at least 3% net present value
savings, to assume that all bonds could be refunded immediately and are not subject to call
dates, and to not take into account that refundings of our existing refunding bond issues wouid
lose their tax-exempt status under federal tax law. These are simplifying, though not realistic
assumptions which allow for a simpler analysis of a proposed refunding. These assumptions

Busingss Services 215 N, First Avenus East  Duluth, MN 85802 - P: 218.336.8704 B 218.336.8773 = Pulblic Schools




EFI~IBIE “BIUBULIOLIN S JUALOIULLG Y “AgsBalu) U1 oM |
02 oy sLzLd MM

YW ZL0Z &

O0LTES6TS LSTBIOLS FrFP19°TCS
[{:2kek AFLDIDUY LONMGHIUST asyalalyg
PUt] (22U >\>u\~ PN
LSIyTSTES [ LYL 19LSLTS 0L
05T TIE'9IS BEEFTYIS PEE9RLCTS LE07
FOTLIP'91% 867°7T9'TS LOG'65L'CT sz
1S91E1S B11'579°28 E1568L01S SE8T PSTFIFSPS QUUSLUSE  TETTELES  O00'STETS [El6'pie'es QUD'SLO'Lis
LPO'Tir'oLs SThEEy'cs 919°88L €S PEOT N : i i
SEETIFOLS 9%0°CT9TE 668684 E1% TEGT
BILOTH 91T EZ6'Y29°ZS SOFSSLT IS 7507 0S1°PRES 051'7ZS QO00IPS €0 1507
SEIZIE'91S LIV PIYES TSP LALIEIS I£6T $96° (1818 B3H9FS DOOSEPS 02 0507
LPYCIEDIS 9TL'TTYTY LTHRRLIELS €67 £59°715°es 8£0'695 BOOOTFS $HESS OIS D0S'8EES QOD'0LLTS | 80T 6TOT
PIFEIFOIS §16'ET9TH S0SGBLETE 6207 $RL°66F S 00000FS 366°63 GO0°S0TS USL'69ZS  000°STY'TS | 6TOT  BTOT
FRCTIFYIS 166F29°C ELLULBLELS 8707 995°08FES 000'S8ES REFFIS HO0'00TS QUETIZES  OOO0GF'TS [ STOT LT
£E5°F1H91S 148°529° TOYBRLELS L2027 018 19 e 0000LES SLLRIS BOU'S68 GOT'SEPS  0OO'SOL'TS  [LIVT  9T0Z
POE 1918 £CLITH TS 8L ETS 9707 ey vais 000°55€8 {79278 G00°068 180°08$3  OOO'SYI'ZS  [9T0T ST
965 GOE' YIS PETETHTS TOTORLETY S70Z E8YCTPES OO0 DEES 819978 000" 068 GIFIL98  000'SEITS  |STNT  pI6T
ESIF LY ELYSTYTS STLOLEIS PIOT 1980+ (% OB'0EES [t 000'S8s 9ST'SSLE  DOO'DER'TS | PIDT £T0E
SOETTROLS GITHTYTS GE8OFLEIS £707 B19°e68"cs 6O0'07ES 057 €8 000°08S YSS'TERS  BOU'GEETIS | €TOT  IT0T
999° L T 018 HT'rre'es S9PLEL'EIS T SBG'BREES GLHOTES [ER RN 9SE'G06S  D00'SE(S | TTOT  iZoT
P RSHTYE LH0BELELS 4124 SESPLESE BO000ES 099° 68 Q00°5LS GET'LLES  00O'S9LYS FITOT oTuT
TrEBOF91S L61°72Y'L SILLSLCES ke SELILE'ES 695°678 GBBETS 099°ZrS OB0°LS OCLUFRIIS  D000EY IS [0T0T  6roT
TORTIF91S TELITHTS 0200RL LTS 6107 SEFOLEEY GHLOFTS VOU'SRTS BIISHS D00'0LS 9SE'GOITTS DOO'NTYES | 610 BT6T
BILIIFS1S SUT'ETYIS £OE08LIETS 107 SEOTILE'ES 69L°1528 000'$LTS 095 LFS DODOLS 95L LTS 000'6SSTS | RINT LluT
A
(edpautsg THennqunEey 1820930 Tediaang 18342101 fedoig 1831230 ) fadpuLeg AL AEIK £ed
LY TZO T8 DOO'GLY'EES LEIOFSLEIS ma@ﬁ_ﬁw_o pun,f sy Anoy
B [e2UDLY [EF0F,
{+dg gs1+} WOAN] AH
usynAegd pUILg [R4212)  aNAIRE JGN]
L1/1/54050 SEV D VIO IO IR[EA PoRINY 1 yasepy | goEp 1 o Suanjupy
LLIBi.J0 sE Sagey 1z 10750 B/ BLILEY aeg ([ED
o] Supuasing v BOUOPE9S DOU'S09° 1S o000k sEs owy arg
spuog 1834 g TULT0 G110/ GO0 BIIEQ
sisAjeuy Supungey HTIOT 46107 H600T sarg
uoyrdiolmg Jo sowagiie) | uonediaweg 10 smexie) | uonedionik 10 wieagumy ELET

PULY [BI31D)

C0ELETESTS PSETEROS OFYCOLLOS  RITLLYRAIS 859456 (L8 BOUPSETBLE  1606F'SSEBES DOUSILEPS [ULS668°RS PECTEFOS  000T0ICESS [867°LEIS  000°SEPES

GYETS[FLIS PELTEES £05'E55°58 OpYIELIITE 006°[8ES 000700668 G50'PS LY OOO'SEL'SE  |9657SE1TS ROM'POSTS 008'F1S 000'0LES 0P8'05ES PELTTIS  DOG'EST9S a0 Loz
PTE019'97S FSL9LTS SEFRET'ES  DPTSSTITS 005°E5LE 0005 1E°68 0sL'enes 000°066'FS  |OTI'OLE IS 038'R0ETS 00T'67S QO0'09ES  fOrrioLos PSLOTES  DOD'OTE'SS L30T 90T
1LE950°978 F65THES SLTO9S'SE  069'RE80TS 05898118 000°594'8% 008°$T4$ OH0LEYS  [ITLPOLTS  GLTSIETS 000°EKS COO'SKRES CTR8L6S PESTYES  000°009°SS 902 sTeT
90T TOTFTS H06'01S RS ST 801706518 000'590'8$ 0057198 000'SLO'PE  [RLT'SS6S  TTL66HS 00b'95E OOUSEES OPLGSTIS  GOGOPES  D00'00E'SS S20Y  pIOT
946" LPE'ELS POETECS SOTOVSSS  SLOLTERIE 001°796°1§ 00U OV LS 0O1°THLE GOU'06FPE  FOVPOLLS  095'ESTIS £96°99% 0O0'STES CI0BISIE POEIESS  DOOGINSE PTOT  ETOT
7T8LE6'TTS 740198 CERFPSES {LOPOO'RIS 05850¢°T8 000'598°9% 0S8500°18  GDO'SLTFE  |09UIL9S  opEsTels 00T LLS ap0e's s CTITNIS  CRLOI9S DODORLYS £70T  TTOT
SFELSH'TTS SBE'LGIS OER'8FSISS QOEORSLIY G5B ITHEE [HE LR 009°60T'1 GBOTSLO'PE  |SOT'IPSS  ces'erTiis 0SE'98S BOG°S0CS O01'E66'IS CRTLEVS  O00SBYS TI0T [T
GEY'BLE'1TS BG189LE 0BLLYSSS RESGETOLE BO6'66L'TE O00°5E6" 5% 009'EOP' IS OOU088'CS  [959°REEE pRCOESS 00%' 668 o00'56e8 BEL'FEETE  RSE'9RLS OOUSPTFS 107 0Bt
LEGPEGOTS 0RR'7ERS BOF'TES'SS BOISIEEIS 00L'996'2E 000709553 DOEST IS DDOSELES 0546018 G00°58¢8 SEOGLETS  ORBTEBS  000'0ZTOFS VT 60T
O8ECSLGIS 8887688 GIELE%'sE goe'san'sls 00L7771'e 0O0°007'sS 0OULGY TS 000'S09'ES 051 TIIS 000'eses SOI1S5°Z8  888'7683  000'0IRES SEOL  BI0T
SEYRYF IS ShL6F6S LE6°0LESE  BErLpR'RIS 005°897°E 000°098'YS 0STR49° 1S 000'CLS GOF'OTIS  000'SLTS 8SS°E1LTS SEL'GRES  0OG'DINES  |00FLEIS  0OD'SEY'ES  [8EGT  LINT

Lo srg JEIEIS ZNGRHEY G o] NGEaE LI Edpung F82.00U] jedatig 18323)1] aneA GUmiely [15s49puf [echzupg 293.E3N) psqng  (edeuigg [ELETSi wdposg 2ed )} dmag Aeg

1oy teiapag BFGE %001 Feaapsd gl aag

BT %601 ST %501 AN %00k BB 24001 ST B0 QAT %501

AAT 3DIAIIT JYA(] [210 ] [ Asznugad { Arenigod 1 Amugag T AdBtisgay] 1 Adetiqay 1 Azensga Gramew
9T/LOIED STHWTH TTIHTD G/ 1GZ0 G100 [T 3Eq e
000505288 DOUDLEPrS STHOOSTIS 000'000°5% DO0DLITTLS 000'SET'655 FEROWRY fe g
pIFEAT STALFD TIALLR0 0810701 6O/10/0T BO/S1/L0 ey
¥1a7 gs107 VTIgT 20007 Vo0dT bl £log
(43007} 840D Wiy, [nf Suipunsy spuog Supayo Oy 400 woHussiddy [erdey | uotedisiiaeg Jo smralpnian SPUOLL E0IDULY DA SO0 SjuBxe] ST HY " anss|

331A13% 1Y

ejosautily “(WININg) 604 "ON J9EISIG [004og Juspuadapuy



LSTBINLS 0IFZ8PTSS PEIFI ST PEFPIOTTE LYPLI9LGLTS 0L LpI'eces 2)10],

9EEPTYTS 9EEPTILS 08 PSEORLIELS PEEORLETS . 0% LEOT
26T7T9°T8 B6TTTHTE 0% LUG'6BLELS LOG'63L°ETS 08 9E07
RT1°5T9°TS BII'STHIS 08 £15°68L°¢C18 CIC6RL'ETS 0% Lot
STFETYIS STY'EC9TS 03 O19°R8LELS S19'88L°E 1S 0% +E6Z
980°€LY TS 980ETITS 0% 668°68L°C1% G6R'6RL'ELS 0% (27114
CLLOPITS £E6'PT9TS 051 8PS YOFCHLELS SOF'SRLELS 0$ 474
LY TE1TS LOVFTI'TS 286 18PS TE9ULBLEIS TSY'LRLELS 08§ 1€07
(LT Dess) 9TTLTH'TS €695 1ZH'88L°E1S 1Z'88L°ELS 0% 9£07
{5E°5LR8) 216'€79°TS SRTGEYES 05684 €18 S0S°68L°E18 04 6THT
{¢15'558%) [66'779°TS 995°08F ¢ % (L& FRE'EIE) ELELBLETS GPETSILTS 8THL
{6Ea'sE8%} [L8'529°28 018 rov'eg {zor'zeaEly) TO9'RRLEIS $T6'015°074 LE0T
{027'218%) £CLT1Z9°TS T BE'ES (0£2'997719) 1P9'68L°CIS 128°950°973 970t
(158'z0%8} PET'EE9°TS SRESTH'ES (8515018} 295°98L°¢ 1% 90T TOTKIS ST
{(R€6'78L8) £L9°5TOTS D19°R0F'ES (BPL155°6%) 8TTV6LEIS 9L6°1TEETS aird
(Z6E'6948) G1TPEYTE $19°€6<°ES {z26's07'5%) 068°98L'E1S TI8'C66'CTS fora:r4
($8LF0L%) [{irarray $R6°88¢°cS {630°6L9°8%) SOPLBLIELY SHELSETZS IO
(E00'05L8; ERSPTOTH S PLECS {LSF' 6T LE) 00°B8LCLS ESFBLOTZS §702
(GLY'6YLS) LOTTTOTS SBLILE'ES (Z16'97T94) SILLBLELS LT9'PL0°028 0THT
(p1L'ewLs) TTLYTOLS SEFOLEES (00£%96'5%) 080°984°F1% O8L°0SL 6% 31114
lozg'svis) SOTSTI'TS SROTILE'EY (261°289°5%) CEF08L°C1S SEOROTGTS 80T
AMRENY EHLe ] SuEIndIRa0 PRUCREHEL]) VOIS 3014525 193 Wcmmuw:ﬂa.& .ﬁ}ﬂd DIEALIE 1A NILImy AA
Pun.f [BI3EIDG uﬁmm:.:—m@vw Py (el jgeaan)
PUB JBI2UILG ID1AIRG 3G

LE/1/8 30 82 SHYD) VIIHT IO 0[EA PHI0Y
L176/9 30 su saqey
R BmpImSInG 1Y
SPUOL ¥ oy
sISAfeuy Burpungoy

W ‘gHL "ON PIAsI( [ooyag juopuadapu]



