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Executive Summary

Existing and Authorized-But-Unissued Debt
As of February 2018 the Town has outstanding gross tax-supported debt in the principal amount of $28,165,433, not including sewer
debt paid from assessments. Authorized-but-unissued debt totals $13,786,266.

Proposed Debt Issuance Plan

Actual and proposed capital projects for fiscal years ending 2019 through 2023 total $22,600,000.

Remaining
Authorized Capital Needs Total
But Not Issued From CIP Needs
Year 1 - FY 2018-19 $ 11,528,688 722,122 $ 12,250,810
Year 2 - FY 2019-20 2,053,751 1,976,800 4,030,551
Year 3 - FY 2020-21 0 996,060 996,060
Year 4 - FY 2021-22 0 4,012,000 4,012,000
Year 5 - FY 2022-23 203,827 1,110,325 1,314,152
$ 13,786,266 $ 8,817,307 $ 22,603,573

YEAR 1
YEAR 2
YEAR 3
YEAR 4
YEAR 5

Amount Issued

$ 8,600,000
7,000,000
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$ 22,600,000

Issue Bonds & $3,650,000 BANs
Issue BANs

Issue Bonds

Issue BANs

Issue Bonds

Total amount permanently financed
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Long-term Interest Rates — Past 50 Years

Ten Year U.S. Treasury Yield - January 1, 1968 to February 1, 2018
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Long-term Interest Rates — Over the Past Year

10-Year U.S. Treasury Yield — 1/1/2017 to February 7, 2018
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Short-term Interest Rates
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Town Ratings
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Major Rating Assessment Categories

1) Management Practices — 25%

- Fiscal Discipline and Ability to Plan, Monitor and
Manage Government Finances

2) Economy & Demographics — 30%

- Unemployment Rate, Housing Values

3) Financial Performance — 25%
- Fund Balance Levels & Budgetary Discipline

4) Debt Management — 10%
- Debt % of Budget, Debt % of Grand List
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Existing Debt Service

The Town’s existing debt service peaks in FY 2017-18 and then decreases each year. That decrease will mitigate

the impact of the new debt that will be issued for the Capital Improvement Program.
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The Proposed Debt Issuance Plan makes the following assumptions:

Bonds issues to be issued at a rate of 3.00% and increasing 0.25% for subsequent issues.
Current Bond rates for Tolland are at 2.85%
Growth in the grand list was assumed at 0.75% per year
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Summary Points

e Tax Reform Act effective January 1, 2018 has negatively impacted the municipal bond market. SALT
deduction is capped at $10,000, corporate tax rates are cut resulting in less demand for tax-exempt
securities.

e Advance Refinancing have been eliminated which reduces ability to save on debt service or to
restructure existing debt service.

e Federal Reserve has started to raise short-term interest rates and they are expected to continue to
increase short-term rates three or four times in 2018.

e Long-term rates are still very low from an historic perspective but have increased since the election,
and especially the past few weeks.

e The Town has $4,810,000 of BANs that mature in May 2018. The Town is planning on issuing Bonds
& BANs in May 2018. Expected Bond rate is 3.00% and BAN rate is 1.75%.

e The Town has above average bond ratings: S&P & Fitch both rate the Town “AAA”. These highest
possible ratings will allow the Town to borrow at the lowest possible rate

e Some factors mentioned in the recent S&P and Fitch reports that justify the AAA ratings include: Very
Strong Management Practices, Strong Budget Flexibility and Liquidity and Limited Pension and
OPEB liabilities.

e The Town has numerous formalized policies including: Fund Balance, Debt Service and Capital
Improvement.

e The Town’s existing debt service amortizes aggressively.
e This aggressive debt amortization will help mitigate the impact of the proposed new debt.

e Structured appropriately - the Town'’s CIP totaling about $22,600,000 will have minimal impact on the
Town’s existing annual debt requirements.
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Town of Tolland, Connecticut
Existing & Proposed Debt Service
November 2017
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08| 30000 5700 38570 35000 | 89480 4assed| | | 00| esm| | o] 113i00| 40300] 295,380 | 1,230,360 | 1et6080 | 4550000 0
w1 - -l 35000 78278 433278 . -| 20000 8350 20000 | 103675 | 39367 | 265473 | 1200473 | 1200478 | 4550000 0
2038 35000 | 67095 422085 . -| 0000 7420 o] moowo| eazs0| 34250 935000 235585 170885| | 1170585] 48000 0
2038 N w00 | sefs| aogis| - | o] e4se0 T | mooo| ems| wms| emon| 5| 1106 |t oess| 4550000 0
|20d0] - S55000( 44730 399730 . | 2000|  esee0 -] as0000| 75400 | 35400| a5000| 175810 1110810 -] t10s10] 4ss000) 0
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