
Managing Debt After the Bonds are Issued 
A Guide to Post Issuance Compliance

WASBO Spring Conference, May 21, 2021



2

Jeff Seeley

• Senior Municipal Advisor serving both WI and MN school districts. School Business Official 
in WI and MN prior to joining Ehlers.

Jerry Dudzik

• Senior Municipal Advisor serving WI school districts.  Former Wisconsin School Business 
Official. Nearly a decade serving as a municipal advisor to Wisconsin school districts.

Tami Olszewski

• Senior Investment Advisor supporting clients and investment professionals to implement 
strategies for bond proceeds or general fund investing.

Introductions



Quick Recap:
Debt 101
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• Issuer – School District

• Municipal Advisor

• Bond Counsel

• Disclosure Counsel

• Purchaser- Underwriter/Broker-Dealer

• Rating Agency

• Third Party Service Providers

• Paying Agent

• Investment Advisor

• Arbitrage Advisor

• Escrow Agent

• CPA Verification

• Trustee

Key Players
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Issuing Debt



Post Issuance:
Debt Management
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• Adopt Policies & Procedures 

• Maintain adequate and updated disclosure

• Ensure Arbitrage compliance 

• Manage Construction Fund and Debt Service Fund

• Policies related to future debt issuance

Post-Issuance Compliance
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Primary Disclosure

• Before and during issuance

Secondary (Continuing) Disclosure

• After issuance and while bonds outstanding

Disclosure
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• Official Statement (OS):

 Review Official Statement

 Perform Due Diligence

 Sign Certificates

 Disclosure Counsel

Primary Disclosure
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• Written agreement with underwriter
• Requires filing of certain information and event notices 

within specified time frames
• Filing requirements

SEC Requires 
Continuing Disclosure 

Agreement (CDA):

• Municipal issuers provide ongoing information
• Ensure market transparency
• Ensure properly priced bonds

Purpose

Continuing Disclosure
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• Issues < $1 million
• Private placement Exempt

• Outstanding debt < $10 million
• Audited financial statements
• Event Notices

Limited Disclosure

• Outstanding debt > $10 million
• Audited financial statements
• Annual financial information and operating data
• Event notices

Full Disclosure

Continuing Disclosure
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• Principal and interest payment delinquencies

• Non-Payment related defaults

• Unscheduled draws on debt reserves, reflecting financial 
difficulties

• Unscheduled draws on credit enhancements, reflecting 
financial difficulties

• Substitution of credit or liquidity providers

• Events affecting the tax-exempt status of securities

• Modifications to the rights of security holders

• Securities calls, if material, and tender offers

• Defeasances

• Release, substitution or sale of property securing 
repayment of securities

• Rating changes

• Bankruptcy, insolvency, receivership or similar event 

• Merger, acquisition or sale of all issuer assets

• Appointment of a successor or additional trustee or the 
change of trustee name

• Incurrence of a financial obligation, if material, or 
agreement to covenants, events of default, remedies, 
priority rights, or other similar terms of a financial 
obligation, any of which affect security holders, if material

• Default, event of acceleration, termination event, 
modification of terms, or other similar events under the 
terms of a financial obligation, any of which reflect financial 
difficulties

Continuing Disclosure – Event Notices

Event Notices must be filed within 10 business days of occurrence
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Continuing Disclosure-EMMA

http://emma.msrb.org/

http://emma.msrb.org/


Post Issuance:
Investments
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• Investment Policy

 Acts as your roadmap 

 Ensure legal & regulatory 
requirements are defined 

 Fair market value bids are received

 Your objectives are defined

• Objectives

1. Safety of Principal

2. Liquidity

3. Yield

 Maximize investment earnings

– Reduce bond size – tax savings

– Apply toward project – added funds

Investment of Bond Proceeds
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• Examples Include:

 Brokered & local time deposits (Certificates of Deposit)

 Securities issued or guaranteed by federal government, its commission, board 
or other instrumentality

 Bonds or securities of WI municipalities

 Bank repurchase agreements

 Money market funds

 All other securities must mature no more than 7 years from acquisition & carry 
minimum “A” credit rating

WI Permissible Investments 66.0603
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• Build into Debt Plan
• Plan for Investment EarningsCash Forecasting:

• Permissible Investments
• Arbitrage

Maintain 
Compliance:

• Ensure Funds are Available as Needed
Construction Draw 

Schedule

Investment of Bond Proceeds
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Analyze & construct cash 
forecast to support project cash 

flow needs

Develop optimal investment 
strategy between Municipal 

Advisor, District & Construction 
Company

Investments are purchased 
based on strategy in accordance 

with state statute

Portfolio is monitored to meet 
arbitrage spending & to 

enhance earnings

Investments mature & are 
disbursed in accordance with 

construction draw needs

Roadmap for Investing Bond Proceeds
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Prohibit abuse associated with investing proceeds of a tax-exempt issue in 
higher yielding taxable securities

• IRS limitations related to:

 Issuing earlier than necessary

 Issuing more than necessary

 Keeping longer than necessary

• Must prove each tax-exempt issue complies with requirements

Arbitrage
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• Follow IRS arbitrage rules

 Legal documents create obligation to 
follow rules

• Filing requirement after 5 years and 
final maturity

• Difference in bond interest and 
investment earnings

District Responsibilities
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Rebate earnings unless an 
exception applies 

• “Small Issuer”
• Spending 

• 6-month, 18-month, and 2-
year 

• Bona Fide Debt Service Fund

Yield Restrictions

• 3-Year Temporary Period
• 5-Year Temporary Period

Arbitrage Rebate
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6-month spending 
exception

• 100 percent within 6 
months

18-month spending 
exception

• At least 15 percent within 6 
months;

• At least 60 percent within 
12 months; and

• 100 percent within 18 
months

2-Year spending 
exception

• At least 10 percent within 6 
months;

• At least 45 percent within 1 
year;

• At least 75 percent within 
18 months; and

• 100 percent within 2 years

Arbitrage
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• IRS Form 8038-T

 Payment sent to IRS no later than 60 days after soonest of:

 Each five-year anniversary date of issue; or 

 Date in which Bonds are no longer outstanding

• IRS Compliance Checks

 Questionnaires

 Audits and Investigations

Arbitrage
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• Potential Consequences:

 Fines

 Deem bonds taxable

 Bonds removed from market (cash 
or taxable debt)

 Bond holder lawsuits

 SEC investigations

 Credit ratings risks

 Reputational risk

 Difficulty issuing future debt

Arbitrage



25

• Understand impact to district budget

• Plan for annual levy vs. fiscal budget 

• Reporting

• Investment opportunities in the construction fund

• Arbitrage compliance

• Maintain bond rating

• Monitor refunding opportunities

• Understand defeasances

Debt Management



Post Issuance:
Refunding
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• Potential savings

• Restructuring opportunity

• Future debt planning

Refunding & Defeasance



Callable Bonds Non-Callable Bonds

Refunding Mechanics

VS



Types of Refundings

Current
• Closes no earlier than 90 days prior to call date on old, refunded bonds

Advance
• Closes more than 90 days prior to call date on old, refunded bonds



Forward 
Purchase

• Variation on current refunding
• Issued on specified future date

Partial

• Refunds only certain maturities
• Increase savings % for advanced or keep below bank qualification limit 

for current

Variations of Refunding Types



When is the Right Time to Refund?
• Refundings are an OPPORTUNITY, not a 

crisis that disrupts normal debt practices

• Refundings should not be                                              
isolated events

• Goal is to save money or restructure debt



• Potential Savings

• Yield Curve

• Taxable vs Tax-Exempt Rates

• Escrow Inefficiencies

• Up-front Costs

Consideration to Help Maximize Savings



Payment
Due Date Principal Rate Interest

02/01/10 530,000.00       3.000  655,025.00         
08/01/10 -                  -      459,925.00         
02/01/11 605,000.00       3.000  459,925.00         
08/01/11 -                  -      450,850.00         
02/01/12 -                  -      450,850.00         
08/01/12 -                  -      450,850.00         
02/01/13 -                  -      450,850.00         
08/01/13 -                  -      450,850.00         
02/01/14 -                  -      450,850.00         
08/01/14 -                  -      450,850.00         
02/01/15 535,000.00       3.000  450,850.00         
08/01/15 -                  -      442,825.00         
02/01/16 270,000.00       3.000  442,825.00         
08/01/16 -                  -      438,775.00         
02/01/17 285,000.00       3.000  438,775.00         
08/01/17 -                  -      434,500.00         
02/01/18 380,000.00       3.000  434,500.00         
08/01/18 -                  -      428,800.00         
02/01/19 770,000.00       3.250  428,800.00         
08/01/19 -                  -      416,287.50         
02/01/20 885,000.00       3.500  416,287.50         
08/01/20 -                  -      400,800.00         
02/01/21 920,000.00       4.000  400,800.00         
08/01/21 -                  -      382,400.00         
02/01/22 960,000.00       4.000  382,400.00         
08/01/22 -                  -      363,200.00         
02/01/23 3,470,000.00    4.000  363,200.00         
08/01/23 -                  -      293,800.00         
02/01/24 3,625,000.00    4.000  293,800.00         
08/01/24 -                  -      221,300.00         
02/01/25 3,780,000.00    4.000  221,300.00         
08/01/25 -                  -      145,700.00         
02/01/26 3,960,000.00    4.000  145,700.00         
08/01/26 -                  -      66,500.00           
02/01/27 3,325,000.00    4.000  66,500.00           

24,300,000.00  13,251,450.00     
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Refundings – Redemption (Call) Provision

Call 
Date

Callable maturities
$20,925,000

Total interest eligible for reduction
$4,579,975



Interest Rate Trends



Yield Curve - Tax Status and Term Impact Rates



Advance Refunding Escrows

• SLGS (State & Local Government Series) – A special form of U.S. Treasuries 
created specifically for this purpose

• “Open Market” government securities

• CPA verification is required
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Escrow Inefficiencies

Actual positive or (negative) arbitrage: (2,836,645.20)



Current Refunding

• Municipal Advisor
• Bond Attorney
• Rating Agency
• Paying Agent
• County Certificates

Advance Refunding

• Municipal Advisor
• Bond Attorney
• Rating Agency
• Paying Agent
• Escrow Agent
• CPA Verification
• Open Market Bidding Agent
• County Certificates

Costs of Bond Issuance
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• Should we wait or refund now?

• Sensitivity Analysis provides 
guidance

• Early effort to analyze may save 
district millions 

Sensitivity Analysis
$56,710,000 G.O. Refunding Bonds, Series 2015A



Timing

• Don’t react too quickly!

• Obtain all the information to help with decision

• Evaluate all the information to form the best decision
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“Paying Off” Debt

• Pay all or a portion of a maturity 
prior to payment date

• Escrow account
• Excess operating funds
• Levy in advance

Why?

• Debt service and tax savings
• Debt restructuring
Future bond planning and capital 

needs

Defeasance
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• Facilitates delivery of payments to DTCC (Depository Trust & Clearing 
Corporation)

• Trust company or issuer

• Initial flat set-up fee by issuer, generally paid from bond proceeds

• Annual fee, 1st year paid from bond proceeds

Paying Agent
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• November 2021 levy - Spring and Fall 
2022 paymentsRevenue 

Levy for calendar year P&I
payments

• 2021-2022 Budget - Fall 2021 
payments and Spring 2022 paymentsExpense

Budget for fiscal year P&I
payments

Levy vs. Expense
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• At Issuance

• Regular Surveillance

Bond Rating
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• Responsibilities of issuer and other key players:

 Comply with Debt Issuance regulations

 Utilize paying agent to ensure timely payments

 Monitor expenses and levy management

 Partner with your Municipal Advisor to identify refunding or defeasance 
opportunities

Questions? Ask your Municipal Advisor!

Key Takeaways
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Jeff Seeley
Senior Municipal Advisor

262-796-6192
jseeley@ehlers-inc.com

262-796-6197
jdudzik@ehlers-inc.com

Jerry Dudzik
Senior Municipal Advisor

Tami Olszewski
Senior Investment Advisor

262-796-6189
tolszewski@ehlers-inc.com
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