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Attachments: Financing Options - October 27, 2022.pdf

Tim and Dawn,
 
As we discussed, we have looked at options for the financing of the remainder of the
borrowing authorization for the Fire/Ambulance facility. The four options we have analyzed
are
 

1. Issuing $4,170,000 bond anticipation notes with disclosure, legal, and rating in January
2023 with a bond issue in January 2024,

2. Issuing $4,170,000 “State House” notes in January 2023 with bonds in January 2024,
3. Issuing $2,000,000 “State House” notes in January 2023 and $2,170,000 in April 2023

with bonds in January 2024, and
4. Issuing general obligation bonds in January 2023.

 
I have attached analysis of these four options.
 
As we have discussed, interest rates have increased since the first issuance of bonds this
summer. We project that a twenty year financing of general obligation bonds in January 2023
would have an “all-in” cost of approximately 4.19 percent. (We define “all-in” cost as
including all costs of issue.) We show this as option 4. In comparison, the “all-in” cost of the
first issue, which sold on June 28 and settled on July 13 was approximately 3.63 percent.
There is no guarantee that interest rates will decrease during calendar 2023, but we see that as
being more likely than not. We would expect to see such decreases, if they happen, toward the
end of calendar 2023 into 2024.
 
A 0.50 percent overall reduction in the interest rate of a bond issue repaid over twenty years,
which is what we assume in options 1, 2, and 3, would reduce overall debt service by as much
as $400,000 over the term of the financing.
 
Options 1 and 2 would both have the Town issuing bond anticipation notes in January 2023
and general obligation bonds in January 2024. Option 1 would have the issue sold with a
disclosure, legal opinion, and note rating. Option 2 would have the Town issuing “State
House” notes, with which the Town is familiar. Option 3 is a variation on option 2, with the
Town issuing $2,000,000 BANs in January and $2,170,000 in April
 
The advantages of option 1 are –
 
1.         Likely multiple bids
2.         Likely lower overall cost
 
The main disadvantage of option 1 is that the activity involved in selling notes with disclosure,
legal opinion, and rating resembles that for a bond issue. The Town may decide that the cost
savings, which is projected to be less than $20,000, does not justify the staff effort and
resources to be put into such an issue.
 
A summary of the cost of BANs issued under option 1 would be as follows:
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TOWN OF CHILMARK, MASSACHUSETTS
Option 1 - Notes with disclosure in January 2023 and Bonds in January 2024


UniBank Fiscal Advisory Services, Inc.


10/27/2022


BAN amount 4,170,000.00$             Bond amount 4,015,000.00$             Total Cost of Capital 3.68760%
BAN Financing 4,170,000.00$             Bond financing 4,170,000.00$             
Dated 1/24/2023 Dated 1/23/2024
Due 1/24/2024 Due 1/15/2044
Rate 4.00%
AIC 3.52% AIC 3.69%


Net Debt Service
Date Principal Coupon Interest Payment Fiscal Year


1/24/2023 -$                               
7/15/2023 -$                               
1/15/2024 -$                               
1/23/2024 -$                               
1/24/2024 148,393.50$                148,393.50$                148,393.50$                
7/15/2024 86,500.00$                   86,500.00$                   
1/15/2025 30,000.00$                   5.000% 86,500.00$                   116,500.00$                203,000.00$                
7/15/2025 85,750.00$                   85,750.00$                   
1/15/2026 160,000.00$                5.000% 85,750.00$                   245,750.00$                331,500.00$                
7/15/2026 81,750.00$                   81,750.00$                   
1/15/2027 190,000.00$                5.000% 81,750.00$                   271,750.00$                353,500.00$                
7/15/2027 77,000.00$                   77,000.00$                   
1/15/2028 215,000.00$                5.000% 77,000.00$                   292,000.00$                369,000.00$                
7/15/2028 71,625.00$                   71,625.00$                   
1/15/2029 215,000.00$                5.000% 71,625.00$                   286,625.00$                358,250.00$                
7/15/2029 66,250.00$                   66,250.00$                   
1/15/2030 215,000.00$                5.000% 66,250.00$                   281,250.00$                347,500.00$                
7/15/2030 60,875.00$                   60,875.00$                   
1/15/2031 215,000.00$                5.000% 60,875.00$                   275,875.00$                336,750.00$                
7/15/2031 55,500.00$                   55,500.00$                   
1/15/2032 215,000.00$                4.000% 55,500.00$                   270,500.00$                326,000.00$                
7/15/2032 51,200.00$                   51,200.00$                   
1/15/2033 215,000.00$                4.000% 51,200.00$                   266,200.00$                317,400.00$                
7/15/2033 46,900.00$                   46,900.00$                   
1/15/2034 215,000.00$                4.000% 46,900.00$                   261,900.00$                308,800.00$                
7/15/2034 42,600.00$                   42,600.00$                   
1/15/2035 215,000.00$                4.000% 42,600.00$                   257,600.00$                300,200.00$                
7/15/2035 38,300.00$                   38,300.00$                   
1/15/2036 215,000.00$                4.000% 38,300.00$                   253,300.00$                291,600.00$                
7/15/2036 34,000.00$                   34,000.00$                   
1/15/2037 215,000.00$                4.000% 34,000.00$                   249,000.00$                283,000.00$                
7/15/2037 29,700.00$                   29,700.00$                   
1/15/2038 215,000.00$                4.000% 29,700.00$                   244,700.00$                274,400.00$                
7/15/2038 25,400.00$                   25,400.00$                   
1/15/2039 215,000.00$                4.000% 25,400.00$                   240,400.00$                265,800.00$                
7/15/2039 21,100.00$                   21,100.00$                   
1/15/2040 215,000.00$                4.000% 21,100.00$                   236,100.00$                257,200.00$                
7/15/2040 16,800.00$                   16,800.00$                   
1/15/2041 210,000.00$                4.000% 16,800.00$                   226,800.00$                243,600.00$                
7/15/2041 12,600.00$                   12,600.00$                   
1/15/2042 210,000.00$                4.000% 12,600.00$                   222,600.00$                235,200.00$                
7/15/2042 8,400.00$                     8,400.00$                     
1/15/2043 210,000.00$                4.000% 8,400.00$                     218,400.00$                226,800.00$                
7/15/2043 4,200.00$                     4,200.00$                     
1/15/2044 210,000.00$                4.000% 4,200.00$                     214,200.00$                218,400.00$                


4,015,000.00$             1,972,893.50$             5,777,893.50$             5,777,893.50$             
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TOWN OF CHILMARK, MASSACHUSETTS
Option 2 - State House Notes in January 2023 and Bonds in January 2024


UniBank Fiscal Advisory Services, Inc.


10/27/2022


BAN amount 4,170,000.00$             Bond amount 4,015,000.00$             Total Cost of Capital 3.71994%
BAN Financing 4,170,000.00$             Bond financing 4,170,000.00$             
Dated 1/24/2023 Dated 1/23/2024
Due 1/24/2024 Due 1/15/2044
Rate 4.00% Rate
AIC 3.97% AIC 3.69%


Net Debt Service
Date Principal Coupon Interest Payment Fiscal Year


1/24/2023 -$                               
7/15/2023 -$                               
1/15/2024 -$                               
1/23/2024 -$                               
1/24/2024 166,800.00$                166,800.00$                166,800.00$                
7/15/2024 82,655.56$                   82,655.56$                   
1/15/2025 30,000.00$                   5.000% 86,500.00$                   116,500.00$                199,155.56$                
7/15/2025 85,750.00$                   85,750.00$                   
1/15/2026 160,000.00$                5.000% 85,750.00$                   245,750.00$                331,500.00$                
7/15/2026 81,750.00$                   81,750.00$                   
1/15/2027 190,000.00$                5.000% 81,750.00$                   271,750.00$                353,500.00$                
7/15/2027 77,000.00$                   77,000.00$                   
1/15/2028 215,000.00$                5.000% 77,000.00$                   292,000.00$                369,000.00$                
7/15/2028 71,625.00$                   71,625.00$                   
1/15/2029 215,000.00$                5.000% 71,625.00$                   286,625.00$                358,250.00$                
7/15/2029 66,250.00$                   66,250.00$                   
1/15/2030 215,000.00$                5.000% 66,250.00$                   281,250.00$                347,500.00$                
7/15/2030 60,875.00$                   60,875.00$                   
1/15/2031 215,000.00$                5.000% 60,875.00$                   275,875.00$                336,750.00$                
7/15/2031 55,500.00$                   55,500.00$                   
1/15/2032 215,000.00$                4.000% 55,500.00$                   270,500.00$                326,000.00$                
7/15/2032 51,200.00$                   51,200.00$                   
1/15/2033 215,000.00$                4.000% 51,200.00$                   266,200.00$                317,400.00$                
7/15/2033 46,900.00$                   46,900.00$                   
1/15/2034 215,000.00$                4.000% 46,900.00$                   261,900.00$                308,800.00$                
7/15/2034 42,600.00$                   42,600.00$                   
1/15/2035 215,000.00$                4.000% 42,600.00$                   257,600.00$                300,200.00$                
7/15/2035 38,300.00$                   38,300.00$                   
1/15/2036 215,000.00$                4.000% 38,300.00$                   253,300.00$                291,600.00$                
7/15/2036 34,000.00$                   34,000.00$                   
1/15/2037 215,000.00$                4.000% 34,000.00$                   249,000.00$                283,000.00$                
7/15/2037 29,700.00$                   29,700.00$                   
1/15/2038 215,000.00$                4.000% 29,700.00$                   244,700.00$                274,400.00$                
7/15/2038 25,400.00$                   25,400.00$                   
1/15/2039 215,000.00$                4.000% 25,400.00$                   240,400.00$                265,800.00$                
7/15/2039 21,100.00$                   21,100.00$                   
1/15/2040 215,000.00$                4.000% 21,100.00$                   236,100.00$                257,200.00$                
7/15/2040 16,800.00$                   16,800.00$                   
1/15/2041 210,000.00$                4.000% 16,800.00$                   226,800.00$                243,600.00$                
7/15/2041 12,600.00$                   12,600.00$                   
1/15/2042 210,000.00$                4.000% 12,600.00$                   222,600.00$                235,200.00$                
7/15/2042 8,400.00$                     8,400.00$                     
1/15/2043 210,000.00$                4.000% 8,400.00$                     218,400.00$                226,800.00$                
7/15/2043 4,200.00$                     4,200.00$                     
1/15/2044 210,000.00$                4.000% 4,200.00$                     214,200.00$                218,400.00$                


4,015,000.00$             1,987,455.56$             5,792,455.56$             5,792,455.56$             
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TOWN OF CHILMARK, MASSACHUSETTS
Option 3 - State House Notes in January 2023 and April 2023 and Bonds in January 2024


UniBank Fiscal Advisory Services, Inc.


10/27/2022


BAN amount 2,000,000$                   2,170,000$                   Bond amount 4,015,000$                   Total Cost of Capital 3.71870%
BAN Financing 2,000,000$                   2,170,000$                   Bond financing 4,170,000$                   
Dated 1/24/2023 4/24/2023 Dated 1/23/2024
Due 1/24/2024 1/24/2023 Due 1/15/2044
Rate 4.00% 4.00%
AIC 3.97% 3.97% AIC 3.69%


Net Debt Service
Date Principal Coupon Interest Payment Fiscal Year


1/24/2023 -$                               
4/24/2023 -$                               
7/15/2023 -$                               
1/15/2024 -$                               
1/23/2024 -$                               
1/24/2024 145,100.00$                145,100.00$                145,100.00$                
7/15/2024 82,655.56$                   82,655.56$                   
1/15/2025 30,000.00$                   5.000% 86,500.00$                   116,500.00$                199,155.56$                
7/15/2025 85,750.00$                   85,750.00$                   
1/15/2026 160,000.00$                5.000% 85,750.00$                   245,750.00$                331,500.00$                
7/15/2026 81,750.00$                   81,750.00$                   
1/15/2027 190,000.00$                5.000% 81,750.00$                   271,750.00$                353,500.00$                
7/15/2027 77,000.00$                   77,000.00$                   
1/15/2028 215,000.00$                5.000% 77,000.00$                   292,000.00$                369,000.00$                
7/15/2028 71,625.00$                   71,625.00$                   
1/15/2029 215,000.00$                5.000% 71,625.00$                   286,625.00$                358,250.00$                
7/15/2029 66,250.00$                   66,250.00$                   
1/15/2030 215,000.00$                5.000% 66,250.00$                   281,250.00$                347,500.00$                
7/15/2030 60,875.00$                   60,875.00$                   
1/15/2031 215,000.00$                5.000% 60,875.00$                   275,875.00$                336,750.00$                
7/15/2031 55,500.00$                   55,500.00$                   
1/15/2032 215,000.00$                4.000% 55,500.00$                   270,500.00$                326,000.00$                
7/15/2032 51,200.00$                   51,200.00$                   
1/15/2033 215,000.00$                4.000% 51,200.00$                   266,200.00$                317,400.00$                
7/15/2033 46,900.00$                   46,900.00$                   
1/15/2034 215,000.00$                4.000% 46,900.00$                   261,900.00$                308,800.00$                
7/15/2034 42,600.00$                   42,600.00$                   
1/15/2035 215,000.00$                4.000% 42,600.00$                   257,600.00$                300,200.00$                
7/15/2035 38,300.00$                   38,300.00$                   
1/15/2036 215,000.00$                4.000% 38,300.00$                   253,300.00$                291,600.00$                
7/15/2036 34,000.00$                   34,000.00$                   
1/15/2037 215,000.00$                4.000% 34,000.00$                   249,000.00$                283,000.00$                
7/15/2037 29,700.00$                   29,700.00$                   
1/15/2038 215,000.00$                4.000% 29,700.00$                   244,700.00$                274,400.00$                
7/15/2038 25,400.00$                   25,400.00$                   
1/15/2039 215,000.00$                4.000% 25,400.00$                   240,400.00$                265,800.00$                
7/15/2039 21,100.00$                   21,100.00$                   
1/15/2040 215,000.00$                4.000% 21,100.00$                   236,100.00$                257,200.00$                
7/15/2040 16,800.00$                   16,800.00$                   
1/15/2041 210,000.00$                4.000% 16,800.00$                   226,800.00$                243,600.00$                
7/15/2041 12,600.00$                   12,600.00$                   
1/15/2042 210,000.00$                4.000% 12,600.00$                   222,600.00$                235,200.00$                
7/15/2042 8,400.00$                     8,400.00$                     
1/15/2043 210,000.00$                4.000% 8,400.00$                     218,400.00$                226,800.00$                
7/15/2043 4,200.00$                     4,200.00$                     
1/15/2044 210,000.00$                4.000% 4,200.00$                     214,200.00$                218,400.00$                


4,015,000.00$             1,965,755.56$             5,770,755.56$             5,770,755.56$             
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TOWN OF CHILMARK, MASSACHUSETTS
Option 4 - Bonds in January 2023


UniBank Fiscal Advisory Services, Inc.


10/27/2022


BAN amount Bond amount 4,090,000.00$             Total Cost of Capital 4.18726%
BAN Financing Bond financing 4,170,000.00$             
Dated Dated 1/23/2024
Due Due 1/15/2043
Rate Rate
AIC AIC 4.19%


Net Debt Service
Date Principal Coupon Interest Payment Fiscal Year


1/24/2023 -$                               
7/15/2023 87,144.69$                   87,144.69$                   
1/15/2024 5,000.00$                     5.000% 91,731.25$                   96,731.25$                   
1/23/2024 -$                               
1/24/2024 -$                               -$                               183,875.94$                
7/15/2024 91,606.25$                   91,606.25$                   
1/15/2025 30,000.00$                   5.000% 91,606.25$                   121,606.25$                213,212.50$                
7/15/2025 90,856.25$                   90,856.25$                   
1/15/2026 160,000.00$                5.000% 90,856.25$                   250,856.25$                341,712.50$                
7/15/2026 86,856.25$                   86,856.25$                   
1/15/2027 190,000.00$                5.000% 86,856.25$                   276,856.25$                363,712.50$                
7/15/2027 82,106.25$                   82,106.25$                   
1/15/2028 235,000.00$                5.000% 82,106.25$                   317,106.25$                399,212.50$                
7/15/2028 76,231.25$                   76,231.25$                   
1/15/2029 235,000.00$                5.000% 76,231.25$                   311,231.25$                387,462.50$                
7/15/2029 70,356.25$                   70,356.25$                   
1/15/2030 235,000.00$                5.000% 70,356.25$                   305,356.25$                375,712.50$                
7/15/2030 64,481.25$                   64,481.25$                   
1/15/2031 235,000.00$                5.000% 64,481.25$                   299,481.25$                363,962.50$                
7/15/2031 58,606.25$                   58,606.25$                   
1/15/2032 235,000.00$                4.000% 58,606.25$                   293,606.25$                352,212.50$                
7/15/2032 53,906.25$                   53,906.25$                   
1/15/2033 230,000.00$                4.000% 53,906.25$                   283,906.25$                337,812.50$                
7/15/2033 49,306.25$                   49,306.25$                   
1/15/2034 230,000.00$                4.000% 49,306.25$                   279,306.25$                328,612.50$                
7/15/2034 44,706.25$                   44,706.25$                   
1/15/2035 230,000.00$                4.000% 44,706.25$                   274,706.25$                319,412.50$                
7/15/2035 40,106.25$                   40,106.25$                   
1/15/2036 230,000.00$                4.000% 40,106.25$                   270,106.25$                310,212.50$                
7/15/2036 35,506.25$                   35,506.25$                   
1/15/2037 230,000.00$                4.125% 35,506.25$                   265,506.25$                301,012.50$                
7/15/2037 30,762.50$                   30,762.50$                   
1/15/2038 230,000.00$                4.250% 30,762.50$                   260,762.50$                291,525.00$                
7/15/2038 25,875.00$                   25,875.00$                   
1/15/2039 230,000.00$                4.250% 25,875.00$                   255,875.00$                281,750.00$                
7/15/2039 20,987.50$                   20,987.50$                   
1/15/2040 230,000.00$                4.375% 20,987.50$                   250,987.50$                271,975.00$                
7/15/2040 15,956.25$                   15,956.25$                   
1/15/2041 230,000.00$                4.500% 15,956.25$                   245,956.25$                261,912.50$                
7/15/2041 10,781.25$                   10,781.25$                   
1/15/2042 230,000.00$                4.625% 10,781.25$                   240,781.25$                251,562.50$                
7/15/2042 5,462.50$                     5,462.50$                     
1/15/2043 230,000.00$                4.750% 5,462.50$                     235,462.50$                240,925.00$                
7/15/2043 -$                               -$                               
1/15/2044 -$                               -$                               -$                               


4,090,000.00$             2,087,788.44$             6,177,788.44$             6,177,788.44$             
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Interest payable at maturity (assumes 4.00% coupon)                       $166,800.00
Less projected premium (reduces debt service impact at maturity)      (39,406.50)
Plus issuance costs                                                                                  21,355.00
Net cost                                                                                               $148,748.50
 
Option 2 is more familiar to the Town, with the Town issuing “State House” notes to
temporarily finance the remaining authorization for the project. One drawback of this
approach is that there will be fewer bidders for a $4 million issue – possibly as few as two full
bids. The overall cost is likely also to be higher.
 
Interest payable a maturity (assumes 4.00% coupon)                        $166,800.00
Plus issuance costs                                                                                       550.00
Net cost                                                                                               $167,350.00
 
Option 3 would have a lower net interest and issuance costs than options 1 and 2 as follows:
 
Interest payable a maturity (assumes 4.00% coupons)                       $145,100.00
Plus issuance costs                                                                                    1,100.00
Net cost                                                                                               $146,200.00
 
Because each issue would be smaller, it is possible that there would be more bidders on each
issue. The main risk of this option is that if interest rates continue to increase during the first
half of 2023, the interest costs could be higher than what is projected here.
 
On a “cost of capital” basis, option 3 is very similar to option 2 because the Town would be
receiving a portion of the proceeds ninety days later.
 
None of these options consider the financing of the Chilmark School HVAC. A decision on
that financing could affect how you look at these options.
 
I look forward to walking through this with you during our Zoom tomorrow.
 
David M. Eisenthal, Vice President
UniBank Fiscal Advisory Services, Inc.
(508) 450-8416 (Cell)
Check out our website: http://ufasi.com
 
Massachusetts office:
49 Church Street
Whitinsville, MA  01588
(508) 849-4222 (Direct)
(508) 234-8112 (Main)
(508) 234-1938 (Fax)
 
Connecticut office:
WORK_SPACE
903 Main Street

http://ufasi.com/


Manchester, CT  06040
(860) 288-2112
 

Disclaimer

This e-mail and any attachments may contain confidential and privileged information. If you are not the
intended recipient, please delete this e-mail and destroy any copies. Any dissemination or misuse of this
information by a person other than the intended recipient is unauthorized and may be illegal.


