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Capital Planning Process



Capital Assets You Already Have
 Roofs, Doors, Windows, and Floors
 Equipment 
 Vehicles
 Technology
 Textbooks and Classroom Tools
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What capital assets do you want?

 Updated equipment and modern tools
 Expansions – Added Classrooms/Converted Classrooms
 New Programming and Strategic Initiatives
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How do you handle paying for your capital assets?
 Reactive - Wait and see. Break/Fix Plan
 Resource Driven - Funds before Plan
 Unfunded Strategy - Dream and Dive
 Integrated / Strategic Plan

All types depending on the asset?
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Plan or “Plan to React”
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“But we don’t have the money…”
Will you someday? 

 Do you know the cost of waiting until you do?
 Cost of inflation
 Cost of “emergency” timing
 Timing with cash flows
 Understanding “opportunity cost”
 Peace of Mind 

Plan or Plan to React
12



Planning reduces cost (time and money)
 How does your capital plan interact with your operating budget?

 Are major facility projects known well in advance with funding available 
when they come due?

 Are new projects identified far enough into the future to appropriately 
manage debt, levy schedules, and cash balances?

 Is your Board, Administrative Team, and Community engaged in the 
process and monitoring the plan or is it an all-encompassing surprise?
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Planning identifies revenue opportunities

 Understand the 
opportunities coming in 
your levy schedules, 
debt payments, 
emerging grants, and 
partnerships.
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Capital Planning as a Team

 CFO – Knows what money is needed when and is able to plan and 
prepare 

 Budget Managers – Know how and when their projects are prioritized 
 Administrator – Can guide and react to changes with a team that 

understands the whole

“Opportunity Cost” is understood and effectively managed
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Summary
Building a plan that identifies what you have and what you need helps you 
plan and pay for both.
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Developing Borrowing Plans



Paying for Capital Improvements
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What is a Tax-Exempt Municipal Security?

 Many, but not all, municipal bonds pay interest that is exempt from federal and/or state income taxes, 
providing a tax-advantaged investment for bondholders.

 These bonds are typically issued by state and local governments or other public entities to fund public 
projects or projects that align with their tax-exempt mission and meet public benefit requirements; 
bonds can also be issued by a governmental issuer for eligible 501(c)(3) organizations. 

 The federal tax exemption incentivizes investors to finance public projects, helping local governments 
raise funds for essential services and community development.

 Tax exemption requires compliance with federal and state tax laws and require the opinion of a 
nationally recognized bond counsel that the interest on the proposed security is exempt from federal 
and/or state income taxes.
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Common Debt Terms
 Bonds – long-term obligations to repay money, usually over a period of 1-30 years
 Bond Anticipation Notes – notes issued prior to the issuance of bonds
 General Obligation – pledge for payment of bonds through all government 

revenues or through property taxing power
 Limited tax (GO) bonds – bonds that are supported by unvoted property taxes
 Unlimited tax (GO) bonds – bonds that are supported by voted property taxes
 Special Obligations – bonds that are supported by a specific tax, but no GO
 Revenue Bonds – bonds supported by a specific dedicated revenue stream
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Example Borrowing Decision Tree 
 Deciding between a capital markets issue and a direct 

placement can be complex and depends on the unique 
circumstances of a borrowing.

 Important factors include which option provides the lowest 
all-in borrowing cost (after fees are considered), time and 
district resources needed to complete financing, time 
necessary to lock interest rates and receive funds, and other 
factors.

 Many times the best approach is a “dual track” approach 
which involves the BOE authorizing the District to work with 
their financing professionals to determine the best option for 
the District. 

 This provides the greatest degree of flexibility which can be 
helpful in obtaining the best outcome, especially in volatile 
market conditions.

Capital Markets Issue Direct Placement

Borrowing 
Decision Tree

Complete OS, obtain credit 
rating, market to investors 
in capital markets

Prepare a term sheet to send to 
financial institutions interested in 
making direct loans
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Issuer

•Approve Bond Legislation
•Assist with Financing Plan
•Assist With Preparation Of 
Disclosure Data

•Make Rating & Insurance 
Presentations (if applicable)

•Make Bond Payments
•Post Sale Responsibilities

Municipal Advisor

•Oversee Entire Financing Process
•Provide Financing Plan Assistance
•Develop Schedule
•Provide Rating Agency & Bond 
Insurer Preparation Assistance

•Provide Structuring Advice
•Provide Market Comps
•Provide Market Guidance
•Oversee Pricing Process

Underwriter

•Perform Due Diligence On 
Disclosure

•Assist With Financing Plan, 
Structuring and Credit Rating

•Provide Market Information and 
Comparables For Pricing

•Market and Sell The Bonds
•Utilize Balance Sheet to Support 
Financing

Bond Counsel

•Prepare Bond Proceedings
•Assist in Evaluating the Structure 
of the Bond Issue from Legal 
Standpoint

•Prepare Official 
Statement/Disclosure Preparation 
Assistance

•Prepare Various Deal Related 
Legal Documents

•Provide Legal Opinion to investors

Investors

• Purchase Bonds
• Receive Interest and Principal Payments 

From Paying Agent
• Receive Ongoing Continuing Disclosure 

Requirements

Paying Agent/Registrar/Trustee

• Authenticate Bonds
• Receive Interest & Principal Payments 

From Issuer
• Make Interest and Principal Payments to 

Investors
• Trustee Oversees Trust Obligations of 

Issuer

Rating Agencies/Bond Insurer

• Review Credit Worthiness of the Issuer
• Rating Agencies Issue Bond Rating 
• Rating Agencies Periodically Review 

Appropriateness of Rating After 
Assignment

• Bond Insurer Wraps Credit (if economically 
beneficial) 

Typical Participant Roles & Responsibilities
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Bond Features
Tax-status

Tax-exempt or Taxable Bonds

Optionality
Callable, Puttable or Non-

callable Bonds

Interest Rate Modes
Fixed Rate, Variable Rate or 
Capital Appreciation Bonds

Uses of Bond Financing

Refunding Bonds
Refinancing outstanding bonds for debt 
service savings, debt restructuring, tax-

status and/or indenture changes

New Money Projects
Various Public Projects/ Construction 

projects, Schools, Streets & Highways, 
Bridges, Hospitals, Public Housing, Sewer 

and Water Systems, Power Utilities

Bond Issuers
Municipalities

States, Cities, Counties, Local 
Governments, and other Public 

Authorities or Entities

Public Utilities 
Water/Sewer Systems, Public 
Transit, Public Power Utilities, 

Airports

Not-for-Profit Entities* 
Institutions of Higher Education, 

Hospitals, Museums, Churches  & 
Charities

Bond Investors
Retail Investors

High Net-worth Individuals, Bank Trusts, Brokerage 
accounts and Asset Managers on behalf of individuals

Institutional Investors
Mutual Funds, Corporations, Banks, Insurance 

Companies, Institutional Funds, Asset Managers

23* If the bonds are to be tax-exempt, a governmental issuer must issue the bonds and then loan (or lease) the proceeds to the 501(c)(3)



(Typical Time Frame)
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• Issuer
• Muni Advisor
• Underwriter
• Bond Counsel

• Issuer
• Muni Advisor
• Underwriter

Weeks 1-6                      Weeks 5-7                             Week 8                    Week 10 

• Issuer
• Muni Advisor
• Underwriter
• Bond Counsel

• Issuer
• Muni Advisor
• Underwriter
• Bond Counsel

• Issuer
• Muni Advisor
• Underwriter

Determine
Issue

Structure 
& Timing

Prepare 
Disclosure

 Information
(POS)

Credit 
Rating/
Bond 

Insurance 
Review

Market
And 
Price

Bonds

Close
Bonds
(wire 

Proceeds)

Activities and Timing - Example
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• Ensure availability of funds when needed
• Maximize construction period investment earnings
• Minimize/avoid  arbitrage rebate

• Manage impact of tax increase
• Optimize benefits of structuring features (calls, 

discounts, premiums, etc.)
• Consider future capital plans

1. Plan of Issuance

2. Plan of Repayment

Component Objectives

Determine
Issue

Structure 
& Timing

Prepare 
Disclosure

 Information
(POS)

Credit 
Rating/
Bond 

Insurance 
Review

Market
And 
Price
Bonds

Close
Bonds
(wire 

Proceeds)

There are two components of structuring your bond issue:

Determining the Optimal Structure
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Determine
Issue

Structure 
& Timing

Prepare 
Disclosure

 Information
(POS)

Credit 
Rating/
Bond 

Insurance 
Review

Market
And 
Price
Bonds

Close
Bonds
(wire 

Proceeds)

Inputs Output

Serial
Bonds

Final
Maturity

Investor
Preferences

Premium
Bonds

Discount
BondsTerm

Bonds

Call 
Features

Variables

Capital 
Appreciation 

Bonds 

Costs of
Issuance

Issuer Philosophies,
Strategies and Future
Capital Plans

Optimal 
Structure

Determining the Optimal Structure
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Municipal Advisor and/or 
Underwriter 

• Structuring information
• Continuing disclosure 

agreement
• Interface with County 

Auditor

Bond Counsel

County Auditor
• Assessed  Valuation data
• Building Permits info
• Tax tables
• Largest taxpayer list

Issuer
• Demographic info from Census & 

other sources
• Description of tax base and other 

sources of revenue
• Debt limitation tables
• Debt tables
• Financial appendices
• Bond counsel opinion
• Interface with County Auditor
• Actual production of document

• Issuer overview
• Projections
• Facilities data
• Financial outlook
• Financial Statements

Determine
Issue

Structure 
& Timing

Prepare 
Disclosure

 Information
(POS)

Credit 
Rating/
Bond 

Insurance 
Review

Market
And 
Price
Bonds

Close
Bonds
(wire 

Proceeds)

Prepare Disclosure Information - Example
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Borrowing Process - What is a Credit Rating?

 Assessment of Creditworthiness: A credit rating for a municipal security evaluates the financial health and ability of the issuing entity (such as a 
city, state, or local government) to meet its debt obligations, including timely payment of principal and interest.

 Risk Indicator for Investors: Credit ratings provide investors with a standardized measure of the risk associated with investing in a particular 
municipal bond, helping them gauge the likelihood of default or financial instability.

 Impact on Borrowing Costs: The credit rating directly influences the interest rate the municipality must offer to attract investors; higher credit 
ratings typically result in lower borrowing costs, while lower ratings lead to higher costs.

 Influence on Market Perception: A municipal security's credit rating affects how the market perceives the issuer's stability and reliability, 
potentially impacting demand for the bond and its market value.

 Ongoing Monitoring and Updates: Credit ratings are periodically reviewed and updated by rating agencies to reflect any changes in the obligated 
entity’s financial condition, economic environment, or other relevant factors that may affect its ability to meet debt obligations.

 Role in Regulatory Compliance: Credit ratings are often used to ensure that municipal securities meet specific regulatory or investment-grade 
requirements for certain institutional investors, such as pension funds or insurance companies.

 Comparison Tool Across Issuers: Credit ratings allow investors to compare the credit quality of municipal securities issued by different 
municipalities, enabling more informed investment decisions based on relative risk.

Determine
Issue

Structure 
& Timing

Prepare 
Disclosure

 Information
(POS)

Credit 
Rating/
Bond 

Insurance 
Review

Market
And 
Price
Bonds

Close
Bonds
(wire 

Proceeds)
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Bond Rating Services

Aaa     AAA       AAA

 Aa1     AA+      AA+
 Aa2   AA   AA
 Aa3    AA-    AA-

 A1   A+   A+
 A2 A A
 A3  A-  A-

 Baa1     BBB+      BBB+
 Baa2   BBB   BBB
 Baa3    BBB-    BBB-

Best 
Quality

High 
Quality

Upper 
Medium 

Grade

Medium 
Grade

Moody’s Investors 
Service

Determine
Issue

Structure 
& Timing

Prepare 
Disclosure

 Information
(POS)

Credit 
Rating/
Bond 

Insurance 
Review

Market
And 
Price
Bonds

Close
Bonds
(wire 

Proceeds)

Credit Rating Process
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 Each rating agency has a slightly different methodology that weights different credit factors differently
 While there are differences in methodologies and weightings each agency looks at the following broad 

factors to help determine the credit profile:
 Issuer’s tax base and local economy
 Financial metrics of the local government
 Debt burden and long-term liabilities
 Overall financial management and institutional framework

 The credit analyst will also review the debt issue offering document (POS), published audited financials 
as well as other public information

 Ongoing communications are important and there are typically period reviews scheduled that 
sometimes require information or a conversation with the analyst

Determine
Issue

Structure 
& Timing

Prepare 
Disclosure

 Information
(POS)

Credit 
Rating/
Bond 

Insurance 
Review

Market
And 
Price
Bonds

Close
Bonds
(wire 

Proceeds)

Typical Rating Factors
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 An issuer’s underlying credit rating may be enhanced through bond insurance or certain state supported credit 
enhancement programs

 An issuer should carefully consider the costs and benefits of bond insurance
 There are two dominant bond insurers currently rated “AA” by S&P: Assured Guaranty (AGM) and Build America Mutual (BAM)

 It may be prudent to request bids from both insurance providers if your underlying credit rating is lower than the bond insurer's rating

 Once bids are received, the financing team can prepare a cost / benefit analysis to see if the benefit of lower interest rates exceeds the 
cost of the insurance premium

 The State of Ohio has a program to enhance Ohio school district bond issues called the Ohio State Credit Enhancement 
Program (OSCEP)
 This program is currently rated Aa1/AA+ and is free of charge

 State foundation payments are pledged to bondholders in the event of District default through a trustee agreement 

 The financing team may assist the District in analyzing the benefit as well as completing the application process

 The Ohio Treasurer’s office administers the Ohio Market Access Program (OMAP), which currently provides an SP-1+ 
rating (the highest short-term credit rating) to participating notes issued by school districts and local governments
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Active Pre-marketing
• Investment Broker Prospecting

• Branch manager memorandum

• Sales force conference call

Wide Distribution 
• Institutions

• Banks

• Individual Investors

Determine
Issue

Structure 
& Timing

Prepare 
Disclosure
Information

(POS)

Credit 
Rating/
Bond 

Insurance 
Review

Market
And 
Price
Bonds

Close
Bonds
(wire 

Proceeds)

Typical Marketing and Pricing of the Bonds
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Closing Activities
 Underwriter wires funds to issuer

 Issuer confirms to the underwriter that all wires are received

 Bond counsel confirms everything is in place for closing

 Underwriter and Paying Agent call DTC (Depository Trust Company) to release the 
bonds to investors

Determine
Issue

Structure 
& Timing

Prepare 
Disclosure

 Information
(POS)

Credit 
Rating/
Bond 

Insurance 
Review

Market
And 
Price
Bonds

Close
Bonds
(wire 

Proceeds)

Determine
Issue

Structure 
& Timing

Prepare 
Disclosure

 Information
(POS)

Credit 
Rating/
Bond 

Insurance 
Review

Market
And 
Price
Bonds

Closing
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Long-Term Debt Management



Long-Term Debt Management
 Establish debt policies: set guidelines, ensure governance, review regularly

 Assess debt portfolio: inventory outstanding obligations, calculate metrics, stress test, maintain debt 
service schedules

 Monitor refinancing opportunities: analyze savings, timing, transaction costs, regulations

 Maintain credit ratings: communicate with agencies, address concerns proactively

 Ensure continuing disclosure: file timely annual reports, monitor material events, know filing 
requirements

 Tax covenant compliance: private use, sale of bond-financed assets, arbitrage/rebate

 Plan future issuance: align capital needs with debt capacity
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Long-Term Debt Policy
Debt Limits
 Legal restrictions: state law, local charter, bond documents, voter referenda

 Public policy: permitted uses, debt types, capital plan integration

 Financial ratios: debt per capita, coverage ratios, service-to-revenue percentages

 Asset-specific limits: different criteria for GO, revenue, conduit debt

Debt Structuring Practices
 Maximum term based on asset useful life or absolute limits

 Repayment structure: equal debt service versus equal principal amortization

 Optional redemption features reflecting market conditions and government needs

 Credit enhancement considerations: reserves, insurance, pledges, alternative rate structures
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Long-Term Debt Policy
Debt Issuance Practices
 Professional service provider selection: advisors, bond counsel, disclosure counsel

 Method of sale criteria: competitive, negotiated, private placement options

 Bond pricing benchmarks and comparative analysis for negotiated sales

 Credit rating policies: number of ratings, rating agency selection

Debt Management Practices
 Ongoing compliance: tax law, arbitrage rebate, continuing disclosure obligations

 Refunding monitoring: track opportunities, establish criteria for pursuing savings

 Investment of proceeds and timely debt service payment budgeting

 Investor relations and federal/state law compliance monitoring

Derivative Policy
 Clear statement on whether derivatives are permitted or prohibited
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Federal Tax and Securities Law Considerations
Federal tax law compliance
 No private use or private payments

 Arbitrage/rebate calculations and payments due

 Sale or lease of bond-financed facilities – consult with your bond counsel

Federal securities law compliance: Rule 15c2-12 continuing disclosure
 Annual information filing

 Audited financial statements

 Event notices
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Mechanics of a Refunding
 New bonds are issued at today’s current interest rates, typically for the length of the maturity of the 

bonds that are being refunded

 The proceeds of the new bond issue are used to retire the outstanding issue; or put in an escrow to 
retire bonds on their earliest call date

Pricing Day
The District sells bonds to investors in the 
market and determines its new debt service 
costs

Closing Day
The District receives the money from the sale of 
the Bonds, which is then placed in escrow

Final Maturity Date
The new bond series is fully paid off (this is 
typically in the same year as the original 
bonds)

Call Date of Bonds
The money in the escrow fund is used to pay off the prior 
debt (the bonds refunded with money generated from the 
sale)

40



Reasons to Complete a Refunding
Save on Interest Costs

 By refinancing debt at a lower interest rate, issuers are able to reduce annual interest payments.

Extend (or Shorten) the Maturity of the Debt
 This is subject to the maximum maturity approved by voters and the useful life of the asset being 

funded by the bonds. Typically (but not always) school districts issue bonds over the term approved 
by voters. The maturity may be shortened if the district would like to pay off debt quicker. Sometimes 
this can be accomplished within the same millage.

Change the Structure of Debt Payments
 Objectives could be to make debt payments fit within a certain millage constraint or to build or 

accentuate a future decrease in debt service. This could potentially be used for a future “no increase 
in taxes bond issue”.
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Types of Refundings
 An advance refunding is completed more than 90 days before the call date of the bonds being refunded

 Advance refunding bond issues must usually be federally taxable

 A current refunding is completed within 90 days of or after the call date 
 Current refunding bond issues may be federally tax exempt

Closing Date – June 1, 2017
Funds are delivered to District 
and interest begins accruing

Call Date – June 1, 2027
Typically bonds are callable 
approximately 8-10 years 
after the issuance date.

Final Maturity Date – December 1, 
2050
Final maturity of the bond issue

Hypothetical Bond Issue – Series 2017

A refunding completed before March 2027 would be considered 
an “advance refunding” and would be federally taxable

A refunding completed on or after March 2027 would be considered 
an “current refunding” and could be federally tax exempt
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Refunding Timing Discussion
 When should an issuer consider the execution of an refunding?

 One possible answer is provided by GFOA (1):
 When the gross savings, net of all fees associated with an advance refunding, are discounted back to today’s 

dollars it should produce savings of at least 3% to 5% of the refunded bond par amount
 While this may be a good rule of thumb, it tells an incomplete story and does not address questions such as; even if 

savings are substantial today, do we expect them to be better at some point in the future?
 For example a refunding of bonds that have reached their call date could be considered even if savings are not 

in the 3% to 5% range discussed above
 Issuers may also use other refunding analytics to gain a greater understanding of not only the savings achieved 

today, but also what one might be giving up by proceeding now vs. some point in the future

 Initially, an issuer may begin by looking at a savings by maturity report for each refundable maturity in the 
issuer’s debt portfolio
 This will allow the issuer to see what savings are associated with each maturity
 Maturities that produce negative net present value (NPV) savings (dissavings) may be excluded
 Additional analysis will determine which bonds that produce positive NPV savings may be included in the proposed 

refunding

(1) Source: GFOA, https://www.gfoa.org/refunding-municipal-bonds 43

https://www.gfoa.org/refunding-municipal-bonds
https://www.gfoa.org/refunding-municipal-bonds
https://www.gfoa.org/refunding-municipal-bonds
https://www.gfoa.org/refunding-municipal-bonds
https://www.gfoa.org/refunding-municipal-bonds


Refunding Tests & Advanced Analytics
 NPV savings as a percentage of refunded par

 Negative Arbitrage as a percentage of savings achieved with a perfectly 
efficient escrow

 Opportunity Cost Index (how do the savings I could achieve today 
compare with what I might expect in the future?)

 Taxable vs. Tax Exempt Refunding Breakeven Analysis
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Continuing Disclosure Obligations & Ongoing Compliance

SEC Rule 15c2-12 Municipalities Continuing Disclosure 
 Since July 1, 2009 disclosure must be made electronically to Electronic Municipal Market 

Access (EMMA) part of the MSRB
 Underwriters required to ensure issuers comply otherwise they can’t underwrite the debt.
 In Ohio, bond counsel generally assists issuers to ensure compliance.
 MSRB’s EMMA system helps issuers file disclosure and determine whether they are up-to-

date.
– http://www.msrb.org/EducationCenter/Issuers/Disclosing.aspx 

http://www.msrb.org/EducationCenter/Issuers/Disclosing.aspx
http://www.msrb.org/EducationCenter/Issuers/Disclosing.aspx


Plan future issuance: align capital needs with debt capacity

 The District has a significant drop in voted bond debt service and millage in 2030
 The Federal Tax Code and Ohio Revised Code allow the District to “capitalize interest”, or pay interest out of bond 

premium, for a period of up to 3 years
 This can be helpful in paying for a portion of or all proposed bond interest in 2027 – 2029
 New debt could be issued as early as late 2026 in this example with interest capitalized 27-29

Ability to Issue Future Debt Within Existing Debt Service / Millage
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Maintaining Credit Ratings
 A credit rating is obtained in conjunction with the issuance of debt but that credit 

rating is maintained for the life of a bond issue, 30 years or longer
 Rating agencies may annually provide “annual comments” that update certain factual 

information related to your public entity 
 From time to time rating agency analysts may reach out to conduct “rating 

surveillance”
 Contact your financing team if this occurs as this typically means the rating agency is formally 

looking at your credit rating and could result in a rating change
 Your financing team can run certain analytics and determine if there is upward or downward 

pressure on your existing rating
 Many times your financing team will recommend preparing a formal presentation, similar to 

when you issue new debt
47
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Looking to GFOA’s Best Practices
GFOA Debt Management Policy Best Practices http://www.gfoa.org/debt-management-policy 
GFOA Debt Issuance Checklist: Considerations When Issuing Bonds
http://www.gfoa.org/sites/default/files/u2/GFOADebtIssuanceChecklistConsiderationsWhenIssuingBonds.pdf 
GFOA Government Finance Review Articles:

• Ensuring a Successful Bond Sale http://www.gfoa.org/sites/default/files/GFR_FEB_10_16.pdf 
• Back to Basics: What Every Government Should Check Each Time It Issues Debt 

http://www.gfoa.org/sites/default/files/GFR_FEB_10_30.pdf 
• Best Practices Optimize Debt Management http://www.gfoa.org/sites/default/files/GFR_FEB_13_8.pdf 

National Bond Lawyers/GFOA Post Issuance Compliance Checklist 
http://www.gfoa.org/sites/default/files/u2/PostIssuanceCompliance.pdf 
Municipal Securities Rulemaking Board www.msrb.org 
GFOA Debt Management Policy Best Practices http://www.gfoa.org/debt-management-policy 
MSRB’s Electronic Municipal Market Access system (EMMA) http://emma.msrb.org 
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