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City Successful in Debt Refunding Issue 
………………………………………………………………………………………………………

Recent sale produced savings to reduce debt service costs
The budget advantage of a strong AA bond rating in a volatile financial market was evident on May 14 when the City successfully sold $31.4M in refunding bonds.  The True Interest Cost (TIC) for the sale was 2.33%. The refunding issue generated a net present value savings of $1.3M, which will be applied over the next nine years to reduce annual debt service costs.  
Starting with a savings of $208,904 in FY10, debt savings will stay a little over $200,000 through FY15, decrease below $100,000 in FY16 and below $36,000 in the last two years.  

The bonds being refunded were originally sold in fiscal years 2001, 2002 and 2003 at interest rates a little under 5.0%, with maturity dates between 2009 and 2018.

The bonds were sold competitively and the winning bidder was Barclays Capital, Inc.  Eleven firms bid on this issue, indicating the confidence the market has in Boston and the attractiveness of its bond issues.

The TIC of 2.33% for this refunding issue compares favorably with the 3.87% Boston paid in March for the refunding issue of $8.9M over 20 years.  The shorter payment period accounts for the better rate in May.

In an effort to manage its debt service costs, the City has sold 11 debt refunding issues since FY01 totaling $574.7M, for a total net present value savings of $32.4M, not including the May sale.  FY03 was the most active year for sales during the last recession with four different issues totaling refunding debt of $263.9M.
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