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With Rates& Charges? w Presented by: Gary Smith

2. Traditional Utility
Project Funding w Presented by: Kim Blanchet
Overview

3. State Revolving Funad
(SRF) Program w Presented by: Bill Harkins

- Overview
Presentation ———
ISVE ool M (es[-1nnl 0 Presented by: Rochelle Owen

Ove rVi eW Overview

5. Working Together,
SRF & USDA danding

w Group Discussion

6. Funding Tools In

Summary w Presented by: Gary Smith
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Charges?

Presented by: Gary Smith, CPA
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Rates & Chargesntroduction

1. It is not uncommon for
municipally owned utilities to
neglect rates and charges for
years, if not decades.

Rates \
\Neglected/

Rate Increase Y

\ Required 4

State/Federal
Mandate

Underfund |

\‘)epreciation
Common \

Themes

2. Leading up to COVID, many
local units were faced with
mandatory rate increases to funt
neglected asset replacement
programs.

Compliance
With Debt

__ Covenants

Suffers
Public

Health
\Concerns
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3. Now what? What options are
available to minimize the impact

Reedy Fi ial G P.C.
to rate payers? R T




2018 2019 2020
Rates & Charges $ 10,201,000 $ 10,303,010 $ 10,406,040
O & M Expenses $ (7,068,600) $ (7,209,972) $ (7,354,171
Revenue Available for Debt Service $ 3,132,400 $ 3,093,038 $ 3,051,869
Max Annual Debt Service $ 2,500,000 $ 2,500,000 $ 2,500,000
Bond Coverage 125% 124% 122%
Depreciation Funded $ 632,400 $ 593,038 $ 551,869
Target Depreciation (2% UPIS) $ 1,000,000 $ 1,000,000 $ 1,000,000
Cumulative Underfunded Depreciation $ (367,600) $ (774,562) $ (1,222,693

O & M expenses generally rise from year to year.

InadequateRatesThe
Impact onDepreciatio

Costs easilputpacestagnantrevenue growth.
A Depreciation, PILOT, bond covenant compliance, all suffer

Depreciation negledbasa cumulative effect
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Rate Components

Note: Depreciation/PILOT funded with Utility
surplus. Is the surplus adequate?

$6.000.000 74% Coverage 133% Coverage 155% Coverage
,UU0, $200,00(
$5,000,000 $500,000
$500,000 $311.830
$4,000,000 $951,300 $951,300 $951,300
$3,000,000
$2,000,000
$3,302,220 $3,302,220 $3,302,220
$1,000,000
$(241,350)
$- = | |
Current Situation Min. Increase Required With $5M Project & PILOT
$(1,000,000) Spending down cash 14% 31%

BO &M [OExisting Debt Service @New Debt Service OShort-Lived Assets BPILOT
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\ w Crumbling infrastructure (piping for example)
w Shortlived assets have been neglected

=Io| MR w Plant overflow (capacity) not addressed

\ \

\ w No capacity for new industrial users
=il @ No funding source for line extension

Developmen y

s w IDEM/DQOJ order

w Could be from regulation, deferred asset replacement,

Federal/State or plant capacity
VEGGEICEM  Limited options. Significant rate hikes may be necessdry

N
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Rates & ChargesRFG Best Practices

Review Rates & Fund Depreciation
Charges & PILOT

wAt Least Every-2 w Target w Maintain
3 Years depreciation Adequate
wLocal Ordinance fundingbased on Coverage
may indicate a composite wMake Required
frequency factor Monthly
wFund PILOT and Transfers

Allocate Eligible
City Expenditure
to Utility

© 2021 Reedy Financial Group, P.C. All rights reserved.

Adhere to Bond
Protect Rate Payer

w Systematic rate
review will
eliminate
double and
triple-digit rate
hikes

wImplement new
rates and charges
In phases
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Vd

Minimize Rate Impact5 S0 U & 2 NJ LJ

New bond issued. Max Annual Debt Service (MADS) incrgases
from $900k to $925k. Minimal impact on rates & charges.

$1,000,000
$900,000

$800,000
$700,000
$600,000
$500,000
$400,000
$300,000
$200,000
$100,000
$-

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

m 2006 Utility Bond = 2012 Utility Bond 2018 Utility Bond m 2021 Proposed Bond
Reedy Financial Group P.C.
AN

© 2021 Reedy Financial Group, P.C. All rights reserved. Real Experience. Real Solutions.



Rate Increase
Political Discussion

‘

—— Laramie $ 27.56
1. Provide rate comparison data |RESSSRITE $ 20.18
(example) Columbus $ 31.10
Bond covenant discussion. We |RIETEInERde]o[ol=le! $ 32.66
raise rates or bond holders will |Blef-ERE o0t $ 37.65
make us raise rates. Vincennes $ 39.22
Failure to address rates is the |gisllelelyligs]ielg $ 40.15
LINE OSND A Ff al A gauSl $ 41.20
R2gy UKS NEZI Re QI=ERKHt $ 43.96
4. All other avenues have been Martinsville $ 52.41
explored. Washington $ 53.90
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2. Traditional Utility Project
Funding Overview

Presented by: Kimberly Blanchet
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Utility Project RolesExamples

®

pa— H— B

City Required to Engineer Assembles Bond Counsel puts
Address Utility Rates to Preliminary together Rate
Accommodate New Engineering Report Ordinance, Assists with
Plant Capacity Project (PER). If Project Will be Financing Plan,
SRF Funded, It Must be Coordinates Public
Designed Accordingly Approval Process

Reedy Financial Group P.C.
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Utility Project RolesExamples

Project Goes to Bid

oL - . &

Rate Consultant Rates Implemented, Award Bid, Fund Project
Reviews PER, Sizes Bond Purchaser/SRF Fund, Begin Construction
Financing & Required Funds the Project ALY 52yQi F2 NI
Rate Increase, Prepares DSR & make monthly B & |
Offering Docs/Due transfers (SRF)
Diligence

Reedy Financial Group P.C

)| BB BARNES &
AV ' B B THORNBURG L,
Real[Experience: Real Solutions: © 2021 Reedy Financial Group, P.C. All rights reserved.




Funding
Preliminary
Engineering
Report

Cash Funded ‘

Pros Cons

Less Costly May not have the
cash to fund the
design

Award Design | May need cashflo
Contract for other things
Immediately

© 2021 Reedy Financial Group, P.C. All rights reserved.

Bond Anticipation Note
(BAN)

Pros cons

Funding source | More Costly
when cash is (carrying costs,
limited costs of issuance)

Interest only Need cash flow to
payments for up | make scheduled
to 5 years interest payments

Provides cashflo
to get the project
to bid

B E " BARNES &
B B THORNBURG L,




B

City Councill
introduces a
proposed Rate
Ordinance.
First reading of
proposed Bond
Ordinance.

Introduction O

Ordinance

First Meeting
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10 days prior to
the public
hearing for the
proposed Rate
Ordinance,
public notice
must be made.

10 Da;
Public Notic

City Councill
opens their
public meeting
for discussion
on the
proposed Rate
Ordinance.

PuDblic
Fearing. ¢
Adoptior

Second Meeting Second Meeting
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Utility Project RolesExamples

B

After
discussion,
City formally
adopts the
Rate
Ordinance,
officially
implementing
the new rates.

Formall)

Adopt Rat
Ordinanc

!

City formally
adopts the
Bond
Ordinance,
outlining the
parameters
and other
specifics of
financing.

Formall)
Adopt Bont
Ordinanc

Second Meeting

BARNES &
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Preliminary Analysis

wPut together timetable
wUpdate Rate Report with cost estimates and bond si
wDetermine Impact on User Rates

raditional
Financing Process

Offering Document Prep

wDraft Preliminary Official Statement/Term Sheet
wBond Rating, Bond Insurance, Surety Funded Rese
wProject goes out to bid

Bond Sale

wProject bids received
wBond size and structure is finalized
wCompetitive Bond Sale (temporarily changed)

B E " BARNES &
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© 2021 Reedy Financial Group, P.C. All rights reserved.




Bond Costs of Issuance Explained

wBond Counse] Consults on legal process, prepares legal documentation, tax exempt certificate
wRate Consultant Puts together Rate Report, sizes bonds, assists the City in determining most optimal debt strategy

wUnderwriter/Placement Agent FeesCost of having a third party negotiate directly with retail and institutional
investors

wBond Insurance Third party guarantees payment with their AA credit rating, making the bonds more marketable
wCredit Rating; Third party assigning a value to the credit worthiness of the payment source
wSurety Policy PremiumOnetime sunk cost in lieu of funding the entire reserve requirement

wCapitalized Interest Interest accrued before the first payment date that is paid from bond proceeds
wDebt Service ResergeRequired for revenue bonds. Usually max annual debt service.

B2
Reedy Financial Group P.C, MW BARNES &
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3. IFAc State Revolving Fund
Program Overview

Presented by: Bill Harkins
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Indiana Finance Authority ﬂ
State Revolving Fund Loan Program ...

Environmental Programs

State Revolving Fund Loan Program
August 10, 2021

State Revolving Fund
100 N. Senate Avenue, Room 1275
Indianapolis, Indiana 46204

wharkins@ifa.in.gov
317-2344862



Environmental Programs

SRFPrograms Provide

A Financing for drinking water and wastewater projects
A Federal funds administered by the State

A Below market interest rates
A 20-year repayment period

A 35-year repayment period for
A Disbursements as needed




