
D A m  3/2/99 AGENDA ITEM # /c% 
( ) APPROVED 
( )  CONTINUED TO 

OD- 

TO: J- APP, City 

FROM: Mike Compton, Director of Adminkatme Services 

SUBJECT: Templeton Interceptor Sewer Line Upgrade 

Date: March 2.1999 

Need: For the Council to consider expansion of the templeton sewer interceptor h e  to 
;urommod?te future growth 

F;lcts. - 1. A need has been identified to expand the carrying capacity of the sewer line in order 
to accommodate anticipated comm&rd  growth along Ramada and Theave 
Drives, south of Paso Robla. 

2 This sewer line is shared with Templeton Community Services Disuict (TCSD) 
and there is very little capacity remaining. There is sufficient apacity to 
accommodate minimal sewer dischargers but the City could be forced to deny the 
development of an indus tr iaVmanufm facility if it was a heavy sewer discharger. 

3. It is estimated that the cost to increase the capacity of the sewer line is $5,000,000. 
This is a very prdbinary estimate and is subject to change when more f o r d  
engineering estimates are prepared. 

4. Carollo Enginering can complete the preiimrnary engineering for an cstimataed cost of 
530,000. 

5. The City does not have the resources to undertake a $5 million project. 
Existing resources have been fully committed by the Council in the Four Year - 
Capital Improvement Pro+ Budget 

6. In order to offset expenditures which may be incurred prior to the issuance of rrvenue 
\ bonds, the Council must adopt a reimbursement resolution beforehand 

7. The Fiscal Policy Committee has met to consider funding options and their 
rrcommendations are noted below. 

Analysis and 
Condusion: The sewer line is shared with the Templaon Community Serv icg  District whose share of 

the capacity of the line is capped. Though is currendy remaining capacity available for Paso 
~ob l&,  it will only acc0mtGdat.e deve~&~ment which has &al Aver  discharge volumes. 
Should a high volume sewer discharge commercial or i n d d  enterprise desire to locate in 
this area, the City would be forced to deny the development. Providing additional sewer 
apacity in this area provides the City with additional options/opportunities to 
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aummmodate economic dcdeopment with our community. Given the above, the following - 
funding options have been identifid 

a. Impose a new development impact fee which would be paid by new 
developments which locate in this sewice arez While this option would p k  
the cost burden on the beneficiaries, it is impractical for two reasons. Fi, the 
fee would likely be so cost prohibitive that development would not oaxu; and 
secondly, the improvements need to be made in advance so as to aftnct and 
accommodate dewlopment projects. 

b. Establish an assessment district. This would eliminate 'upfront' cost 
of a development impact fee, but may still discounge high volume c o r n m ~  
usus from locuing in this uez 

c. Issue revenue bonds. Sewer usa  fees would have to be increased community 
wide in order to generate sufficient revenues to make annual debt service 
payments and provide the required covmge ratios. 

In addition to the funding optiorx noted above, the City could eliminate the need for the 
sewer line upgrade by limiting development to low didurge enterprises. 

ISSUING NEW BONDS: 

B?sed upon the current op&g budget, existing annual debt senrice requirements and the 
annual debt service requirements for a new revenue bond, current revenues are $555,000 
short per year to fund a $5 million expansion project. In order to generate this amount of 

P 

1 
new, r d g  revenues, the flat rate portion of the sewer w fee for both residential and 
commercial usus would have to be increased by $6.90 per month. This represents a rate 
increase of 57.3% in the existing flate clte amount of $12.05. 

In order to reduce the immediate impact of a rate increase, it could be implemented in stages 
over a period of years; i.e. 3 to 5 yeus. Whether the required rate increase is implemented 
over 3 years or 5 years, the aggregate result is the same. For a three year rate adjustment, the 
total cost impact will rach $91.95 ($30.65 X 3) annually. For a five year rate adjustment, 
the t o d  impact will reach $91.95 ($18.19 X 5) annually. Implementing a rate incruse over 
an established timeline would not prevent the issuance of revenue bonds. However, the 

- . short term revenue shortfalls would increase or decrease with the implemcnation schedule 
choosen and whether or not an inflationary factor is applied. 

There is sufficient cash in the Sewer Operations Fund to advance said shortfall. Copies of 
the four different bond scenarios arc attached. There is one each for three and five year rate 
implementation schedules without inflationary adjustments and one each with inflationary 
adjustments.. 

As an additional rate incrase mitigation &rt, the refinancing of the 1993 Sewer Refunding 
Bonds could be undertaken in conjunction with the issuance of new revenue bonds. The 
1993 bonds could be 'forward delivery' refunded The bonds are not technically refunded 
until December 1,2000 but a forward delivery date of September I, 2000 would lock in 
current interest rate. The refunding carries a 2% premium fee on the outstanding prinapd. 
Combined annual debt service would be decreased from the 5870,700, identified in the 
scenarios described above, to 5650,000. This has the effect of reducing the aggregate annual 
impact of a rate increase. 
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The downside to r-dng the 1993 bonds is that the remaining turn length of the these 
bonds would be extended from having 9 yevs remaining to a new term length of 30 years. 
As of July 1,. 1999, the 1993 bonds have a total outstanding debt obligation, principal and 
interest, of $5,189,200. If refunded again, the new obligation would increase to $8,596,400. 

This is not an d v e  option and has not bem recommended by F i s d  Policy Committee 
or staff. 

OTHER PERTINENT INFORMATION: 

The current rate svucnve provides sepamte rates for residential and commercial usus. The 
midentid sewer user fee is a flat rate mount of 512.05 per month. The commercial rate is 
$12.05 per month plus a $1.07 per 100 cubic feet of me& water in excess of 500 cubic feet. 

A R?t rate for residential users is the most common practice and is true with every city in 
San Luis Obispo County. The reason for this p d c e  is that, generally speaking, residential 
sewer d idurges  don't vary to much from residence to residence and the discharges are 
relatively minor when considered individually. This practice also takes into account that 
much of the metered water consumption is used for landscaping. 

However, should the Council desire to consider implementing a variable rate component to 
the residential rate structure, it is estimated that the average annual metered water 
consumption for all  5/8 and ?4 inch water meters is 1,600 cubic far. Using the commercial 
variable rate, the rate increase would be $1 1.77 or 97.7% (1,600 cufc. less 500 a f t .  divided 
by 100 times 51.0a. If a credit were to be applied for residential landscape water 
consumption in the amount of a second 5W cu.ft. credit, the rate increase would be $6.42 or 
53.3% (1,600 mft. less 1,000 cu.ft. divided by 100 tima $1.07). 

. . . , . . . . . . . . . 
For the record, when compared to other agencies who provide for both collection and 
treatment facilities, the City of Paso Robles has the second lowest residential sewv user fee, 
$12.05 ve- the City of &mops $10.60. However, it should be noted that Pismo subsidizes 
their sewer operations with General Fund monies. 

Full sewer service rates are provided as follows: 

Bismo Beach $10.60 
P& Robles 12.05 
Mom Bay 12.56 
Atascadcro 20.18 
San Luis Obispo 21.79 

The City of Grover Beach and the TCSD only provide collection senrics. Treatment is 
provided other agencies but their sewer user fees are $16.42 and $21.50 respectively, as 
compared to Paso Robles' $12.05. 

CONCLUSION: 

The Fiscal Policy Committee has recommended that the City issue sewer rwenue bonds to 
finance the expansion of the sewer line. In order to satisfy debt service ratios, the committee 
further recommends that the montbly residential and the fixed rate portion of the 
commercial sewer rate by increased in three annual increments of $2.95, $3.00 and S3.00. 

D:amike\a~rise\sewu\SR sewer revenue bomhfces Page 3 



In order to mitigate the sewer user fee rate increase and & into account inflationary 
impacts upon operating expenses, the Fisal Policy Committee has recommended that, 
should the Council move forward with the project, sewer user fees be increased in three 
annual increments; $2.95, $3.00 and $3.00 for a total increase of $9.00. 

The approval of the proposed resolution has no immediate fiscal impact. Should the project 
proceed m completion and bonds be issued, any expenditures made prior to the sde of 
bonds would be 100% reimbursable to the City from the bond sale proceeds. This includes 

. .. . the.preliminuy engineering work undertaken by Carollo Engineering if work is authorized 
by the Council. 

Options: 

As noted in the resolution, its adoption doesnot commit the City to spend any funds on the 
project or complete the project. Should expenditures be incurred on the pm-y 
analysis of the project and the issuance of sewer revenue bonds not occur, no some of 
reimbursement would be available.  on-reimbursable expenditures would be charged 
against current budgetary appropriations as an operating expense. The estimated cost of the 
prehhiuy  d y s k  is $30,000. 

As noted above, the City does not have the resources to undertake $5 million upgrade to the 
Templeton interceptor sewer lie. The City would have to look to long tenn debt h & g ;  
i.e. sewer revenue bonds, in order to provide the-needed rcsourccs. Howevet, the issuance of 
sewer revenue bonds will require a sewer user rate increase. Given current operating 
revenues and expenses, as well as required debt service ratios, the revenue shortfall is 
$555,000. Based upon appm&tely 6,700 customers, the current $ 12.05 flat rate amount 
would have to be increased by $6.90. 

The nte increase could be implemented over a period of time and the bond debt service 
schedule could be svucrurcd accordingly. The downside is that the needed rate inaease 
would be slightly higher in the aggregate tod.  This does not t& into consideration annual 
inflationary impacts upon operating expenses. 

a That the Council: 

1. Dimx st& to undetake preliminary engineering and cost studies relative to the 
expansion of the Templeton sewer line; and 

2. Authorizies the City h4anager to execute a contract with Carollo Engineering to 
un- the necessary preiiminvy engineering work on the behalf of .the City; 
and 

3. Identifls the issuance of sewer revenue bonds as the funding mechanism for the 
project including the required sewer user fee inaeases as recommended by the 
F M  Policy Committee; and 

4. Adopt the attached rsolution establishiag the means to reimburse sewer 
interceptor project expenditures incurred prior to the sale of the sewer revenue 
bonds; or 

b. Amend, modify or reject the option above. 



RESOLUTION NO. 

A RESOLUTION OF THE ClTY COUNCIL OFTHE ClTY OF EL PAS0 DE ROBLES 
DECLARING OFFICIAL INTENT TO REIMBURSE PROJECT EXPENDITURES FROM 

PROCEEDS OF INDEBTEDNESS 

WHEREAS, the City intends to engineer, design and to construct TempIeton interceptor 
sewer upgrade improvements (the "Project"). 

WHEREAS, the City expects to pay certain expenditures (the "Reimbursement 
Expenditures") in connection with the Project prior to the issuance of indebtedness for the 
purpose of hancing costs associated with the Project on a long-term basis; 

WHEREAS, the City reasonably expects that it will issue indebtedness to finance the 
Project in an amount not expected to exceed $6,000,000 and that certain of the proceeds of the 
debt will be used to reimburse the Reimbursement Expenditures; and 

WHEREAS, the City desires to declare its official intent to pay Reim-t 
Expenditures with proceeds of a subsequent borrowing; 

.1Lr 
NOW, THEREXORE, BE IT RESOLVED by the City Council of the City of El Paso de 

Robles, California, as follows: 

1. Pursuant to US Treasury Regulations Section 1.150-2, the City hereby declares its 
official intent to use proceeds of indebtedness for the Project to reimburse the City, 
for Reimbursement Expenditures. 

2 This resolution does not bind or commit the City to make any expenditure, incur any 
indebtedness, or otherwise proceed with the Project. 

3. This resolution shall take effect immediately upon its adoption. 
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PASSED AND ADOPTED by the City Council of the City of El Paso de Robles, 
California, on the 16day of Febmary, 1999 by the following vote: 

AYES: CauncilMembers: 

NOES: CouncilMembers: 

ABSTATN: Council Members: 

ABSENT: Council Members: 

Madelyn Paasch, City Qerk 
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DRAFT 

PRELIMINARY REPORT 

PAS0 ROBLES INTERCEPTOR SEWER LINE EXPANSION 

GOAL: 

To identify to major physical components and associated costs needed to expand the 
capacity of the city interceptor sewer line which lies between Hwy46 west and the 
existing 27 inch sewer line in S. River Road near Niblick Road. 

BACKGROUND: 

the City owns and operates a 12 inch sewer line mnning northerly along the railroad 
tracks from Templeton to a pump station and bridge across the Salinas river; over to 
South river Road and then northerly on River Road. ' - 

In 1998, the city signed an agreement with Templeton granting a portion of the 12 inch 
line to the TCSD up to Volpi Ysabel Road. 

Additionally, the city has granted a majority of the line capacity to Templeton in 
agreement revisions over the years. therefore the City has marginal sewer capacity to 
service the areas around the Hwy 461101 Interchange. 

Although land use planning could limit the impacts of vacant property, by allowing only 
those types of uses that had minimal wastewater impacts, the city is also exploring the 
potential to expand the wastewater collection system in this area to carry additional 
capacity. 

MAJOR COMPONENTS FOR UPGRADE 

No preliminary engineering has been done at this time; therefore only a preliminary 
estimate of those improvements that might be needed can be done. The primary elements 
of the expansion would be: 

1) Modification to Lift Station #2 
2)  Modification or addition to the existing suspension bridge crossing the Salinas river 
3) Upgade of underground sewer lines(pardle1 line- 13 inch size) 



GROSS COST ELEMENTS 

Based on the modifications listed above, there are some general estimates that can be 
used to estimate this project for planning purposes. The #2 lift station is estimated to be 
expanded, not replaced. Based on costs for an upgrade to lift station #1 on River Rd. that 
the City is going to bid on in 1998; an upgrade would be $100,000. The suspension 
bridge was originally build for close to $ 1 million. Since this was 30 years ago, it is 
estimated that a modification to the existing structure(if possible) or placing a new 
structure, would be in the range of $1.6 to $1.9 million. The new line costs and manholes 
would be a length of approximately 16,000 ft. Estimated cost is $1.2million. engineering, 
construction management, and contingencies would add another 25 percent to the total. 

Summary: 

#2 Lift Station $1,000,000 
Suspension Bridge $1,900,000 
New pipe $1,200,000 
Engr.& conting. $1,025,000 

Total Estimate $5,125,000 

the project is a major effort both in tenns of engineering and funding resources. A basis 
timeline would be as follows: 

Prelim Engineering: 4 months 
Prelim Design and 
Cost Estimate 3 months 
Environmental 
Studies 4 months 
EIR process 6 months 
Final Engr. 6 months 
Bid Process 4 months 
Construction 18 months 
Total 45 months or 3.75 years 

The city has limited alternatives to serve this area. The presence of the existing line 
would point to the expansion of faciIities to handle additional capacity needs. The 
installation of a separate treatment plant (small or package plant) would not be approved 



i 
-b by the Regional Water Board at this location. Septic systems likewise would not be 

permitted. Restriction of land use could be used to regulate wastewater discharge for 
undeveloped parcels, but would also restrict the types of uses for each property. 

FINANCING 

Financing of such and improvement would typically come from the Sewer Enterprise 
Fund. Unfortunately, the resources of the fund are currently paying for the last Plant 
expansion, and resources are committed well into the future. It is projected that the 
balance in the fund will go negative in the year 2000-2001, based on current fees. A 
project of this magnitude would require a revenue bond of some sort with an associated 
fee increase to cover the project bond payments. An increase of 3 1 per account, based on 
7000 accounts in the city, would yield $84,000 per year for bond payments; or enough for 
a $840,00 bond issue. This translates into a $6 increase per account or approximately a 
50% increase in fees to cover the debt. These numbers need to be reviewed by Mike and 
most likely, bond counsel to get a more accurate analysis. 

A review of the existing improvement program did not yield any significant projects that 
could be dropped in lieu of this project; alternate financing would need to be obtained 
either through a bond issue, COP, or low interest loan programs if available. 
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MEMORANDUM 

Date: January 7, 1999 

To: Mike Compton 

From: G. Craig Hill 

RE: Sewer Fund Financing A l temat i i  

We have reviewed the information received from you regarding the current sewer charges and obligations. 
We understand that the existing sewer rates have a f ~ e d  flat rate component and a usage charge that 
generates most of the gross revenues to the sewer fund. There is an existing debt sewice obligation that 
remains until 2007 unless refinanced through a forwarddelivery refunding at the time of this proposed 
financing. There are a.couple of options available to achieve the requested $5,000,000. We have 
assumed for purposes of our scenarios that the $5,000,000 is made available immediately and there is no 
need for interest earnings to net against the deposit amount 

Our calculations indicate that currently, there is a revenue shorffall (related mostly to the coverage 
requirement) of $307,125. Are there interfund transfers that are making up the shortfall? Are there 
balances due to other funds at this time? We have assumed that the additional funding excludes any of 
these Issues. 

.l 
In order to fund $5,000,000 for sewer projects, a bond issue of $5,715,000 is required. We can s t~c ture  -5c 

the issue to have no maturing principal until the ex~sting bonds have matured, therefore only pay interest. 
This would allow for a 30-year issue with the minimum amount of overlaying debt serwce. Interest only for 
the first years is estimated at $285,000. 

The combined additional revenue requirement for the existing and proposed bonds is approximately 
$860,000. This shortfall exists until revenues can be increased, either at once or over time. As we 
discussed, in order to give comfort to the bond holders and insurance companies (assuming this is an 
insured AAA/Aaa financing) having the rate increases in place and approved by council is sufficient, even if 
the rate increases occur over many years. 

Given the existing debt service, there are not a lot of options on the stmcture of the proposed new bonds. - 
We will need to pay interest only to minimize the total debt service load on the sewer fund. Phasing in the 
rate increase over time can work with a short-term interfund loan that would be paid back from excess 
revenues once the full rate increase is in place. There are Prop. 21 8 issues to be aware of, but given the 
use of the proceeds and the repayment of the interfund loan, we should steer clear of any problems. 

We have kept your assumptions on the rate increase over three years for purposes of the following table. 
Given the 125% coverage requirement, there will be excess revenues remaining after year fiscal year's debt 
service. Under the interfund loan scenario, a full transfer will be required with the excess available to pay 
back the loan after debt service is made. We will want to discuss the deposit requirement in more detail 
with the rating agencies and bond insurance companies. In the past, they have required the entire shortfall 
over all the years to be deposited to the sewer fund prior to issuance of the new bonds. 

Mark Northcross 
244 Manor Drive 
Mill Valley, CA 94941 -1 385 
(41 5) 380-9746 
(41 5) 380-8547 Fax - - . - --- 

Wes Loran 
522 Fairbanks Street 

Oakland, CA 9461 0-1 51 0 
(51 0) 268-991 4 

(51 0) 268-9671 Fax 
l A l - - l  - - m r n A e l  ,.-- 

- 
G. Craig Hill 

1491 Indian Valley Road 
Novato, CA 94947-4206 

(41 5) 897-9943 
Fax (41 5) 892-861 2 

CrUill6?cnrnnl Inerve corn 
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Revenue shortfalls for a 3-year phase-in are as follows: 

Fiscal Net 
Year Revenues 

1999100 630,351 
2000101 1,043,913 
2001102 1,256,169 
2002103 1,256,759 
2003104 1,258,140 
2004105 1,257,850 

Debt 
Service 

832.843 
860,460 
862,820 
868,345 
867,183 
874,375 

Coverage 
Requirement 

1,041,054 
1,075,575 
1,078,525 
1,085,431 
1,083,979 
1,092.969 

Interfund Actual 
Loan Endinq Cash 
41 0,703 208,211 
31,662 215,115 

21 5,705 
21 7,086 
21 6,796 
347,974 

This analysis assumes that the loan amounts are taken down in the year required. The conservative 
approach would be to assume that a single transfer to the sewer fund of $442,364 would be made prior to 
closing. Any loan between funds can carry an interest charge to compensate for the use of the funds. The 
impact of this transfer is only when the funds are available to the originating fund. 

The impad of a 5-year phase-in of the rate increase targets the repayment of the interfund loan. If the 
revenues are not generated on a timely basis, the repayment is amortized over a longer period. The 
decisions to shorten the rate increase period or subsidize the sewer fund through the loan are strictly a 
policy decision. We have had councils go both ways on this point. 

Revenue shortfalls for a 5-year phase-in are as follows: 

f Fiscal Net - Year Revenues 
1999100 . 548,211 
2000101 - 879,632 
2001l02 1,009,747 
2002/03 1,133,548 
2003104 1,258,140 
2004105 1,257,850 

Debt Coverage 
Service Requirement 

832,843 1,041,054 
860,460 1,075,575 
862,820 1,078.525 
868,345 1,085;431 
867,183 1,083,979 
874,375 1,092,969 

Interfund Actual 
Loan Ending Cash 
492,843 208,211 
195,943 215,115 
68,778 215,705 

21 7,086 
21 6,796 
347,974 

This analysis assumes that the loan amounts are taken down in the year required. The conservative 
approach would be to assume that a single transfer to the sewer fund of $757,564 would be made prior to 
closing. Any loan between funds can cany an interest charge to compensate for the use of the funds. The 
impact of this transfer is only when the funds are available to the originating fund. 

We are working on the numbers for a forward delivery refunding on the existing debt service, combined with 
the proposed new bonds to see what impact that will have on the rate increase. We anticipate getting this 
analysis to you by the end of the week. 

Please call if you have any questions on the enclosed information. We will also email you the revised 
spreadsheet. 



-Year Phase-~n of Rate Increase $ 30.65 lyear 
lus Interfund Loan of $ 442,364 
lo lncrease In Expenses 

FY 1999100 FY 2000101 FY 2001102 FY 2002103 FY 2003104 FY 2004105 
;urrent Rate Revenues 1,952,000 2,157,351 2,362,703 2,568,054 2,568,054 2,568,054 
Rate Hike (Annual) 
Total Additional Revenues 
hrrent Expenses 
'rior Year's Coverage Balance 
\let Revenue 
Combined Debt Service 
Coverage Requirement 

4dditional Revenues Needed 
qemaining Cash Balance (Coverage) 
Cash Available for Loan Repayment 



.-Year Phase-in of Rate Increase $ 30.65 /year 
'lus Interfund Loan of $ 472,904 
1°h Expense Inflator 

FY 1999100 FY 2000101 FY 2001102 FY 2002103 FY 2003104 PI 2004105 
:urrent Rate Revenues 1,952,000 2,157,351 2,362,703 2,568,054 2,568,054 2,568,054 
Rate Hike (Annual) 30.65 30.65 30.65 
Total Additional Revenues 205,351 205,351 205,351 
:urrent Expenses (1,527,000) (1,557,540) (1,588,691) (1,620,465) (1,652,874) (1,685,931) 
'rior Yeats Coverage Balance 208,2 1 1 215,115 215,705 217,086 216,796 
\Jet Revenue 630,351 1,013,373 1,194,478 1,163,294 1,132,266 1,098,918 
Combined Debt Service 832,843 860,460 862,820 868,345 867,183 874,375 
Coverage Requirement 1,041,054 1,075,575 1,078,525 1,085,431 1,083,979 1,092,969 

9dditional Revenues Needed 41 0,703 62,202 - - 
?ema~ning Cash Balance (Coverage) 208,211 215,115 215,705 217,086 216,796 218,594 

472,904 

Cash Available for Loan Repayment 115,953 77,863 48,287 5,949 248,053 



-Year Phase-in of Rate Increase $ 18.39 /year 
llus Interfund Loan of $ 757,564 
lo lncrease In Expenses 

N 1999100 FY 2000/01 FY 2001102 FY 200U03 FY 2003104 PI 2004105 
;urrent Rate Revenues 1,952,000 2,075,211 2,198,422 2,321,632 2,444,843 2,568,054 
Rate Hike (Annual) 18.39 18.39 18.39 18.39 18.39 
Total Additional Revenues 123,211 123,211 123,211 123,211 123,211 - 
hrrent Expenses (1,527,000) (1,527,000) (1,527,000) (1,527,000) (1,527,000) (1,527,000) 
%or year's Coverage Balance 
\let Revenue 
Combined Debt Service 832,843 860,460 862,820 868,345 867,183 874,375 
Coverage Requirement 1,041,054 1,075,575 1,0781525 1,085,431 1,083,979 1,092;969 

qdditional Revenues Needed 492,843 195,943 68,778 - - - 757,564 
iemaining Cash Balance (Coverage) 208,211 215,115 215,705 217,086 216,796 218,594 ] 
Cash Available for Loan Repayment 48,117 174,161 164,881 387,159 
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j-Year Phase-in of Rate Increase $ 18.39 /year 
'lus Interfund Loan of $ 895,142 
!% Expense Inflator 

2urrent Rate Revenues 
Rate Hike (Annual) 18.39 18.39 18.39 18.39 18.39 
Total Additional Revenues 123,211 123,211 123,211 123,211 123,211 

Current Expenses (1,527,000) (1,557,540) (1,588,691) (1,620,465) (1,652,874) (1,685,931) 
Prior Year's Coverage Balance 208,211 215,115 215,705 217,086 216,796 
Net Revenue 548,211 849,092 948,056 1,040,083 1,132,266 1,098,918 
Combined Debt Service 832,843 860,460 862,820 868,345 867,183 874,375 
Coverage Requirement 1,041,054 1,075,575 1,078,525 1,085,431 1,083,979 1,092,969 

Additional Revenues Needed 492,843 226,483 130,469 45,348 - 895.142 
Remaining Cash Balance (Coverage) 208,211 215,115 215,705 217,086 216,796 218,594 1 
Cash Available for Loan Repayment 48,287 5,949 54,237 

?:, 
, I 

<: 
\ 
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- 
SOURCES AND USES OF FUNDS 

El Paso De Robles Public Financing Authority 
1999 Sewer Revenue Bonds 

Dated Date 07/01/1999 
Delivery Dab 07/01/1999 

Sources: 

Bond Proceeds: 
Par Amount 

Uses: 

Project Fund Deposits: 
Sewer Project Fund 

Other Fund Deposits: 
Debt Service Reserve Fund 

Delivery Date Expenses: 
Cost of Issuance 150,000.00 
Underdtefs Discount 71,437.50 
Bond Insurance Premium (0.75 bp) 60,003.63 

281,441.13 

Other Uses of Funds: 
Additional Proceeds 

07-Jan-99 1 1 : 16 am Prepared by Project Finance Associates, Inc. Page 1 



From: G d d  Craig Hi! To: Mlke Compton Date: lfflQ9 Time: 11:20:32 AM Page 9 of 1 1 

- 
BOND DEBT SERVICE 

fl Paso De Robles Publlc Financing Authority 
1999 Sewer Revenue Bonds 

Dated Date 07/01 11 999 
Delivery Date 07/01/1999 

Period 
Ending Principal Coupon Interest Debt Sewice 

07-Jan-99 1 1 : 16 am Prepared by Project Finance Associates, Inc. Page 2 



BOND SOLUTION 

El Paso De Robles Public Financing Authority 
1999 Sewer Revenue Bonds 

Period Proposed Proposed Existing Total Adj Revenue Unused Debt Serv 
Ending Principal Debt Service Debt Service Debt Service Constraints Revenues Coverage 
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- NET DEBT SERVICE 

El Paso De Robles Public Financing Authority 
1999 Sewer Revenue Bonds 

Period Total General Debt S e ~ c e  Net 
Ending Debt Service Fund Reserve Fund Debt Service 

07-Jan-99 1 1 : 16 am Prepared by Project Finance Associates, Inc. Page 4 



Base Calc 

1993 Sewer Revenue Refinance Bonds: $ 585,700 Average Annual Debt Service (current) 
1999 Sewer Revenue Bonds 285,000 Average Annual Debt Service (estimated) 

Total Estimated Annual Debt Service $ 870,700 

Net Revenues Required @ 1.25% I $ 980,000 1 Covenant Ratio ($870,700 X 125%) 

Total Current .Grass Revenues: 1,952,000 
Total Current Operating Expenses: 1,527,000 Excluding depreciation 

Net Revenues/lncome $ 425,000 

REVENUE SHORTFALL 

Number of City Sewer Accounts 6,700 (Res. 6,20WCom.500) 
Fee per City Sewer Awunt  - Monthly 1 $ 6.90 1 
Current Monthlv Sewer Fee - 

Flat Rate ~ o & o n  ONLY I $ 12.05 1 
Estimated New Flat Monthly Fee I$ l8.N 1 
Percent INCREASE 

Page 1 



Fmm: Mark Ncrthtmss To: MIb Compton Date: 1211 0198 Tme: 6:11:28 PM Pagr 1 of 1 

PROJECT FINANCE ASSOCIATES. LLC 
I 

Date December 7 0, 7 998 8:7 1 PM 

244 Manor Drive 

Mill Valley, CA 94941 -1 385 

TO: Mike Compton 

Phone 

Fax Phone 

Number of pages including cover sheet 1 

I FROM: Mark Northcross 

I Principal 
I Phone (415) 380-9746 

Fax Phone (475) 380-8547 

RE: Sewer revenue bond 

I REMARKS: u ~ e n t  For your review C] Reply ASAP Please Comment 

Dear Mike; 

Assuming 5 million in net proceeds, no earnings during construction, bond insurance and a 5% 
average coupon (slightly conservative), gross debt service is $365,000 per year. Net debt service 
is about $347,000 per year. Assuming a 1.25 times coverage factor, you will need to show net 
revenues of $456,000 per year to cover this debt on a partiy basis with the other sewer revenue 
bonds. (The old sewer revenue bonds also need to show 1.25 coverage. However, I don't have the 
material on that issue. You might want to send it to me. Also, please send me the 1998 audit, and I 
will take a crack at doing a coverage analysis and seeing how much, if any, your rates need to go 
up to handle this debt. 

Call me with questions. 

Mark 



Fmm: Gerald Craig Hill 4151802-8612 To: Mike Compton Data: l112fQQ Tima: 9:03:20 AM 

MEMORANDUM 

Date: January 12, 1999 

To: Mike Compton 

~ rom:  G. Craig Hill 

RE: Sewer Fund Financing Alternatives - 2 

As we discussed with you last week, the Ctty may have an opportunity to restructure the existing 1993 
sewer revenue bonds. These bonds are refundable on December 1, 2000 with a premium of 2% on 
outstanding principal. The timeframe is short enough that this refunding could be done as a forward 
delivery to next September (2000). A forward delivery structure locks in today's interest rates (with a 
slightly higher premium) and a written obligation by an underwrrting firm to deliver the bonds on the 
forward date (September 1, 2000). No proceeds change hands until the fofward date. Once the forward 
delivers, the 1993 bonds would be refunded within 90 days (a current refunding). 

We have calculated the new debt service assuming the 1993 bonds are refunded as discussed above. 
We have also restructured the refunding bonds to include a 30-year amortization. Level debt service 
combined with the proposed new bonds discussed in the January 7 memo would reduce the need to 
increase the sewer rates dramatically. 

Advantaaes To Combinins The Forward Refundinq With The New Bonds 

Combined Annual Debt Service reduces from $860,00O/year to $650,00O/year 
There is no drop in annual debt service after 200712008 
The total rate increase decreases from $91.95 to $33.58 

The interfund loan was estimated to be $442,364 based on our January 7 memo. Under this proposed 
structure, the interfund loan would need to be $557,398. The increased amount is due to the high debt 
setvice for fiscal year 199912000 (prerefunding) and the reduced revenue infusion from the lower rate 
increase. 

Please call if you have any questions on'the proposed forward delivery refunding or the attached tables. 
We will also ernail you the revised spreadsheet. 

't 

Mark Northcross Wes Loran G. Crag Hill 
244 Manor Dr~ve 522 Fairbanks Streer 1491 Indian Valley Road 
Mill Valley, CA 94941 -1 385 
41 51380-9746 
41 5/380-8547 Fax 

Oakland, CA 94610-1 51 0 
51 01268-991 4 

51 01268-9671 Fax 

Novato, CA 94947-4206 
41 51897-9943 

Fax 41 51892-861 2 
- - 9  1 . 1 1  - - _ _ - .  - - -  .- -,.- 



Rate Increase (1 -time) $ 33.58 
Plus Interfund Loan of $ 377,540 
No lncrease In Expenses 

j, 3 
,.)) 

Prepared By Project Finance Associates, Inc. 

FY 1999100 FY 2000101 FY 2001102 FY 2002103 FY 2003104 FY 2004105 
Current Rate Revenues 1,952,000 2,177,000 2,177,000 2,177,000 2,177,000 2,177,000 

Rate Hike (Annual) 33.58 
Total Additional Revenues 225,000 

Current Expenses (1,527,000) (1,527,000) (1,527,000) (1,527,000) (1,527,000) (1,527,000) 
Prior Year's Coverage Balance 205,109 161,993 162,563 162,272 161,880 
Net Revenue 650,000 855,109 81 1,993 812,563 812,272 81 1,880 

Combined Debt Service 820,434 647,973 650,252 649,088 647,521 650,445 
Coverage Requirement 1,025,543 809,966 812,815 81 1,360 809,401 813,056 

Additional Revenues Needed 375,543 822 - 1,176 
Remaining Cash Balance (Coverage) 205,109 161,993 1 62,563 162,272 161,880 162,611 

377,540 

Cash Available for Loan Repayment 45,142 1,203 2,871 49,216 



Paso Robles Sewer Project Financing 
I-Time Rate Increase wl Revenue Shortfall Contribution 

Coverage Actual 
Fiscal Proposed Existing Total 125% Available Excess1 Excess1 Coverage 
Year 

June-00 
Principal Debt Service Debt Service 

247,379 573,055 

\. 'I 

< - -. . 
-IV Proiect Finance Associates. Inc. 

Debt Service Coverage 
820,434 \ 1,025,543 

Revenues 
650,000 

(Shortfall) 
(37 5,543) 

45,142 
(822) 

1,203 
2,871 
(1,176) 
2,012 
(434) 

(2,161) 
2,945 
2,444 
2,764 

(2,181) 
1 37 

(2,839) 
1,327 

247 
442 

1,945 
(1 ,245) 
3,177 
2,452 

(2,842) 
(1 92) 

(2,345) 
3,199 
(2,0771 

930 
(261) 
589 

(2,682) 

Percentage 
79% 
132% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 
125% 



3-Year Phase-in of Rate Increase $ 11.19 lyear 
Plus Interfund Loan of $ 557,398 
No lncrease In Expenses 

FY 1999100 FY 2000/01 FY 2001102 FY 2002103 P( 2003104 PI 2004105 
Current Rate Revenues 1,952,000 2,027,000 2,102,000 2,177,000 2,177,000 2,177,000 

Prenafed Bv Proiect Finance Associates Inc. 

Rate Hike (Annual) 11.19 11.19 11.19 

Total Additional Revenues 75,000 75,000 75,000 
Current Expenses (1,527,000) (1,527,000) (1,527,000) (1,527,000) (1,527,000) (1,527,000) 
Prior Year's Coverage Balance 205,109 161,993 162,563 162,272 161,880 
Net Revenue 500,000 780,109 81 1,993 812,563 812,272 81 1,880 

Combined Debt Service 820,434 647,973 650,252 649,088 647,521 650,445 
Vera e Requirement 1,025,543 809,966 812,815 81 1,360 809,401 813,056 

Additional Revenues Needed 525,543 29,858 822 - 1,176 
Remaining Cash Balance (Coverage) 

557,398 t= 205,109 161,993 162,563 162,272 161,880 162,611 
Cash Available for Loan Repayment 1,203 2,871 4,074 



- Fmm: Gmld  Cnig HIH 41 51892-6612 To: Mike Compton ~ a b :  1/21/99 Time: 8:06:40 AM 

- 
\ 

SOURCES AND USES OF FUNDS u 

El Paso De Robles Publlc Financing Authority 
Forward Purchase Refunding Sewer Revenue Bonds 

Dated Date 69/01 /2000 
Delivery Date 09/01 12000 

Sources: 

Bond Proceeds: 
Par Amount 4,465,000.00 

4,465,000.00 

uses: 

Refunding Escrow Deposits: 
Cash Deposit 
SLG Purchases 

Other Fund Deposits: 
Debt Service Reserve Fund 

Delivery Date Expenses: 
Cost of Issuance 50,000.00 
Underwriter's Discount 66,975.00 
Bond Insurance Premium (0.75 bp) 42.981.78 

159,956.78 

Other Uses of Funds: 
Additional Proceeds 809.24 

4,465,000.00 

21 -Jan-99 8:00 am Prepared by Project Finance Associates, Inc. Page ! 



Fmm: Gerald Cnig HA 41 51892-8612 To: Mlka Compton Date: lK lN9  Tim: 8:06:40 AM 

- 
BOND DEBT SERVICE 

El Paso De Robles Public Financing Authority 
Fo~lerd Purchase Refunding Sewer Revenue Bonds 

Dated Date 09/01 12000 
Dellvery Date 09/01/2000 

Period 
Ending Princiaal C O U W ~  

Annual 
Interest Debt Sewice Debt Service 

21- an-99 8:00 am Prepared by Project Finance Asscciates. Inc. Page 2 



Fmm: Gmald Cnig Hill 4151892-8612 To: Mlkm Compton Dab: 1/21/BQ Tim:  8:06:40 AM Page 4 d 6  

BOND DEBT SERVICE 

El Paso De Roblu Publlc Financing Authority 
Fofward Purchase Refunding Sewer Revenue Bonds 

Period Annual 
Ending Principal Coupon Interest Debt Service Debt Service 

21-Jan-99 8:00 am Prepared by Project Finance Associates, Inc. Page 3 



From: Gmld Craig HI 4151892-8612 To: Mlkm Compton  am: lt2lDQ Tim: 8:06:40 AM Page 5 of 6 

SAVINGS 

El Paso De Roblea Public Financing Authorrty 
Forward Purchase Refunding Sewer Revenue Bonds 

Pment Value 
Prior Retundlng Annual to09/01/2000 

Date Debt Service Debt Servlce Savings Savings @ 5.1095327% 

06/01/2013 
12/01/2013 
06/01/2014 
12/01 I201 4 
06/01 1201 5 
12/01 I201 5 
06/01 1201 6 
12/01 1201 6 
06/01 1201 7 
12/07 I201 7 
06/07 1201 8 
12/01 I201 8 
06/01 I201 9 
12/01 I201 9 
06/01 I2020 
12/01 /2020 
06/01 I2021 
12/01 I2021 
06/01 12022 
12/01 12022 
06/01 12023 
1 2/01 12023 
06/01 I2024 
12/01 12024 
06/01 12025 
12/01 12025 

I 06/01 I2026 
e 12/01 I2026 

06/01 /2027 
12/01 I2027 
06/01 12028 

21-Jan-99 8:00 am Prepared by Pro~ect Finance Associates, Inc. 

379,000.49 
(21,745.1 4). 
302.71 0.37 
(27,949.97) 

298,576.65 
(34,247.78) 

289,135.72 
(40,305.1 1) 

291,570.27 
(46.399.55) 

288,530.58 
(52.623.44) 
284,278.02 
(58,552.93) 
286,262.28 
(64,530.77) 

(1 28.875.31) 
(60,021.32) 

(1 24,368.58) 
(55,703.86) 

(1 19,900.1 9) 
(51,57220) 

(1 15,479.02) 
(47,620.38) 

(111,113.04) 
(43,842.57) 

(1 06,809.38) 
(40,248.78) 

(1 02,589.57) 
(36,832.42) 
(98,458.1 1) 
(33,571.79) 
(96,606.36) 
(30,409.71) 
(92,474.56) 
(27,397.37) 
(90,428.37) 
(24,465.1 5) 
(86,327.45) 
(21.708.07) 
(84.1 65.21) 
(1 9,073.57) 
(ai,gi 9.47) 
(1 6,529.78) 
(79,5T7.89) 
(1 4,107.62) 
(77,187.96) 
(1 1,805.36) 
(74,764.08) 
(9,620.91) 

(73,717.74) 
(7,500.78) 

(-71,144.56) 
(5,497.91) 

(69.844.12) 
(3,561.17) 

Page 4 



ham: G d d  Cralg HTB 41 51891-8612 To: Mike Compton Date: 1RllsQ Tim: 8:08:40 AM Page 6 of6 

- 
SAVINGS 

fl Paso De Robles Public Financing Authority 
Forward Purchase Refunding Sewer Revenue Bonds 

Present Value 
Prior ' Refunding Annual to 09/01/2000 

Date Debt Sewice Debt Service Savings Savings @ 5.1 095327% 

12/01/2028 279.442.50 (279.442.50) (67,187.27) 
06/01 12029 7,420.00 (7,420.00) (286,862.50) (1.739.57) 
1 2/01/2029 287,420.00 (287,420.00) (65,705.21) 
06/01 12030 (287,420.00) 

Savlnas Summary 

Dated Date 
Delivery Date 
PV of savings from cash flw 
Plus: Refunding funds on hand 

Net PV Savings (21 5,13229) 

. - / - 

21-Jan-59 8'00 am Prepared by Project Finance Associates, Inc. Page 5 



]-Year Phase-in of Rate Increase $ 6.72 /year 
'lus Interfund Loan of $ 781,195 
\lo lncrease In Expenses 

2urrent Rate Revenues 
Rate Hike (Annual) 
Total Additional Revenues 

Surrent Expenses 
Prior Year's Coverage Balance 
Net Revenue 
Combined Debt Service 820,434 647,973 650,252 6491088 6471521 6501 445 
Coverage Requirement 1,0251543 8091966 8121815 81 11360 809I401 81 31056 

Additional Revenues Needed 555,543 89,858 90,822 43,797 - 1,176 1 781,195 
Remaining Cash Balance (Coverage) 205,109 161,993 162,563 162,272 161,880 162i611 1 
Cash Available for Loan Repayment 2,871 2,871 

Prepared Bv Proiect Finance Associates Inc. 



]-Year Phase-in of Rate Increase $ 6.72 /year 
'lus Interfurid Loan of $ 781,195 
do Increase In Expenses 

2urrent Rate Revenues 
Rate Hike (Annual) 
Total Additional Revenues 

Zurrent Expenses (1,527,000) (1,527,000) (1,527,000) (1,527,000) (1,527~000) (1,527,000) 
Prior Year's Coverage Balance 205,109 161,993 162,563 162,272 161,880 
Net Revenue 470,000 720,109 721,993 767,563 812,272 81 1,880 
Combined Debt Service 820,434 647,973 650,252 649,088 647,521 650,445 

1 prpn3r2, r Prniort Cinanro A c c n r i ~ t c ~ c  Inc 

Coverage Requirement 1,025,543 809,966 812,815 81 1,360 809,401 813,056 
4dditional Revenues Needed 555,543 89,858 90,822 43,797 - 1,176 
Zernaining Cash Balance (Coverage) 205,109 161,993 162,563 162,272 161,880 162,611 

781,195 

Cash Available for Loan Repayment 2,871 2,871 



Paso Robies Sewer Project Financing 
&Year Rate Increase wl Revenue Shortfall Contribution 

Coverage Actual 
Fiscal 
Year - 

June-00 

Proposed Existing Total . 125% 
Principal ~ e b t  ~erv lce  Debt service Debt Service : Coverage ---- 

247,379 573,055 1 820,434 ( 1,025,543 

Available 
Revenues 

470,000 

~xcessl  Excessl Coverage 
(Shortfall) (Shortfall) Percentage 

(555,543) (350,434) 57% ' 

I>; 
r '  
\ -.I 

.\I 

Prer~areri Rv Proiect Finance Associates Inc 




