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Summary Recommendation 
Staff recommends that Council hold a public hearing related to the proposed 2020 
Series Water Revenue bond issuance.  
 
Background  
The City’s Public Utilities Department has long anticipated and planned for a 
considerable period of major capital improvement projects. The projects are designed to 
upgrade, enhance, and continue to meet PCMC’s commitment to public drinking water 
standards. The adopted 2020 Capital Improvement Plan, and proposed 2021 Capital 
Improvement Plan, requires additional financing beyond cash on hand. Several water 
improvement projects and design work are well underway and have been in the works 
for the better part of a decade. These include significant design work related to the 
construction of the MIW project (Three Kings Water Treatment Plant), Quinns Junction 
Water Treatment Plant upgrades, and related capital improvements. These projects are 
required and essential to maintain the current level of water service and quality, protect 
public health, and maintain regulatory compliance. 
 
Major construction work will continue over the next 5 years, with water revenue bonds 
being issued to fund the various projects. The first of these bonds is planned and 
budgeted in FY 2020, and includes the construction of the entire MIW project, which is 
already underway. For FY2020, the water bond is anticipated to be approximately $76 
million. 
 
The Water Fund does not have sufficient cash available in FY2020 to cover the cost of 
project design and construction, and therefore needs to issue water revenue bonds. The 
Water Revenue Bond Reimbursement Resolution allows the City to reimburse qualifying 
capital expenditures, which occurred as planned and authorized by Council in FY2019 
and FY2020. These amounts, along with capital expenses projected for FY2021, 
equates to the total water revenue bond amount to be issued.  
 
This will allow the City to maintain sufficient fund balance in the Water Fund during the 
next fiscal year. Currently, bonds beyond FY2023 are not anticipated as necessary 
water system operation, maintenance, and replacement costs will be funded at a level 
covered by annual water service fee revenues.   
 
 



Analysis 
On April 16, 2020, City Council approved a broad water bond resolution not to exceed 
$160,000,000. This will cover the Series 2020 Water Revenue Bond as well as the 
future issuance projected in FY2022. For the 2020 Series Water Revenue bond 
issuance, a public hearing is required and proposed for May 14, 2020. The bond 
amount requested is $76,425,000 currently. 
 
When Council authorized this resolution they asked staff to consider consolidating the 
FY20 and FY21 bond issuances since the City had just received a very favorable 
interest rate on our GO bonds. After researching the financial implications, staff and the 
City’s financial advisor strongly recommended combing the FY20 and FY21 issuances 
to take advantage of low interest rates and provide savings to the ratepayers. 
 
By consolidating into one large issuance, the cost savings to PCMC ratepayers could 
equal $250k/year, or ~$5M over a 20 year bond term. The linked bond resolution sets 
the parameters of the 2020 Series Water Revenue bond issuance, delegates final 
approval of bond terms to the City Manager, and initiated the process of public notice.  
 
The resolution sets the maximum principal issuance amount at $160,000,000 and 
defines the purpose as follows: 
 

The Bonds are to be issued for the purpose of (a) financing the costs of the acquisition, 
construction and completion of improvements to the water system of the City, (b) 
refunding, if economically desirable in the City’s judgment, all or a portion of the City’s 
currently outstanding Taxable Water Revenue Bonds, Series 2009C (Build America 
Bonds–Issuer Subsidy) and Water Revenues Bonds, Series 2010 (Bank Qualified) 
(collectively, the “Refunded Bonds”)(c) funding reserves, if necessary, and (d) paying 
certain costs relating to the issuance of the Bonds, all as set forth in the Resolution, the 
General Indenture and the Supplemental Indentures.   

 
The resolution also establishes the format for public notice, which should be published 
in the Park Record for two consecutive weeks, the first notice not less than 14 days 
before the public hearing. The public notice announced a public hearing to be held on 
May 14, 2020, and will initiate a 30 day period in which interested parties may contest 
the legality of the resolution or the bonds. 
 
For the Series 2020 Water Revenue Bond, the resolution also establishes maximum 
terms of 5% interest, not more than 20 years, and 0% discount from par. These terms 
are intentionally set very high to allow flexibility in the bond structure. Staff anticipates 
that the actual interest rate of the bond would be closer to the current rate of 2.00% than 
the maximum. The maturity of the bond is expected to be 20 years.  
 
The resolution set a public hearing to be held on May 14, 2020. After the public hearing, 
the City Manager may authorize the final terms and sale of the water revenue bonds. It 
is anticipated that the sale of the bonds would occur on or around May 28, 2020. Staff 
would proceed with the bond closing on or after June 16, 2020. The bond will be sold by 
competitive sale.  

ps://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/570583/Water_Revenue_Bond_Resolution.pdf


 
It is the recommendation of the City’s financial advisor and staff that, based on the 
current market for water bonds, the size of the bond, and the financially sound standing 
of the City, a competitive sale, rather than a negotiated sale, would provide better 
interest rates and therefore savings to the Water Fund and water users. 
 

 Funding Source 
Debt service for water revenue bonds will be funded though water service fees and 
water impact fees, and is included in the rate structure which has been adopted as part 
of the Budget, 5-Year CIP, and included in the long range Water Fund Financial Model. 
 
Exhibits 
A - April 16, 2020 Park City Water Revenue Bond Resolution (Link) 
 

https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/570583/Water_Revenue_Bond_Resolution.pdf
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