






















Water and Wastewater Master Plans Update
February 5, 2019
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Agenda

• Goals and objectives
− Master Plans

− Tonight’s Meeting

• Results
− Water

− Collection System

− Wastewater Treatment

• Capital improvement plans 
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Goals and objectives – Master Plans

• Determine the necessary capital and maintenance 
improvements for the water and sewer systems

• Evaluate discharge alternatives for the wastewater 
treatment plant effluent

• Determine potential recycled water demands

• Evaluate treatment alternatives for a new 
wastewater treatment plant
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Goals and objectives – Meeting

• Review the results of the master planning 
effort
− Water

− Collection system

− Wastewater Treatment

• Review the prioritized capital improvement 
plans



Water Master Plan
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Work consistent with other planning efforts
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Worked with staff to identify specific growth areas
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A range of future water demands for the City 
was determined
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Water model used to evaluate system under 
different scenarios
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Planned projects were included in the existing 
system evaluation
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Improvements through 2040 driven by 
development 
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Storage and supply improvements needed at 
build-out



Collection System
Master Plan
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Declining wastewater flows consistent with 
water usage
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Historical Domestic Per Capita Flow

2010-14 Maximum

Selected Range

2015-16 Avg

2010-2014 Max = 73 gpd/cap

Selected  Per Capita Flow= 70 gpd/cap

2015-16 Avg= 63 gpd/cap
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Future wastewater flows were also based on 
historical trends
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Infrastructure capacity determined using 
future peak hour flows
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Peak flows were applied to the collection 
system model to identify deficiencies
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Deficiencies under existing conditions were 
found system wide
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Improvements to gravity mains through 2040 
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Several lift stations need to be expanded to 
support build-out conditions



Wastewater Treatment 
Evaluation
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Current regulatory drivers
• Wastewater Pollutants (State)

− Solids

− Organics

− Nutrients (N)

− Salinity

Solids Disposal
• Stricter requirements

Stricter
Limits

New

Historical

Recycled Water
• Drought
• Recycled water policy
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New discharge location provides the City 
flexibility and time for a long-term strategy

• Previous WDR set 
discharge limits for EC 
leading to TSO

• City committed to 
current effluent 
quality
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Potential recycled water users and conceptual 
pipeline routing was determined
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Recycled water demands were identified 
throughout the City
• 23 potential users
− Parks
− Schools
− Golf course

• Demand
− 427 acres (2,640 AFY)
− 100 percent of future wastewater generation (2040)

• Largest demands 
− Golf course (900 AFY, 145 acres)
− West Hills College (310 AFY, 50 acres)
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Users limited based on recycled water 
availability and proximity
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Water quality poses challenges for recycled 
water implementation

  y   y  p   y  

Parameter Units 
Degree of Use Restriction(1, 2) 

City Effluent(3) 
None Slight Severe 

Salinity          

Electrical Conductance ds/m <0.7 0.7-3.0 >3.0 1.2 

Total Dissolved Solids (TDS) mg/L <450 450-2000 >2000 710 

Permeability          

aSAR = 0 - 3 and EC   >0.7 0.7-0.2 <0.2  

= 3 - 6 and EC  >1.2 1.2-0.3 <0.3  

= 6 - 12 and EC   >1.9 1.9-.5 <0.5  

= 12 - 20 and EC   >2.9 2.9-1.9 <1.9  

= 20 - 40 and EC 
  

>5.0 5.0-2.9 <2.9 
aSAR=22; 

EC=1.2 

Sodium          

Root Absorption SAR <3 3-9 >9 16.3 

Foliar Absorption mg/L <70 >70   210 

Chloride          

Root Absorption mg/L <140 140-355 >365 117  

Foliar Absorption mg/L <100 >100   117  

Boron mg/L <0.7 0.7-3.0 >3.0 0.82 

pH – 6.5-8.4 (normal range) 7.7 

Total Nitrogen (N)(4) mg/L <5 5-30 >30 8 

Bicarbonate (HCO3)(5) mg/L <90 90-500 >500 450 
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Need for demineralization makes recycled 
water cost prohibitive
• Alternative 1

− Mineral content not detrimental (no RO required)

• Alternative 2 

− Demineralization required and brine discharged to Stone Ranch (permitting 
challenges)

• Alternative 3 

− Demineralization with brine disposal (i.e., evaporation ponds)
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Secondary treatment process is the heart of 
the new WWTP

          

Parameter CAS with MLE Oxidation Ditch MBR 

Safety 2 2 1 

Meets Permit 3 3 3 

Ease of O&M 2 3 1 

Constructability 2 2 3 

Reliability 3 3 3 

Ammonia Removal 3 3 3 

Odor 2 2 3 

Total 17 18 17 
Notes: 
(1) Criteria Scale: 1 (Least Favorable) to 3 (Most Favorable) 
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Recommended project construction costs for 
a new secondary facility
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Recommended facility layout



Capital Improvement Plan
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Project Prioritization
• Factors Based on:

− Upgrade existing facilities to mitigate current capacity deficiencies.

− Upgrade existing facilities to accommodate increased water demands or 
wastewater flows associated with long term planning (2040)

• Project Phasing

− Phase 1 (2019-2023): This phase includes projects that are targeted as 
highest priority existing improvements.

− Phase 2 (2024-2028): This phase includes medium priority existing 
improvements.

− Phase 3 (2029-2040): This phase includes low priority existing 
improvements, as well as projects triggered by growth that is expected to 
occur by the year 2040. 

− Phase 4 (2041 and beyond): This phase includes improvements related to 
ultimate buildout of the City.
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Capital Improvement Plan-Water Distribution

Project Type
Project Cost Phasing

(2019–2023)
($M)

(2024–2028)
($M)

(2029–2040)
($M)

Waster Distribution System
Capacity Related 4.5 1.7 7.8
Rehab and Replacement Program 0.5 0.5 1.2
Miscellaneous Projects 0.15 0.15 0.3
Total 5.2 2.4 9.3
Annual Cost 1.0 0.5 0.8
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Capital Improvement Plan-Collection System

Project Type
Project Cost Phasing

(2019–2023)
($M)

(2024–2028)
($M)

(2029–2040)
($M)

Wastewater Collection System
Conveyance Capacity 12.2 2.5 10.6
Annual Sewer Replacement Program 0.5 0.5 1.2
Miscellaneous Projects 0.15 0.15 1.3
Total 12.8 3.2 13.1
Annual Cost 3.2 0.8 1.2
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Capital Improvement Plan-Collection System

Project Type
Project Cost Phasing

(2019–2023)
($M)

(2024–2028)
($M)

(2029–2040)
($M)

Wastewater Treatment
Design 0.0 5.1 0.0
Construction 0.0 0.0 45.5
Total 0.0 5.1 45.5
Annual Cost 0.0 1.0 3.8



Next Steps



Questions



Bullpen
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Capital Improvement Plan-Combined

Water
18%

Collection 
System

30%

Wastewater 
Treatment

52%
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New WDR for Stone Ranch brings City and 
Leprino into compliance

Combined
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Summary of Wastewater Collection System 
Infrastructure
• 81 miles of pipelines

• 4-inches to 21-inches

• 17 Active Lift Stations



$27,670,000(*)

Water Revenue Bonds, Series 2019
(Kings County, California)

City Council Work Session
February 5, 2019

(*) Estimated Amount, Subject to Change



Financing Team

• City Staff
• Bond and Disclosure Counsel: Richards, Watson & Gershon
• Underwriter: Stifel, Nicolaus & Company, Incorporated
• Municipal Advisor: Del Rio Advisors, LLC
• Trustee: U.S. Bank National Association
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Financing Considerations and Terms
• Inefficient to fund large capital projects on a Pay-As-You-Go (“PAYGO”) 

basis
– Would need to increase water rates to much higher levels
– Would need to wait a sufficient amount of time for cash balances to 

grow
• Legal Covenants for Consideration

– Rate Covenant
– Additional Bonds Test (“ABT”)
– Rate Stabilization Fund (“RSF”)

• Components of a Bond
– Project Fund
– Reserve Fund / Reserve Fund Surety
– Bond Insurance
– Cost of Issuance
– Underwriter’s Discount
– Original Issue Premium / Discount

3



Credit Considerations and Bond Sizing Assumptions
• Credit considerations:

– Legal covenants (Rate Covenant, ABT and RSF)
– Projected cash flow and debt service coverage
– Other system indebtedness
– Customer count and customer type
– Top ten customers
– Comparative rates and charges
– Management
– Reserve and investment policies

• Bond sizing assumptions include:
– $30 million for water projects
– “A-” rating from Standard & Poor’s Corporation (“S&P”)
– Purchase of bond insurance (S&P “AA”)
– Purchase of reserve fund surety

4



Primary S&P Bond Rating Categories
AAA - Bonds rated AAA are judged to be of the best quality and carry the smallest degree of
investment risk. Interest payments are protected by an exceptionally stable margin and principal is
secure.

AA - Bonds rated AA are judged to be high quality by all standards. They are rated lower than the
best bonds because margins of protection may not be as large as in AAA securities.

A - Bonds rated A possess many favorable investment attributes and are to be considered upper
medium grade obligations. Elements may be present which suggest a susceptibility to adverse
changes in the future.

BBB - Bonds rated BBB are considered medium grade obligations, i.e., they are neither highly
protected nor poorly secured. These bonds have speculative characteristics.

BB - Bonds rated BB are judged to have speculative elements and uncertainty of position. Often the
protection of interest and principal payments may be very moderate.

Note
Standard & Poor’s applies a (+) or (-) modifier in each rating category with + reflecting the highest
credit level.
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Proposed Series 2019 (Subordinate)

$27,670,000(*)

City of Lemoore
Water Revenue Bonds, Series 2019

– Credit: Subordinate to 2013 Water Revenue Loan
– Purpose: Provides $30.0 million of new money for 

three new treatment plants, new well and 
a 1 mg water storage tank

– Sale type: Negotiated public offering
– Reserve fund: Surety
– Final maturity: June 1, 2049
– “All-in” interest rate: 4.37% (rates as of January 2, 2019)
– Rate covenant / ABT: 1.25x / 1.25x (Maximum Annual Fiscal DS)
– Rate Stabilization Fund: $525,000

(*) Estimated amount, subject to change
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Estimated Sources and Uses of Funds

7

Assumed interest rates as of January 2, 2019 plus 0.25% (25 basis points)

Sources:
Bond Proceeds:

27,670,000.00
3,087,139.60

30,757,139.60

Uses:
Project Fund Deposits:

30,000,000.00

Delivery Date Expenses:
200,000.00
207,525.00
286,429.63

62,790.00
756,744.63

Other Uses of Funds:
394.97

$30,757,139.60

Reserve Surety (3%)

Contingency

Project Fund

Cost of Issuance
Underwriter's Discount
Bond Insurance (50 bp)

Par Amount
Premium



Estimated Cost of Issuance

Role Company Total
Bond / Disclosure Counsel Richards Watson Gershon                  85,000.00 
Bond Counsel Expenses Richards Watson Gershon                    2,000.00 
Municipal Advisor Del Rio Advisors, LLC                  62,500.00 
Municipal Advisor Expenses Del Rio Advisors, LLC                       500.00 
Rating Fee Standard & Poor's                  35,000.00 
Trustee Acceptance U.S. Bank National Association                    1,000.00 
Trustee Annual Administration U.S. Bank National Association                    2,000.00 
Printing of Official Statement TBD                  10,000.00 
Miscellaneous Rounding Adjustment                    2,000.00 

Total Estimated Costs $200,000.00
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Estimated Bond Pricing

9Assumed interest rates as of January 2, 2019 plus 0.25% (25 basis points)

Bond 
Component

Maturity 
Date Amount Rate Yield Price

Yield to 
Maturity

Premium 
(-Discount)

Serial Bond:
6/1/2021 135,000 4.000% 2.150% 103.976 5,367.60
6/1/2022 140,000 5.000% 2.240% 108.509 11,912.60
6/1/2023 145,000 5.000% 2.330% 110.653 15,446.85
6/1/2024 155,000 5.000% 2.430% 112.510 19,390.50
6/1/2025 160,000 5.000% 2.510% 114.240 22,784.00
6/1/2026 170,000 5.000% 2.620% 115.547 26,429.90
6/1/2027 180,000 5.000% 2.720% 116.677 30,018.60
6/1/2028 190,000 5.000% 2.820% 117.576 33,394.40
6/1/2029 340,000 5.000% 2.940% 116.517 C 3.100% 56,157.80
6/1/2030 790,000 5.000% 3.060% 115.469 C 3.335% 122,205.10
6/1/2031 825,000 5.000% 3.150% 114.690 C 3.510% 121,192.50
6/1/2032 870,000 5.000% 3.220% 114.089 C 3.646% 122,574.30
6/1/2033 910,000 5.000% 3.280% 113.577 C 3.758% 123,550.70
6/1/2034 960,000 5.000% 3.340% 113.067 C 3.856% 125,443.20
6/1/2035 1,005,000 5.000% 3.400% 112.560 C 3.944% 126,228.00
6/1/2036 1,055,000 5.000% 3.450% 112.140 C 4.016% 128,077.00
6/1/2037 1,110,000 5.000% 3.500% 111.721 C 4.081% 130,103.10
6/1/2038 1,165,000 5.000% 3.550% 111.305 C 4.141% 131,703.25
6/1/2039 1,220,000 5.000% 3.590% 110.973 C 4.189% 133,870.60

11,525,000 1,485,850.00

2044 Term Bond:
6/1/2044 7,095,000 5.000% 3.690% 110.148 C 4.334% 720,000.60

2049 Term Bond:
6/1/2049 9,050,000 5.000% 3.740% 109.738 C 4.413% 881,289.00

Total: $27,670,000.00 $3,087,139.60



Estimated Series 2019 Debt Service

10Assumed interest rates as of January 2, 2019 plus 0.25% (25 basis points)

Period Ending Principal Coupon Interest Debt Service
6/1/2020 0.00 1,677,776.53 1,677,776.53
6/1/2021 135,000.00 4.000% 1,382,150.00 1,517,150.00
6/1/2022 140,000.00 5.000% 1,376,750.00 1,516,750.00
6/1/2023 145,000.00 5.000% 1,369,750.00 1,514,750.00
6/1/2024 155,000.00 5.000% 1,362,500.00 1,517,500.00
6/1/2025 160,000.00 5.000% 1,354,750.00 1,514,750.00
6/1/2026 170,000.00 5.000% 1,346,750.00 1,516,750.00
6/1/2027 180,000.00 5.000% 1,338,250.00 1,518,250.00
6/1/2028 190,000.00 5.000% 1,329,250.00 1,519,250.00
6/1/2029 340,000.00 5.000% 1,319,750.00 1,659,750.00
6/1/2030 790,000.00 5.000% 1,302,750.00 2,092,750.00
6/1/2031 825,000.00 5.000% 1,263,250.00 2,088,250.00
6/1/2032 870,000.00 5.000% 1,222,000.00 2,092,000.00
6/1/2033 910,000.00 5.000% 1,178,500.00 2,088,500.00
6/1/2034 960,000.00 5.000% 1,133,000.00 2,093,000.00
6/1/2035 1,005,000.00 5.000% 1,085,000.00 2,090,000.00
6/1/2036 1,055,000.00 5.000% 1,034,750.00 2,089,750.00
6/1/2037 1,110,000.00 5.000% 982,000.00 2,092,000.00
6/1/2038 1,165,000.00 5.000% 926,500.00 2,091,500.00
6/1/2039 1,220,000.00 5.000% 868,250.00 2,088,250.00
6/1/2040 1,285,000.00 5.000% 807,250.00 2,092,250.00
6/1/2041 1,350,000.00 5.000% 743,000.00 2,093,000.00
6/1/2042 1,415,000.00 5.000% 675,500.00 2,090,500.00
6/1/2043 1,485,000.00 5.000% 604,750.00 2,089,750.00
6/1/2044 1,560,000.00 5.000% 530,500.00 2,090,500.00
6/1/2045 1,640,000.00 5.000% 452,500.00 2,092,500.00
6/1/2046 1,720,000.00 5.000% 370,500.00 2,090,500.00
6/1/2047 1,805,000.00 5.000% 284,500.00 2,089,500.00
6/1/2048 1,895,000.00 5.000% 194,250.00 2,089,250.00
6/1/2049 1,990,000.00 5.000% 99,500.00 2,089,500.00

$27,670,000.00 $29,615,926.53 $57,285,926.53



Estimated Water Fund Aggregate Debt Service

11Assumed interest rates as of January 2, 2019 plus 0.25%(25 basis points)

Fiscal Year 2013 Water Loan 2019 Water Bonds Fiscal Total
2019 573,628.64 573,628.64
2020 573,628.64 1,677,776.53 2,251,405.17
2021 573,628.64 1,517,150.00 2,090,778.64
2022 573,628.64 1,516,750.00 2,090,378.64
2023 573,628.64 1,514,750.00 2,088,378.64
2024 573,628.64 1,517,500.00 2,091,128.64
2025 573,628.64 1,514,750.00 2,088,378.64
2026 573,628.63 1,516,750.00 2,090,378.63
2027 573,628.63 1,518,250.00 2,091,878.63
2028 573,628.63 1,519,250.00 2,092,878.63
2029 430,221.48 1,659,750.00 2,089,971.48
2030 2,092,750.00 2,092,750.00
2031 2,088,250.00 2,088,250.00
2032 2,092,000.00 2,092,000.00
2033 2,088,500.00 2,088,500.00
2034 2,093,000.00 2,093,000.00
2035 2,090,000.00 2,090,000.00
2036 2,089,750.00 2,089,750.00
2037 2,092,000.00 2,092,000.00
2038 2,091,500.00 2,091,500.00
2039 2,088,250.00 2,088,250.00
2040 2,092,250.00 2,092,250.00
2041 2,093,000.00 2,093,000.00
2042 2,090,500.00 2,090,500.00
2043 2,089,750.00 2,089,750.00
2044 2,090,500.00 2,090,500.00
2045 2,092,500.00 2,092,500.00
2046 2,090,500.00 2,090,500.00
2047 2,089,500.00 2,089,500.00
2048 2,089,250.00 2,089,250.00
2049 2,089,500.00 2,089,500.00

$6,166,507.85 $57,285,926.53 $63,452,434.38



Graph of Estimated Aggregate Debt Service
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Assumed interest rates as of January 2, 2019 plus 0.25% (25 basis points)
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Pro Forma Debt Service Coverage and Projected Fund Balance

Fiscal Year 2019 2020 2021 2022 2023

Total Revenue 7,359,267 9,526,312 9,516,607 9,515,815 9,522,703
Less: O&M (3,748,190) (5,634,510) (5,860,218) (6,096,710) (6,344,587) 
Less: Series 2013 Debt Service (573,629) (573,629) (573,629) (573,629) (573,629) 
Net Revenue 3,037,448 3,318,173 3,082,761 2,845,476 2,604,488 
Less: Series 2019 Debt Service (0) (1,677,777) (1,517,750) (1,516,750) (1,514,750)
Net Revenue (Capital and Other) 3,037,448 1,640,397 1,565,611 1,328,726 1,089,738 

Debt Service Coverage n/a 1.98x 2.03x 1.88x 1.72x

“All-In” Debt Service Coverage 6.30x 1.73x 1.75x 1.64x 1.52x

Unrestricted Fund Balance 6,621,962 6,012,358 5,327,969 5,906,695 6,246,432 
Percent of Annual O&M 177% 107% 91% 97% 98%
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Assumed interest rates as of January 2, 2019 plus 0.25% (25 basis points)



Proposed Schedule

Schedule Item

Tuesday February 5, 2019 City Council Work Session and Consideration
Week of February 4, 2019 • Rating Released

• Insurance / Surety Commitments
Week of February 11, 2019 • Due Diligence Call

• Print and Post POS
Tuesday February 26, 2019 Pre-Pricing
Wednesday February 27, 2019 Pricing
Week of March 4, 2019 Print and Post FOS

Documents Executed
Tuesday March 12, 2019 Pre-Closing
Wednesday March 13, 2019 Closing and Transfer of Funds
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City Council Consideration
Items for consideration at the City Council meeting 
later this evening:

• Adopt a Resolution, authorizing the issuance, sale and 
delivery of water revenue bonds, the execution and delivery 
of an indenture and other documents in connection with such 
bonds and taking related actions

• Adopt a Resolution authorizing establishment of a Rate 
Stabilization Fund (RSF) with an initial deposit of $525,000

• Adopt a Resolution approving post-issuance tax and 
continuing disclosure compliance procedures
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Discussion / Questions?
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Glossary

• Arbitrage: (1) Generally, transactions by which securities are bought and sold in different markets at the same time for the sake of the profit
arising from a difference in prices in the two markets. (2) With respect to the issuance of municipal securities, arbitrage usually refers to the
difference between the interest paid on the tax-exempt securities and the interest earned by investing the security proceeds in higher-
yielding securities. Internal Revenue Service regulations govern arbitrage on the proceeds from issuance of municipal securities.

• Authorizing Ordinance: A law that when enacted allows the unit of government to sell a specific bond issue or finance a specific project.
• Bond: Evidence of the issuer's obligation to repay a specified principal amount on date certain (maturity date), together with interest at a

stated rate, or according to a formula for determining that rate. Bonds are distinguishable from notes, which usually mature in a much
shorter period time. Bonds may be classified according to maturity structure (serial vs. term), source of payment (general obligations vs.
revenue), method of transfer (bearer vs. registered), issuer (state vs. municipality vs. special district) or price (discount vs. premium).

• Bond Counsel: An attorney (or firm of attorneys) retained by the issuer to give a legal opinion that the issuer is authorized to issue proposed
securities, the issuer has met all legal requirements necessary for issuance, and interest on the proposed securities will be exempt from
federal income taxation and, where applicable, from state and local taxation. Typically, bond counsel may prepare, or review and advise the
issuer regarding authorizing resolutions or ordinances, trust indenture, official statements, validation proceeding and litigation. The bond
counsel may also be referred to as the "bond attorney," the "bond approving attorney" or the "bond" approving counsel.

• Bond Insurance: Insurance issued by a private insurance company for either an entire issue or specific maturities that guarantees to pay
principal and interest when due. This will provide a credit rating of triple-A and thus a lower borrowing cost for the issuer.

• Bond Resolution or Indenture: The document or documents in which the issuer authorizes the issuance and sale of municipal securities.
Issuance of the securities is usually approved in the authorizing resolution or ordinance, and sale is usually authorized in a separate
document known as the "sale" or "award" resolution. All such resolutions, read together, constitute the bond resolution, which describes
the nature of the obligations and the issuer's duties to the bondholders. State law or local ordinances may prescribe whether a bond issue
may be authorized by resolution, or whether the more formal procedure of adopting an ordinance is required. The Bond Resolution or a
separate Trust Indenture may constitute the contract between the Issuer and a Trustee for bondholders, and set out the security for the
bondholder and remedies in case of a default.

• Bond Transcript: All legal documents, including minutes of appropriate meetings of the issuer, associated with the offering of a new issue of
municipal securities. Bond counsel's opinion is given after a review of the transcript and becomes a part thereof.

• Cost of Issuance: The expenses associated with the sale of a new issue of municipal securities, including such items as printing, legal and
rating agency fees, underwriters' discount and others.

• Covenant: A legally binding commitment by the issuer of municipal bonds to the bondholder. An impairment of a covenant can lead to a
Technical Default.

• Coverage: This is the margin of safety for payment of debt service on a revenue bond that reflects the number of times the actual and/or
estimated project earnings or income for a 12-month period of time exceeds debt service that is payable.

• Credit Enhancers: Additional sources of security for municipal obligations such as bond insurance, letter of credit or guarantees.
• Disclosure Counsel: An attorney (or firm of attorneys) retained by the issuer to prepare the preliminary (POS) and final official statement

(OS).
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Glossary (Continued)

• Fiscal Agent: Also known as the Paying Agent, the bank, designated by the issuer, to pay interest and principal to the bondholder.
• Fiscal Year: A 12-month time horizon by which state and local governments annually budget their respective revenues and expenditures.

Usually not the calendar year, January to December, but often July to June.
• Gross Revenues: Generally, all annual receipts of a revenue bond issuer prior to the payment of all expenses. Normally only Net Revenues

are pledged to the repayment of bonds.
• Indenture of Trust: A legal document describing in specific detail the terms and conditions of a bond offering, the rights of the bondholder,

and the obligations of the issuer to the bondholder; such document is alternatively referred to as a bond resolution.
• Indenture: Sets out the structure and mechanics of the financing. It established the project funds, reserve funds and outlines the manner in

which the borrower/sponsor will pay debt service and the bondholders, in turn, receive interest income.
• Legal Opinion or Approving Opinion: The written conclusions of bond counsel that the issuance of municipal securities and the proceedings

taken in connection therewith comply with applicable laws, and that interest on the securities will be exempt from federal income taxation
and where applicable from state and local taxation. The legal opinion is generally printed on the securities.

• Level Debt Service: Principal and interest payments that, together, represent more or less equal annual payments over the life of the loan.
Principal may be serial maturities or sinking fund installments.

• Maximum Annual Debt Service: The maximum amount of principal and interest due by a revenue bond issuer on its outstanding bonds in
any future fiscal year. This is sometimes the amount to be maintained in the Debt Service Reserve Fund.

• Municipal Advisor: Generally a bank, investment-banking company or independent consulting firm that advises the issuer on all financial
matters pertaining to a proposed issue and is not part of the underwriting syndicate.

• Net Revenue Available for Debt Service: Usually, gross operating revenues of an enterprise less operating and maintenance expenses but
exclusive of depreciation and bond principal and interest. Net revenue as thus defined is used to determine coverage on revenue bond
issues.

• Negotiated Sale: The sale of a new issue of municipal securities by an issuer through an exclusive agreement with an underwriter or
underwriting syndicate selected by the issuer. A negotiated sale should be distinguished from a competitive sale, which require public
bidding by the underwriters. The primary points of negotiation for an issuer are the interest rate and purchase price on the issue. The sale
of a new issue of securities in this manner is also known as a negotiated underwriting.

• Official Statement or Final Official Statement (O.S.): Statement prepared by the issuer to inform the public about the security of a particular
issue. A document published by the issuer which generally discloses material information on a new issue of municipal securities including
the purposes of the issue, how the securities will be repaid and the financial economic and social characteristics of the borrower. Investors
may use this information to evaluate the credit quality of the securities.

• Parity Bonds: Revenue bonds that have an equal lien on the revenues of the issuer.

18



Glossary (Continued)

• Ratings: Evaluations of the credit quality of notes and bonds usually made by independent rating services. Ratings are intended to measure
the probability of the timely repayment of principal of an interest on municipal securities. Ratings are initially made before issuance and are
periodically reviewed and may be amended to reflect changes in the issuer's credit position. The information required by the rating agencies
varies with each issue, but generally includes information regarding the issuer's demographics, debt burden, finances, and management
structure. Many financial institutions also assign their own individual ratings to securities.

• Reserve Fund: The fund which may be used to pay debt service if the sources of the pledged revenues do not generate sufficient funds to
satisfy the debt service requirements. The reserve fund is either funded in whole or in part from the proceeds of the bonds or is allowed to
gradually accumulate over a period of years through required payments from the pledged revenues. If the reserve fund is used in whole or
part to pay debt service, the issuer usually is required to replenish the reserve fund from the first available funds or revenues. A typical
reserve requirement might be the maximum aggregate annual debt service requirement for any year remaining until the bonds reach
maturity. The size and investment of the reserve may be subject to arbitrage regulations.

• Revenue Bonds: A bond that is secured by revenues produced by the facility for which the bond was issued.
• Scale: Public offering prices or yields of a new issue in maturity order.
• Underwriter: A dealer which purchases a new issue of municipal securities for resale. The underwriter may acquire the securities either by

negotiation with the issuer or by award on the basis of competitive bidding.
• Underwriter's Counsel: A law firm selected by the underwriter drafts the preliminary and official statement and bond purchase agreement.

Underwriter's counsel negotiates on behalf of the underwriter and ensures that proper disclosure is provided in the official statement.
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