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On March 17, 2005, the Council received a briefing on refinancing some of the 
outstanding water and sewer bonds.  The savings on the refinancing will be used for 
water and sewer capital improvement projects.   
 
The Department of Public Utilities originally planned to replace $2.1 million of bond 
reserve funds with surety bonds and use the freed-up money to help finance the 
water line replacement program.  However, bond counsel has now determined that 
the trust indenture requires any money freed up from reserve funds be used to pay 
off bond debt.  Therefore, the Department of Public Utilities is now proposing that 
the bond also include issuing new debt in order to maintain the $2.1 million for water 
line replacement.  A representative of the department and the City’s financial advisor 
will be present at the Council Meeting to address any questions.   
 
POTENTIAL MOTIONS:    
If the Council desires to proceed with issuing the revenue and refunding bonds, the 
following motion would be appropriate.  The proposed resolution specifies a 
maximum of $13 million to provide for various issuance possibilities that may arise 
between now and when the bonds are sold.  However, the actual bond proceeds will 
be approximately $11.5 million.  If the Council adopts this resolution indicating its 
intent to issue bonds, the Council will consider a second resolution in May to confirm 
the sale.   

[“I move that the City Council”]  Adopt a resolution to authorize the issuance and 
sale of up to $13 million of Water and Sewer Revenue and Refunding Bonds, 
Series 2005.  
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The following information was provided previously.  It is provided again for your reference. 
 

 
The Department of Public Utilities proposes refinancing $9.1 million outstanding 
bonds to take advantage of favorable interest rates.  By refinancing these bonds, the 
City’s financial advisor is projecting that the Department of Public Utilities will save 
approximately $90,000 per year over the next 12 years in reduced debt costs.  Actual 
savings will vary because the interest rates won’t be locked in until the date of sale of 
the refunding bonds.   
 
In 1993, bonds were issued to finance water line replacement projects and the seismic 
upgrade to the Big Cottonwood Treatment Plant.  There are approximately $1.3 
million outstanding from the Series 1993 bonds.  In 1997, bonds were issued to 
finance the upgrade to the Park Reservoir and other system improvements.  
Approximately $7.8 million of the Series 1997 bonds are proposed to be refunded.  
 
The Department of Public Utilities has several bonds outstanding, but only some of 
the bonds can be refinanced for a savings at this time.  In order to refund bonds 
before a call date, proceeds of the new refunding bonds are placed in an escrow 
account and invested in government securities.  The government securities must earn 
interest at a rate great enough to pay the original bond holders until a call date.  In 
analyzing whether bonds are eligible for refinancing, the City’s financial advisor 
must consider the current interest rates of government securities, the current bond 
market for selling the refunding bonds, and the interest rates of the original bonds.   
 
The original 1993 series bonds mature in 2013 (last debt payment).  The 1997 series 
bonds mature in 2017.  The proposed refunding bonds will mature in 2017.   
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