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Text of Legislative File R-1415-87

body

BACKGROUND: On November 18, 2003, the Trustees of the Norman Utilities Authority adopted Resolution
0304-51, approving its Revenue Refunding Bonds, Series 2003 (Wastewater Utility). On September 13, 2005,
the Trustees of the Norman Utilities Authority adopted Resolution 0506-55, approving its Revenue Refunding
Bonds, Series 2005 (Wastewater Utility). On November 28, 2006 the Trustees of the Norman Utilities Authority
adopted Resolution 0304-51, approving its Utility Revenue Bonds, Series 2006 (Water Utility).

The average interest rate of these three outstanding NUA Revenue Bonds is 4.048%, and the remaining
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outstanding principal indebtedness on each issue is listed below:

Debt Issue

2003 Sewer Refunding Bonds - remaining principal, $1,600,000 with Maturity date of 11/1/2016
2005 Sewer Refunding Bonds - remaining principal, $1,315,000 with Maturity date of 11/1/2019
2006 Water Revenue Bonds - remaining principal, $14,390,000 with Maturity date of 12/1/2026

DISCUSSION: Municipal bond market rates have declined since the issuance of these revenue bonds, to the
point that the NUA can save debt service costs by “refunding” (refinancing) the outstanding bonds through the
issuance of “refunding” (replacement) debt obligations issued at today’s lower interest rates. The NUA can
generate debt service savings over the remaining life of the bonds by completing a refunding in current market
conditions.

Perhaps more important than debt service savings, refinancing the bonds allows the NUA to modernize its debt
documents and resolves some technical issues that have arisen as a result of changes in the financial markets .
The existing bond documents require the NUA to establish a debt service reserve fund for all debt obligations
that can be satisfied by (i) making a cash deposit equal to approximately one year’s debt service, or (ii) though
acquisition of a surety bond of the same amount. Each of the existing bond issues satisfied this requirement
by purchasing a surety bond from a bond insurer. Unfortunately, the company that issued the surety bonds is
no longer in business, and as a result, the NUA is technically not in compliance with its bond documents.
Current practice does not require the funding of a debt service reserve fund on every debt issuance. By
refunding the outstanding bonds, the NUA can remove the debt service reserve fund requirement. This will
eliminate the current non-compliance issue. Moreover, the removal of the debt service fund requirement will
put the NUA in position to access capital with fewer requirements on a going forward basis, and potentially at a
lower cost to the NUA.

Requests for proposals to purchase the proposed NUA Utility System Revenue Note, Series 2015 (the “2015
Note”) were distributed to local, regional, and national banking institutions, with proposals to be received by the
NUA on February 24, 2015. Staff will present the proposals to the NUA Trustees and make a recommendation
for a “Purchaser” of the 2015 Note prior to consideration of the attached resolutions.

The attached Resolutions R-1415-86 and R-1415-87 would authorize the issuance of the 2015 Note.
Additionally, the Resolutions waive competitive bidding and authorize a negotiated sale of the 2015 Note to the
winning Purchaser, and further authorize a new Bond Indenture structure along with ancillary documents
necessary to complete the refunding of the existing bonds.

RECOMMENDATION: It is recommended that the resolutions and documents be approved, authorizing the
issuance of the NUA’s Utility System Revenue Note, Series 2015, and authorizing the Chair and Mayor to
execute the documents in their final form prior to Note closing.
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