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existing systems, and acquisitions ot other systems.

* Review procedures for and costs and benefits of divestment of municipal
utility systems.

* Checking to see if you “Are Smarter than a Supervisor?”




“Governance, Structures, and Opportunities for
Municipal Utility Systems”

Combining public laws and Programs,_Frlvate programs, public dollars, and private
dollars to fund the costs of the acquisition of or capital improvements to municipal
utility systems, in order to maintain or enhance access to high-quality, affordable, and
enwronm_entaléy compliant utility services, including water, sewer, gas, electric, and
garbage, in order to promote quality of life and economic development and maintain

Or INCrease system revenues.

* Local dollars and programs — rate system revenues, (limited) ad valorem taxes,
sales taxes, special assessments, bond proceeds, etc.

« State laws, programs, and dollars — appropriations, loan and grant programs,
bond proceeds, etc.

» Federal laws, programs, and dollars — loan and grant programs via USDA, EPA,
HUD, EPA, etc.

. Ptrivate programs and funds - investment by the public, business, developers,
etc.



Types of Analysis

* Legal Analysis — Can we do this? How do we do this?
 Financial Analysis — What is the return on investment of time and money?
 Policy Analysis — Should we do this?

*These analyses are often intermingled and come at differing times in the
process.
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State-of-Play of Utility Systems

e Opportunities
e Iimprove the system

e (et bigger or get smaller?
e acquire systems
e divest systems
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Borrowing Process via
General Municipality Bond Act

Authority — Section 21-33-301 et seq.; resolution of the governing authority

Authorized Purpose — erecting municipal buildings, and purchasing buildings or land therefor, and for repairing,
improving, adorning and equipping the same; erecting or purchasing waterworks

|8} INg . ) _ W as, electric and other public
utility plants or distribution systems or franchises, and repairing, improving and exenlng the same; establishing

rainage or_sewerage systems, and repairing, improving and extending the same; protecting a
municipality, 1ts streets and si

ewalks from overflow, caving banks and other like dangers; constructing, improving
() ()d [1() e (W AIK () C\\\/d Dal K\Wd NAalK\W 3 alld [ ars (10} Al 10 Nereror: Of)




Borrowing Process via
General Municipality Bond Act

Debt Limitations — bonded indebtedness secured by the full faith and credit of the municipality shall
not exceed an amount that is 15% of the municipality’s most recent Assessed Valuation of all taxable
property in the municipality; however, this debt limitation is a ceiling on borrowing and does not
necessarily reflect the municipality’s ability to repay the bonds without increasing tax levies




Borrowing Process via
General Municipal Revenue Bond Act

e Authority — Section 21-27-11 et seq.; resolution of the governing authority of the municipality
and governing authority of the commission (if applicable)

e Authorized Purpose — to “improve” an existing system or to ‘“acquire” an existing system;
“Improve” means to “repair, better, enlarge, extend and other methods of improving a system”




Borrowing Process via

General Municipal Revenue Bond Act

Debt Limitations — based upon sufficient revenues to (i) operate and maintain the system, (ii) maintain
adequate reserve, contingency, and other required funds (prior to transfers to general fund, if any),

and (iii) pay prior debt service (if any)
Public Notice — in order to issue the bonds of the municipality without an election on the question
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Mississippl Development Bank

Authority — Section 31-25-1 et seq; resolution of one or more governing authority of the Municipality;
resolution of the Board of Directors of MDB (the “MDB Board”)

Authorized Purpose — MDB may issue its own bonds to provide funds for a loan to the municipal
utility system or serve as the conduit issuer of any bonds of the municipal utility system, both for any
authorized purpose of the municipal utility system. When MDB loans funds to the municipal utility
system or is the conduit issue of any bonds of the municipal utility system, the municipal utility system
must still comply with all substantive and procedural requirements of the Code, including, but not
limited to, the authority to issue the bonds for a particular purpose, publications of notice of intent to
iIssue the bonds, the security for repayment, the term of repayment, any public notice requirements,
etc.

Security — The security for repayment of a loan from MDB or conduit bonds of the municipal utility
system may follow one of the following options: (a) a pledge of all legally available revenues of the
municipal utility system, including revenues of the municipal utility system and the avails of any ad
valorem tax levies if and when necessary; or (b) the full faith and credit of the municipality, including
any ad valorem tax levies if and when necessary. Additional security may be offered by the municipal
utility system by entering into an “intercept agreement” with MDB to allow MDB to intercept “all or
any part of any monies” which the municipality is “entitled to receive from” the State.



Mississippl Development Bank

Term — not to exceed 30 years
Structure — evidenced by bonds of MDB and bonds or notes of the municipal utility system
Purchasers — underwriters, banks, USDA

Sale of the Bonds — The municipal utility system would be exempt from public bidding laws for the
financing process and would be authorized to directly negotiate with an “independent registered
municipal advisor,” a placement agent, or an underwriter for the sale of the bonds of MDB.

Tax Implications — If the loan is issued via MDB, the loan may be tax-exempt but will not be “bank-
qualified”

Debt service reserve funds are explicitly authorized.

Capitalized interest is available to delay principal payments for a period of time to allow generation of
revenues of the municipal utility system or avails of ad valorem tax levies.
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