
 

File #031039 is a resolution approving the terms and authorizing the entering into 
a Forward Purchase agreement for the providing of investments for the Debt 

Service Reserve Accounts of the City’s Sewerage System Revenue Bonds.  
 

Background  
 

1. The 2000 Budget transferred the funding for the Relief and Relay sewer 
capital program from the City’s Capital Improvement Budget to the Sewer 

Maintenance Fund. The transfer shifted the payment of the debt service for 
the Relief and Relay sewer capital program from the tax levy to revenue 

generated by the Sewer Maintenance Fee. 
  

2. Since the transfer of Relief and Relay sewer capital program to Sewer 

Maintenance Fund the City issues revenue bonds to finance the program. 
 

3. The issuance of revenue bonds requires the City to  establish a debt service 

reserve account to assure bondholders that the debt service will be paid. 
 

4. The City has issued its 2001 and 2003 Sewerage System Revenue Bonds 

with Debt Service Reserve Accounts of $2,343,384, and $2,524,600 
respectively. 

 

5. The accounts are current invested in overnight deposits earning 
approximately 1.00%. 

 

Discussion 
 

1. Resolution authorizes entering into a Forward Purchase Agreement relating 

to the Debt Service Reserve Accounts of the City’s Sewerage System 
Revenue Bonds. The agreement will provide U.S. Treasury and Agency 

investments that earn the maximum interest that the City is permitted by the 
Tax Code to keep. 

  

2. Under the federal tax code pertaining to tax-exempt debt, any earnings above 
the bond yields of 4.5087%, and 3.7504% on the 2001 and 2003 Debt 

Service Reserve Accounts, respectively must be rebated to the Federal 
Government. 

 

Fiscal Impact 
 

1. The Public Debt Commission’s staff estimates that the Sewerage System 

Revenue Bonds Debt Service Reserve Accounts will earn approximately 4% 
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interest under the Forward Purchase Agreement, rather than the 1% the 
accounts are currently earning. 

 

2.  Assuming a return of 4%, the debt service reserve accounts will earn 

approximately $139,000 (after subtracting $5,000 in debt issuance costs) 
more than is currently being earned. 
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