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Bonding 101



Whatis abond?

e Aloan,anlOU. Essentially a contractto repay a fixed amountat a specified time.

Obligations




Whatis abond?

« Borrowersare municipalities,
counties, schools, or states.

« Underwritersare
financial institutions

e Lendersarereferredtoas
bondholdersorinvestors.

« Borrowers pay principal and
interest(debtservice)

City of Saint Paul

gz

(Borrower)
l Underwriter purchases
\_ bonds/Provides $
Underwriter
ResellslS‘apdsto
investors.
Bondholders

(Lenders or INVESTOrS) s i mn

\
Makes principal and
interestpayments.



Municipal bond types

General Obligation (GO) Bonds - For Saint Paul, that means a pledge to use property tax

debtlevyto repay bondholders

@)
@)

Revenue Bonds - Unlike GOs, revenue bonds are secured by a pledge by the specific

GO Capital Improvement Budget (GO CIB)
Street Reconstruction Bonds

revenuegeneratingsource

O

O
o
O

Water Revenue Bonds - utility users, ratepayers

SalesTax Revenue Bonds - general salestax revenues

Sewer Revenue Bonds - utility users, ratepayers

Parking Revenue Bonds - parkingusers, meter collections and fines



Why do we bond?

e Pay for capital projects

e Affordability
o Allows for lower, predictable payments over a period of time

e Generational Equity
o Fairnessbetweengenerations
o Alignsusers of projects with expenses
o Ex. Lake McCarron's Water Treatment Plant project

Goal: Spread the cost of capital projects over the life of the asset so users pay over time.



Example: Lake McCarron’s Water Treatment Plant

Saint Paul Regional Water Service (SPRWS)
o Supplieswaterandservicesto Saint
Paul and surrounding suburbs
o Ownerandoperated by Board of
Water Commissioners
Located in Maplewood
Replacing 100-year-old infrastructure
$236M project budget
Construction beganin Feb.2022 -
completion is expectedin Fall of 2026




Example: Lake McCarron’s Water Treatment Plant

Project Budget: $236M
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Credit Ratings



A
Whatis a creditrating? ﬁ .‘r;%

City of Saint Paul ¢ eqijt Rating Agency

« Measure’'sborrowers ability and willingness to repay N N
debt é « l.I
« Servesas anindependentthird-party assessment Provides arating Analysis of the city
« SaintPaul's “AAA" rating with stable outlook is the S Moody's | S&P and Fitch
highest possible ratingand translates to the lowest piche ﬂlﬁ“t‘f — -
. igh Quali a +
borrowing cost. Aa2 AR
Aad Al-
er Medium Quali Al A+
- Bonds may be rated by one or more of the four Jopermedum sy Az 7
major creditratingagencies: Moody's, Standard & - . — —
’ . MMedium Qualit a3 +
Poor's (S&P), Fitch, or Krohl ' 5a02 88
Baa3 BEB-
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Credit Rating Methodology

Institutional
Framework
10%

Economy
30%

Management
20%

Financial Measures

Liquidity
10%

Budgetary
Performance
10%

Budgetary
Flaxibility
10%

Debt &
Contingent
Liabilities
10%

'

'

I

!

i

:

:

Indicative Rating
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Saint Paul's AAA GO Ratings - S&P and Fitch

e Verystrong management,with strongfinancial policies
e Verystrong liquidity, providingvery strongcash levelsto cover both debt service and
expenditures
e Verystrongbudgetary flexibility, with available general fund reserves exceedingthe City’s
15% policy
Strong budgetary performance
Strong economy, benefits of beingin the Metro
Strong institutional framework
Adequatedebtand liability position
o Marginalincrease of debt levels
o Pension pressures
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Credit Rating History

Rating Agency

Official Statement Date Issue MR'::id:: Outlook | S&P Outlook{ Fitch |Outlook
March 17th, 2005 2005A AaZ Positive ABA Stable
March 27th, 2006 20064 Aa2 Stable AAA Stable
April 25th, 2007 2007C Aal Stable AAA  Stable
February 4th, 2008 2008A Aa2 Stable AAA  Stable
September 21st, 2009 2009F Aa2 Stable ARA Stable
February 17th, 2010 20108 Aa2 Positive  AAA  Stable
March 14th, 2011 2011A Aal Positive ARA Stable
March 28th, 2012 20124 Aal Stable AAA  Stable
April 1st, 2013 20138 Aal Stable ARA Stable
April 16th, 2014 20144 AAA  Stable AAA Stable
May 5Sth, 2015 20154 AAA Stable AAA Stable
March 2%th, 2016 20164 AAA  Stable AAA Stable
March 16th, 2017 2017A AAA Stable AAA Stable
May 7th, 2018 2018C AAA  Stable AAA Negative
June 19¢h, 2019 2019D ARA Swable AAA Negative
February 19th, 2020 20204 AAA  Stable AAA Stable
April 21st, 2021 2021A AAA  Stable  AAA Stable
March 16th, 2022 20224 AAA  Stable AAA Stable
August 22nd, 2023 2023D ARA Swable AAA Stable

14



Other Credit Ratings

Water Revenue AAA Stable
Sewer Revenue AAA Stable
Sales Tax Revenue (0.5%) AA- Stable
HRA ParkingRevenue A+ Stable

All Saint Paul credit ratings and reports can be found on the City’s Investor Relations website at
https://www.stpaulbonds.com/city-of-saint-paul-minnesota-mn/bonds/i565#anchor-bond-ratings
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Bond Sales



Authority and Oversight

= Minnesota Statutes
» Chapter475(General Bonding Authority)
= (City Charter
= Chapter10
= Federal Regulations
= InternalRevenueService (IRS)
= TaxExemption, Arbitrage
= Securitiesand Exchange Commission (SEC)
» Disclosure, MCDC, Enforcement
= MunicipalSecurities Rulemaking Board (MSRB)
» Establishrulesthat marketparticipants must follow when engagingin
municipal securitiestransactions
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Bond Issuance Process

Planning and

Authorization Structuring Marketing Bond Sale Day Bond Closing
«City Council *Prepare offering *Distribute offering +City Council +Sign bond
approves annual documents documents to approves bond documents
capital budget or investors sale resolution «Receive funds

passes a resolution
toissue debt

18



Key Bond Sale Participants

Issuer Underwriter(s)
(The City)
. The borrower . Purchasesbonds fromissuer

andresells to bondholders

. Sells bonds to thebondholder

Municipal Advisor Bond Counsel Credit Rating Agency
(BakerTilly, PFM, Ehlers) (Ballard Spahr) (S&P, Fitch)
e  Fiduciary of thelssuer *  Does issuer haveauthority to *  Providesa neutral, third-party
issue bonds? credit assessment of issuer
» Adviseon feasibility, structure,
terms and manage issuance » Did they follow the process
process through closing outlinedin statutes?
*  Debt Managementand *  Arethebondstax-exempt?
Compliance
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Saint Paul Investor Relations Website

e https://www.stpaulbonds.com/city-of-saint-paul-minnesota-mn/i565

Saint Paul Investor

Relations

BONDLINK

ABOUT

DOCUMENTS

Saint Paul Investor Relations

&3 NEWS UPDATE

Here are the first projects St. Paul's
new sales tax will pay for

Feb 29,2024

View News —

@3 NEWS UPDATE

St. Paul commits nearly $32 million in
first phase of tax subsidies for...

Feb 20, 2024

View News —

@@ NEWS UPDATE

Giant Loon Statue Announced for
Midway and United Village

Feb 16,2024

View News —

My BondLink Log Out

RESOURCES

@@ NEWS UPDATE

Over 40 miles of St. Paul roads to be
re-done through sales tax increase
Nov 12, 2023

View News —
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https://www.stpaulbonds.com/city-of-saint-paul-minnesota-mn/i565

-E Preliminary Debt Strategy

Issue Security/Authority Project Estimated Amount
2024-1 Water Revenue Lead Service Line Replacement $15,000,000
2024A G.O. Street Reconstruction St. Paul Street Vitality Program 12,500,000
2024A G.0. Mill and Overlay St. Paul Mill and Overlay Program 4,000,000
2024B G.0.CIB Capital Improvements 4,545,000
2024B G.0.CIB Previously Authorized, Unissued Capital Improvements 25,567,000
2024B G.O. Capital Notes Public Safety Vehicles and Equipment 2,400,000
2024B G.O. OTC - Technology Upgrades 5,200,000
2024C Sewer Revenue Capital Maintenance Projects 15,000,000
North End Community Center, Fire Station 7, Pedro

2024D Sales Tax Revenue — 0.5% Park 27,850,000
2024D Sales Tax Revenue — 0.5% Electric Fire Truck 1,800,000
2024-2 Water PFA Note Lake McCarrons WTP 29,000,000
2024E 429 Special Assessment Bonds United Village - Public Infrastructure 3,000,000
2024F Sales Tax Revenue — 1% Parks and Public Works Capital Projects 32,000,000

Total New Money $177,862,000
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2024 Timeline

e GO Bonds-2024A&B
o Junesale

e PFANote - 2024-1
o Julyclosing

e Sewer-2024C
o Julysale

e SalesTax-2024D
o Augustsale
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Debt Management



Outstanding Debt Portfolio

As of September 14, 2023

General Obligation Bonds

General Obligation Tax Levy

General Obligation Levy (Library)
General Obligation Special Assessment
General Obligation Tax Increment
Subtotal

Revenue Bonds

Lease Payments

Recycling and Trash Fees
Special Assessment Revenue
Water Revenue

Sewer Revenue

Sales Tax

Subtotal

Total

$151.100.000
7.915.000
62.860.000
10.795.000

$232.670.000

S 2.372.000
854,000
7.804.000
199.060.000
87.575.000
82,135.000

$379.800.000

$612.470.000
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DebtLevy

Property Tax Levy

Percent of City Percent of City

City of Saint Paul 2023 Adopted 2024 Adopted Amount Change Percent Change 2023 Total 2024 Total
General Fund 155,780,139 160,078,894 4,298,755 2.8% 78.50% 77.81%
| General Debt Service 21,648,845 23179457 1,530,612 7.1% 10.91% 11.27%
Saint Paul Public Library Agency 21,017,604 22,462,394 1,444,790 6.9% 10.59% 10.92%
Total (City and Library combined) 198,446,588 205,720,745 7,274,157 3.7% 100.00% 100.00%
Paort Authaority 2,611,700 2,776,700 165,000 6.3%
Overall Levy (City, Library, and Port) 201,058,288 208,497,445 7,439,157 3.7%
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Whatis debtservice?

e Annualprincipalandinterestpayments

Annual G.O. Debt Service
$40,000,000

$35,000,000
$30,000,000
$25,000,000
$20,000,000
$15,000,000
$10,000,000

$5,000,000

$0
2024 2025 2026 2027 2028 2029 2030
= (5.0. Debt Service
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Bond Refundings

e Bond refinancingsor“refundings”are usedto achieve debt service savings on
outstandingbonds
o Ex.)a 30-year homemortgage

e Refundingbondscan also be issued toremove or revise burdensome bond covenants
or to restructure debt service payments.
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Refunding Opportunities

Issue

Project

Amount Outstanding

2000
2010A
2014B
2014C
2014G
2014E
2015B
2016B
2016D
2016E
2019C
2020E

Koch/Mobil Project

Street Improvement Bonds

Library Bonds

Capital Improvements - Citywide

Sewer Revenue Bonds
Sewer Revenue Bonds
Sewer Revenue Bonds
Sewer Revenue Bonds
Capital Improvements
Sales Tax Refunding

Highland Bridge Stormwater

Ramsey County Pedestrian Connection

Total

$2,372,000
1,205,000
13,345,000
4,525,000
28,215,000
5,245,000
5,945,000
5,835,000
10,015,000
3,750,000
10,225,000
6,980,000

$97,657,000
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Finance Policies

e General Fund Fund Balance Policy
o Fund balance should not drop below 15% of budget

e DebtService Fund Fund Balance Policy
o RES05-1187: The City shall maintain an amountequal to 7.5% of the annual debt
service (P&l) in the next budget year as a General Debt Service reserve

e (apital Projectsand Bond Proceeds Cancellation Policy
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State Bonding



State Bonding

e State bondingbill - required everyeven numberedyear (butcanbe odd as well)
o Local governmentrequestsdueinjune
o Governorsubmitstothe legislatureinJanuary of evenyear

Super majority (3/5ths) for bondingbills

e Local matchrequired - usuallyfrom Capital Improvement Budget

2023 Legislative Session Projects
o MississippiRiverLearning Center - $8M
o Parks atRiver'sEdge - $6.22M
o North End Community Center - $6M
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Resources

e State Bonding: https://mn.gov/mmb/debt-management/

e Electronic Municipal Market Access (EMMA):

https://emma.msrb.org/lssuerHomePage/Issuer?id=0D54B2D4D27549E2E053151EQAQA1BCB&t
ype=M

e Joint Debt Advisory Committee (JDAC) Report:
https://www.stpaul.gov/sites/default/files/2023-02/2021%20|DAC%20Report%20Final_0.pdf

e \Videoon Bond Issuance Process: h //www.msrb.org/E ion/l nce-Pr
e GFOABest Practices: https://www.gfoa.org/best-practices/debt-best-practices

32


https://mn.gov/mmb/debt-management/
https://emma.msrb.org/IssuerHomePage/Issuer?id=0D54B2D4D27549E2E053151E0A0A1BCB&type=M
https://emma.msrb.org/IssuerHomePage/Issuer?id=0D54B2D4D27549E2E053151E0A0A1BCB&type=M
https://www.stpaul.gov/sites/default/files/2023-02/2021%20JDAC%20Report%20Final_0.pdf
https://www.msrb.org/Education/Issuance-Process
https://www.gfoa.org/best-practices/debt-best-practices

Questions?
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