A Albuquerque Bernalillo County Agenda Item No. _9b
< Water Utility Authority

Meeting Date: May 20, 2020
Staff Contact: Stan Allred, Chief Financial Officer

TITLE: R-20-9 - Confirming Approval of the Issuance of Albuquerque
Bernalillo County Water Utility Authority (“Water Authority”) Senior
Lien Joint Water and Sewer System Refunding Revenue Bonds, Series
2020A in one Series in the Principal Amount not to exceed $55,000,000
(the Bonds"); and Ratifying Action Previously Taken in Connection
Therewith

ACTION: Recommend Approval

SUMMARY:

This legislation is the Confirming Resolution for the proposed Senior Lien Joint Water
Refunding Revenue Bonds, Series 2020A. It was prepared by the Modrall Law Firm as
Bond Counsel for this transaction. This resolution establishes certain bond final pricing
details; provides for the payment of the cost of issuing the bonds; approves disclosure
and other documents relating to the bonds; and ratifies previous action taken in
connection with the sale of the bonds.

Pending approval of Ordinance O-20-2, this Resolution authorizes the Water Authority to
issue refunding bonds for the purpose of advance refunding the Series 2011 and 2013
Bonds for interest rate savings. Based upon current market conditions the total present
values savings is estimated to be at 5.62% or $2.7 million. The refunding will not extend
the final maturity of the bonds being refunded. This Confirming Resolution approves the
terms, sale price, interest rates, redemption features and other matters with respect to
the Bonds.

FISCAL IMPACT:

Based upon current market conditions refunding the Water Authority’s Series 2011 and
2013 Bonds will general approximately $2.7 million or 5.62% on a present value basis
or approximately $180,000 in annual interest savings. If the Authority cannot
achieve at least 3% savings at a minimum the Refunding Bonds will not be issued.
The refunding does not extend the final maturity of the debt being refunded. Gross
Revenues, all income and revenues directly or indirectly derived by the Water
Authority from the operation and use of the System less operation and maintenance
expenses, are pledged as security for these bonds, similar to the Water Authority’s
prior debt issuances.

COMMENTS:



This confirming resolution is required for any bond issuance under the approved Bond
Ordinance and requires Water Authority Board approval.

Current Senior Lien Bond ratings are as follows: AAA Standard and Poor’s, Aa2 Moody’s.
Fitch has an AA rating on outstanding bond prior to 2016. For the refunding the Authority
anticipates requesting a rating from S&P only.



ALBUQUERQUE BERNALILLO COUNTY
WATER UTILITY AUTHORITY

BILL NO. R-20-9
1 RESOLUTION
2 CONFIRMING APPROVAL OF THE ISSUANCE OF ALBUQUERQUE BERNALILLO
3 COUNTY WATER UTILITY AUTHORITY (THE "WATER AUTHORITY") SENIOR LIEN
4  JOINT WATER AND SEWER SYSTEM REFUNDING REVENUE BONDS, SERIES
5 2020A IN ONE OR MORE SERIES IN THE AGGREGATE PRINCIPAL AMOUNT NOT
6 TO EXCEED $55,000,000 (THE "BONDS"); AND RATIFYING ACTION PREVIOUSLY
7 TAKEN IN CONNECTION THEREWITH
8 WHEREAS, pursuant to Section 72-1-10 NMSA 1978, the Board (the “Board”) of
9 the Albuquerque Bernalillo County Water Utility Authority (the “Water Authority”)
10 adopted Ordinance No. O-20-2 on May 20, 2020 (the “Bond Ordinance”) authorizing the
11 issuance of the Bonds to refund, refinance and defease certain outstanding obligations
12  of the Water Authority’s joint water and wastewater system as described therein;
13 BE IT RESOLVED BY THE WATER AUTHORITY:
14 SECTION 1. The issuance of the Bonds in one or more series in the
15 aggregate principal amount not to exceed $55,000,000 is authorized. All action
16 heretofore taken by the Board and the officers of the Authority directed toward the
17 financing of the Project, the issuance of the Bonds, the pledge of the Net Revenues
18 and the adoption of the Bond Ordinance be, and the same hereby are, authorized,
19 ratified, approved and confirmed. Pursuant to the Bond Ordinance, the Delegate is
20 authorized to approve the final terms of the Bonds within the parameters set forth
21 in the Bond Ordinance. All capitalized terms shall have the same meaning as such
22 terms have in the Bond Ordinance.
23 SECTION 2. If any section, paragraph, clause or provision of the Confirming
24  Resolution shall for any reason be held to be invalid or unenforceable, the invalidity
25 or unenforceability of such section, paragraph, clause or provision shall not affect
26 any of the remaining provisions of the Confirming Resolution.
27 SECTION 3. The Confirming Resolution shall be in full force and effect
28 immediately upon adoption.
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SECTION 4. Pursuant to the general laws of the State, the title and general
summary of the subject matter contained in the Confirming Resolution shall be
published in substantially the following form:

ALBUQUERQUE BERNALILLO COUNTY WATER UTILITY AUTHORITY

LEGAL NOTICE

Notice is hereby given that the Board of Directors of Albuguerque Bernalillo
County Water Utility Authority did on the 20™ day of May, 2020, adopt a resolution
entitled:

CONFIRMING APPROVAL OF THE ISSUANCE OF ALBUQUERQUE

BERNALILLO COUNTY WATER UTILITY AUTHORITY (THE "WATER

AUTHORITY") SENIOR LIEN JOINT WATER AND SEWER SYSTEM

REFUNDING REVENUE BONDS, SERIES 2020A IN ONE OR MORE

SERIES IN THE AGGREGATE PRINCIPAL AMOUNT NOT TO EXCEED

$55,000,000 (THE "BONDS"); AND RATIFYING ACTION PREVIOUSLY

TAKEN IN CONNECTION THEREWITH.

The Confirming Resolution authorizes the issuance of the Bonds. Complete
copies of the Confirming Resolution are available for public inspection during normal
and regular business hours at the offices of the Water Authority, One Civic Plaza, NW,
Albuquerque, New Mexico.

Dated this 20" day of May, 2020.
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PASSED AND ADOPTED THIS 20™ DAY OF MAY, 2020.

FOR AND

Yes:
No:

ATTEST:

Mark Sanchez, Secretary

AGAINST.

BY A VOTE OF

Klarissa J. Pefna, Chair
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Market Overview

= In 2017, the Tax Cut in Jobs Act eliminated advanced refunding with tax exempt debt. However, it does allow for
taxable advance refundings.

= Both the tax exempt and taxable rates saw historical declines due to the worldwide economic impact that Covid-19
had on world economies up until the first week of March.

= As Covid-19 began to impact state and local governments, the municipal market experienced unprecedented
volatility leading to a decoupling of taxable and tax-exempt municipal rates to U.S Treasuries. Interest rate
fluctuations were on a magnitude of 50 bps or more in a single day. Market volatility remains extremely high and is
expected to continue.

= The federal government responded to the Covid-19 Pandemic through a sweeping stimulus bill of approximately $2
trillion. Part of that stimulus package provided the federal reserve to purchase municipal bonds in the primary and
secondary markets to provide for a functioning and liquid market.

= Even with the fluctuation in rates, taxable municipal rates are at or below where tax-exempt municipal rates were a
year ago.

* These low rates allows the Authority to advance refund outstanding bonds with taxable debt and still achieve
present value savings.

= The chart on the following page details advanced refunding opportunities for some of the authorities outstanding
debt.
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Proposed Taxable Refunding Overview

_ 2011 NMFA Loan ___ Series 2013A

Par Amount Callable $ 19,755,000.00 $ 23,450,000.00 $
Average Rate of Callable Bonds 4.56% 5.00%
Call Date 06/01/2021 07/01/2023
1,568,657.70 1,134,577.46
PV Savings (%) 7.55% 4.16%
TIC 2.17% 2.31%
Avg. Annual Savings $ 114,983.35 $ 66,497.90 $

Total

43,205,000.00

2,703,235.16

181,481.26

Current Taxable Market Rates + 45bps. Numbers are preliminary and are subject to change

2

RBC Capital Markets



10 Year Spread Pre and Post Covid-19

2/29/2020
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Chart compiled by RBC Capital Markets based on estimated taxable rate AA+



Time Schedule

April 22, 2020 First reading of Bond Ordinance and Confirming Resolution

May 20, 2020 Second and final reading of Bond Ordinance and Confirming Resolution

June 3, 2020 Post Preliminary Official Statement

June 10, 2020 Bond Pricing (subject to market conditions at time of pricing)

Junel?, 2020 Sale Results reported to Authority Board

June 30, 2020 Bond Closing
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Weekly Municipal Market Update
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Key Areas of Market Focus Going Forward

$2T Stimulus Package Signed into Law (CARES Act/COVID Phase lll Bill)

G 1) $504B loans and assistance for companies and municipalities ($50B Treasury Secretary and $454B Fed market
action) and 2) $1.5T aid ($150B municipalities, $350B small businesses, $130B health care systems, $31B
education, $25B transit, $10B airports, and direct payments to lower-income earners and middle class)

Phase 3.5 Stimulus Package

Congress passed their fourth COVID-19 related aid package, with President Trump signing the $484 billion bill on
April 24. The majority of the funding will replenish the Small Business Administration's Paycheck Protection
Program, which provides for forgivable loans to small businesses that maintain their employee base

Potential Phase 4 Stimulus Package

Next round of stimulus (Phase 4) will likely deal with the economic impact of the coronavirus. Iltems under
consideration include: (1) Reinstatement Tax-exempt advance refundings, (2) Expansion of Private Activity Bonds
(PABSs), (3) creation of a BABs-like federal direct pay bond program, among others. Expect late May/June timetable.

Municipal Liquidity Facility — Pricing Guidance

The Fed’s $500bn program to allow State and local governments to borrow up to 20% of FY17 revs from the Fed.
Program targeting Counties with populations over 500k and Cities greater than 250k; maturities to 36 months and
fixed interest rates based on the overnight index swap (“OIS”) rate plus and applicable credit spread.

U U U U

Road to Recovery

Moderna and Pfizer continue to make progress with COVID-19 vaccines, increasing the likelihood that a vaccine
can be available for widespread use by early 2021. 3.2 million U.S. employees have filed for unemployment over the
past week, bringing the total number of newly unemployed individuals to 33.5 million since March 15.

|
|
|
|

6 Sources: see disclaimer slide at the end of this presentation. RBC Capital Markets




Interest Rate Movements

Relative Performance of Municipal Yields Versus Treasuries
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Change in MMD Change in Treasuries Change in MMD/UST Ratio
01/02/2019 05/08/2020 A (bps) 01/02/2019 05/08/2020 A (bps) 01/02/2019 05/08/2020 A (%)
3yr MMD 1.790 0.670 -112 3yr UST 2.470 0.210 -226 3yr Ratio 72% 319% 247%
5yr MMD 1.920 0.870 -105 Syr UST 2.490 0.330 216 Syr Ratio 77% 264% 187%
7yr MMD 2.040 0.980 -106 7yr UST 2.560 0.530 -203 7yr Ratio 80% 185% 105%
10yr MMD 2.270 1.160 99 10yr UST 2.660 0.690 -197 10yr Ratio 85% 168% 83%
30yr MMD 2.990 1.970 -102 30yr UST 2.970 1.390 -158 30yr Ratio 101% 142% 41%

(1) MMD stands for Municipal Market Data; which is the daily index off of which all municipal bonds are priced.
Source: Thomson Reuters
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Current Municipal Market Conditions: “AAA” MMD

After closing at 2.16% the previous week, the 30-year “AAA” MMD decreased 19 bps from May 1 — May 8 closing at the current rate of

1.97%

“AAA” MMD January 1, 2009 to Present
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2013 2014 2015 2016 2017 2018 2019
1.33% -1.34% -0.01% 0.27% -0.51% 0.47% -0.93%

Source: TM3, Thomson Reuters
10, 20, and 30 year “AAA” MMD shown to represent different average lives of municipal transactions
Rates as of May 8, 2020
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Disclaimer

Sources include: https://www.rbccm.com/assets/rbccm/docs/uploads/2017/RBCCM_ Muni_Markets Weekly Newsletter.pdf, http://www.rbc.com/economics/, RBC
Capital Markets.

This communication is not a research report or a product of RBC Capital Markets' Research Department. This communication is intended for institutional investors
and may not be independent of RBC Capital Markets’ proprietary interests. RBC Capital Markets may trade the securities discussed in this communication for its own
account and on a discretionary basis on behalf of certain clients.

This announcement is not an offer, solicitation, commitment or recommendation to buy or sell the bonds and does not purport to be a complete statement of all
material facts relating to the bonds. The offering is made only by means of the Official Statement, copies of which may be obtained from RBC Capital Markets. This
communication is not, and under no circumstances should be construed as, a solicitation to act as securities broker or dealer in any jurisdiction by any person or
company that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. Bonds are subject to availability and price or yield
may differ, as applicable.

Products and services are offered through RBC Capital Markets or RBC Wealth Management, as applicable. RBC Capital Markets may buy from or sell to customers
on a principal basis in the securities or related derivatives that are the subject of this communication. RBC Capital Markets has or may have proprietary positions in
the securities or in related derivatives that are the subject of this communication. RBC Capital Markets may have been manager or co-manager of a public offering of
securities of the issuer within the past twelve months. Additional information is available upon request.

All information contained in this communication constitutes RBC Capital Markets’ judgment as of the date of this communication, and is subject to change without
notice and is provided in good faith but without legal responsibility. The information contained in this communication has been compiled by RBC Capital Markets from
sources believed to be reliable, but no representation or warranty, express or implied, is made by RBC Capital Markets, its affiliates or any other person as to its
accuracy, completeness or correctness.

The material contained herein is not a product of any research department of RBC Capital Markets or any of its affiliates. Nothing herein constitutes a
recommendation of any security or regarding any issuer; nor is it intended to provide information sufficient to make an investment decision.

RBC Capital Markets is not acting as a fiduciary or as a municipal, financial, commaodity or investment adviser. The information provided is not intended to be and
should not be construed as “advice” within the meaning of Section 15B of the Securities Exchange Act of 1934. Nothing in this communication constitutes legal,
accounting or tax advice or individually tailored investment advice. This material has been prepared without regard to the individual financial circumstances and
objectives of persons who receive it and such investments or services may not be suitable for all investors. Past performance is not a guide to future performance,
future returns are not guaranteed, and a loss of original capital may occur. Potential investors are advised to consult with their own legal, accounting, tax, financial
and other advisors, as applicable, to the extent appropriate.

This document may not be reproduced, disclosed, distributed or summarized, whole or in part, to any third party without the prior consent of RBC Capital Markets. To
the fullest extent permitted by law neither RBC Capital Markets, nor any of its affiliates, nor any other person, accepts any liability whatsoever for any direct or
consequential loss arising from any use of this communication or the information contained herein.

This advertisement is for informational purposes only. RBC Capital Markets is the global brand name for the capital markets business of Royal Bank of Canada and
its affiliates, including RBC Capital Markets, LLC (member FINRA, NYSE and SIPC). ® ™ Trademark(s) of Royal Bank of Canada. Used under license. © Copyright
2020. All rights reserved.
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Disclaimer Continued

This presentation was prepared exclusively for the benefit of and internal use by the recipient for the purpose of considering the transaction or transactions
contemplated herein. This presentation is confidential and proprietary to RBC Capital Markets, LLC (“RBCCM”) and may not be disclosed, reproduced,
distributed or used for any other purpose by the recipient without RBCCM'’s express written consent.

By acceptance of these materials, and notwithstanding any other express or implied agreement, arrangement, or understanding to the contrary, RBCCM, its
affiliates and the recipient agree that the recipient (and its employees, representatives, and other agents) may disclose to any and all persons, without
limitation of any kind from the commencement of discussions, the tax treatment, structure or strategy of the transaction and any fact that may be relevant to
understanding such treatment, structure or strategy, and all materials of any kind (including opinions or other tax analyses) that are provided to the recipient
relating to such tax treatment, structure, or strategy.

The information and any analyses contained in this presentation are taken from, or based upon, information obtained from the recipient or from publicly
available sources, the completeness and accuracy of which has not been independently verified, and cannot be assured by RBCCM. The information and
any analyses in these materials reflect prevailing conditions and RBCCM'’s views as of this date, all of which are subject to change.

To the extent projections and financial analyses are set forth herein, they may be based on estimated financial performance prepared by or in consultation
with the recipient and are intended only to suggest reasonable ranges of results. The printed presentation is incomplete without reference to the oral
presentation or other written materials that supplement it.

Employees of RBCCM are expressly prohibited from directly or indirectly: (a) offering any company favorable research coverage as an inducement for the
receipt of investment banking business; or (b) threatening to retaliate with adverse coverage or comments if such business is not awarded. All
recommendations, ratings, price targets and opinions regarding a company are determined independently by RBCCM'’s Research Department.

IRS Circular 230 Disclosure: RBCCM and its affiliates do not provide tax advice and nothing contained herein should be construed as tax advice. Any
discussion of U.S. tax matters contained herein (including any attachments) (i) was not intended or written to be used, and cannot be used, by you for the
purpose of avoiding tax penalties; and (ii) was written in connection with the promotion or marketing of the matters addressed herein. Accordingly, you
should seek advice based upon your particular circumstances from an independent tax advisor.
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