UTILITIES COMMISSION
City of New Smyrna Beach, Florida

200 Canal Street

P.O. Box 100

New Smyrna Beach, Fl. 32170-010

May 29, 2009

PRIVATE 

RE:  RFP 09-09 LOAN COMMITMENT ADDENDUM No. 1
To prospective vendors:

The Utilities Commission is issuing the following addendum.  As such it becomes an integral part of the proposal and must be acknowledged by the return of this signed form, with your proposal form,  acknowledging receipt of the addendum. 

THE FOLLOWING QUESTIONS WERE ASKED AND ANSWERED BELOW

· According to the UC’s website, it appears from the rate study presentation, the last rate study was done in 2006 with rate increases effective in FY 2008 – 2010?  Is this correct? Yes According to the schedules to the CAFR, rates remained the same in FY 2008.  Please provide details (or actual rate study).  Are rate increases contemplated beyond 2010? We held the rates steady and have not planned on any rate increases with the exception of reuse water and internet. 

· How do current rates for each system compare with competitors? Link on our website shows comparison (electric only) http://www.ucnsb.org/ftp/2009_april_rates.pdf – we are in-line with IOU’s 

· The 2009 approved budget has five year budget forecast for FY 2009-13.  This is slightly different format/presentation from the projections provided in the triennial report (FY 2008-10).  I am interested in the rate covenant calculation based on the forecast – appears net revenues would just be total revenues less O&M expenses?  A portion of the other revenue sources would be included (interest and connection fees), but can not determine.  Do you have rate covenant calculation based upon the forecast?  Or do you have updated projections with assumptions and rate covenant calculation?  Do not have available data broken out. 

· When was the last Engineer’s Report completed?  If recent, please provide copy. The last triennial Report was completed July 31, 2008 as of September 30, 2007. It is on our website under the following link http://www.ucnsb.org/ftp/triennialreport.pdf 
· The YTD financials are compared to the same period last year (April 2009 on website).  Can you provide comparison to budget for FY 2009?  Our full financial statements provide comparison to budget. Attached is a pdf of April 2009 for the combined system. Also – please provide breakout of rate covenant calculation and supporting details behind lower coverage ratio.  For FYTD April 2009 the calculation is below: 

	
	
	FYTD Apr 2009
	FYTD Apr 2008

	Debt Service Ratio Calculation
	
	
	

	Total Operating Revenue from Combined P&L
	
	       30,248,827 
	        30,596,695 

	Total Non-Op Income (Int & Other) from Combined P&L
	
	           381,114 
	             847,263 

	Cap Fees & Extensions Only (run FERC 470)
	
	           135,875 
	          1,614,196 

	Total
	
	       30,765,816 
	        33,058,154 

	
	
	
	

	Total O&M Expenses
	
	       29,280,456 
	        29,108,516 

	   Less Depreciation & Decommissioning
	
	        (3,752,283)
	         (3,479,374)

	   Less Required Payment to City
	
	        (1,907,057)
	         (1,973,434)

	Total
	
	       23,621,116 
	        23,655,708 

	
	
	
	

	
	
	
	

	Net Revenues
	
	         7,144,700 
	          9,402,446 

	
	
	
	

	
	
	
	

	Annual Debt Service Requirement (from Combined 
	
	
	

	Forecast Actual FYTD Total Debt Service
	
	         4,722,716 
	          4,928,589 

	
	
	
	

	Debt Service Coverage
	
	                 1.51 
	                  1.91 

	
	
	
	


· Please confirm that the DSCR in the CAFR includes ALL debt (senior and subordinated).  Yes. The rate covenant is just for the senior.  Do you do a calculation with just the senior debt?  Not on a monthly basis. 

· Please provide rate covenant definitions for the SRF and related calculation. The SRF rate covenant is 1.15 times. 

· Please provide an update on the customer information system that was noted in the supplemental audit reports in the financials.  Any resolutions? We are abandoning the software and in the process of updating the former software solution. 

· Please provide an update on unrestricted cash (bank overdraft).  What is the current balance?  What are the UC’s plans to bring this back into the positive?  As of April, 2009 the balance is $6,972,263 – $4.5 million of this was due to under recovery of fuel costs during the period of volatile and exorbitant energy costs. We are now in an over recovery stage anticipating the balance of under recovery to be fully recovered within one year. We are also continuing to manage expenses as you can see from the April 2009 Forecast Report YTD actual expenses are $3.5 million under budget. 
· Please provide an update on the unbilled A/R.  What is the current balance?  What are the UC’s plans to reduce this amount?  Mostly addressed above – As of April, 2009 unbilled A/R is comprised of approx $4 million monthly customer accounts receivable and $3.1 million of under recovered fuel and purchased power. Customer unbilled a/r is an on-going monthly estimate of the dollar value of services consumed from their last billing cycle to the end of the month. 

· Has a decision been made to continue the internet service?  This is going before our Commission for determination in June. 

· Please confirm that no additional debt has been issued since the publication of the 2008 CAFR.  None has been issued. 

· What is the timeframe for amending the ABT from 1.40x to 1.25x? when the 2002 debt is satisfied – 2017 or if refunded earlier on or after 10/1/2012. 

· The 2010 CIP indicates a line item “alternate financing/grants”.  In addition to the $2MM as part of this request, what additional bank/bond borrowings do you anticipate in the next year and through the five year CIP?  We have been managing our CIP by only doing work that is a priority and necessary. If a project is not necessary we have been postponing it. 

· What is the estimated annual maintenance capex?  8% of 2 years prior revenues (less fuel and purchased power costs) Is it reflected in the CIP?  Yes, on the following link http://www.ucnsb.org/ftp/CIP2010.pdf the line entitled “Mandatory transfer to R&R” 

· How flexible is the CIP (mandatory vs. deferred/delayed due to market conditions)? Very flexible even mandatory transfers are also available for operations. 

· What specifically in the CIP is being financed with the $2MM earmarked in the RFP?  Either completing the water projects partially funded with the 2007A debt which was originally estimated to be $13 million. As bids appear to be coming in lower than the $13 million the $2 million if necessary would go to other wastewater projects noted in the CIP as  WW-38, 51, 61, 62, 73, 74 and R-36, We also may be required by DEP to replace a force main, if this becomes a reality, it would take priority and the funds would be used for this new project. 

· Did the $10MM loan finance the reconstruction of the Smith Street Pump Station?  This line item is no longer on the updated 2010 CIP.  Yes it financed 3 projects – Smith Street Pump Station 20” pipeline, Water treatment plant generator switchgear and 3rd avenue storage tank and pump station. They are no longer on the CIP as they are in process and funded. 

· There is a paragraph in the 2008 CAFR that states that based on coverage ratio of 1.20x MADS, the UC has capacity to obtain additional financing of $30MM.   I was unable to back into this – please provide details. An auditor calculation. 

· Did actual number of water and wastewater customers increase in FY 2008, or was this due to the counting of meters in 2008?  What is estimate of actual increase in customers for each in FY 2008? Most likely due to software reporting issues. 

· Water supply appears ensured through 2020 – is this correct?  Our consumptive use permit is valid through 2020.
· Please confirm that there are no regulatory issues with any of the systems. We are in full compliance and top rated facilities. 

· Please confirm no capacity issues w/ any system. Based on the growth rate of recent, there are no capacity issues. 
· Please confirm that the only variable rate debt is the three issues of FMPA that are being refunded.  Confirmed. What have interest rates the past year or so been like vs. historical?  See below. 

	FMPA Pooled Loan 
Interest Rates

	FY 2008 to Present

	
	
	

	
	
	

	Date
	Interest Rate
	Fee Rate

	 
	 
	 

	Oct-07
	3.66%
	0.60%

	Nov-07
	3.54%
	0.60%

	Dec-07
	3.52%
	0.60%

	Jan-08
	3.77%
	0.60%

	Feb-08
	2.79%
	0.60%

	Mar-08
	1.75%
	0.60%

	Apr-08
	1.85%
	0.60%

	May-08
	1.70%
	0.60%

	Jun-08
	1.70%
	0.60%

	Jul-08
	1.61%
	0.60%

	Aug-08
	1.52%
	0.60%

	Sep-08
	1.52%
	0.60%

	Oct-08
	1.56%
	0.60%

	Nov-08
	5.83%
	0.60%

	Dec-08
	3.50%
	0.60%

	Jan-09
	3.15%
	0.60%

	Feb-09
	0.54%
	0.60%

	Mar-09
	0.58%
	0.60%

	Apr-09
	0.52%
	0.60%

	May-09
	0.30%
	0.60%

	 
	 
	 


Assume this is underlying reason for refunding?  Incorrect, we are seeking financing due to FMPA’s line of credit is not being renewed. 

· Please provide ABT calculation with the proposed debt (ABT looks solely at senior debt and the FMPA debt will move from sub debt to senior debt).     ABT calculations with the outstanding and proposed senior debt based upon 2008 net revenues available for debt service of $16,043,786 and proposed senior lien debt service for 2009 of $5,079,815 coverage would be 3.15X. Based upon anticipated senior lien maximum annual debt service of $6,918,742 coverage would be 2.32%. Both coverage calculations are based upon an assumed interest rate of 3.75% for the 2009 refunding and new money certificates.
· Does the UC have any funds in frozen, illiquid or impaired assets?  No. If so, what is the impact on liquidity?

· Have there been any material changes in cash and investments since the 2008 CAFR? None other than explained with the fuel and purchased power under recovery. . 

Please let us know if you have any questions or require assistance. Maureen Lynch (386) 424-3046
mlynch@ucnsb.org
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