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TO:   Board Members 
 
THROUGH:  Jeff Walker, Executive Administrator 
   Todd Chenoweth, General Counsel 
   Jessica Zuba, Deputy Executive Administrator 
   Clay Schultz, Director, Regional Water Project Development 
 
FROM:  Ashley Nwonuma, Assistant General Counsel 

Luis Farias, Manager, Regional Water Project Development  
    

DATE:   July 9, 2019 
 
SUBJECT: Request from the City of Garland to Modify the Pledge and Level of 

Security for its Financing Commitment (Project 62842) 
 
ACTION REQUESTED 
Approve amending by resolution the previously adopted Texas Water Development Board 
Resolution No. 19-027 to modify the City of Garland (Dallas County) pledge and level of 
security for repayment of its financial assistance. 
 
BACKGROUND 
On February 25, 2019, the Texas Water Development Board (TWDB), through Resolution 
No. 19-027 (Attachment 2), approved a commitment for $7,645,037 in financial assistance 
consisting of $6,670,000 in financing and $975,037 in principal forgiveness from the 
Drinking Water State Revolving Fund for a water meter retrofit project. The proposed 
project will allow the City to run its water system more efficiently and use information 
from new meters to assess the condition of other water system assets. 
 
KEY ISSUES 
In its financial assistance application, the City offered a pledge of the net revenues of the 
combined water and sewer system subject to the prior lien on and pledge of those net 
revenues to its outstanding prior lien bonds. However, the pledge presented to the Board 
and included in the Texas Water Development Board’s Resolution No. 19-027 incorrectly 
stated that the City was offering a first lien pledge on the net revenues of the system. The 
City was preparing to close on these funds when the error was caught, and the City 
requested to amend TWDB Resolution No. 19-027 to reflect the pledge offered in the 
application. 
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The prior lien bonds are bonds issued by the City in and prior to 2013 that contained the 
first lien pledge of the net revenues of the water and sewer system. To enable the City to 
eliminate the reserve fund for future water and sewer revenue bonds and to modify 
covenants, the City closed the ability to issue first lien bonds that would be on parity with 
the prior lien bonds. The language closing the first lien bonds is contained in the 
ordinances for water and sewer revenue bonds issued by the City since 2014. The language 
reads in part as: “The City will not hereafter issue additional obligations with a lien on and 
pledge of net revenues on parity with the lien and pledge of net revenues associated with 
the prior lien bonds or create or issue evidences of indebtedness for any purpose 
possessing a lien on the net revenues of the system superior to that possessed by bonds 
similarly secured.” This requirement is by contract with holders of the bonds similarly 
secured and will continue until those bonds are no longer outstanding. The bonds similarly 
secured are bonds that are on parity with the bonds which have been issued by the City 
since 2014. 

Because the City has contracted with the bond holders of these prior lien bonds not to issue 
any additional first lien bonds or other obligations, the City cannot grant a first lien 
position for the TWDB’s bonds. The City is requesting an amendment to reflect a 
modification of the pledge and level of security from first lien on net revenues of the water 
and wastewater system to a pledge of the net revenues of the combined water and sewer 
system subject to the prior lien on and pledge of those net revenues to its outstanding prior 
lien bonds. When the prior lien bonds are no longer outstanding in year 2033, the lien and 
pledge position of the TWDB bonds will move up to the first position. The additional bonds 
test, which must be satisfied to issue bonds, requires that the coverage requirement (1.25 
times the average annual debt service and 1.10 times the maximum annual debt service) 
include the outstanding prior lien bonds, outstanding bonds similarly secured, and the 
proposed TWDB bonds. Also, only the TWDB bonds will have a reserve fund. 

Staff has reviewed the City’s financial position and has determined that the City’s financial 
sustainability factors are strong. The net revenues produced from its utility system produce 
sufficient coverage of 1.44 times the current and proposed debt service in the first year of 
principal repayment and increases throughout the life of the Board’s obligation. 
Additionally, the City’s utility system self-supporting debt compared to operating revenues, 
including the proposed loan, is low at 1.91. A debt to operating revenues ratio of 4 to 6 is 
considered typical. The City also reviews the utility system rates annually and has 
increased rates each of the last three years. These strong factors, as well as the City’s 
additional bond test requirements for all outstanding system debt, a reserve fund and a 
credit rating of AA support our assigned risk score of 2A for the City’s utility system.  
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RECOMMENDATION 
The Executive Administrator recommends amending TWDB Resolution 19-027 to change 
the pledge offered from first lien of the net revenues of the City’s water and sewer system 
to a pledge of net revenues of the City’s water and sewer system.  
 
Attachments:  

1. Proposed TWDB Resolution (19-  ) 
2. TWDB Resolution (19-027) 
3. Request from the City of Garland 
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A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD 
AMENDING TWDB RESOLUTION NO. 19-027 

TO MODIFY THE PLEDGE AND LEVEL OF SECURITY FOR REPAYMENT 
FOR FINANCIAL ASSISTANCE TO 

THE CITY OF GARLAND 

(19 -   ) 

WHEREAS, at its February 25, 2019 meeting, the Texas Water Development Board 
(TWDB), by TWDB Resolution No. 19-027 (Resolution), made a commitment to provide 
financial assistance in the amount of $7,645,037 to the City of Garland (City) from the 
Drinking Water State Revolving Fund, to finance improvements to its water system, to be 
secured by the TWDB’s purchase of $6,670,000 City of Garland, Texas Water and Sewer 
System Revenue Bonds, Proposed Series 2019, and the execution of a Principal Forgiveness 
Agreement in an amount of $975,037, for Project No. 62842, all as is more specifically set 
forth in the TWDB’s Resolution and accompanying documentation, to which documents 
express reference is made; and 

WHEREAS, in the Resolution and accompanying documentation, it was presented 
that the City had offered a first lien and pledge of the net revenues of the City’s water and 
sewer system as sufficient security for the repayment of the Obligations; and 

WHEREAS, the City has submitted a request that the Resolution and accompanying 
documentation be modified to reflect that the City is offering a pledge of the net revenues 
of the City’s water and sewer system, as the City intended in their initial application; and 

WHEREAS, the TWDB hereby finds that the pledge of the net revenues of the City’s 
water and sewer system is sufficient security for the repayment of the Obligations; and 

WHEREAS, the TWDB hereby finds that amending the commitment is reasonable 
and that the request is in the public interest and will serve a public purpose; and 

WHEREAS, in accordance with the Texas Water Code, the TWDB has carefully 
considered all matters required by law. 

NOW THEREFORE, based on these considerations and findings, the TWDB resolves 
as follows: 

1. The commitment of the TWDB to provide financial assistance in the amount of
$7,645,037, as authorized in TWDB Resolution No. 19-027, is amended to modify
the pledge and level of security for repayment and to reflect that the pledge offered
is the pledge of the net revenues of the City’s water and sewer system.

2. All other terms and conditions of TWDB Resolution No. 19-027 shall remain in full
force and effect.
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APPROVED and ordered of record this the 22nd day of July, 2019. 
 
 

TEXAS WATER DEVELOPMENT BOARD 
 
 

      __________________________________________ 
Peter M. Lake, Chairman 
 
DATE SIGNED: _________________________ 
 

 
ATTEST: 
 
 
__________________________________ 
Jeff Walker, Executive Administrator 
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