Local Option Sales Tax— Proposed
Tax Renewal Information

September 14, 2017



Key Dates

* june 30, 2019 - Current Local Option Tax period expires unless renewed.

* December 31, 2028 — EPA Consent Order deadline for completion of sewer
separation projects. The West Hill project is the final project required by the
Consent Order.

* March 6, 2018 — Proposed date for a referendum on the renewal of the Local
Option Tax. Per State law, referendums can only be held at one of four dates in
each calendar year.

* December 7, 2017 - Last date for City Council to approve the request for the
special election and the ballot question for the proposed March 6, 2018 special
election (can be done earlier).




West Hill Sewer Separation Project —
Project Cost Estimate — Phases 4, 5 and 6

* Construction is currentl¥‘in progress on Phase 3-C of the West Hill Sewer
Separation project which is scheduled to be completed before the end of
calendar year 2017. Once Phase 3-C is completed, the overall West Hill
Sewer Separation project is approximately 35% completed.

* Stanley Consultants has prepared a cost estimate for the remaining
phases of the West Hill Sewer project.

* This cost estimate is for Phase 4 (A, B, and C), Phase 5 (A, B, and C) , and
Phase 6 (A, B, C, D, and E). The total estimated contract costs for these
phases is $32,056,477 and total project costs (including engineering,
project management, legal, etc.) are estimated at $40,070,596. These
estimates include a 3% annual escalation factor.



Long-Term Financing Plan -
West Hill Sewer Separation Project

* Public Financial Management (PFM), the City’s financial consultant, prepared a
long-term financing plan for the West Hill project based on the project cost
estimates in the schedule prepared by Stanley Consultants.

* The City has been setting aside $400,000 each fiscal year since 2011/2012 to
assist in financing the West Hill Sewer project ($200,000 from the WPCP fund
and $200,000 from the Collection and Drainage fund). These funds are available
to supplement the 80% allocation of Local Option Sales Tax being used to fund
the West Hill Sewer project (approx. $2 million each year).

* Local Option Sales Taxes (subject to voter referendum) and the set-aside funds
gtr"e prosjected to be sufficient to fund project costs for all phases of Phase 4 and
ase 5.

* A State Revolving Fund (SRF) Loan is projected to be needed by 2023 to fund all
5 phases of Phase 6 plus the work required at the Papoose Pumping Station at
the end of the project.




Long-Term Financing Plan -
West Hill Sewer Separation Project (Cont.)

* Based on current project cost estimates, PFM estimates the SRF Loan needed to
complete the financing of this project at $22,800,000. Initial interest on this
loan would be based on Loan proceeds drawn down as needed for project
costs. The interest rate for the SRF loan is 2.0%.

* PFM has prepared a preliminary SRF Loan repayment schedule showing
principal and interest payments on a 10 year loan with the final year of the loan
in 2033/2034.

* The PFM financing plan is based on renewal of the Local Option Tax and
continuation of the 80% allocation for sewer projects through the Loan
repayment period (through June 30, 2034).

* This would require the Local Option Tax be in place from its current expiration
date of June 30, 2019 through June 30, 2034. This would require a 15 year Local
Option Tax period which is the term proposed to be included in the Local
Option Tax renewal referendum.




Summary of Key Items for the
Local Option Sales Tax Renewal Referendum

* Ballot Question — Propose to continue the current 80% allocation for sewer
projects and 20% allocation for street projects. Add language that would allow
for Local Option Tax funds to also be used for principal and interest payments
on debt used to finance sewer projects.

* Term of Local Option Tax renewal — proposed 15 year Local Option Tax period.

* Having the Local Option Tax in place to fund project costs and debt service for
this project would mean that (1) the City’s property tax rate would not be
impacted from this project and (2) sewer rates would also not be impacted.

* Referendum Date — Proposed for March 6, 2018

* Based on City Council concurrence of this plan, staff will prepare information
for City Council and the public on the proposed uses of future Local Option Tax
funds and the overall financing of the West Hill Sewer Separation project.




Summary of Remaining West Hill Area Sewer Separation Projects
Date 7/22/2016

Phase Construction Costs Project Costs Year Costs Project Costs
4A s 2,260,000 | § 2825000 2018 |S 23976345 2,997,043
5 1,890,000 | $ 2362500 2019 |S 20652845 2,581,568
$ 2,100,000 | 2625000| 2020 S 2363563[|S  2.954461
Votal I 6,250,000 | $ 7,812,500 - $ 66457 §  85330M
Non Escalated Escalated

Construction n.un_

Phase Construction Casts ProjectCosts _ Year Costs __ Project
—m> $ 1,640,000 | § 2050000| 2021 |S 18032095 2376512
58 s 2,080,000 | § 2600000 2022 |S 2483629 |5 3,104,536
5C 3 1,120,000 | $ 1400000 2022 |$ 1,337339(S5 1,671,673
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Escalatad
Construction
Phasa Construction Costs Project Costs Year Costs Project Costs
S 2,610,000 | S 3,262,500 2023 s 3,200971 | § 4,012,463
$ 2,470,000 | & 3,087,500 2024 S m..wuw.uub - 3,911,153
6C $ 3,360,000 | § 4,200,000 2025 s 4,384,038 | 5 5,480,047
$ 2,870,000 $ 3,587,500 2026 4 3,857,040 ] 4,821,300
&€ 5 ~Eo8 5 3,260,000 momu S 3,543,639 | & 4,429,548
[Total $ 13,870,000 | $ 17,337,500 - $ 18123610 % 22,654,512
Total of Remalning West Hill Work | | |
Non Escalsted Totals Escalated Totals
Construction
Future Phase Construction Casts Project Costs Year Costs Project Costs
4 s 6,250,000 | § 7,812,500 | 2018-2020 | $ 6,826,457 | 5 8,533,071
5 S 4,840,000 | § 6,050,000 | 2021-2022 | § 5,722,177 |5 7,152,721
& $ 13,870,000 | § 17,337,500 | 2023-2027 | § 18,123,510 | & 22,654,512
CS0 Elimination at
Pump Station s 1,000,000| $ 1,250,000 2027 $ 1,384,234 | § 1,730,292
|Overall Tatal $ 25,960,000 | $ 32,450,000 - $ 32056477 |5 40,070,596
Total Project Cost Allowance = 25% Above the calculated cost of construction
Annual Escalation Rate = 3%
Year of Cost Estimate = 2016

Notes
1 The basls of quantities were taken from 2010 study. Constructlon costs have been estimated using 2016 pricing

2 The total project costs Include an 25% allowance {or engineering/legal/adminstration

3 $1.0M for pump statlon eflmination work Is a place holder actual casts have not been estimated

4 This study level construction cast estimate is prepared to form the basis for budget authortzation, appropriation
and/or funding. This estimate has been produced based on available Informatian used In the 2010 study

This study level estimated was produced to assist in product budgeting. Detalled design estimates will replace
this one when projects proceed through the various design stages.
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Propeted Phasa Schedule and Construction Costs Proposed Phuase Schadule snd Tots! Praject Costs
Not- Non-
Escalated % of Time Escalated | Escalated
% of Time Spentto MiBioa's § % of Construction]  Escalated Spantto | Phase | Mililon's $ |MBSon's $

Time Year 2028 Phata Complets Spemt XSpent | DollarsSpent |Miflon's $ Spent Time Year 2028 | Cormplets | Spest ﬂj
2012 1 6% _ 2012 1 %
2013 2 12% 1 3.60 9.6% 9.6% 2.69 2013 2 12% 1 0
2014 3 18% 2 3.69 9.6% 19.3% 269 2014 3 18% 2 0
2015 a 24% 3A L36 35% I26% 136 015 4 4% ETY 0
2016 s 5% 38 164 4.3% 271% 1.64 018 9% s [
2017 6 35% 3C 198 5% 32.3% 1.93 017 5 35% 3C 0
2018 7 a1% aA 226 5.9% 38.1% 2.40 018 41% aA 240 3.00
2018 B a7% 4B 189 2.9% 43.1% 207 019 8 % a8 2.07 258
2020 e 53% 3 210 S.5% 286% 2.36 2020 ] 53% ac 236 255
F i0 50% A YT 43% S2.8% 1.90 021 10 5% SA 190 238
2022 11 65% 5B, 5C 330 B.4% 613% 382 203 1l 65% 58, 5¢ 382 478
2023 12 71% 6A 261 6.5% 680% 3.21 TN T 1% €A 321 4am

| 2024 B T6% 8 247 54N T4.5% 313 2024 3 76% 1 313 3.91
2025 14 2% 6C 3.36 8.0% 83.2% 438 205 14 1% & 438 5.48
2026 15 BeX 60 T3] 5% 0.7% 386 2026 15 [ 6D 386 482
7027 16 9% &E, PS 356 9.3% 100.0% 493 2027 16 4% 6E, 7S 4.3 6.16
2028 17 100% - 2028 17 100%

fTXT) [T 06 4007
West Hill Sewer Separation
Proposed Progression To 2028
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‘O
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City of Muscatine, lowa
Proposed Sewer Revenue Bonds, Series 2023 (SRF Loan)

SOURCES & USES

SOURCES

Par Amount of Bond uu.aeo.coobaﬁ
Premivm

Cash Contribution

Totn! Scurces B.__S.S__.SJ
USES

Depasit to Construction Account 22,657,000.004
Capitalized Interest Account

Municipal Bond Insurznce

SRF Loan Initiation Fee ($5.00 per bond) 114.000.00
Costs of Issuance 28,250.00
|Rounding Amount 750.00
Totn] Uses 22,800,000.00
ASSUMPTIONS

Dated Date 12172023
Delivery Daie 1212023
First Intcrest Date 6/112024
First Principol Dot 6172024
Las) Principal Date &/12043
YIELD CALCULATIONS

Arbitrage Yield 2.00000%

TIC 2,08803%

AIC 2,10993%

Average Lile 6.16 Years

Prepared by PFA Financial Advisors LLC
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EXHIBIT 2b

Assumes Phase 6 is SRF Funded
10t Year SRF Loan
DEBT SERVICE SCHEDULE
Debt Annugl
Date Principal Coupan Interest Service Dett Service
6/12024 0 2.000% 228,000 224,000 228,000
12172024 228.000 224,000
6/02025 2,082,000 2.000%% 228,000 2.310,000 1,538,000
12712025 207,180 207,180
612026 2,124,000 2 0% 207,180 2331180 2,538,360
12172026 185,940 185.940
612027 2,166,000 2.000% 185,940 2,351,940 2,537,880
1212027 164,280 164,280
6/1/2028 2.210,000 2.000% 164.280 2,374,280 2,538,560
1212028 142,180 142,180
| bnzo2e 1,254,000 2.000%  142.180 2,396,180 1,538,360
B L 117 " Rty 1y ettty
6/172030 2,299,000 2.000% 119,640 248,640 2,538,280
12112030 96,650 96,650
/172031 2,345,000 2.000% 96,650 2.441,650 2,538,300
1211200 73,200 73,200
6/1/2032 2,392,000 2.000% 73,200 2,465,200 2,538,400
12/112032 49,280 49,280
6/12033 2,440,000 2.000% 49,240 2.489.280 2,538,560
124122033 24,820 24,880
6/12034 2,488,000 2.000% 24,880 1,512,880 2,537,760
1212034
67120335 2.000%
1212035
6/12036 2.000%
1212036
6/172037 2,000%
121112037
6/1/2038 2.000%
12/12038
| __6/122039 2.000%
.-l“\.—malwclll.l.l.'ll'lll.l.'l R I EED A SR D S S S S Sl i sy
6/1/2040 2.000%
12/12040
6/17208) 2.000%
12/172041
6/12042 2.000%
1202042
6712043 2.000%
12112043
67172044 2.000%
12112044
6/12045
121172045
12,800,000 1810460 25610460 25,610,450
Scale:  SRF Rote 2 00% = . 75% interest eafe + 0.25% aanual servicing fee

Date: 7122017
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