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Background / Objectives

» City has developed a capital improvement plan (“CIP”) for the next 20 years
Community / Economic Development Benefiting Projects totaling over $200 million

Utility Enterprise Projects totaling over S680 million (5-year CIP for Water / Sewer ~$S87M plus
S150M WWTP)

» Core Objective - Develop Overall Approach to Funding the CIP that achieves
multiple goals:

Create funding plan for prioritized projects, that individually and collectively, use
available and subsidized funding sources, reserves and debt, as required, to secure
most efficient / lowest cost of funding and favorable terms

For the Utility Enterprises, retain affordable rates for City customers

Maintain long-term fiscal sustainability and operational flexibility of the City
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Identified Priority Projects (and Services)
Potential Funding Sources
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Utility Revs (Sewer, Water)
Sales tax

CFD

Tax increment finance districts
Impact fees

Hotel taxes

Potential Partnerships

Grants
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Water Enterprise Fund
Debt Service Coverage & Capacity

» City’s Water Enterprise Fund currently City of Tulare
. Water Enterprise Fund
shows adequate debt service coverage
FY 2024-25 net revenues: $6.4V FY 2024.25
Total annual debt service: S1.8M Total Gross Revenues® 14,963,766
. Total O ing E 2 8,526,273
Debt service coverage: 344% otal Operating txpenses
Net Revenues 6,437,493
Greater than the 120% requirement Debt
. . 2017 Water Revenue Bonds 1,102,800
» The Water Enterpn;g Fund theoretically has 7 "7 "=~ 2= one 770,650
capacity for an additional $3M of annual Total Debt Service 1,873,450
debt service Debt Service Coverage (1.20x Requirement) m
Additional Annual Debt Service Capacity 3,491,127

Using 30-year term / 4.5% interest rate
translates to over S55M-60M of bonding
capacity

1 .
Excludes transfers in

? Excludes non-cash items (i.e., depreciation, GASB adjustments, etc.),

capital expenses, and transfers out
Su pports $30 M5 year CIP Source: City of Tulare 2025 ACFR
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Sewer Enterprise Fund
Debt Service Coverage & Capacity

» City’s Sewer Enterprise Fund continues to show
adequate debt service coverage

FY 2024-25 net revenues: $22.4M
Total annual debt service: $10.3M

Debt service coverage: 217% (125% min
requirement)

» The Sewer Fund theoretically has capacity for an
additional S7.6M of annual debt service; more
beyond 2046 when prior bonds mature

Using 30-year term / 4.5% interest rate translates to
over $125M-160M of bonding capacity

Refinancing of 2015 and 2016 sewer bonds will increase
this capacity

Supports S57M of 5-year CIP needs and some of
S150M+ new treatment plant and

City of Tulare
Sewer Enterprise Fund

Total Gross Revenues’

Total Operating Expenses2
Net Revenues

Debt
2015 Sewer Revenue Refunding Bonds
2016 Sewer Revenue Refunding Bonds
2020A Sewer Revenue Refunding Bonds
2020B Sewer Revenue Refunding Bonds
Total Debt Service

Debt Service Coverage (1.25x Requirement)

Additional Annual Debt Service Capacity

1 .
Excludes transfers in

FY 2024-25

38,904,219
16,450,480

22,453,739

5,007,625
2,773,250
1,434,275
1,129,236
10,344,386

7,618,606

? Excludes non-cash items (i.e., depreciation, GASB adjustments, etc.),

capital expenses, and transfers out
Source: City of Tulare 2025 ACFR
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New Sales Tax Discussion

Preliminary Approach / Hypothetical Allocation and Bonding Capacity

» 1% sales tax expected to generate
S16M assuming approval in November
2026

» Preliminary uses shown in pie chart
» Assuming $4.5M allocated for debt

Preliminary Allocation of New Sales Tax

$4,500,000 $3,000,000

service, $73M of bonding capacity

» 4.5% assumed interest rate and 30-year
amortization

» Sensitivity: Every 25 bps (0.25%) move in
rates will affect bonding capacity by
roughly $2.2M

» Tentative bond funded projects:
» S50M corp. yard and $16M fire station
» S7M of additional capacity

>

$1,000,000 .

$1,000,000

4 $1,500,000

$5,000,000
m Fire & Police Staff m Hospital District
m Road Maintenance & Replacement Homeless Shelter Operations

®m Other General Governmental Use

NHA ADVISORS

Policy Strategies.
Delivered.

m Potential Debt Service on New Bond



General Fund Debt Considerations
Using New Sales Tax Revenue Measure for Bonding

>

Financing (Lease Revenue Bond or COPs) would be supported by annual City budget
appropriation from legally available funds

“Lease (or COPs)” denotes “Renting” a city-owned property with “rental” payments going to
bondholders — requires sufficient pledged City asset(s) value equal to bond amount

As security is annually appropriated lease payments, not the full faith and credit of the community tax
base, credit rating is slightly lower than general obligation bonds

Does NOT require voter approval

Given the potential new revenue source, City should consider initial dedication of sales tax
towards debt service of approximately “half of half” or ~¥25% of projected tax (~4x coverage)

If S16M of new revenue is projected, then dedicate approximately $4.0-S4.5M to debt payment
Maintains sufficient pay-go capacity for services and other priority projects
Exceeds credit rating standards of 1.5x

Provides “cushion” to City’s General Fund given new, potentially volatile, revenue source
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Takeaways

» Water and Sewer Funds: current financial capacity to
support portion of near-term CIP needs

» Current cost of service studies underway to develop Util |ty « Water Projects: $540M ($30M over
“right-sized” customer rate program to optimally fund next 5 years)

operations, remaining CIP through pay-go and necessary Projects: « Sewer Projects: $148M ($57M over
debt to minimize rate impacts to ratepayers next 5 years + S150M Treatment

$680M+ Plant)

Drafts to be finalized Spring-Summer, 2026

» Community Benefit Projects (General Fund):
comprehensive evaluation of priorities (including
critical services), existing funding sources and new

revenue options required:
G e n e ra I e Streets/Transportation: S54M over

next 5 years
* Regional Sportsplex: S50M
e Community Center: S25M

» Available “Free and Cheap” money like grants, PrOjeCtS: * Business Park: S50M
subsidized, loans, etc. (many competitive grant programs e Fire Station: $16M

require / score higher for match funding from applicant S200M+ « Corporation Yard: $30M

» General Fund budget capacity, if any
» Voter approved taxes: Sales, GO, parcel, etc. FU nd
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