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STAFF REPORT 

 
 

TO: Chairman and Board Members 
FROM: Jeff Tissier, CFO and Mark Foree, General Manager 
DATE: April 5, 2011 
SUBJECT: Request for Board approval of the prior redemption of the outstanding 

2001A Bonds maturing on July 1, 2012, 2015 and 2016 and authorizing the 
Trustee to give conditional notice of such prior redemption 

 
 
Recommendation  
 
Staff recommends that the TMWA Board of Directors authorize the General Manager and Chief 
Financial Officer to move forward with redemption of the remaining maturities of the 2001A 
Bonds and provide the bond trustee such notice.   
 
Background and Discussion 
 
TMWA has four remaining outstanding maturities of the original 2001A Bonds that were issued 
to acquire the water assets from Sierra Pacific Resources. These Bonds will be callable on July 1, 
2011. These Bonds had a ten year no-call provision from the date of issuance. The economics 
related to the proposed redemption makes a compelling case to move forward with the 
redemption of two 2012 maturities, the 2015 maturity, and 2016 maturity. TMWA would issue 
commercial paper on a temporary basis to provide the necessary financial resources to call these 
bonds. Since interest rates on tax exempt commercial paper are at historical lows 0.30%-0.40% 
and the interest rates on the outstanding 2001A Bonds range from 4.65% to 5.5%, TMWA can 
realize the difference. 
 
To offset the interest expense related to the TECP issuance, TMWA would reserve previously 
mandatory monthly installment payments to the bond trustee for the aforementioned bonds, and 
invest in taxable securities. TMWA expects to save on a net basis approximately $450,000 from 
reduced interest expense for fiscal year 2012 on the 2012 maturities and approximately a net 
$50,000 per year in fiscal year 2012 through 2016 on the redemption of the 2015 and 2016 
maturities. The savings on the 2012 maturities are net of expenses related to the modification of 
the commercial paper resolution that the TMWA Board approved in January 2011 and limited 
expenses related to the TECP issuance. The net annual savings from the redemption of the 2015 
and 2016 maturities is the difference between what TMWA can obtain on investments maturing 
in 2015 and 2016 at current investment rates, and the savings on annual interest expense related 
to these maturities.  
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