
TENNESSEE LOCAL DEVELOPMENT AUTHORITY 

JUNE 13, 2019 

AGENDA 

1. Call Meeting to Order

2. Consideration of Requests from the Erwin Utilities Authority (EUA)

a. Request from the EUA to assume the Town of Erwin’s State Revolving Fund loan 
obligations (DW0 2011-114, DG5 2017-186, DWF 2017-187, DW6 2018-206, and 
CG3 2014-341)

b. Request from the EUA to issue Water and Sewer Revenue Bonds in an amount not 
to exceed $3,525,000 on parity with its SRF loans

3. Adjourn



June 10, 2019 

ERWIN UTILITIES AUTHORITY 

Request for TLDA Approval of Assignment of SRF Loan and Additional Debt Issuance with 

Parity Lien Position to State Revolving Fund (“SRF”) Loans 

The newly created Erwin Utilities Authority (“EUA”) has submitted a request for approval from the 

Tennessee Local Development Authority (“TLDA”) to assume the Town of Erwin’s (“Town”) 

outstanding SRF Loans.  In addition, the EUA will be issuing bonds in an amount not to exceed $3.525 

million to retire the Town’s currently outstanding water and wastewater utilities debt as payment to the 

Town under a purchase and sale agreement for the Town’s utilities, and the EUA requests that the TLDA 

consent to the issuance of these bonds in parity with the aforementioned SRF Loans. 

The Municipal Energy Authority Act, T.C.A. § 7-36-101, et seq., (the “Act”) permits the Town to create 

EUA as a public corporation and political subdivision of the State of Tennessee from its utilities.  

Pursuant to the Act, the EUA must retire, defease or assume the outstanding debt of the Town related to 

its utilities as a condition of the transfer of the utilities from the Town to the EUA.  The  Town’s 

Resolution No. 1268-19 adopted on May 13, 2019, permits the Town to take all necessary steps to form 

the EUA and to transfer all of the Town’s utility assets to the EUA on the condition that the EUA assume 

all liabilities of the Town’s utility debt.   

Request for approval is required by provisions set forth in the State Revolving Fund (SRF) loan 

agreement and guidelines set forth in the TLDA/SRF Policy and Guidance for Borrowers.   

1. The requestor is a/an:

   X   Utility District or Water/Wastewater Authority planning to issue Revenue Debt 

   X   Will the proposed debt be secured by revenues other than revenues of the 

water/wastewater system (e.g. electric, gas)?  ___ Yes     X   No 

Municipality (town/city/county) planning to issue: 

____  General Obligation Debt 

Revenue Debt – Will the proposed debt be secured by revenues other than 

revenues of the water/wastewater system (e.g. electric, gas)? ____Yes         No 
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2. Lien Position: 

   X     The borrower is requesting to issue the revenue bonds in parity with its outstanding SRF loan(s). 

 

        The borrower is requesting to subordinate its outstanding SRF debt to the proposed debt  

issuance.   

 

         The borrower is not requesting a modification of lien position and the proposed debt will 

be issued subordinate to the SRF debt.  

 

3. The purpose of the proposed debt issuance is: 

         Refunding  

 

  X    New Money 

 

4. Description and Additional Information: 

The EUA plans to issue an estimated $3,300,000 Series 2019 Bonds by competitive sale priced with a 

premium of $237,391.  The proceeds of the Series 2019 Bonds will be used to retire bonds previously 

issued by the Town for the water and wastewater utilities as required by the Act.   

 

5.  The debt rating of the borrower is:   

to be determined (Rating expected week of June 10, 2019.)  

Please indicate N/R if not rated. 

 

          Moody’s  

    

         Standard and Poor’s 

 

         Fitch 

 

6. The following SRF loans are currently authorized/outstanding: 

 
 

Loan Type Loan Number

Loan Disbursements to 

Date (as of 5/14/2019)

Outstanding Loan 

Balance (as of 

5/14/2019)

Maximum Annual 

Debt Service (MADS)

Water DW0 11-114 700,000.00$                 415,146.00$                  35,352.00$                 

Water DG5 17-186 1,500,000.00                1,083,460.00                  63,540.00                  

Water DWF 17-187 500,000.00                   488,948.00                    28,236.00                  

Water DW6 18-206 750,000.00                   595,524.00                    33,432.00                  

Sewer CG3 14-341 2,919,263.00                2,641,253.84                  113,112.00                 

273,672.00$               
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7. Compliance with SRF Loan Agreement (by the Town): 

 

a. Timely repayments [4.(a)]  

    

   X    Yes ____ No 

 

b. Security Deposit (UDs and Authorities) [8.]  

 

   X    Yes           No The Authority will make the deposit upon the TLDA’s approval of                   

the Authority’s request considered herein. 

 

Amount to be deposited:  $273,672 

 

c. GAAP Accounting and Audited Annual Financial Statement Requirement [7.(g) and 

(m)(2)] 

 

The EUA’s first year of operations will be fiscal year 2020.  The Town’s Board of Public Utilities 

has timely filed its audited financial statements with the Division of Local Government Audit 

through the fiscal year ended June 30, 2018.  The audit was filed within six months after the 

Town’s fiscal year end. 

 

d. Sufficient Revenues [7.(k)] 

   X    Yes ____ No 

 

For fiscal year ending June 30, 2018, the Town’s audited financial statements reflected operating 

income and change in net position for its water and wastewater systems as follows: 

      Water   Wastewater 

Operating Income    $   621,148  $287,434 

Change in Net Position   $1,677,643*  $  63,908 

 Includes grant revenue of $1,132,486 

 

Debt service payments made in FY2018 were: 

  

  

Water Wastewater

Principal 136,392$     128,120$     

Interest 32,559         159,378       

Total Debt Service Payments 168,951$     287,498$     
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As of the end of fiscal year 2018, the Town reported cash and investments for its water and 

wastewater utilities as follows: 

 

 

e. Debt Service Coverage Ratios [7.(l) and (m)(3) & (4)] 

 

The current and projected Debt Service Coverage Ratio meets or exceeds 1.2 times. 

 

   X    Yes    _    _ No 

 

If no, include a schedule of revised rates and fees.   ___ Included       X    N/A 

 

Most Recent Fiscal Year (m)(3): 

The debt service coverage ratios for the Town’s water and wastewater systems for fiscal year 

2018 are: 

 

The Town has met the debt service coverage requirement for the fiscal year ending June 30, 2018. 

 

Next Three Fiscal Years After Debt Issuance (m)(4): 

Based on the Town’s projections of its net revenues and debt service payments for fiscal year 

2019  and EUA’s projections for fiscal years 2020 through 2022, OSLF calculated projected debt 

service coverage ratios, as follows: 

 

 

  

Water Wastewater

Cash 1,218,141$ 1,410,370$ 

Investments 908,424      170,241      

Total Cash 2,126,565$ 1,580,611$ 

Water Wastewater

Debt Service Coverage Ratio 5.88 1.90

FY 2019 FY 2020 FY 2021 FY 2022

Projected Debt Service Coverage Ratios:

Water 2.97 2.43 1.96 1.90

Wastewater 2.11 1.97 1.95 1.94
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f. Is the entity currently under the jurisdiction of the Utility Management Review Board 

(UMRB) or the Water and Wastewater Financing Board (WWFB)? 

[7.(n)] 

____ Yes    X    No 

 

If yes, reason for referral:   ___ Water Loss ___  Financial Distress      X    N/A 

 

If the reason is for financial distress, include a schedule of revised rates and fees along with a 

copy of the corrective action order from the respective board.   ___ Included      X    N/A 

 

8. State-Shared Taxes (SST): (Towns, Cities, Counties):   N/A 

$_________  Received in prior fiscal year 

$_________ Total Maximum Annual Debt Service (with SST pledge)* 

$_________ Unobligated SSTs 

 

* This amount only includes SRF debt service.  The local government could have additional 

pledges against its state shared taxes. 

 

9. Conclusion 

Based upon our analysis and considering EUA will assume the operations of the Town’s board of public 

utilities, EUA will have the capacity to assume the Town’s SRF loans and to meet its other debt 

obligations.  Further, EUA appears to meet the requirements for approval to issue debt to retire the 

Town’s outstanding utilities debt on parity with the SRF loans.  A security deposit of $273,672 will be 

required of the EUA upon the TLDA’s approval of EUA’s request.   

 

Attachment: 

Debt Service Coverage and Financial Projections 











Overview of Erwin Utilities Authority Transaction 

The Town of Erwin proposes to transfer its utilities systems to the Erwin Utilities Authority, 

which has been newly created pursuant to T.C.A. Sections 7-36-101 et seq.  While the Town 

currently operates electric, water, wastewater and telecommunications utility systems, this 

overview relates to the water and wastewater systems. 

The Town proposes to close the transfer to the Authority no later than the end of its current fiscal 

year (June 30, 2019).  The transfer will require that (i) the Town convey all utility assets to the 

Authority, and (ii) the Authority assume all utility liabilities of the Town. 

The Town currently has the following water and wastewater debt: 

 

Debt 

 

Approximate Issue Date 

Water/Wastewater Revenues 

Pledged? 

   

TMBF Loan 2005 No 

2010 GO Bonds 2010 No 

SRF Loans 1 & 2 2011-2014 Yes (First and Second Liens) 

2015 GO Bonds 2015 No 

SRF Loans 3, 4 and 5 2017-2018 Yes (Third, Fourth and Fifth 

Liens) 

 

The Authority proposes to: 

1. Have the SRF Loans assigned to the Authority. 

2. Issue public market revenue bonds to refund the TMBF Loan, the 2010 GO Bonds and 

the 2015 GO Bonds. 

The Authority proposes that all Authority debt share a senior parity lien on revenues of the 

Authority’s water and wastewater system.  This would allow the public market bonds to be 

issued on a senior lien basis, on parity with the SRF Loans.  The Authority’s financial advisor – 

Raymond James & Associates – has advised the Authority that it would cost prohibitive to issue 

the public market bonds on a subordinate basis. 

The current schedule contemplates that the public market bonds would be sold (via competitive 

sale) on June 17, and closed prior to June 30.   

To accomplish the Authority’s plan, we need the TLDA and TDEC (as applicable) to: 

1. Consent to the assignment of the SRF Loans from the Town to the Authority  

2. Propose assignment documents to memorialize the assignment and the Authority’s 

obligations going forward (we assumed Tullahoma might serve as a model) 

3. Agree that the SRF Loans will share a parity lien with the proposed public market bonds. 

26557254.3 



 

 

ERWIN UTILITIES AUTHORITY 

ASSIGNMENT, ASSUMPTION, AND TERMINATION AGREEMENT 

 

This is an Assignment, Assumption, and Termination Agreement (this "Agreement") by and among 

the Town of Erwin (the “Town"), Erwin Utilities Authority ("EUA"), the Tennessee Department of 

Environment and Conservation (the "Department") and the Tennessee Local Development Authority 

(the "Authority"). 

 

WHEREAS, the Town borrowed funds from the Wastewater Revolving Loan Fund created by the 

Tennessee Wastewater Facilities Act of 1987,  as amended, which loan is evidenced by a loan 

agreement, CG3 2014-341,  (the "Original Agreement  A") in the original principal amount of two 

million, seven hundred seventy-three thousand dollars ($2,773,000) and principal forgiveness in the 

amount of one hundred forty-five thousand, nine hundred sixty-three dollars ($145,963) entered into 

on or about February 26, 2015, by and among the Town, the Department, and the Authority and the 

outstanding balance of which is referred to as the "Outstanding Indebtedness A" (See Exhibit A, new 

loan agreement); and 

 

WHEREAS, the Town borrowed funds from the Water Revolving Loan Fund created by  the Drinking 

Water Revolving Loan Fund Act of 1997, as amended, which loan is evidenced by a loan agreement, 

DW0 2011-114,  (the "Original Agreement B") in the original principal amount of five hundred sixty 

thousand dollars ($560,000) entered into on or about March 16, 2011 by and among the Town, the 

Department, and the Authority and the outstanding balance of which is referred to as the 

"Outstanding Indebtedness B" (See Exhibit B, new loan agreement); and 

 

WHEREAS, the Town borrowed funds from the Water Revolving Loan Fund created by  the Drinking 

Water Revolving Loan Fund Act of 1997, as amended, which loan is evidenced by a loan agreement, 

DG5 2017-186,  (the "Original Agreement C") in the original principal amount of one million, one 

hundred twenty-five thousand dollars ($1,125,000) entered into on or about March 21, 2017 by and 

among the Town, the Department, and the Authority and the outstanding balance of which is 

referred to as the "Outstanding Indebtedness C" (See Exhibit C, new loan agreement); and 

 

WHEREAS, the Town borrowed funds from the Water Revolving Loan Fund created by  the Drinking 

Water Revolving Loan Fund Act of 1997 , as amended, which loan is evidenced by a loan agreement, 

DG5 2017-187,  (the "Original Agreement D") in the original principal amount of five hundred 

thousand dollars ($500,000) entered into on or about March 21, 2017, by and among the Town, the 

Department, and the Authority and the outstanding balance of which is referred to as the 

"Outstanding Indebtedness D" (See Exhibit D, new loan agreement); and 

 

WHEREAS, the Town borrowed funds from the Water Revolving Loan Fund created by  the Drinking 

Water Revolving Loan Fund Act of 1997 , as amended, which loan is evidenced by a loan agreement, 

DW6 2018-206,  (the "Original Agreement E") in the original principal amount of six hundred 

thousand dollars ($600,000) and principle forgiveness in the amount of one hundred fifty thousand 

dollars ($150,000) entered into on or about March 13, 2018, by and among the Town, the 



 

 

 

Department, and the Authority and the outstanding balance of which is referred to as the 

"Outstanding Indebtedness E" (See Exhibit E, new loan agreement); and 

 

WHEREAS, the Town has determined to transfer its water and wastewater treatment and distribution 

and collection facilities to EUA (a municipal energy authority created pursuant to the Municipal 

Energy Authority Act, Tennessee Code Annotated §§ 7-36-101, et seq.) subject to satisfaction of 

conditions precedent to closing; and 

 

WHEREAS, EUA assumes each of the Outstanding Indebtedness A  through E (collectively, the “Total 

Outstanding Indebtedness”) and  the Department and the Authority are willing  to agree  to  such  

assumption  on  the  conditions  that the Original Agreements A through E be terminated and that 

EUA  enter into  new  loan  agreements  (the "New Loan Agreements") with the Department and the 

Authority to replace the Original  Agreements A through E; 

 

NOW THEREFORE, in consideration of the previous, the parties agree as follows: 

 

1. The Town hereby assigns all of its rights, title and interest in the Total Outstanding Indebtedness 

to EUA. 

 

2. EUA hereby assumes the Total Outstanding Indebtedness of the Town and, as a condition 

thereof, TUA agrees that it will enter into the New Loan Agreements and that the terms and 

conditions of the New Loan Agreements shall be the same as those contained in the draft loan 

agreements attached here to as Exhibits A through E. 

 

3. EUA agrees to be subject to the jurisdiction of the Utility Management Review Board created 

pursuant to Tennessee Code Annotated Title 7, Chapter 82. 

 

4. The Department and the Authority hereby release the Town from liability for the Total 

Outstanding Indebtedness and terminate the Original Agreements A through E. 

 

5. This Agreement shall not be effective until such time as each of the following events shall have 

occurred: 

 

i. This Agreement has been executed by all parties hereto. 

 

ii. EUA has furnished evidence satisfactory to the Department and to the Authority that 

the Town's water and wastewater systems have been transferred to EUA. 

 

iii. EUA has complied with all terms and conditions of the New Loan Agreements and 

the New Loan Agreements have been executed by all parties thereto. 

 

iv. This Agreement may be executed in one or more counterparts, each of which shall be 

treated as an original. 

 



 

 

 

6. This Agreement may be executed in one or more counterparts, each of which shall be treated as 

an original. 

 

 TOWN OF ERWIN 

By:  

 

  

Its:  

  

Date:  

 

 

 ERWIN UTILITIES AUTHORITY 

By:  

 

  

Its:  

  

Date:  

 

 

 TENNESSEE LOCAL DEVELOPMENT AUTHORITY 

By:  

 

  

Its:  

  

Date:  

 

 

 DEPARTMENT OF ENVIRONMENT AND CONSERVATION 

By:  

 

  

Its:  

  

Date:  
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