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To:   Larry McKenney, AWA General Manager 
From:   Russ Branson, BBE 
Date:   January 19, 2021 
 
Re:   Agency Debt 
 
As a part of the BB&E work, a series of memos are being prepared to evaluate and shed light on 
the larger financial issues of the Amador Water Agency (the “Agency”).  This includes:   

 Participation fees (the subject of this memo) 
 Debt  
 Internal loans 
 Budget structure   

 
The goal of these memos is to provide a foundation for understanding the current issues being 
faced by the Agency as it completes its Water Master Plan, takes on the Wastewater Master 
Plan, completes the rate and fee update, and hires a new Finance Manager.   
 
This memo covers Agency debt.   

Debt Overview 
The Agency has been active in using debt to improve the Water and Wastewater systems 
throughout the Agency’s service area.  This section will describe the type of debt utilized by the 
Agency and show the amortization of this debt over the next 15 years.   
 
Outstanding Debt 
As shown in Figure 1 on the following page, the outstanding debt amount drops from $44 
million in FY21 to $13.9 million by FY361.  This chart shows how the principal amount of debt is 
paid down over time, while the debt service remains fairly constant.  It is the debt service, and 
not the outstanding debt that will limit the Agency in issuing additional debt to fund the capital 
needs identified in the draft Water Master Plan. 

                                                      
1 For purposes of presentation, loans being defeased in FY21 and FY22 are not included in the Outstanding Loan 
Balances chart. 
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The Agency has three categories of debt: 
 

1. Bonds 
2. Direct Lending  
3. Internal Loans 

 
Bonds 
The agency has one outstanding bond debt issuance—the 2016A Water Revenue Bonds.  This 
debt is payable from net revenues of the Agency, primarily from rate revenues.  There is a 
portion of this debt issued for the benefit of the City of Plymouth, which pays the Agency its 
share of debt service annually. 
 
The 2016A bonds were used to pay off several other outstanding loans at the time:   
 

 2003 Installment Purchase Agreement 
 2004 Supplemental Installment Purchase Agreement 
 2006A Certificates of Participation (COPs) 
 2006 USDA loan  
 2008 installment purchase agreement 

 
The term of the 2016A Revenue Bonds is to June 1, 2049.  The debt service for the bonds is $1.8 
million per year through 2036, when it drops to approximately $500,000 per year. 
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Figure 1:  AWA Outstanding Loan Balances
Through FY36

2016 Refunding Bonds Hillside Cluster Ridge Cluster

Amador County - Env. Review Amador County - Taner Hydro State CEC - Ione Hydro

USDA - GSL COP Internal Loans USDA - $3.014M 2021 Loan

USDA - $1.9M 20201 Loan
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Direct Lending 
The Agency has a number of direct lending loans with different governmental agencies and the 
American River Bank.  These include2: 
 

 Ridge Cluster Loan – currently has balance of $754,361 and will be paid by FY27 
 Amador County – There are two loans outstanding.  The first  is for the Tanner Hydro 

facility ($1.2M outstanding, paid in FY36) and the second is for environmental review 
($190,044 outstanding, paid in FY26) 

 California Energy Commission Loan for Ione Hydro—There is $1.8 million loan balance 
and will be paid by FY32 

 USDA GSL COP – There is $7.6 million loan balance and will be paid by FY41 
 American River Bank – the Agency has a letter of credit (LOC) with American River Bank 

for up to $2 million.  The LOC is used to bridge the expense of CDGB-funded projects 
and the receipt of the CDGB funds.  There is currently no outstanding balance on the 
LOC 

 
In addition to these outstanding loans, two USDA loans for the Pioneer Water System 
rehabilitation are in process are expected to be entered into this spring: 
 

 USDA Loan – $3.014 million installment purchase agreement.  Debt service of $98,000 
per year through 2060 with payments starting in FY22 

 USDA Loan – $1.9 million installment purchase agreement.  Debt service of $62,000 per 
year with payments through 2060 starting in FY22 

  
Internal Loans 
In addition to the revenue bond and direct lending, the Agency has several outstanding internal 
loans made mostly between 2003 and 2013.  A recent lending between the wastewater 
Participation Fees and water operations has yet to be used.  Most of the internal loans were 
from accumulated participation fees to support operations at the time the loans were entered 
into.   
 
There are 12 outstanding loans for the Agency Water system operations and nine for the 
Agency Wastewater system.  Figure 2 shows the annual repayment cost for these loans by 
Water and Wastewater Funds. 
 
A separate memorandum on internal loans will provide more information and analysis about 
how these loans are used and repaid.  The major impact of these loans is to limit the availability 
of participation fees for needed system improvements. 

                                                      
2 There are a three direct loans that are being paid off in FY21 and one in FY22 that are not included in this list of 
debt. 
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Debt Service 
Currently there are 15 bonds and direct loans and 21 internal loans outstanding.  The annual 
debt service on these loans through FY36 is shown in Figure 3 on the following page.  As shown 
there, the Agency’s debt service is $3 million + - per year through FY31 then drops to 
approximately $2.5 million per year.  For presentation purposes, internal loans are shown as a 
single number.  An overview of internal loans is provided in Figure 2.  A detailed discussion of 
the internal loans will be addressed in a separate memorandum. 
 
More than half of this debt service is for the 2016 Agency revenue bonds.  The next biggest 
debt is the USDA GSL loan followed by the Agency’s internal loans.  Two additional USDA loans, 
scheduled to be entered into in the spring of 2021, will begin making debt service payments in 
FY22.  Estimated debt service for this debt is included in the debt service graph. 
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Figure 2:  AWA Internal Loan Repayment

Water Wastewater
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Sources of Debt Repayment 
The Agency’s debt is repaid through a variety of sources, but primarily rate revenue.  Debt 
repayment sources include: 

 Rate surcharges for debt service – $1.8 million from Water rate surcharges and 
$115,000 from Wastewater rate surcharges 

 General rate revenue – for debt not covered by other sources 
 Ione CFD Special Taxes – 48% of special tax revenue 
 Participation Fee Revenue (FY21 budget) 
 City of Plymouth – repayment of portion of debt benefiting the City 

 
The primary source of repayment is from Water rate revenue.  Wastewater rate revenue covers 
a smaller portion of debt, as shown in Figure 4.  The Water system covers the bulk of the 
Agency’s debt service, while contributions from the Ione CFD, the City of Plymouth, and 
Participation Fees.  One issue that needs to be addressed by the Agency is the need for general 
rate revenue to cover the Ione and Tanner Hydro debt.  These projects were meant to be cost 
neutral from electric savings; however, these saving are not, and may not, materializing.   
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Figure 3:  Amador Water Agency
Debt Service Cost through FY36

2016 Refunding Bonds DWR/SWRCB Bonds Hillside Cluster

Ridge Cluster Amador County - Env. Review Amador County - Ione Backwash

Amador County - Taner Hydro State CEC - Ione Hydro USDA - GSL COP

Internal Loans American River Bank American River Bank

Agency General Debt Svc. WW to W short-term loan USDA - $3.014M 2021 Loan

USDA - $1.9M 20201 Loan
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Figure 4:  FY21 Debt Repayment Sources 
Repayment Source Water Wastewater 

Direct Rate Revenue $1.8 Million $115,000 
Operating Revenue Transfers $194,800 $143,700 
Ione CFD $134,400 - 
City of Plymouth $149,500 - 
Participation Fees $175,000 - 
Electric Savings from Hydro 
Projects3 

$233,000 - 

Total  $2.7 Million $258,700 
(Note:  Does not include repayment of the $500,000 loan from Wastewater Participation Fees to Water 
Operations in FY21) 
 
The source of debt service funding will be further clarified as the FY21 mid-year budget is 
completed in early February.  This will allow the Agency to better understand the relationship 
between the hydro savings and hydro bond costs. 

Issues with the Current Debt Structure  
The Agency’s current debt and repayment structure creates several issues that need to be 
addressed by the Board through the ongoing rate study and master plan work, expected to be 
completed this spring. 
 

1. No bonding capacity for future needs.  Outstanding debt of the Agency is paid primarily 
through rate revenue.  There is no current rate capacity to support additional bonds to 
meet the Agency’s current and future capital needs. 

2. Shortfall in Hyrdo projects electric-cost savings.  As noted above, the expected savings 
from the Ione and Tanner Hydro projects are not materializing.  The Tanner Hydro is not 
yet online, but after it is, the Agency will need to evaluate the net cost of the Hydro 
projects.  This cost will need to be included in future rate increases. 

3. Internal Loans Cost to Operations.  The Agency’s internal loans paid for operational 
costs from many years ago but will continue as a cost to both Water and Wastewater 
funds through FY42.  This limits the Agency’s ability to issue more debt, make pay-go 
payments for capital, or to keep rate increases in check.   

Recommended Actions 
The primary actions needed to be pursued by the Agency are: 
 

                                                      
3 The hydro projects are not fully online and expected savings have not, and may not, materialize to pay the debt 
for these projects.  A separate memo from the Agency’s Engineering Division is being developed to discuss this 
issue.  For now, it is assumed that payment for this debt will have to come from rate revenue or Agency cash 
reserves. 
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1. Include full cost of debt service in future rate increases.  This will include the net cost 
of the Hydro debt and the additional debt service from the two USDA loans that are in 
process. 

2. Develop a plan to pay down internal debt as fast as possible.  Such an action would 
likely also result in increased rates for both Water and Wastewater. 


