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How much can you legally borrow?

State law sets debt limits:

City Debt Limits

 Cities may issue General Obligation bonds totaling no more
than 3% of Real Market Value (RMV).

 Limit does not apply for general obligation bonds for water
supply treatment or distribution; sanitary or storm sewage
collection or treatment, hospitals or infirmaries, gas, power or
lighting, or off-street motor vehicle parking facilities.

 Limit also does not generally apply to Full Faith and Credit
obligations or Revenue Bonds; however some city charters may
have a limit on such borrowings.
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How much SHOULD you borrow?

Possible vs. Prudent:

 Possible - GO bond limit of 3% of RMV is about $28 million—
and unlimited for certain essential projects

 Possible - City FFCO authority is theoretically unlimited

 Prudent – you have to be able to pay it back! Default is no
laughing matter

 Prudent – any cuts or substitutions in order to make debt
service should be less important than the project itself

 City’s lowest General Fund surplus in last 5 years would be a
prudent upper benchmark for annual FFCO debt service, plus
retired obligations. $554k can service about $8mm over 20 yrs.
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Federal Tax-Exemption
Interest paid not taxed as income; lower interest charged to
governmental issuer

Limitations related to tax-exempt projects and proceeds. Key
provisions:

 Use of Proceeds
Public purpose projects are OK (certain private activity allowed)
Capital projects

 Reimbursement of past expenditures during a limited period with
approval of a reimbursement resolution

 Timing of Spending Proceeds:
 Issuer must have a reasonable expectation it will spend 85% of the

proceeds in 3 years
 Includes any premium on proceeds
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Questions?
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Contact Information

John Peterson, Senior Vice President
(503) 275-2865
john.peterson@psc.com
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Piper Sandler & Co. Disclosure
Piper Sandler is providing the information contained herein for discussion purposes only in anticipation of being engaged to serve as
underwriter or placement agent on a future transaction and not as a financial advisor or municipal advisor. In providing the information
contained herein, Piper Sandler is not recommending an action to you and the information provided herein is not intended to be and should not
be construed as a “recommendation” or “advice” within the meaning of Section 15B of the Securities Exchange Act of 1934. Piper Sandler is not
acting as an advisor to you and does not owe a fiduciary duty pursuant to Section 15B of the Exchange Act or under any state law to you with
respect to the information and material contained in this communication. As an underwriter or placement agent, Piper Sandler’s primary role is
to purchase or arrange for the placement of securities with a view to distribution in an arm’s-length commercial transaction, is acting for its own
interests and has financial and other interests that differ from your interests. You should discuss any information and material contained in this
communication with any and all internal or external advisors and experts that you deem appropriate before acting on this information or
material.

The information contained herein may include hypothetical interest rates or interest rate savings for a potential refunding. Interest rates used
herein take into consideration conditions in today’s market and other factual information such as credit rating, geographic location and market
sector. Interest rates described herein should not be viewed as rates that Piper Sandler expects to achieve for you should we be selected to act
as your underwriter or placement agent. Information about interest rates and terms for SLGs is based on current publically available information
and treasury or agency rates for open-market escrows are based on current market interest rates for these types of credits and should not be
seen as costs or rates that Piper Sandler could achieve for you should we be selected to act as your underwriter or placement agent. More
particularized information and analysis may be provided after you have engaged Piper Sandler as an underwriter or placement agent or under
certain other exceptions as describe in the Section 15B of the Exchange Act.

Piper Sandler Companies (NYSE: PIPR) is a leading investment bank and institutional securities firm driven to help clients Realize the Power of
Partnership®. Securities brokerage and investment banking services are offered in the U.S. through Piper Sandler & Co., member SIPC and
FINRA; in Europe through Piper Sandler Ltd., authorized and regulated by the U.K. Financial Conduct Authority; and in Hong Kong through Piper
Sandler Hong Kong Ltd., authorized and regulated by the Securities and Futures Commission. Asset management products and services are
offered through separate investment advisory affiliates.

© 2021 Piper Sandler Companies. 800 Nicollet Mall, Minneapolis, Minnesota 55402-7036
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