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APPENDIX D

REGION WEST ASSOCIATES
1533 SUMAC DRIVE
LOGAN, UTAH 84321
(801)752-1767

Edward H. Al

Pan

Mark A. Peters
December 12, 1978 Managing Part

Mr. Paul McCarthy

Robert Jack Smith & Associates
P.0. Box 1104

Rawlins, Wyoming 82301

SUBJECT: Letter of Transmittal and Executive Summary of Financial Recommen-
dations for the Town of Saratoga, Wyoming Street Improvement Program.

Dear Paul:

Enclosed herewith you will find 2 copies of the above referenced report,
The basic findings and recommendations of our report are as follows:

1) Wyoming law limits the types of financing available for this
project to essentially one method only. That method is improve-
ment district financing. A copy of Wyoming's statute governing
improvement district finance is attached as Appendix A. .

2) Grant and loan programs sponsored by the federal government
are extremely limited. Farmers Home Administration offers the
best hope for low cost loans. A copy of their regulations is
attached as Appendix B. Grant opportunities available from the
state offer the most hope for reducing the assessment-borne
costs of the project.A copy of the Farm Loan Board's Regulations
is attached as Appendix C.

3) While the Town of Saratoga's revenues have been increasing
at the rate of 25+% per year over the last few years, popula-
tion has been growing at an annual average rate of 16%. This
growth coupled with prevailing rates of inflation means that
Saratoga would be hard pressed to reduce the amount of annual
debt service required to finance street improvements from ex-
isting sources of revenue. Therefore, several methods for im-
proving the Town's cash flow are discussed. They focus on stim-
ulating proprietary income and privilege fees.

4) Based upon the foregoing, two basic strategies for financing
the project are described. The first is a maximum-proper ty-ovwn-
er-cost apprcach with [inancing set at 6.5% for 10 years. Under
this approach the cost of the project works out to almost exact-
ly the cost per square foot of assessed property of the
Snowy Range Heights street improvement recently financed. The
minimum cost strategy involves a significant reduction in debt
costs through grant subsidies, low interest rate debt financing,
and payzents by the Town. The cost savings are such as to make
the program affordable for all but the most profoundly indi-



REGION WEST ASSOCIATES
Saratoga Financial Report Cont'd.

Page 2

gent residents of Saratoga.

It is our strongly held belief that this program is affordable in even its
most expensively financed form. We have enjoyed this opportunity to serve
you and the Town .of Saratoga, Wyoming.

Sincerely, )
. P ":’,‘./.‘ ,‘;I

’_ - J o ‘. <,
’."'/t .‘?(ﬂ", ‘-//& AL 7L
Mark A. Peterson
. Managing Partner

Enclosures



FINANCIAL RECOMMENDATIONS
FOR THE TOWN OF SARATOGA, WYOMING

STREET IMPROVEMENT PROGRAM

12 December, 1978

by:

Region West Associates
1533 Sumac Drive
Logan, Utah 84321

Under a Subcontract From:
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FINANCIAL RECOMMENDATIONS
FOR THE TOWN OF SARATOGA, WYOMING

STREET IMPROVEMENT PROGRAM

I. Introduction}

The Town of Saratoga is characteristic of many small communities in
the mountain west which have experienced profound and rapid growth during
Fhe 1970's. Unlike many western boomtowns, however, Saratoga does not
have a mine or power plant in its bacﬁyard. In fact, in terms of commut-
ing distance, Saratoga is approximately 40 miles from the most concentrat-
ed developments currently underway in the Hanna Basin coal fields.

Some individuals have argued that Saratoga has created its own impact.
The charge is rather like hitting the nail with a palsied swing. The fact
of the matter is that Saratoga has stimulated its own rapid growth. But
that stimulation owes its original impetus to factors that were and are
beyond the control of local officials and the public in general. When
coal development in eastern Carbon County, Wyoming began its current up-

!
swing in the early 1970's, Saratoga was the second largest town in Carbon
County. As such it had a bank, a well developed if small retail and
service capability, exceptional recreational facilities, and one of the
most scenic locations in that part of the county. Additionally, Saratoga
had land available for development and skilled housing contractors owing
to the relatively stable demand for recreational housing created by the
clientele of the 01d Baldy Club and the Saratoga Inn. In short, Saratoga
WWas a very attractive place to live when compared to contemporary condi-
tions in communities more proximate to the mineral developments. Thus, in
only a few short years Saratoga's population has increased 2.25 times from

the 1970 Census figure of 1181.
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In dealing with that growth, Saratoga has succeeded in obtaining
assistance from various state and federal programs to,imbrove primarily
its water and sewer system. These improvements have led to a continued
interest in and market for new housing in Saratoga. vThus, the argument
that Saratoga has stimulated its own impact is accurate in the same sense
that one can chide a mortally wounded soldier for not having the foresight
to step out of the path of the oncoming bullet.

While the foregoing may appear to be a strong endorsement of pro-
growth policies, there are some side effects that have not been positive,
The purpose of this financial report is to address modes of mitigating
one of these side effects. Saratoga has recently completed the formation
and financing of its first special improvement district to pave streets
in a newer subdivision on the southern edge of the community., Paved
sStreets are now a requirement for all new subdivisions permitted by the
municipality. The major portion of éhe town that existed before the boom,
however, is almost totally devoid of paved streets, and is likely to re-
m;in so if methods are not found to reduce the high cost of property
assessments if the streets can only be financed through the traditional
method of an improvement district. The priméry reason for this olserva-
tion is the fact that the incomes and property values attributable to the
residents of the older section of Saratoga cannot sustain the costs
associated with this $6.5 million project.

The issues surrounding methods of financing the streets of Saratoga,
Wyoming are really a miniature portrait of the problems confronting most
previously stable communities which have since become boomtowns. In

Saratoga's case, issues related to the need for further improvemerts to
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the water system, rehabilitation or replacement of substandard housing, and
the needs of persons living on low to moderate and fixed incomes are all
related to the proposed street paving program. For that reason the final
section of this report will propose a range of strategies which may be
followed in order for the town to deal with as few or as many of these

related issues as it chooses.

ITI. Long-Term Capital Improvements Financing Under Wyoming Law.

There are three types of debt financing available to Wyoming munici-
palities for an improvement project such as paving streets. They are
described in descending order of their generality and investor credit-
worthiness.

(1) General obligations (G.0.) debt is the most traditional, most
marketable, generally most acceptable tool of public debt capital generation
in the United States. A G.0. debt requires a pledge of the full faith and
credit of the borrower. The purchaser of the bonds knows that the invest-
ment is secure not only in terms of its purpose and proposed repayment
schedule, but also because any event of default will be covered by a lien
on the borrower's general tax capability. The standard forms of G.0. debt
require elections. Because there are usually specifiea statutory debt
limitations on G.0. debt as well as the "full faith and credit'" aspect
and electoral endcrsement requirements G.O. debt usually carries the lowest
available interest rates. Wyoming municipalities are constitutionally
limited in the amount of G.0. debt they may carry to 4 percent of the cur-

rent fiscal year's assessed valuation except for water and sewer in which
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case they may carry an additional 4 percert of their assessed valuation in
G.0. debt. Thus, the maximum G.O. debt limitation for all municipal
purposes is at most 8 percent. The current legal G.O. debt limi t for
Saratoga under its 1978-79 assessed valuation of $2,744,896 is $109,795 at
4 percent for improvements other than water and sewer, and a like amount
additionally for water and sewer improvements. Clearly G.0. debt does not

pose a significant alternative for the proposed street improvements.

(2) Revenue supported debt is a widely accepted approach to municipal
capital financing. Revenue bonding usually requires a first lien standing
for the lender on all revenues to be generated from the specific project
or revenues pledged from some other single or combination of tax sources,
however, revenue bonding limits the liability of the borrower in case of
default to only those revenues pledged in the covenants of the debt obli-
gation. Sometimes revenue bonds are ﬁurther secured by pledges of operat-
ing rights to the constructed facility in the event of a default. Revenue
bonds have'achieved applicability to projects aside from those normally
construed as being revenue producing for mugicipalities and other public
governmental agencies. This is accomplished through the pledge of some
excise tax or special income source. For example, Wyoming law permits
the pledge of payments received from the royalties paid by the Federal
Government under the Federal Mineral Leasing Act of 1920 (as amended) to
the State of Wyoming, and there are then distributed under a formula to each
municipality in the state for a period of up to ten years.

Revenue bonds generally carry a higher interest rate.than do G.O.
bonds because they are held in somewhat lower estecem by the investor market.

Revenue bonds do not always require eclections. Thus, they are somewhat
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more facile tools for debt financing in areas where political realities
make voter approval of debt issues somewhat difficult. Unlike G.O.-bonds,
where bonding capacity is usually established by the size of the existing
tax base, revenue'bond buyers usually require that issuers meet what are
known as ''parity requirements.'" A typical parity requirement would demand
that the revenue source from which repayment is to be pledged on the new
obligation has been sufficient in the most recent fiscal year to not only
meet the operating revenue requirements and other debt needs placed upon
it, but also have enough reserve left to make the debt service plus a

margin on the new obligation.

(3) Special Improvement District financing is the remaining method
of debt capital generation which may be unilaterally undertaken by the
municipality. Under Wyoming law, residents of an area within a municipali-
ty petition the governing body to ordeF the formation of the district.
There are no statutorily prescribed limitations on the total amount of
such securities which may be issued by a municipality, however, there are
practical limits.

Assessment districts, as they are usually called, are limited to ten
years duration. They are generally financed through the issuance of term
bonds which are repaid by assessments against the benefited property. The
assessments are liens on the property second only to the collection of
general property taxes and G.0. debt levies in order of priority. The
practical limitation which most heavily impinges on the issuance of
special improvement districts is the ability of the resident property
owners to pay. Other practical limits relate to the creditworthiness and
marketability of the bonds. Generally speaking special uassessment bonds

are not rated by the two national rating companies (Moody's and Standard
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and Poor's). Bonds which are unrated do not have broad market appeal.
Another factor to consider is that special assessment bonds are usually
term bonds meaning thatthey are nominally expected to mature at the end
of the ten year Period, however, the state law requires that assessments
be paid in equal annual installments. Given current IRS Regulations on
the investment of debt service funds, bonds must be called prior to their
maturity dates. As a rule investors do not care for this aspect of a
bond unless a premium is available to compénsate for the abbreviation of
their anticipated flow of funds. All of these factors are usually reflect-
ed in the ultimate co;t of the bonds to the issuer. That is to say, the
cost of money raised through the sale of special improvement district
bonds is higher. Nevertheless, such bonds are likely to be the best tool
available for the finance of non-revenue generating public improvements
where general obligation financing is not sufficient to the task. A copy

of Wyoming's Special Improvement District Statute is attached to this

report as Appendix A.
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III. Loan and Grant Assistance To Finance Saratoga's Streets

Saratoga has enjoyed a high degree of success in acquiring both state
and federal grant assistance in recent years. Funds under both the HUD,
Community Development Bloc Grant and Department of Commerce, Economic
Development Administration have been obtained in the past two fiscal years.
This has amounted to about $400,000. At the state level, the Town of
Saratoga has received the following assistance in improving public facili-

ties related to impact needs:

Date Type of Assistance Amount
7/26/76 Joint Power Loan Program $2,020.000
7/26/76 Coal Tax Grant-Debt Service 2,884,200
3/02/78 Coal Tax Grant-Street Study 25,000
1/31/78 Mineral Royalty Grant-Sewer Imp. 334,000
7/20/78 Mineral Royalty Grant-Engnrng. Study 30,000

-Grants Total $3,271,200

That these funds have been enormously helpful to the Town cannot be denied.
To lay claim to further assistance may be an extremely difficult accomplish-
ment. Part of the problem lies in thelast three entries on the table above.
These three entries, while not monetarily significant, all carry 1978 dates.
Recent events involving the State Department of Economic Planning and
Development, Farmers Home Administration and the Town suggest that Saratoga
has worn out its welcome for a while. Arguments that the funds were needed,
spent wisely and obtained fairly are all rational, but have little or
nothing to do with the politics of the situation.

All of the preceeding comes by way of pointing out that Saratoga's



chances for significant grant assistance for a major street construction
program are not high. Nevertheless, some programs do have applicability.
The following material has been broken into two groups: 1) Loan Programs;

and 2) Grant Programs.

1) Loan Programs

A. Farmers Home Administration '"Community Facility Loans" -- This
program involves the sale of bonds to FmHA for the financing of public
facilities of virtually all types which "... shall primarily serve rural
residents. The terms "rural' and "rural area" shall not include any area
in any city or town having a population in excess of 10,000 inhabitants
according to the latest decennial census of the United States."

Contact on this program is initiated through contact with the FmHA
officer for Carbon County. A copy of the FmHA regulations for this pro-
gram is attached as Appendix B.

Gene?ally the terms of FmHA loans for community facilities are a
> percent interest rate, and the maximum numbgr of years possible up to
40 years. Since FmHA is only able to finance facilities in a fashion
compatible w;th state law, the maximum term og vyears for this project would
be ten years. Approval of an application is subject to review by the
state director of FmHA, and the availability of funds. Wyoming}s avail-
able funds have been on the order of §2 million for the past few years.
However, Wyoming has had a fair amount of success in acquiring additicnal
funds through the pooling of other s*tates' unused loan allocations. FmHA
will not normally finance a project wvhere other reasonable sources of
financing from traditional capital sources exists. In Saratoga's case,

the placement of a wholly property assessment supported $6.5 million street
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improvement financing in tﬂu#mormal debt securities market will be very
difficult. FmHA, it is our belief, would have no difficulty in establish-

ing Saratoga's eligibility for financing under this criteria.

B. State Farm Loan Board Joint Powers Loan Program -- There is
currently (as of September 1, 1978) on hand in the Joint Powers Loan
Account $3,915.000. Joint Powers Loans are made on terms of up to 40 years
at a 5.5 percent interest rate (the rate is established by the Board and
may vary from 4 percent to 8 percent although all Joint Powers Loans have
been set at 5.5 percent.). The Farm Loan Board has expressed a desire
to retain the funds in the account for "a rainy day." It is our recommenda-
tion that the Town of Saratoga seek a short term construction loan which
would be repaid when the bonds arq&old to th%narket or FmHA. This has
three distinct advantages: 1) It provides a low cost construction loan;

2) It resolves the problem of FmHA's desire to avoid multiple cash
advances for construction cost; and 3) It avoids the problems attendant
with attempting to conduct reassessment proceedings, and float additional
bonds in the event of a cost overrun. A copy of the Joint Powers Loan

:

Regulations is attached in Appendix C.

2) Grant Programs

In general Federal grant programs for copstructing public facilities
for which Saratoga might be eligible are as scarce as hen's teeth. There
will be no Round III of EDA Local Facilities grant funds. The "in-process"
status of Saratoga's HUD Community Development Bloc Grant of $173,000 makes
application for additional funds after January 1, 1979 a futile exercise.

There is a glimmer of light, however, in the Coal Conversion Act passed
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and signed by the President in the early autum of 1978. Included within
the act is a $20 million grant program to assist communities impacted by
expansion of coal mining and coal-related industrial activity. Rules and
Regulations of the program are scheduled to be published January 15, 1979.
Our investigatioﬂ indicates that eligibility will center on being designat-
ed as an impact region by the Governor. This must be done on the basis

of several criteria the most important of which is proof of an 8 percent
annual increase in employees of coal mining and conversion facilities
residing in the designated region. This growth may have occurred within the
last three years, or be firmly anticipated over the next five years. In
order to achieve designation, Saratoga, the Council of Governments, the
Joint Powers Board, and the County Commission should write letters imme-
diately to Governor Herschler's office requesting Carbon County be designa- '
ted for eligibility. The funding for this program is so small that the
chances of receiving a significant amount of assistance are very low,.
However, eligibility designation should provide a leg~up in the event that
some versién of the Hart-Randolph '"Inland Energy Impact Assistance Act"
passes Congress during the next session. This legislation carries the
somewhat more significant figure of $150 million in grant funds for impact
aid.

Saratopga's overall level of grant receipt from state and federal
so;rces puts it high up in grant dollars per capita. Like the little boy
who cried wolf, toomany pleas for assistance will ultimately cause deaf
ears. Whether Saratoga has reached this stage with the Farm Loan Board
cannot probably be determined until new applications for assistance are
made. It seems clear at present that DEPAD views Saratoga's welcome as
having been overstayed. Whether the administrative actors have sufficient

pover to thwart a hearing ~n Sararoga's project will only be known when tested.
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Appendix C contains the Farm Loan Board Regulations for Joint Powers
Loans, Coal Tax Crants,.and Federal Mineral Royalty Grants. Since the
mgulations are straightfoward, no attempt will be made.to describe the
application process. The strategy to adopt in making épplicagion, i.e.,

amounts requested and the purpose of the funds, is worth a detailed dis-

cussion.

There are three relatively sepatable aspects to the street paving

program:
8% storm drainage $ 520,000
20% dirtwork (excavation, grading) 1,300,000
72% curb, gutter and paving 4,680,000
TOTAL $6,500,000

Under the Farm Loan Board's Regulations the fuli project cost could be
underwritten by the streets and highwgys side of the Coal Tax Fund, if the
Board were so disposed. Historically, however, this has not been the case.
Futhermore} there are insufficient funds avaijlable to carryout such an
effort. Thé Farm Loan Board's former practice of pledging fufure col-
lections 6f the fund to debt service was annulled by the WCDA vs. Witzen-~
burger suit. There is, however, an opportunity to obtain a debt service
subsidy authorized from current collections of coal tax. The final sec-
tion of this study will address a scenario which specifies exact amounts.
The concept, Lriefly, is to hold a small quantity of coal tax funds
(under $200,000) in escrow, paying out of it the difference annually be-
tween the full amount of debt service due ana the average debt service re-
quired over the ten year obligatiop. The property owners would receive a

reduction in debt service which would be reflected by a flat debt service

over the first five years and then di:clining over the last five years.
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This financing would work best of course, where a significant reduction
in capital cost has occurred.

The most easily separable portion of the project cost is the storm
drainage component. At $ 520‘,006 it represents a large cost to be
swallowed by the'town, and a very large grant allocation for the Farm Loan
Board to make. The coal tax grant program is of no use in this case.

There are insufficient funds, and storm drainage by itself is not an eli-
gible application of funds. The Federal Mineral Royalty grant program is,
however, flush enough and unrestricted in its applicability to public faci-
lities. One word of caution which must be added is that much of this
information regarding coal tax grants and federal royalties may be changed
during the upcoming general session of the Legislature. An interim commit-
tee of the Legislature has reportedly been reviewing the difficulties of
administering the coal tax after WCDA vs. Witzenburger. Some sentiment

in favor of swapping coal tax dollars in exchange for federal royalty
money paid to the Highway Department and the University has been expressed.

In summary, fcderal grant sources do not offer much in the way of
serious possibilities. The Coal Conversion Act with its miniscule alloca-
tion of dollars is a very long odds chance. The Hart-Randolph bill has
not yet been enacted. Categorical grant programs appear exhausted, and
given the Carter Administration's austerity budget, likely to stay that
vay. The state's programs do hold promise, but are fraught with political
peril. The applications for assistance will require strong support from
the town's populace, and their political representatives; carefully re-
searched, extremely convincing application documentation; and a clear link-
age and criticality of need manifested to both DEPAD and the Farm Loan

Board.



i3

On the loan side, FmHA offers great possibilities, however, if grants
of the magnitude described can be secured, the need for FmHA participation

is not so desperate, A project underwritten in the fashion described

should be marketable at competitive rates in the traditional market.
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IV. Saratoga Financial Capability

The Town of Saratoga since the early 1970's has experienced signifi-
cant population growth due to extensive coal development in the Hanna
Basin to the norgh; This increase in population (from 1,181 in 1970 to
2,658 as of early 1978) has been reflected in a remarkable increase in muni-
cipal revenues. Over the period from Fiscal Year 1975 through Fiscal Year
1978, Saratoga's municipal revenues have increased at the rate of 25.6
percent per year on average. The following material describes Saratoga's

income picture from FY '75 through FY '78:

Fiscal Year 1974-75 Fiscal Year 1975-76
Beginning Balance $114,714.40 Beginning Balance $120,713.69
General Receipts 188,569.97 General Receipts 230,207.05
Water & Sewer Receipts 79,431.57 Water & Sewer Receipts 108,564.30
TOTAL $382,715.94 TOTAL $459,485.04

Fiscal Year 1976-77 Fiscal Year 1977-78
Beginning Balance $159,059.81 Beginning Balance S187,442.34
General Receipts 247,512.10 General Receipts* 397,518.82
Water & Sewer Receipts 148,449 .64 Water & Sewer Receipts 168,805.17
TOTAL $555,021.55 TOTAL $753,766.33

During the period since the 1970 census, Saratoga's population has been
growing at the average rate of 16 percent per year. Per capita revenue has,
exceeded the town's growth, however, if the effect of inflation is taken

into account, it becomes clear

“Excludes EDA grant of $232,000 and the proceeds of a land sale, §57,150.
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that the community's revenue flow is lagging behind. It is, however, worth-
while noting that in recent years the revenue collected has inevitably ex-
ceeded the amounts set forth in the budget. The estimated income for
fiscal year '78-'79 appears at this point to be no exception to the rule.
Furthermore, the year end balances have grown larger by significant amounts
each year. All this suggests that Saratoga's rapid growth coupled with
the improvements and expansions to the town's capital facilities which
have occurred over the last few years have created unforeseen economies.

A brief analysis of the town's revenue sources suggests that almost every
aspect of the town's financial picture is improving, save one. That lag-
ging element is the property tax. While municipal revenues have advanced
at the rate of 25.6 percent per year on the average, the property tax has
grown only 14,6 per year.

There is little the town can do about the property tax. Assessed
valuation on most property within thg.town is a dim reflection of true
value. The debt carrying capacity of the town for general obligation in-
degtedness is insufficient to meet even the most minimal capital facilities
requirements. Thé Wyoming limitation on municipal general obligation
debt other than water and sewer ii 4 percent of municipal assessed valua-
tion. In Saratoga's case this tr;ns]ates into $110,000 worth of available
debt capacity.

While it is reasonable to argue that property based financing is
regressive, and that the relatively slower pace of growth in municipal
property tax receipts is therefore landable, it does point up a profound
need for other tax resources. The municipal share of the statcwide 3

percent sales tax and the 1 cent optional sales tax are both extremely

valuable resources, however, neither tax is suitable as a source of debt
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repayment in a fashion which meets the pledge requirement of most debt
indentures. The 3 percent sales tax is pretty clearly a general tax.
Given the recent actions of the Wyoming Courts, it is quite likely that
a debt supported by general sales tax collections would require an
election, and ié the amount financed exceeded $110,000, the debt would
probably be held unconstitutional. Furthermore, a pledge of sales tax
revenue from the statewide 3 percent sales tax beyond the current tax
year could be construed as an effort by the Town to bind the state legis-
lature. Since the Sales Tax is not constitutionally established, the
legislature is free to amend or repeal any or all portions of the tax or
its distribution plar without a vote of the people.

As to the lo;él option 1 cent sales tax, it must be renewed by elec-
tion every two years. There is no possibility of an extended pledge of
the 1 cent tax. There is, however, a clear ability to establish a sink-
ing fund for capital acquisition with the 1 cent tax. The Town could
also use tﬂe optional tax on a piecemeal basis to pay a portion of the
required assessments each year, and adjust assessments accordingly.

This might prove to be somewhat cumbersome, and difficult to work into
the bond indenture.

The municipality's regularly paid share of the federal mineral royalty
offers a source of potential debt service similar to the 1 cent optional
sales tax with a couple of significant exceptions:

1. The source of the funds is federal rents and royalties, not
state tax funds;

2. The state legislation and the federal legislation as well
both authorize the pledge of future royaltly collections
(up to ten years) to debt service.

Thus, it is quite possible that federal mineral royalty money might be of

use to the Town in assisting the rceduction of assessment costs for the
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street improvement district(s). The approach would require two elements
aside from the process of arranging the financing technique. One can be
dealt with in this study to some extent, the other is outside the scope
of this effort,

The element about which little or nothing can be contributed by this
document is that of legal analysis and planning to implement a pledge of
mineral royalties to support the street improvement. The other element
required is the augmentation of lost revenue. Unlike the pledge of gaso-
line tax in the Saratoga Special Improvement District #1 where the Town
will certainly recover the full amount of revenue it will place in the
"additional security fund," the pledge of funds.as contemplated here is
meant to actually reduce the amount of property owner paid assessments.
Since the funds will be spent, some metﬁod must be found to refill the
Tovn's coffers or the Town must accept relatively less revenue for other
public purposes.

Current municipal estimates place anticipated mineral royalty col-
lections at §45,000 per year. Althpugh such a sum is less thap .5 percent
of the FY '78-79 budget, as a single resource to replace, it poses some
difficulties. As an example of that point, consider that the 1 cent
optional sales tax is estimated to provide $90,000 to Saratoga in FY '78-
'79. Under the preferred scenario for financing the Town's streets, to
be discussed in the following section, the allocation of federal mineral
royalty could provide an annual reduction in debt, service. The first year
of 8 percent and 12 percent in the last year of a ten year term financing.

There are few available methods for the Town to increase its revenue
generating capacity. One method is for the Town to generate more proprietary

income. Since the water and sewer utility is already owned by the town,
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and rates have only recently been substantially increased it does not
appear likely that sales of these services will be of particular value.
This is especially so when one remembers that a considerable amount of
such revenue is‘pledged to the repayment ofa 32,020,000 obligation for new
water facilities financed with state Farm Loan Board lending.

Purchase of the local electric utility by the municipality has pos-
sibilities which are outside the scope of this study, but potentially
worth exploring. Briefly, if electrical demand from Carbon Power and Light
increases dramatically, there might be sufficient new business to generate
new revenue for the utility (if the utility were sold to Saratoga at a
very favorable price) which would presumably provide additional revenues
for the Town's treasury. On the other hand, without a complete analysis
of the situation, it appears that therc is no less expensive operational
structure for a utility than as an REA which is Carbon Power and Light's
current status. The thought that Saéatoga might profit from acquiring
the utility is conceivable, particularly if some detrimental factor such
aé too many customers were to cause Carbon Power and Light to lose some
of its REA related benefits. Certainly other municipalities in Wyoming
have benefited from operating their own electric utilities. However,
their operations have been in existence for many years, and owe their
success in large measure to the Bureau of Reclamation's cheap power sup-
ply from the dams on the North Platte River.

The only other significant source of proprietary revenue might come
from recreational charges. Once again a comprehensive analysis is beyond
the scope of this effort. The Town has received and expended a signifi-
cant sum of money over the years.on improvements to the community's

recreational facilities. Most of these improvements have been funded from
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grants. Consequently, the Town has apparently not felt the need to put
the recreation program on a paying basis. At present, only the municipa-
swimming pool gener;tes revenue. Given that Saratoga is something of a
recreational center for southern Wyoming, and given the precedent set by
the current arrangement regarding the Town lake, it would be appropriate
for the Town to establish recreational use charges. A fee system could
be established such that modest fees (e.g. a $5 family card) for perma-
nent residents could be charged with higher single-use fees assessed
transients and others who only visit the community to use the hot spring,
the fishing lake or the tennis courts during the tourist seasons. It is
not possible to accurately estimate at this time what such a system might
generate in revenues, but it ought to prove sufficient to free-up other
municipal funds to cover items so that ultimately federal mineral royalty
collections might comfortably be made available to cover street paving
debt service.

There are not many avenues open for municipalities to expand their
téx revenue resources. The state legislature controls virtually all tax
levying authority, and even "home rule charter" cities are restricted
from altering the statutory and constitutional restraints on debt and
taxation. Municipalities can, however, garner some additional revenue
from the licensing and control of various enterprises. One field which
Saratoga is only now exploring is the licensing of business enterprises.
Although potentially politically volatile, this method might provide
significant additional revenue to the community, and might be used to
underwrite the difference between a flat rate assessment throughout the
community (under the assumption of one townwide street improvement

district) and the higher cost associated with building sturdier more
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load-bearing thoroughfares in the commercial zoned areas of the Town. If
one assumed the existence of 75 commercial enterprises in the Town, each
paying $400 per year for a business license, the yield would be $30,000
annually. One aspect which must be weighed carefully is the competitive
effect of such a‘licensing fee in increasing the overhead of Saratoga
businesses vis-a-vis their competitors in Rawlins, for example. Another
consideration is whether ;uch a licensing fee would serveito push business
enterprises into unincorporated areas. Presumably county land use control
would deter such strip develépment. So long as these licensing fees re-
main relatively modest, however,, these factors should not prove to be
lethal to the concept, Finally, it should be noted that these fees will
be passed on to all purchasers of goods and services who trade with Saratoga
vendors, thus like the state's severance tax the burden will be passed
along in large part to all users of Saratoga's resources (in this case the
Town's Streets) .

In summary, this section has dealt with the Towﬁ's ability to shoulder
a portion of the cost associated with financing approximately $6.5 million
in street improvements. While the town's revenues have accelerated at
the rate of 25.6% per year over the past few years, the town's population
over the period since the 1970 census has grown at the rate of lé percent
per year. The critical objective is to find new sources of revenue, if
the town itself is to assist in financing street improvements. Because
the federal mineral royalty payment has been created in a fashion which
permits it to be pledged for ten years as a debt service source, it has
been viewed here as being the best source of assistance in reducing assess-
ment costs. There must be some method of generating additional revenue
over and above existing sources, however, if such a pledge of a current

resource is not gning to work a hardship on the town's treasury. Two
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fairly plausible alternatives involving the establishment of revenues

from recreational activities and business licensing have been described.

A long-shot source of revenue from the acquisition by the town of the Carbon
Power and Light electric utility has also been discussed. The generation

of $45,000 in cur;ent dollars to offset the pledge of $45,000.per year

from federal mineral royalty payments appears to be possible. Beyond that
the Town does not appear to be capable of generating revenue to assist in

the underwriting of the debt service on a townwide street improvement pro-

ject given the rather severe limitations imposed by Wyoming law.
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V. Financing Strategies for Saratoga's Streets:

To this point the analysis has dealt primarily with sources of funds
for financing Saratoga's existing, unpaved streets. Out of that discussion
have come three central observations:

l. Improvements to Saratoga's streets will require some debt
financing through the formation of one or more special improve-
ment districts as permitted under Wyoming law. Other forms of
debt financing (i.e. longer term G.0. or Revenue bonds) do not

appear to be_available or legal.

2. Some grant programs appear to be available to assist in the reduc-
Fion of the overall project cost. The best odds programs avail-
able do, however, pose some problems since they are state funded
or administered programs. The problems stem from a perception
in the state administration that Saratoga has received in excess

of its "fair share" of various state impact assistance programs.

3. The Town's own ability to reduce the cost of individual property
assessments is limited. The revenue resources of the community are
not yet fully utilized, but those resources, aside from the Town's
possible acquisition and operation of the local electric utiliy,
are not likely to generate more than $50,000 annually. This is
large enough to permit the shifting of the community's statutori-
ly authorized allotment of federal mineral royalty funds to the

support of the street improvement program,

The next step is to meld these three conclusions with the estimated
costs and other da?a of the project to determine approaches which will be
successful in financing the proposed street improvements. The basic infor-
mation associated with the program is:

1. Cost: Construction cost is estimated at $6,500,000 in 1979
dollars. The breakdown of cost components is approximately:

a. Grade preparation and other dirt-work @ 20% of project
cost -¢$1,300.000

b. Construction of storm drainage system @ 8% of project cost
$520,000; :
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c. Cattering and paving @ 72% of Project cost - § 4,68(_),099

2. Sizez The project will involve curb, gutter and paving for 83,700
lineal feet encompzssing some 11,000,000 square feet of land within
town®s boundary. An estimated 2500 people live within the
pProject area amounting to an estimated 780 homes. Additionally,
the Town's comercial sector, and the local school's are within

the project area.

The financial situstion of maximum cost to the Property owners is asg

follows:

Cost: $6,500,000 Terms: 10 Years
Interest: 6.351 :

Year Principal Interest "IEEEL
1 $640,000 + $422,500 $1,072,500
2 650,000 + 380,250 1,030,250
3 650,000 + 338,000 988,000
4 650,000 + 295,750 945,750
5 650,000 + 253,500 903, 500
6 650,000 + 211,250 861,250
7 650,000 + 169,000 819,000
8 650,000 + 126,750 776,750
9 650,000 + 84,500 " 734,500

10 650,000 + 42,250 692,250

$8,823,750 . - -

Under the above'meimunhproperty-ouner—cost” amortization schedule the

first year's dedt servica would cost 9.75¢ per square foot of pProperty.

A lotr of 10,000 square feet in size (100' x 1C0') would carry a first

year assessment 0i$975 . Using é rurning foot method of assessment, pro-
- Perty ovmers situated in the middle of a block would pay approximately

$1281 for a 100 foot frontage lot. Presumably an allocation of higher

€Oosts Lo properties served by wider or more heavily constructed thérough—
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fares would alter the foregoing single property figures significantly since
they are calculated on an average basis.

Applying the information discussed previously in this report, the
following scenario déscribes a "least-property-owner-cost'" scenario. It
assumes that § ﬁercent of the project cost is covered by a grant of funds
from one of the following sources:

Federal Coal Conversion Act Impact Assistance Funds

. Wyoming Coal Tax For Impact Assistance

Farm Loan Board Administered Federal Mineral Royalty Funds

HUD Community Development Bloc Grant

- EDA Community Development Funds

A W -
L]

. Hart-Randolph Inland Energy Impact Assistance Funds

This scenario further assumes that the town will dedicate $45,000 per year
to the debt repayment. The bonds will be sold to Farmers Home Administra-
tion at 5 percent, and the Farm Loan Board of the State of Wyoming would
make a grant of coal tax funds to reduce the early years' debt service to
the average debt service required over the ten year term of the bonds. The

following table displays this information.



SARATOGA STREET STUDY

Total Project: $6,500,000 Terms: 10 years
Grant Portion: $ 520,000 Interest Rate: 5%
Amount to Finance: $5,980,000 Bond Purchaser: Farmers Home Administration
Total Annual Assessments per
Interest Farm Loan Board Town of Saratoga Property Assessment's running foot +
Year Principal @ 5% Total Coal Tax Grant Payment Assessment per sq. ft. 2 property owners
1 $598,000 $299,000 $897,000 $§134,550 $45,000 $§717,450 6.52¢ $8.57
2 598,000 269,100 867,100 104,650 45,000 717,450 6.52¢ 8.57
3 598,000 239,200 837,200 74,750 45,000 717,450 6.52¢ 8.57
4 598,000 209,300 807,300 44,850 45,000 717,450 6.52¢ 8.57
5 598,000 179,400 777,400 14,950 45,000 717,450 6.52¢ 8.57
| 6 598,000 149,500 747,500 $373,750 45,000 702,500 6.39¢ 8.39
7 598,000 119,600 717,600 45,000 672,600 6.11¢ 8.04
8 598,000 89,700 687,700 45,000 . 642,700 5.84¢ 7.68
9 598,000 59,800 657,800 45,000 612,800 5.57¢ 7.32
10 598,000 29,900 627,900 45,000 582,900 5.30¢ 6.96
$7,624,500 $'450,000 56,800,750

To put this in perspective using the same basis as the max~cost scenario previously described: A 10,000 square
foot property would bear an assessment of $652 the first five years, dropping to $530 in the last year; on the
running foot cost allocation formula a 100 frontage feet property would pay $857 the first five years decreasing
to $696 in the last year.
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The foregoing high and low cost scenarios point up one basic fact -- the
overall cost of the project is not unconsﬁionably high. Even under the
maximum cost scenario, the price per square foot is almost exactly

the cost per square foot of the project financed in the Snowy Range Heights
Improvement District. The basic issue then becomes, how much will the
property owners within the boundaries of the proposed area to be paved be

willing to pay for these improvements?

Recommendations:

The portion of the Town of Saratoga scheduled for improvement by this
project represents a long-term problem dating back to a time when impact
was an unknown concept in Saratoga. In some respects this makes a heavily
subsidized financing of this project unlikely. There is an additional dif-
ficulty inherent in the sale of even ‘Q.O million in special assessment
bonds let alone financing the entire program. That difficulty lies in the
issue of marketability. The most likely placement of these bonds would be
with FmHA. FmHA in Wyoming, however, receives an allotment of loan capa-
bility just like every other state. Jn Wyoming that allocation is approxi-
mately $2 million annually. Wyoming's state FmMA has, however, been success-
ful in acquiring unused allocations from other states in the annual loan
pooling which occurs.toward the end of the FmHA fiscal year. I1f FmHA can-
not or is not willing to take up these securities, the town must look to the
traditional market for placement. Judging the traditional market for these
securities indicates that placement of these bonds may be difficult, and
the interest rate might easily be as high as the 6.5 percent described in

the max-cost scenario, even with subsidization.
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Another issue that must be addressed is the number of low and moderate
and fixed income property owners who will be affected. Hopefully, the com-
bination of moderate assessment costs and limited numbers of these property
owners will be su?ficient to avoid thwarting the efforts to consummate the
construction and financing of this project. Nevertheless, as with so many
other aspects of community development, the solution of one problem points
up other shortcomings in the community system. In this case, to success-
fully achieve the project, the town may have to undertake the stimulation
of Section 8 type housing for elderly and low-income persons.

The basic recommendation of thisfinancially analysis is to proceed with
the project. Every grant making alternative should be attempted, however,
at base the project, given current cost estimating is financeable under the
most expensive terms for the property owners within the project area. The
marketability of the bonds poses a potential bugbear, however, the potential
number of possible investors with which to place the bonds will ultimately
prove to be a function of the town population's commitment to seeing the
progfam through.

In terms of timing, initial activity to establish an assessment dis-
trict (s) should be undertaken immediately. Pursuit of the first stages
leading up to the establishment of the improvement district, but not pro-
gressing to the actual certification of assessments is necessary in order
to provide convincing pressure on grant making bodies. As recommended in
section III, the town, the COG and the Joint Powers Board should act immediate-
ly to inform the Governor of Carb;n County's desire to be designated a coal
impact area for purposes of establishing eligibility under-the federal Coal
Ccnversion Act Impact Assistance program. Pre-applications for funding the

storm drainage component should be initiated with all other relevant federal

grant-makins bodies.
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Once the establishment of the assessment district(s) is well under
way (perhaps after the hearing on the petitions and protests concerning the
establishment of the district(s) contact with FmHA should be made to
determine their willingness and capability to take up the town's bonds.
Contact with the State Farm Loan Board for coal tax grant subsidy of debt
service should be initiated in January or February of 1979 for a hearing
before the board in the early spring. Application for Federal Mineral
Royalty grant funds should be pursued gingerly for the storm drainage
component of the project in the event other grant funds cannot be secured.
The July hearing on the allocation of royalty payments should coincide
relatively wvell with the determination by federal grant making entities
as to the town's eligibility for funds to construct storm drainage.

The town should also, during the period between the first of the
year and the close of FY'79 explore the proposals made in this document
concerning improving the town's reveﬂue capabilities. Successful pur-
suit of the foregoing items should lead to the ability to initiate con-
struction of the street paving program in the late spring of 1979. As a
minimum for effectively pursuing these recommendations, the Town should
support the costs of a competent municipal administrative assistant, a
consulting engineering firm, and a municipal financial advisor.

In summary, the project appears financially feasible. Reductions
in the direct cost of property assessments to finance the project will
makg the program more supportable by the town's property owning constitu-
ency, and more marketable with investors. For those reasons, it is our
recommendation that every possible grant making resource and revenue
improvement be explored. Even if these efforts fail, the project appears

to be affordable, and theexercise ought to have the effect of determining

the community's real level of commitment to the program.



