By Beth Warren, Ranson Financial, LLC

Interest Rates Continue to be Attractive
for Long-Term Financing

R

ural water districts and
municipalities have options
available for financing
construction and other improvement
projects. Long-term financing is
provided primarily through these
State, Federal, and local options:
n USDA Rural Development
Loans and Grants for Water,
Wastewater and Community
Facilities
n The Kansas Public Water
Supply Loan Fund administered
through KDHE
n The Clean Water State
Revolving Fund (for wastewater
systems) administered through
KDHE
n Commercial Financing –
Municipal bonds, available for both cities and rural
water districts, bank loans for RWDs and capital leases
for cities.
The above table is a summary of USDA Rural
Development rates from 2018 to the first quarter of 2021.
The tables at the top of page 93 show the rates for the
Kansas Public Water Supply Loan Fund and the Clean
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Water State Revolving Loan Fund. The 20-year rates are
based on 60 percent of the average of the previous three
months of the 20-Bond Buyer Index. The 30-year rates are
based on 70 percent of the average of the previous three
months of the 20-Bond Buyer Index.
In 2021, rates for the 20-year KDHE loan program were
1.33% in January and dropped to 1.30% in February.
The 30-year loan interest rate was 1.56%
in January and dropped to 1.52% in
February.
The 40-year loan interest rate was 1.78%
in January and dropped to 1.73% in
February. The 30- and 40-year amortization
lengths are only available on the drinking
water systems. The 40-year option is only
available to Disadvantaged Systems which
require having a population of less than 150.
The chart on the following page shows the
interest rates for both the 20-year public
water and wastewater programs from 2010
to February 2021.
The second chart shown on the following
page is a summary of recent yield data for
public sale of municipal bonds. This table
shows rates for investment grade yield for
the month of January.
On February 1, 2020, competitive bids
were taken to prepay two previously issued
general obligation bond issue for the city of

Sublette. Sublette received five (5) bids with net effective
interest rates ranging from the low bid of 0.8025% to a high
of 1.0893%. The winning bid resulted in a net present value
benefit to the City of $175,238 or 11.31% spread out over
the remaining maturities going out to 2031.
In October 2020, the Kansas Rural Water Finance
Authority negotiated a refunding project for Pottawatomie
RWD No. 4. The Authority negotiated the financing of
$4,075,000 with the Bank of the Flint Hills. The net
effective interest rate was 1.6961% with a final maturity in
2038. The project refunded previously issued revenue bonds
and prepaid a 2010 loan the district had outstanding with
USDA Rural Development and reduced the maturity on the
loan by 12 years. The total savings to the district indicated a
net present value benefit of $915,209 or 22.44%.

In October 2020, the Kansas Rural
Water Finance Authority
negotiated a refunding project for
Pottawatomie RWD No. 4. The
Authority negotiated the financing
of $4,075,000 with the Bank of the
Flint Hills. The net effective interest
rate was 1.6961% with a final
maturity in 2038.

In June 2020, the
Kansas Rural Water
Finance Authority
took bids to refund a
previously issued
bond issue for
Franklin RWD No. 4.
The Authority
received three (3)
bids for the District’s
deal with net effective
interest rates ranging
from the low bid of
1.9154% to a high of
2.2508%. The
winning bid resulted in a net present value benefit to the
District of $113,572.48 or 7.65% spread equally over the
remaining maturities going out to 2031.
In December 2019, the Kansas Rural Water Finance
Authority took bids to prepay an outstanding KDHE water
loan for Jackson RWD No. 3. The Authority received three
(3) bids for the District’s deal with net effective interest
rates ranging from the low bid of 2.1457% to a high of
2.4406%. The winning bid resulted in a net present value
benefit to the District of $110,045 or 19.78% spread out
over the remaining maturities going out to 2028.
The Rural Water Finance Authority has issued more than
$100 million in bonds since its inception in 1988. Ranson
Financial Group, LLC (“Ranson”) serves as the Authority’s
financial advisor; the law firm of Gilmore & Bell, Wichita,
is the Authority’s bond counsel.
Ranson was established in March 2017 as successor in
interest to Ranson Financial Consultants, LLC, which was
established in March 2002. Ranson as a firm, and our
municipal advisors, are registered with the Securities and
Exchange Commission and the Municipal Securities
Rulemaking Board as required by the Dodd-Frank Act
of 2010.
The Authority welcomes inquiries for evaluating existing
debt and the potential for refunding or in obtaining the most
cost effective financial for new projects. Anyone interested
can contact the Authority through the KRWA office or
contact me, Beth Warren at ewarren@ransonfinancial.com
or call 316/264-3400.
Elizabeth (Beth) Warren is a registered Municipal
Advisor and has more than 15 years’ experience
and specializes in public finance and analytical
services, secondary market (“continuing”)
disclosure requirements, and utility rate reviews.
She also oversees completing financial capacity
reviews for the Kansas Dept. of Health and
Environment’s water revolving loan fund and
monitoring compliance for all entities with a
Financial Integrity Assurance Contract under KDHE’s
water revolving loan program.
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