
CITY OF ALAMEDA
Memorandum

To: Honorable Mayor and
Members of the City Council

From: John A. Russo
City Manager

Date: July 23, 2013

Re: Provide Direction on Potential Refunding of 2002 City Hall Project Certificates
of Participation and 2003 General Obligation Bonds

BACKGROUND

As part of the budget presentations made for the City's budget for Fiscal Years 2013-14
and 2014-15, Staff indicated to council that there was a possibility of refunding the 2002
City Hall Project Certificates of Participation (2002 COPS) and the 2003 General
Obligation Bonds (2003 GO) at lower interest rates than those currently in place for
these bonds. In addition, as part of these budget study sessions, staff indicated that it
would be looking at potential funding sources for the construction of a new Emergency
Operations Center (EOC).

DISCUSSION

Staff has had its third party financial advisor, PFM, and bond counsel, Quint and
Thimmig, conduct a review of all of the current bonds outstanding for the City and its
Successor Agency. PFM has determined that of the bonds outstanding, the 2002
COPS and 2003 GO could be refinanced at a lower effective interest rate (otherwise
known as the true interest cost or TIC) than those currently in place for those bonds.
Any reduction in the TIC for these bonds would result in annual savings in debt service
payments for the City.

For the 2003 GO, staff proposes to use the lower annual debt service payments to
reduce the amount of the annual tax assessed on properties within the City. As of July
1, 2013, the amount of the savings on the annual debt service payments are projected
to be approximately $41,000 annually or $825,000 over the remaining life of these
bonds, with an assumed annual TIC as of July 1,2013 of 3.93%.

For the 2002 COPS, the debt service savings are projected to be $21,000 annually or
$573,000 over the remaining life of the bonds, with an assumed TIC as of July 1, 2013
of 3.29%.
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However, staff proposes to restructure the 2002 COPS so as to keep the annual debt
service the same, but allow the City to cash out funds to be used for the construction of
a new EOC. This use of funds would be in compliance with the bond covenants
currently in place for the 2002 COPS. Taking advantage of this latter option is projected
to result in the City receiving bond construction funds of over $3 million, at an assumed
TIC as of July 1, 2013 of 4.14%, while extending the life of the bonds by a mere seven
(7) years.

If council agrees with staff's recommendation for refunding these two bonds, Staff
anticipates bringing a report to the September 17, 2013 Council meeting.
At that meeting, assuming no significant changes in the bond market, Council would be
asked to approve a resolution and documents to authorize the issuance of refunding
bonds for the two existing bond issues.

FINANCIAL IMPACT

Funds for the debt service on the 2003 GO are included in the Library Debt Service
Fund (Fund 421) and are paid for through taxes levied annually for repayment of this
bond issue. The projected lower annual debt service payments on the 2003 GO would
be used to reduce the amount of the annual tax assessed on properties within the City
for this debt issue.

Funds for the debt service on the 2002 COPS are included in the 2002 City Hall COPS
Debt Service Fund (Fund 464) and are paid for through funds received from the General
Fund (Fund 001).

MUNICIPAL CODE/POLICY DOCUMENT CROSS REFERENCE

This action is in conformance with the Alameda Municipal Code, City Charter and the
bond covenants contained in the official statements for the 2002 COPS and 2003 GO.

ENVIRONMENTAL REVIEW

This activity is not a project and is exempt from the California Environmental Quality Act
(CEQA) pursuant to section 15378 (b)(4) of the CEQA Guidelines, because it involves
governmental fiscal activities, which does not involve any commitment to any specific
project which may result in a potentially significant physical impact on the environment.
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RECOMMENDATION

Provide Direction on Potential Refunding of 2002 City Hall Project Certificates of
Participation and 2003 General Obligation Bonds.

Respectfully submitted,

Fred Marsh
Finance Director




