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Report on Sale of 2013 Certificates of Participation and General Obligation Bonds. (Finance 1010)
Body

To: Honorable Mayor and Members of the City Council

From: John A. Russo, City Manager

Re: Report of Sale of 2013 Certificates of Participation and 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 2003 General Obligation Bonds (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). Staff brought forward a revised proposal to Council at the September 17,
2013 Council Meeting, which Council approved. This report provides an update regarding the issuance
of those COPS and GO bonds.

DISCUSSION

The COPS and GO Bonds were sold competitively via an internet bidding platform on September 25,
2013. For the COPS, three bids were received, with Citigroup Global Markets Inc. having the lowest
True Interest Cost (TIC) of 3.58%, significantly lower than the TIC of 4.60% estimated, with no reserve
fund. For the GO Bonds, five bids were received, with Morgan Stanley & Co. LLC having the lowest TIC
of 3.60%, significantly lower than the 4.27% estimated.

As a result of the two refinancing bond issues, the City and its taxpayers will realize a combined total of
almost $2 million in Net Present Value Savings (NPV), while at the same time securing $3 million for the
funding of a new EOC. The successful outcome of both of these bond refinancings was due to
favorable conditions in the bond marketplace, as well as the recent upgrade in S&P's ratings on the
City's COPS from AA- to AA and on its GO bonds from AA to AA+, both the highest of all cities rated by
S&P in Alameda County.

FINANCIAL IMPACT

For the 2013 COPS, the NPV savings on the refunded portion of the COPS is approximately $926,000
(significantly higher than the $189,000 estimated as of September 17, 2013). As part of the refinancing,
$3 million of bond proceeds will be made available for the construction of the new EOC, with the
maturity on the original bonds being extended an additional five years, from 2025 to 2030. It was
originally assumed they would have to be extended between seven to nine years, depending upon
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whether a reserve fund was needed. The total projected debt service on the bonds over the life of the
issue is projected to be approximately $13 million. The debt service on the proposed new COPS will be
repaid from General Fund revenues.

For the 2013 GO Bonds, the NPV savings on the refunded portion of the COPS is approximately
$954,000 (significantly higher than the $433,000 estimated in the September 17, 2013 staff report). The
new bonds will mature in 2033, the same as the original bonds. Annual debt service savings on the
2013 GO Bonds will be approximately $65,000, versus the $22,000 of annual savings estimated in the
September 17, 2013 staff report. The total projected debt service on the bonds over the life of the issue
is projected to be approximately $12.6 million. The debt service on the 2013 GO bonds will be repaid
from annual taxes levied based upon the approval of Measure O by the voters in Alameda in 2000.

MUNICIPAL CODE/POLICY DOCUMENT CROSS REFERENCE

This action is in conformance with the Alameda Municipal Code.

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 (issuance of bonds), which does not involve any commitment to any specific project which may
result in a potentially significant physical impact on the environment.

RECOMMENDATION

Accept the Report of Sale of 2013 Certificates of Participation and General Obligation Bonds

Respectfully submitted,
Fred Marsh, Finance Director

Financial Impact section reviewed,
Fred Marsh, Finance Director
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