
File #: 2014-211

Type: Regular Agenda Item

Body: City Council

On agenda: 3/18/2014

Title: Recommendation to Accept Capital Financing Plan for Fire Station 3. (Fire 3205)

Title

Recommendation to Accept Capital Financing Plan for Fire Station 3. (Fire 3205)
Body

To: Honorable Mayor and Members of the City Council

From: John A. Russo, City Manager

Re: Accept Capital Financing Plan for Fire Station 3

BACKGROUND

Fire Station 3 is temporarily located at 1709 Grand Street in a leased home and primarily serves the
central areas of Alameda's Main Island. Its permanent location at 1703 Grand Street, which was built in
1924, had to be closed in 2001 when the building was deemed seismically unsafe. Rehabilitation or
re-building 1703 Grand Street is not a viable option. Even if 1703 Grand Street were to be rehabilitated,
the building would remain too small to house current standard fire trucks and equipment. A new,
City-owned site at the corner of Hibbard Street and Buena Vista Avenue has been identified to construct
replacement of Fire Station 3.

In 2012, the City entered into an agreement with Brown Reynolds Watford (BRW) Architects to conduct
a site feasibility study by providing architectural, engineering, planning, financial and environmental
analyses regarding replacement of Fire Station 3 and construction of a new Emergency Operations
Center (EOC). In 2013 the City continued its contract with BRW to implement the next phase of design
work which included perimeter site and street improvements, on-site improvements, limited
accommodations for the future Fire Station 3, and completion of the EOC.

The projected cost to construct the EOC is $3 million. The source of capital for the construction of the
EOC are the bond proceeds received from the refunding of the 2002 Certificates of Participation (COPs)
that took place in 2013. The projected cost to design and construct Fire Station 3 is $5 million and this
report contains staff's proposed financing plan for this second phase of the entire project.

DISCUSSION

While the optimal source of capital to develop Fire Station 3 is grant funding, staff conducted thorough
research and no viable grant sources are available. The alternative is to use as much as possible in the
way of one-time available funds and bridge the balance of necessary capital through internal and
external debt financing. In order to incur the least amount of debt and to minimize the cost of funds and
annual debt service payments, staff has developed the following plan to fund Station 3.

Source Amount
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One-Time Funds

Facility Maintenance Fund (Fund 706) and/or Successor Agency Unspent

Bond Proceeds (Fund 207.4)
$400,000

FY 13-14 Capital Project 91344 (Emergency Operations Center and Fire

Station 3)
$341,000

Sale of Current Fire Station 3 $450,000

Total One-Time Funds $1,191,000

Internal Loan - Equipment Replacement Fund $809,000

External Financing $3,000,000

Total Cost of Fire Station 3 $5,000,000

With the Council's approval, staff will work with the City's financial advisor to determine the best options
for external financing. The options include private placement funding with a private financial
institution/bank or through other less traditional means. For example, staff has been in preliminary
conversations with the California State Infrastructure and Economic Development Bank (IBank) to
determine if they can provide competitive financing. The IBank was created, in part, to provide
accessible low-cost financing to public and quasi-public agencies for a wide range of infrastructure
projects, including public safety facilities. Generally, interest rates are below those typically available on
the open market, depending on the project and the applicant's credit rating. Other bond financing tools,
similar to the refinancing done in late 2013, are not viable because the dollar amount necessary for the
project is below the threshold typically needed to issue debt.

Staff anticipates returning to Council within 90 days with a final recommendation for the internal and
external portions of debt financing for this project, including a proposed promissory note for any internal
loans.

FINANCIAL IMPACT

The budget for this project will be accounted for in the City's Capital Improvement Fund (Fund 310). The
General Fund will pay the projected debt service on the internal loans and external financing, which is
not anticipated to exceed $300,000 annually (0.4% of the 13-14 General Fund budget) over a twenty
year period. The Internal Loans will have an annual interest rate of 3%, while the expected annual true
interest cost (TIC) of the external financing is projected to be approximately 4.5%.

The total expected cost over the twenty year period is projected to be approximately $8.07 million ($1.19
million of one-time funds plus $6.88 million of debt service payments). These costs are anticipated to
be offset by approximately $50,000 of savings annually resulting from lease payments no longer needed
for fire staff housing quarters and from anticipated energy savings from the new Fire Station 3.

MUNICIPAL CODE/POLICY DOCUMENT CROSS REFERENCE

There is no impact on the Municipal Code.
ENVIRONMENTAL REVIEW

Accepting the Capital Financing Plan for Fire Station 3 is not a project under CEQA as it is a creation of
a government funding mechanism that, while it does involve the commitment to a specific project, the
project will not result in a potentially significant physical impact on the environment. CEQA Guidelines,
Section 15378 (b) (4).

RECOMMENDATION

Accept Capital Financing Plan for Fire Station 3

Respectfully submitted,
Fred Marsh, Finance Director
Michael D'Orazi, Fire Chief
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Bob Haun, Public Works Director
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