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SYNOPSIS -

On May 7, 2001, the City Council held five separate public hearings for
issuance of General Obligation Bonds. The next step in the financing
process is City Council approval of completion and the distribution of a
Preliminary Official Statement (POS) to potential buyers of the City's
bonds in the capital markets. The bond structure recommended by the
financing team includes $33,350,000 of bonds to be sold simultaneously
in three series on June 4, 2001.

FISCAL IMPACT -

The funding amounts for various capital projects are consistent with the
FY2001-02 Capital Improvement Plan (CIP), adopted by the City Council
on March 2, 2001. Annual debt service on this year's General Obligation
Bond issue will be paid from: (1) the property tax debt service levy
approved by City Council and certified to the State; and (2) tax increment
funds, as available. Estimated annual debt service on the 20-year bond
issue is just over $1.9 million, with an approximate true interest cost
(based on May 16, 2001 interest rates) of 5.31 percent for the tax-exempt
bonds, 5.26 percent for the double tax-exempt bonds, and 6.74 percent for
the taxable bonds.

RECOMMENDATION -

Authorize completion and distribution of the POS relating to the
issuance of General Obligation Bonds.

BACKGROUND -

At its May 7, 2001 meeting, the City Council held public hearings and
approved the issuance of the General Obligation Bonds Series 2001A

(tax-exempt), 2001B (double tax-exempt), and 2001C (taxable).

The approved FY2001-02 CIP calls for the following improvements to be



financed with bond proceeds:

Series 2001A (Tax-Exempt)

Erojects Paid from Taxes
Bridge and “iaduct P12
Fire Protection 1.1
Flood Contral Improvements 2
Library Improvements
Municipal Improvements 20
Farks Improvements 21
sidewalk Improvements 2
otreet Improvements i)
Traffic Control Improvements 4
Meighborhood and Economic Development 4.1
Subtotal P 204
Braj Paid f T
Farks Improvements !
Sidewalk Improvements 20
Street Improvements 15
Traffic Control Improvements 3
Subtotal 40
Total Projects, Series 2001A (Tax-Exempt) § 246
Series 2001B - {(Double Tax-Exempt)
Meighborhood and Economic Development P 40
Total Projects, Series 2001B (Double Tax-Exempt) F 4,0
Series 2001C - (Taxable)
Meighborhood and Econamic Development 41
Total Projects, Series 2001C (Taxable) F 41

Total issuance and contingency costs allocated to Series 2001A, 2001B,
and 2001C are $583,619-the majority of which is the underwriter's
discount for selling the City's bonds-for a total sale of $33,350,000.
Attached are detailed bond-sizing spreadsheets (three pages) and a list of
which projects will be considered during each of the five public hearings
(four pages). The POS is attached to the roll call.

This spring's borrowing includes $4 million as the third in a 4-year series



of General Obligation Bonds expected to total $16.2 million for the
Gateway Project. (Last year the City borrowed $7.5 million for Gateway)
Debt service on the bonds issued for Gateway will be paid from tax
increment. Under federal law and U.S. Treasury Department regulations,
the interest on the bonds to be issued for Wells Fargo is expected to be
taxable to investors. Therefore, investors will demand from the City a
higher interest rate (approximately 200 "basis points" equal to two
percentage points) on the portion of this debt that is taxable than on the
remainder of the bond issue, which will be tax-exempt.

Due to recent changes in legislation, the City will also have the
opportunity to issue $4 million of "double tax-exempt" bonds. The term
"double tax-exempt" means that the interest on these bonds will be tax-
exempt under both state and federal law. It is anticipated that the City will
realize a lower interest rate (25 "basis points" equal to ¥4 percentage point)
compared to the remainder of the tax-exempt bond issue.

The structure of the bond issue is consistent with the City's debt
management policy; more specifically, adherence to the City's self-
imposed debt limit policy of 80 percent of the constitutional debt limit.
The bond sale, and Council approval thereof, are scheduled for Monday,
June 4, 2001. Closing is scheduled for Wednesday, June 27, 2001.

Attachments



