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CITY OF MARTINEZ
CITY COUNCIL AGENDA




April 1, 2009

TO:
City of Martinez City Council

FROM:
Philip Vince, City Manager

PREPARED BY:
Lianne Marshall, Assistant City Manager--Administrative Services

Karen Majors, Assistant City Manager--Community & Economic Development

Cathy Heater, Finance Manager


Joann Tool, Deputy Director Parks, Community Services and Marina

SUBJECT:
Authorizing the Issuance and Sale of General Obligation Bonds, Directing the Execution of a Paying Agent Agreement and certain other Related Documents, and Actions Related Thereto

DATE:
March 20, 2009

RECOMMENDATION:
Adopt resolution authorizing the City Council to approve the issuance and sale of its General Obligation Bonds to implement voter approved Measure H (portion) in an amount not to exceed $15 million dollars; and authorize and direct the execution of a Paying Agent Agreement and certain other related documents, and authorize actions related thereto.

BACKGROUND:
The City received authorization from the voters of the City in November 2008 to issue $30 million in general obligation bonds (Measure H) to repair, renovate and make needed safety improvements to neighborhood parks, playgrounds, sporting fields, and the replacement of Rankin Pool; renovate and expand the Martinez Library with a designated children’s area; provide youth recreational opportunities; and improve disabled access to parks and libraries.  It is anticipated that the Bonds will be issued in two series, each in the principal amount of $15,000,000.  At this time, the City’s construction cash flow shows a need for $15,000,000 of Bonds for projects that are scheduled over the next three years.  This resolution will authorize the issuance of the first series of the bonds, in the amount of $15,000,000.

Key Questions/Answers:  

Q:
Why $15 Million?

A:
Based on the Public Works Department’s estimates of the construction schedule and cash needs for the pool renovation ($6 million); library upgrades ($2 million); and several park upgrades, including one full park renovation ($7 million) over the next three years, the City will need $15 million.  It is anticipated that the second series of Bonds, in the amount of $15,000,000, will be issued in 2012.  

Q:
What impact has real estate property value declines had on the Bond issue?

A:
The voters were told that the tax rate needed to pay debt service on the bonds would not exceed $18.09 (per $100,000 of value) in the first year after the first series of bonds are issued, and that the maximum tax rate would not exceed $34.71 (per $100,000 of value).  A 3% decline in property values in FY2009-10 (the current estimate provided by the City’s property tax consultant) will still support the issuance of this series of Bonds, and will not exceed the tax rate limits promised to the voters to be exceeded after the second series of Bonds is issued.

However, a continued decline in real property values in the City could cause a delay in the issuance of the second series of the Bonds or require a change in the structure of the 2012 bond issue. 

Q:
How will the bonds be sold?

A:
Government Code Section 43627 requires that the Bonds be sold by competitive sale, and this method of sale is reflected in the Resolution. The sale is scheduled for May 5, 2009, on an internet-based bond sale platform.  The bonds will be awarded to the underwriter bidding the lowest true interest cost (“TIC”) on the Bonds.  

In order to proceed with the financing, it is necessary that the City Council approve the execution of certain legal documents, including a Paying Agent Agreement; authorize the competitive sale of the Bonds and direct the Assistant City Manager - Administrative Services to accept the lowest bid; approve the Official Statement in substantially final form; and authorize other related actions in connection with the Bond issue. These documents are described in more detail below.

Bond Documents

By resolution, the Council will approve the following documents that are on file with the City Clerk:

1.
Paying Agent Agreement. The Paying Agent Agreement (the “Agreement”) is between the City and U.S. Bank National Association (the “Paying Agent”) and contains the terms and conditions regarding the Bonds. Pursuant to the Agreement, the Paying Agent is given the authority to receive, hold, invest and disburse the monies paid to it for credit to the various funds and accounts established under the Agreement; to execute the Bonds; and to apply and disburse debt service payments to Bond Owners. It sets forth the guidelines for the administration, investment and treatment of investment earnings generated by each fund and account. The Agreement obligates the City to pay compensation to the Paying Agent for services rendered under the Agreement.

2.
Notice of Intention; Official Notice of Sale.  These documents provide the necessary notice to the underwriting community regarding the sale of the Bonds and the manner in which the firms must submit their bid for the purchase of the Bonds on a competitive bid basis.

3.
Preliminary Official Statement.  This document is the public offering statement for the issuance of the Bonds. This document thoroughly describes the financing program, the public improvements to be financed, and the economic, financial and social characteristics of the City.

4.
Continuing Disclosure Certificate. This agreement is signed by the City and satisfies the SEC rules regarding continuing disclosure for the Bonds (SEC Rule 15c2-12(b)(5)). The agreement obligates the City to continue to provide information regarding the City and the Bonds to the secondary (bond) market as long as the Bonds are outstanding.

Financing Team Participants

The City of Martinez has entered into agreements for consulting services with the following firms in the following capacities:

Name of Firm


Role
Jones Hall, APLC

Bond and Disclosure Counsel

Public Financial Management
Financial Advisor

U.S. Bank National Association
Paying Agent

	Financing Schedule
	Description of Activity

	
	

	April 1
	Council Adopts the Resolution Authorizing Sale of Bonds and Approval of Legal Documents

	
	

	April 22
	Receive Rating 

	
	

	April 23
	Print and Mail Preliminary Official Statement and Official Notice of Sale

	
	

	May 5
	Bids received for Sale of Bonds

	
	

	May 20
	Bond Closing – Delivery of Bond Proceeds to the  City and Funding of Project Fund


FISCAL IMPACT:
The $15 million of bond proceeds will be deposited to the Project Fund, to be held by the City.  Bonds will be repaid from annual tax collections.  

ACTION:
Motion adopting the resolution authorizing the issuance and sale of general obligation bonds; authorizing and directing the execution of a Paying Agent Agreement and certain other related documents; and authorizing actions related thereto.

Attachments: 

Resolution

Preliminary Official Statement 

On file in the City Clerk’s Office:

Notice of Intention to Sell

Official Notice of Sale

Paying Agent Agreement

RESOLUTION NO. -09
A RESOLUTION OF THE CITY COUNCIL OF

THE CITY OF MARTINEZ AUTHORIZING THE ISSUANCE AND SALE OF ITS GENERAL OBLIGATION BONDS, AUTHORIZING AND DIRECTING THE EXECUTION OF A PAYING AGENT AGREEMENT AND CERTAIN OTHER RELATED DOCUMENTS, AND AUTHORIZING ACTIONS RELATED THERETO

WHEREAS, more than two-thirds of the qualified voters in the City of Martinez (the “City”), voting at a municipal election on November 4, 2008, approved the issuance of up to $30,000,000 of general obligation bonds to finance the costs of acquiring and constructing parks, library improvements, and pool safety improvements within the City; and

WHEREAS, pursuant to the authorization received at such election, and the authorization contained in Chapter 4 (commencing with section 43600) of Division 4 of Title 4 of the California Government Code (the “Act”), the City intends to issue the first series of the general obligation bonds authorized as described above pursuant to the Paying Agent Agreement (defined below) in a principal amount of not to exceed $15,000,000; and

WHEREAS, the City Council of the City has duly considered such transactions and desires at this time to approve said transactions and the documents related thereto.
NOW, THEREFORE, BE IT RESOLVED, BY THE CITY COUNCIL OF THE CITY OF MARTINEZ AS FOLLOWS:

Section 1.  Approval of Paying Agent Agreement.  The proposed form of paying agent agreement dated as of April 1, 2009, by and between the City and U.S. Bank National Association  (the “Paying Agent”), which is on file with the City Clerk (the “Paying Agent Agreement”) is hereby approved, and the Mayor is hereby authorized and directed, for and in the name and on behalf of the City, to execute and deliver the Paying Agent Agreement in substantially said form, with said additions thereto (including the insertion of the maturity dates, principal amounts and interest rates of the Bonds) and changes therein as the Mayor may approve, such approval to be conclusively evidenced by the execution and delivery thereof.  

The Council hereby authorizes the performance by the City of its obligations under the Paying Agent Agreement.  The selection of U.S. Bank National Association, as Paying Agent is hereby approved and ratified.

Section 2.  Approval of Form of Bonds.  The form of Bonds set forth in the form of Exhibit A to the Paying Agent Agreement is hereby approved, and the Mayor and the City Treasurer are hereby authorized and directed to execute the Bonds, and the City Clerk to countersign in the name and on behalf of the City and under its seal and to cause the delivery thereof as provided for below.

Section 3.  Sale and Issuance of Bonds.  The Bonds shall be sold by competitive sale, provided that (a) the true interest cost of the Bonds shall not exceed 6.5%per annum, (b) the principal amount of the Bonds shall not exceed $15,000,000, and (c) the final maturity date of the Bonds shall not be more than thirty 30 years from the date of issuance.  The City Manager, Assistant City Manager - Administrative Services, and the City Treasurer (the “Authorized Officers”) are hereby separately authorized and directed to evidence the City’s acceptance of an offer to purchase the Bonds following competitive bidding pursuant to the Official Notice of Sale relating to the competitive sale of the Bonds (the “Official Notice of Sale”).  The City Council hereby approves the Official Notice of Sale in substantially the form on file with the City Clerk.

Jones Hall, A Professional Law Corporation, as bond counsel to the City, is hereby authorized and directed to cause a Notice of Intention to Sell Bonds, in form and substance acceptable to said firm, to be published once in The Bond Buyer in accordance with Section 53692 of the Government Code.

Section 4. Small Issuer Exemption from Bank Nondeductibility Restriction. The City hereby designates the Bonds for purposes of paragraph (3) of section 265(b) of the Internal Revenue Code of 1986 (the “Code”) and represents that not more than $30,000,000 aggregate principal amount of obligations the interest on which is excludable (under section 103(a) of the Code) from gross income for federal income tax purposes has been or will be issued by the City during calendar year 2009.

Section 5.  Approval of Preliminary and Final Official Statement.  The form of Preliminary Official Statement as presented to this meeting is hereby approved.  The Authorized Officers are hereby authorized and directed, for and on behalf of the City, to execute all certificates necessary to deem final the Preliminary Official Statement as of its date, with the exception of certain final pricing and related information.  The Authorized Officers are hereby authorized and directed, for and on behalf of the City, to execute and deliver the final Official Statement.  The use and distribution of said Preliminary Official Statement and use and distribution of the final Official Statement in connection with the sale of the Bonds is hereby ratified and approved.

Section 6.  Delegation of Authority to Authorized Officers.  The Authorized Officers are hereby authorized and directed to execute, sign and deliver any and all approvals, certificates, statements, requests, requisitions and orders of the City in connection with the sale and issuance of the Bonds, the purchase of the Bonds and the other transactions described herein.  The Authorized Officers may authorize such other officers of the City as they deem appropriate to undertake any of the actions which he is authorized or directed to undertake pursuant hereto.

Section 7.  General Authority.  The officers of the City are hereby authorized and directed, jointly and severally, to do any and all things and to execute and deliver any and all documents which they may deem necessary or advisable in order to consummate the transactions described herein or to otherwise effectuate the purposes of this resolution, including preparing, or causing to be prepared, and executing all appropriate disclosure documents relating to the Bonds and agreements necessary to comply with the disclosure requirements of Rule 15c2-12, as amended, of the Securities and Exchange Commission.  Any such actions previously taken by such officers are hereby ratified and confirmed.

Section 8.  Severability.  If any section, paragraph or provision of this resolution shall be held to be invalid or unenforceable for any reason, such invalidity or unenforceability shall not affect any remaining provisions hereof.

Section 9.  Effective Date.  This resolution shall take effect from and after the date of its passage and adoption.

PASSED, APPROVED AND ADOPTED this 1st day of April, 2009, by the following roll call vote:

AYES:

NOES:

ABSENT:

ABSTAIN:

CITY OF MARTINEZ

Rob Schroder, Mayor
ATTESTED:

Deputy City Clerk
* * * * * *

I HEREBY CERTIFY that the foregoing resolution was duly and regularly passed and adopted by the City Council of the City of Martinez at a regular meeting thereof held on the 1st day of April, 2009 and that the foregoing is a full, true, and correct copy of said Resolution.


RICHARD G. HERNANDEZ, CITY CLERK


CITY CLERK
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