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Office ofthe City Manager 
William E. Noland 
Financial Services Agency 
December 16,2003 
RESOLUTION OF THE CITY OF OAKLAND APPROVING ISSUANCE AND 
SALE OF CERTIFICATES OF PARTICIPATION TO FINANCE A QUALIFIED 
ZONE ACADEMY PROGRAM AND APPROVING RELATED DOCUMENTS 
AND ACTIONS FOR THE OAKLAND SCHOOL FOR THE ARTS 

SUMMARY 

The City of Oakland (the “City”) has been requested by the Oakland School for the Arts (the 
“OSA”) to assist in the issuance of Certificates of Participation (the “COPs”) to finance a 
Qualified Zone Academy Bond Program (QZAB) in the amount of $811,000. The proceeds 
from the QZAB will be used to finance the acquisition and construction of a temporary campus 
and other improvements. 

FISCAL IMPACTS 

The QZAB program will allow the OSA to access interest-free financing through the use of 
private-sector tax incentives. This is possible because the purchaser of QZAB debt receives a tax 
credit from the federal government instead of receiving interest payments from the school. The 
repayment of the QZABs would be made to the investor. 

There is no impact on the City’s finances. The COPs issued for the QZAB program would not 
be an obligation of the City; their sole security would be pledged revenues from the OSA. 
Neither the faith and credit nor the taxing power of the City of Oakland is pledged to the 
payment of the COPs. 

BACKGROUND 

Oakland School for the Arts is a public charter high school chartered by the Oakland Unified 
School District in May 2000. The School was separately incorporated shortly thereafter and 
received its 501(c)(3) federal exemption determination in October 2001. The mission of OSA is 
to provide students with intensive pre-professional training in the arts, while maintaining high 
academic standards within a college-preparatory curriculum. As a public charter school, OSA is 
eligible to receive state and local funds. 

Ultimately serving approximately 400 students in grades 9-12, OSA opened its doors to 100 9* 
graders in September 2002. The school will develop in phases, adding a new 9th grade class of 
100 students each year until OSA is fully matriculated. 
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KEY ISSUES AND IMPACTS 

On November 19, 2003, the California Department of Education (CDE) notified the OSA that 
the San Francisco Unified School District had decided not to issue QZAB Program COPs. As a 
result, money has become available to fund the OSA’s projects. However, because this 
allocation of funds comes from the 2000-2001 authorization by the CDE, the QZAB COPs must 
be issued no later than December 3 1,2003, and no extension of time can be given. 

In order to facilitate the transaction, the City proposes entering into a lease agreement for the 
improvements for OSA to secure repayment of the Certificates of Participation (the “COPs”). 
The COPs are special limited obligations payable solely from and secured by a pledge of lease 
payments from the OSA to the City under the Lease Agreement. 

SUSTAINABLE OPPORTUNITIES 

Economic: 

Environmental: There are no environmental opportunities associated with the transaction. 

Social Equity: More monies will be available for services to disadvantaged areas, and enhanced 

The issuance of the COPs will result have no economic impact on the City 

recreational, art or social venues. 

DISABILITY AND SENIOR CITIZEN ACCESS 

There is no impact to disability or senior citizen access following actions under this report 

RECOMMENDATIONS AND RATIONALE 

Staff recommends that the City approve a resolution authorizing the issuance and sale of the 
COPs to finance the Qualified Zone Academy Bond Program. These actions will allow OSA to 
finance the acquisition and construction of a temporary campus and other improvements. Staff 
also recommends that the Agency engage the following financing team members to complete the 
transaction: Jones Hall as Bond Counsel; and Stone and Youngberg LLC as placement agent. 

ACTION REQUESTED OF THE CITY COUNCIL 

In order to proceed with this financing, Council will need to approve the resolution to authorize 
the issuance of the Certificates of Participation to finance the Qualified Zone Academy Program. 
Also, it is requested that Council approve the appointment of the financing team members. 

It is expected that the transaction will close by December 3 1,2003. All documents referred to in 
this staff report are on file in the Office of the City Clerk. 
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spectfull s mitted, w 
Interim Director, Finance and Management Agency 

Prepared by: 

Joseph T. Yew, Jr. 
Treasury Manager 

APPROVED AND FORWARDED TO THE 
CITY COUNCIL 

M- 
OFFICE OF THE CITY AN GER 
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APPROVED AS TO FORM AND LEGALIW 

INTRODUCED BY COUNCILMEMBER - 
~ CITYA~~ORNEY 

RESOLUTION OF APPROVING THE ISSUANCE AND SALE OF 
CERTIFICATES OF PARTICIPATION TO FINANCE A QUALIFIED ZONE 
ACADEMY PROGRAM AND APPROVING RELATED DOCUMENTS AND 
ACTIONS FOR THE OAKLAND SCHOOL OF THE ARTS 

WHEREAS, the City of Oakland (the "City") has been requested by the Oakland 
School for the Arts ("School for the Arts") to issue on its behalf a qualified zone 
academy bond (as defined in Section 1397E of the Internal Revenue Code of 1986, as 
amended) to finance acquisition and construction of school facilities, including, without 
limitation, costs of demolition, architectural and engineering services, and temporary 
school facilities (collectively, the "Improvements"); and 

WHEREAS, the School for the Arts has applied for and received from the 
California Department of Education an allocation of Qualified Zone Academy Bond 
("QZAB") authority in the amount of $81 1,000 to assist in financing the Improvements; 
and 

WHEREAS, the QZAB program provides zero-interest financing for capital 
projects because the purchaser of QZAB debt receives a tax credit from the federal 
government instead of receiving interest payments from the school; and 

WHEREAS, the City desires to execute and deliver certificates of participation 
("Certificates") and related documents to finance the Improvements; and 

WHEREAS, upon issuance of the Certificates, the School for the Arts will repay 
the COPS by making annual payments into an escrow account: and 

WHEREAS, amounts on deposit in the escrow account will earn interest until the 
$81 1,000 principal amount of the Certificates becomes due and payable; and 

WHEREAS, costs of issuance associated with delivering the Certificates will be 
deducted from the $81 1,000; and 

WHEREAS, the City will select a national banking association, insurance 
company or corporation actively involved in the business of lending money to purchase 
the Certificates from the City; and 
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WHEREAS, all conditions, things and acts required by law to exist, to happen and 
to be performed precedent to and in connection with the execution, sale and delivery of the 
Certificates exist, have happened and been performed in due time, form and manner, in 
accordance with applicable law 

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY 
OF OAKLAND, AS FOLLOWS: 

Section 1. Recitals. The City does hereby find and declare that the above 
recitals are true and correct and that the lease of the Improvements (and the sublease 
to the City), the execution, sale and delivery of the Certificates are proper public 
purposes. 

Section 2. Execution, Sale and Delivew of 2003 Series A Certificates. The City 
Council hereby authorizes the execution, sale and delivery of the 2003 Series A 
Certificates in an aggregate principal amount of not to exceed of $81 1,000 and shall not 
bear any interest. 

Section 3. Trust Aqreement. The form of Trust Agreement (the "Trust 
Agreement") among the City, the School for the Arts and the trustee named therein (the 
"Trustee") in substantially the form on file with the City Clerk, is hereby approved and 
adopted. The City Manager and the Director of the Finance and Management Agency are 
each separately hereby authorized and directed to execute and the City Clerk is hereby 
authorized to attest to, the Trust Agreement in substantially such form, with such changes, 
additions, amendments or modifications which are approved by the Director of the Finance 
and Management Agency, in consultation with the City Attorney (the "City Attorney"), in the 
interest of the City, such approval to be conclusively evidenced by said execution. The 
City hereby agrees to comply with, or cause to be complied with, all covenants of the City 
set forth in the Trust Agreement. 

Section 4. Lease Aqreement. The form of Lease Agreement (the "Lease 
Agreement") between the City and the School for the Arts, in substantially the form on file 
with the City Clerk, is hereby approved and adopted. The City Manager and the Director 
of the Finance and Management Agency are each separately hereby authorized and 
directed to execute and the City Clerk is hereby authorized to attest to, the Agreement in 
substantially such form, with such changes, additions, amendments or modifications 
(including but not limited to changes, additions, amendments or modifications necessary to 
obtain ratings on the 2003 Series A Certificates), which are approved by the Director of the 
Finance and Management Agency, in consultation with the City Attorney, in the interest of 
the City, such approval to be conclusively evidenced by said execution. The City hereby 
agrees to comply with, or cause to be complied with, all covenants of the City set forth in 
the Lease Agreement. 

Section 5. Certificate Purchase Aqreement. The form of Certificate Purchase 
Agreement (the "Certificate Purchase Agreement") among the City, the School for the Arts 
and the purchaser named therein, in substantially the form on file with the City Clerk, is 
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hereby approved and adopted. The City Manager and the Director of the Finance and 
Management Agency are each separately hereby authorized and directed to execute and 
the City Clerk is hereby authorized to attest to, the Certificate Purchase Agreement in 
substantially such form, with such changes, additions, amendments or modifications, 
which are approved by the Director of the Finance and Management Agency, in 
consultation with the City Attorney, in the interest of the City, such approval to be 
conclusively evidenced by said execution. The City hereby agrees to comply with, or 
cause to be complied with, all covenants of the City set forth in the Certificate Purchase 
Agreement. 

Section 6. Private Placement Memorandum. The Director of the Finance and 
Management Agency is hereby authorized and directed, in consultation with the City 
Attorney, to prepare a private placement memorandum for the 2003 Series A Certificates 
authorized by this Resolution. The form of proposed private placement memorandum (the 
"Private Placement Memorandum"), in substantially the form presented to this City 
Council, and on file with the City Clerk, is hereby approved and adopted with such 
changes, additions, amendments or modifications as may be made in accordance with 
Section 9 hereof. The City Manager and the Director of the Finance and Management 
Agency are each separately hereby authorized and directed to cause to be distributed to 
the purchaser of the 2003 Series A Certificates copies of the Private Placement 
Memorandum. 

Section 7. Appointment of Special Counsel and Other Aaents. The retention of 
the law fim of Jones Hall as special counsel to the City in connection with the execution, 
sale and delivery of the 2003 Series A Certificates is hereby approved. The City Attorney 
is hereby authorized to negotiate and execute contractual agreements with Jones Hall in 
connection with the execution, sale and delivery of the 2003 Series A Certificates. 

The City Manager and the Director of the Finance and Management Agency are 
hereby authorized to retain such other agents as they deem necessary to effect the 
execution, sale and delivery of the Certificates, including, but not limited to, undelwriters 
and a trustee. 

Section 8. Payment of Costs of Issuance. The Director of the Finance and 
Management Agency is hereby authorized and directed to pay, or cause to be paid on 
behalf of the City, the costs of issuance associated with the 2003 Series A Certificates. 

Section 9. Modification to Documents. Any City official authorized by this 
Resolution to execute any document is hereby further authorized, in consultation with the 
Director of the Finance and Management Agency and the City Attorney, to approve and 
make such changes, additions, amendments or modifications to the document or 
documents the official is authorized to execute as may be necessary or advisable 
(provided that such changes, additions, amendments or modifications shall not authorize 
an aggregate principal amount of 2003 Series A Certificates in excess of $81 1,000). The 
approval of any change, addition, amendment or modification to any of the aforementioned 
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documents shall be evidenced conclusively by the execution and delivery of the document 
in auestion. 

Section 10. Official Action. The City Manager, the Director of the Finance and 
Management Agency, and any and all other officers of the City are hereby authorized 
and directed, for and in the name and on behalf of the City, to do any and all things and 
take any and all actions, including execution and delivery of any and all subleases, sub- 
subleases, assignments, certificates, notices, consents, instruments of conveyance, 
warrants and other documents, which they, or any of them, may deem necessary or 
advisable in order to consummate the execution and delivery of the Certificates. 

Section 11.  Ratification. All actions heretofore taken by the officials, employees 
and agents of the City with respect to the execution, sale and delivery of the 2003 Series A 
Certificates are hereby approved, confirmed and ratified. 

In Council, Oakland, California, December _, 2003 passed by the following vote: 

AYES- 

NOES- 

ABSENT- 

ABSTENTION- 

BROOKS, BRUNNER, CHANG, NADEL, QUAN, REID, WAN AND PRESIDENT DE LA FUENTE 

ATTEST: 
CEDA FLOYD 

City Clerk and Clerk of the Council 
of the City of Oakland, California 
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