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TO: Office of the City Administrator
ATTN:  Dan Lindheim

FROM: Finance and Management Agency
DATE:  June 9, 2009

RE: Resolution Authorizing and Directing the Sale of Not to Exceed $70,000,000
Aggregate Principal Amount of City of Oakland, General Obligation Bonds
(Series 2009B, Measure DD) and Levying an ad Valorem Tax With Respect
Thereto; Approving the Form of and Authorizing the Execution and Delivery of
a Fiscal Agent Agreement; Approving the Selection of One or More
Underwriters and the Execution of Bond Purchase Contract(s) or a Competitive
Sale; Approving the Form of and Authorizing the Distribution of a Preliminary
Official Statement and Authorizing Execution and Delivery of an Official
Statement; Approving the Retention of Bond Counsel and Other Agents;
Authorizing Payment of Costs of Issuance; and Authorizing Necessary Actions
in Connection Therewith

SUMMARY

The Oakland Trust for Clean Water and Safe Parks (Measure DD) program was implemented by
the City in November 2002 upon receiving voter approval authorizing the City to issue
$198,250,000 in general obligation bonds to preserve and acquire open space, renovate parks,
provide educational and recreation facilities for children, clean up Lake Merritt and restore
Oakland’s creeks, waterfront and estuary. In August 2003, the City issued the first series of
Measure DD general obligation bonds (“Series 2003A”). Series 2003 A bonds financed several
projects which have been completed or are in progress. In order to continue work on these
existing projects and proceed with executing new projects, the City desires to issue the second
series of City of Oakland, General Obligation Bonds (“Series 2009B, Measure DD”). The Series
2009B bonds, or portions thereof, may be issued as taxable Build America Bonds if it is
determined to be feasible and cost-effective.

The proposed resolution has been prepared authorizing and directing the sale of City of
Oakland, General Obligation Bonds (Series 2009B, Measure DD) in an aggregate principal
amount not to exceed $70,000,000 and levying an ad valorem tax; approving the retention of the
financing team; and authorizing all other actions in connection with issuing the bonds.

FISCAL IMPACT

The source of funding for the 2009B general obligation bonds are secured by an ad valorem
property tax. The City is authorized to levy and collect annually each year an ad valorem tax in
an amount sufficient to pay the principal and interest due on the bonds. The par amount of the
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Series 2009B bonds, which includes the costs of issuance, shall be repaid over a term not to
exceed thirty-five years. )

The proceeds from the Series 2009B, Measure DD general obligation bonds will be used to
finance new and existing projects, several of which are currently in or ready for construction.
The total net amount for Series 2009B is approximately $62 million. The cost of issuance will
not exceed 2% of the proceeds. The underwriter’s discount and the interest rates on the bonds
will be determined closer to the pricing date. For a detailed description of the projects, please
refer to the staff report for the Community and Economic Development Agency Committee on
June 9, 2009. The bonds will be issued by July 2009 in order to provide the additional funding
required to execute projects concurrent with their projected timelines.

BACKGROUND

On November 5, 2002 more than two-thirds of the qualified voters of the City approved
“Measure DD”, authorizing the City to issue general obligation bonds in an amount not to exceed
$198,250,000 to provide project funding for the Oakland Trust for Clean Water and Safe Parks
(Measure DD) program. Pursuant to the measure, the City received authorization to use bond
proceeds to finance specific (i) Lake Merritt restoration and water quality improvements; (ii)
estuary waterfront access, parks and clean up; (iii) Lake Merritt to estuary connection (Lake
Merritt Channel); (iv) public recreation facilities; and (v) creeks and waterways restoration
projects.

Subsequent to enacting the Measure DD initiative, on August 6, 2003 the City issued
$71,450,000 City of Oakland General Obligation Bonds (Series 2003A Measure DD), the first of
multiple series of bonds to provide funds to preserve and acquire open space, renovate parks,
provide recreation facilities for children, make improvements related to Lake Merritt and restore
Oakland’s creeks. Issuance of the residual $126,800,000 authorized bonds is determined by
spending requisites.

KEY ISSUES AND IMPACTS

Due to the decreased demand for municipal bond offerings and the scrutiny over credit ratings, a
competitive sale poses potential risks for a successful bond sale. Staff is recommending selling
the bonds on a negotiated basis and executing bond purchase contracts with J.P. Morgan
Securities Inc. and De La Rosa & Co. Given the current conditions of the municipal market, this
will allow the City to effectively issue the bonds by the targeted deadline and minimize the
associated borrowing costs.

Furthermore, the City may possibly issue Build America Bonds if it is determined that an
opportunity for additional cost savings exists. Formed under the American Recovery and
Reinvestment Act of 2009, Build America Bonds are taxable and are intended to reduce
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municipal borrowing costs through Federal subsidies. The City would receive a Federal subsidy
in an amount equal to thirty-five percent of the interest payable on the bonds. Though the taxable
bonds may impose higher yields, the savings from the Federal subsidy would ultimately reduce
the yield paid by the City. Based upon cost analysis and legal counsel, the City may determine to
issue the Bonds, or portions thereof, as taxable Build America Bonds.

SUSTAINABLE OPPORTUNITIES

There is no impact to economic, environmental or social equity opportunities following actions
under this report. :

DISABILITY AND SENIOR CITIZEN ACCESS

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

RECOMMENDATION(S) AND RATIONALE

Staff recommends that the City Council approve this resolution authorizing the issuance of the
Series 2009B, Measure DD general obligation bonds. Proceeds from the sale of the bonds will
provide the appropriate funding that will enable the City to proceed with work on Measure DD
capital improvement projects.
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ACTION REQUESTED OF THE CITY COUNCIL
Staff requests that the City Council approve the resolution authorizing the following actions:

e Sale of the 20098, Measure DD general obligation bonds in an amount not to exceed
$70 million and levying an ad valorem tax;

e Approval of J.P. Morgan Securities Inc. and De La Rosa & Co. as underwriters and
execution of bond purchase contracts with each firm and retention of other agents;

¢ Issuance of the bonds or a portion thereof as Taxable Build America Bonds;

¢ Execution of documents and taking all necessary actions relating to the issuance of
the Series 20098 bonds.

Respectfully submitted,

JOSKPH T.YEWR

Finance Director/ Treasurer

Prepared by:
Katano Kasaine, Treasury Manager
Treasury Department

APPROVED AND FORWARDED TO THE
FINANCE AND MANAGEMENT COMMITTEE:

Dz

—Office of the Clty Administrator
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OAKLAND CITY COUNCIL

RESOLUTION NO. C.M. S.

RESOLUTION AUTHORIZING AND DIRECTING THE SALE OF NOT TO EXCEED
$70,000,000 AGGREGATE PRINCIPAL AMOUNT OF CITY OF OAKLAND GENERAL
OBLIGATION BONDS (SERIES 2009B, MEASURE DD) AND LEVYING AN AD
VALOREM TAX WITH RESPECT THERETO; APPROVING THE FORM OF AND
AUTHORIZING THE EXECUTION AND DELIVERY OF A FISCAL AGENT
AGREEMENT; APPROVING THE SELECTION OF ONE OR MORE UNDERWRITERS
AND THE EXECUTION OF BOND PURCHASE CONTRACT(S) OR A COMPETITIVE
SALE; APPROVING THE FORM OF AND AUTHORIZING THE DISTRIBUTION OF A
PRELIMINARY OFFICIAL STATEMENT AND AUTHORIZING EXECUTION AND
DELIVERY OF AN OFFICIAL STATEMENT; APPROVING THE RETENTION OF
BOND COUNSEL AND OTHER AGENTS; AUTHORIZING PAYMENT OF COSTS OF
ISSUANCE; AND AUTHORIZING NECESSARY ACTIONS [N CONNECTION
THEREWITH '

WHEREAS, the City of Oakland (the “City”) is a municipal corporation and charter city
duly organized and existing under the Constitution and laws of the State of California
and its charter (the “Charter”); and

WHEREAS, pursuant to Ordinance No. 12931 (the “Bond Ordinance”), the City may
issue general obligation bonds by competitive or negotiated sale and with such terms as
are provided in a fiscal agent agreement; and

WHEREAS, the provisions of the Constitution of the State of California, Article 1 of
Chapter 4 of Division 4 of Title 4 (commencing with Section 43600) of the Government
Code of the State of California and other applicable laws of the State of California (the
“‘Bond Act”) authorize local governments to issue bonds secured by a levy of ad valorem
taxes; and

WHEREAS, on November 5, 2002 more than two-thirds of the qualified voters of the
City approved a proposition (“Measure DD”) authorizing the issuance by the City of its
general obligation bonds in an amount not to exceed $198,250,000 to preserve and
acquire open space, renovate parks, provide educational and recreation facilities for
children, clean up Lake Merritt, restore Oakland's creeks, waterfront and estuary, and
provide matching funds to qualify for state and federal fundlng, as further described in
Measure DD (the “Project”); and
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WHEREAS, the City intends to issue general obligation bonds in one or more series
under and pursuant to the Bond Ordinance, the Charter and the Bond Act to pay costs
of the Project; and

WHEREAS, the City may also determine to issue taxabte Build America Bonds (“BABs")
authorized under the American Recovery and Reinvestment Act of 2009; and

WHEREAS, on August 6, 2003, the City issued $71,450,000 City of Oakland General
Obligation Bonds (Series 2003A, Measure DD); and

WHEREAS, the City Council has determined it necessary and desirable to issue an
additional series of bonds pursuant to Measure DD in order to finance additional
portions of the cost of the Project, in an amount not to exceed $70,000,000; now,
therefore be it

RESOLVED, as follows:

Section 1. Conditions Precedent. All conditions, things and acts
reguired by law to exist, to happen and to be performed precedent to and in connection
with the issuance of the City of Oakland, California General Obligation Bonds (Series
2009B, Measure DD) exist, have happened and have been performed in due time, form
and manner, in accordance with applicable law, and the City is now authorized pursuant
to the Charter and applicable law to incur indebtedness in the manner and form
provided in this Resolution, as may be supplemented from time to time.

Section 2.  Issuance of Bonds. The City Council hereby authorizes the
issuance of general obligation bonds of the City which shall be designated the “City of
Oakland Genera! Obligation Bonds (Series 2009B, Measure DD)" (the "Bonds”) in an
aggregate principal amount of not to exceed $70,000,000, subject to the following:

(a)  The Bonds shall have an interest rate not to exceed twelve percent
(12%) (the maximum rate permitted by law) and a term not to exceed thirty-five (35
years; and :

(b) Costs incurred in connection with the issuance of the Bonds
(excluding any cost of credit enhancement) shall not exceed two percent (2%) of the
principal amount of the Bonds. '

Section 3. Form of Bonds. The form of the Bonds, in substantially the -
form attached as Exhibit A to the Fiscal Agent Agreement described below, is hereby
approved and adopted. The City Administrator (the “City Administrator”} is hereby
authorized and directed to approve and to execute the Bonds by manual or facsimile
sighature; and the Clerk of the City (the “City Clerk”) is hereby authorized and directed
to attest, by manual or facsimile signature and to cause the seal of the City to be
reproduced or impressed on the Bonds, with such changes, additions, amendments or
modifications made in accordance with Section 13 hereof.




Section4.  Fiscal Agent Agreement. The form of Fiscal Agent
Agreement (the “Fiscal Agent Agreement”) between the City and the fiscal agent named
therein (the “Fiscal Agent”), in substantially the form on file with the City Clerk, is hereby
approved and adopted. The Finance Director/Treasurer (the “Finance Director”) is
hereby authorized and directed to execute, the City Administrator is hereby authorized
and directed to approve and the City Clerk is hereby authorized to attest to, the Fiscal
Agent Agreement in substantially such form, with such changes, additions, amendments
or maodifications (including but not limited to changes, additions, amendments or
modifications necessary to obtain ratings on the Bonds), as are approved by the
Finance Director 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 Fiscal Agent Agreement.

Section 5. Tax Levy. For the purpose of paying the principal of and
interest on the Bonds as it becomes due, the City Council at the time of fixing the
general tax levy shall levy and collect annually each year an ad valorem tax in an
amount sufficient to pay the principal of and interest on the Bonds when due until all
outstanding Bonds have been paid, or provision for their payment has been made in
accordance with the Fiscal Agent Agreement. Said tax shall be in addition to all other
taxes levied for City purposes and shall be collected at the same time and in the same
manner as other taxes of the City are collected. Finance officers of the City are hereby
authorized and directed to cause such levy and collection of ad valorem taxes to occur
and take such actions as may be required to cause the County of Alameda to levy and
collect such ad valorem taxes on behalf of the City.

Pursuant to this Resolution, the City hereby pledges as security for the
Bonds and the interest thereon, the proceeds of said ad valorem tax. The Finance
Director is hereby directed to transfer the proceeds of the aforementioned tax to the
Fiscal Agent for deposit into the Debt Service Account established under the Fiscal
Agent Agreement. Such fund or funds shall be kept separate and apart from all other
funds. So long as any of the Bonds are outstanding, moneys in said funds shall be
used solely for the purpose of paying the principal of and interest on the Bonds as such
principal and interest shall become due and payable; provided, however, that when all
-of the principal and interest on all of the Bonds has been paid, any balance of money
" then remaining in said funds shall be transferred by the Fiscal Agent to the City for
deposit into the General Fund of the City.

Section 6.  Appointment of Depositories and Other Agents. The
Finance Director is hereby authorized and directed to appoint from time to time one or
more depositories for the Bonds, as s/he may deem desirable.

The Finance Director is hereby also authorized and directed to appoint
from time to time one or more agents, as sthe may deem necessary or desirable. To
the extent permitted by applicable law, and under the supervision of the Finance
Director, such agents may serve as paying agent, fiscal agent or registrar for the Bonds,
or financial printer or may assist the Finance Director in performing any or all of such
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functions and other duties as the Finance Director shall determine. Such agents shail
serve under such terms and conditions as the Finance Director shall determine. The
Finance Director may remove or replace agents appointed pursuant to this section at
any time.,

Section 7. Authorization of Method of Sale. The Finance Director is
hereby authorized and directed to determine the method of sale of the Bonds. In the
event the Finance Director determines to sell the Bonds by negotiated sale, the Finance
Director is hereby authorized to select one or more underwriters and to arrange for the
sale of the Bonds by negotiated sale pursuant to one or more bond purchase contracts,
which contract(s) shall be in such form as the Finance Director shall determine upon
consultation with the City Attorney. The Finance Director has conducted a selection
process for underwriters based on a request for proposals and has preliminarily
selected J.P. Morgan Securities Inc. and E.J. De La Rosa & Co., Inc. as underwriters of
the Bonds (together the “Underwriters”). The Finance Director's selection of the
Underwriters is hereby ratified and approved.

In the event the Finance Director determines to issue the Bonds by
competitive sale, the Finance Director is authorized to establish a date, time and place
to receive bids for the purchase of the Bonds as described in and subject to the terms
and conditions of the Official Notice of Sale (described below). The Finance Director is’
authorized to receive bids for the purchase of the Bonds and to award such Bonds to
the bidder whose bid for the Bonds results in the lowest true interest cost to the City, all
in accordance with and determined by the procedures described in the Official Notice of
Sale, as approved by the Finance Director, whose approval shall be evidenced by
executing a counterpart of the final Official Notice of Sale.

Section 8.  Notice of Sale. In the event the Finance Director determines
to issue the Bonds by competitive sale, the Finance Director is hereby authorized to
approve, upon consultation with the City Attorney, an Official Notice of Sale and Bid
Form (the “Official Notice of Sale”) inviting bids for the Bonds, adopted with such
changes, additions, amendments or modifications as may be made in accordance with
Section 14 hereof.

Section 9.  Notice of Intention to Sell. In the event the Finance Director
determines to issue the Bonds by competitive sale, the City Clerk is hereby authorized
to cause to be published a Notice of Intention describing the Bonds, no later than five
days prior to the sale date, in a form as approved by the Finance Director.

Section 10. Official Statement. The Finance Director is hereby
authorized and directed, in consultation with the City Attorney, to prepare a preliminary
official statement for the Bonds authorized by this Resolution. The form of proposed
preliminary official statement (the “Preliminary Official Statement”), 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 14 hereof. The Finance Director is hereby authorized
to cause the distribution of a Preliminary Official Statement for the Bonds deemed final
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by this City Council for purposes of Rule 15¢2-12 of the Securities and Exchange Act of
1934, as amended, and the City Administrator and the Finance Director are each
separately authorized to execute a certificate to that effect. The City Administrator and
the Finance Director are each separately authorized and directed to sign a final Official
Statement for the Bonds. The Finance Director is hereby authorized and directed to
cause to be printed and mailed to prospective bidders of the Bonds copies of the
Preliminary Official Statement and the final Official Statement.

Section 11. Build America Bonds. The Bonds are authorized to be
issued as bonds the interest on which is excluded from gross income for Federal
income tax purposes (“Tax-Exempt Bonds”), or as bonds the interest on which is
included in gross income for Federal income tax purposes (“Taxable Bonds"), including,
without limitation, bonds as described in the American Recovery and Reinvestment Act
of 2009, or in part as Tax-Exempt Bonds and in part as Taxable Bonds. The Finance
Director shall determine whether to issue the Bonds, or portions thereof, as Tax-Exempt
Bonds or Taxable Bonds based upon consultation with the City Attorney, Co-Bond
Counsel (hereinafter defined) and the Financial Advisor (hereinafter defined).

Section 12. Appointment of Co-Bond Counsel, Disclosure Counsel and
Financial Advisor. The retention of the law firms of Hawkins Delafield & Wood LLP and
Curls Bartling P.C. as co-bond counsel to the City (“Co-Bond Counsel”) and Law Offices
of Alexis S. M. Chiu as disclosure counsel to the City (“Disclosure Counsel”) in
connection with the issuance of the Bonds is hereby approved. The City Aftorney is
hereby authorized to negotiate and execute contractual agreements with Co-Bond
Counsel and Disclosure Counsel in connection with the issuance of the Bonds.

The retention of the firm of Public Resources Advisory Group as financial advisor
to the City (the “Financial Advisor”) on this issuance is hereby approved. The Finance
Director is hereby authorized to negotiate and execute contractual agreements with the
Financial Advisor in connection with the issuance of the Bonds.

Section 13. Payment of Costs of Issuance. The Finance Director is
hereby authorized and directed to pay, or cause to be paid on behalf of the City, the
costs of issuance associated with the Bonds. The Finance Director is also authorized to
require that the Underwriters of the Bonds pay certain costs of issuance in connection
with the purchase of such Bonds.

Section 14. Modlﬂcatlon to Documents. Any City official authorized by
this Resolution to execute any document is hereby further authorized, in consultation
with the Finance Director 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 be consistent with the parameters of
Section 2 hereof). The approval of any change, addition, amendment or modification to
any of the aforementioned documents shall be evidenced conclusively by the execution
and delivery of the document in question.




Section 15. Ratification. All actions heretofore taken by the officials,
employees and agents of the City with respect to the sale and issuance of the Bonds
are hereby approved, confirmed and ratified.

Section 16. General Authority. The Mayor, the City Administrator, the
Finance Director, the City Clerk, and any other officials of the City and their duly
authorized deputies and agents 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 and
execute and deliver any and all certificates, agreements and other documents including
a Continuing Disclosure Certificate, a Tax Certificate, letters of representation to any
depository for the Bonds, which they, or any of them, may deem necessary or advisable
in order to consummate the fawful issuance and delivery of the Bonds, and to effectuate
the purposes thereof and of the documents herein approved in accordance with this
Resolution.

The Finance Director may designate in writing one or more finance or
administrative officers of the City to perform any act that such Finance Director is
authorized by this Resolution to perform.

Section 17. Effective Date. This Resolution shall take effect immediately
upon its passage.

~In Council, Qakland, California, , 2009

PASSED BY THE FOLLOWING VOTE:;

AYES: - BROOKS, DE LA FUENTE, KAPLAN, KERNIGHAN, NADEL, QUAN, REID, AND
PRESIDENT BRUNNER

NOES -
ABSENT -

ABSTENTION -

ATTEST:

LATONDA SIMMONS
City Clerk and Clerk of the Council
of the City of Oakland, Caiifornia



