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TO: | Office of the City Administrator/

Executive Director of the Oakland Joint Powers Financing Authority
ATTN:  Deanna Santana
FROM: Finance and Management Agency
DATE:  November 29, 2011

RE: Resolution Authorizing The Issuance And Sale Of The Not-To-Exceed $95,000,000
Aggregate Principal Amount Of City Of Oakland General Obligation Refunding
Bonds, Series 2012; Prescribing The Terms Of Sale Of Said Bonds; Approving The
Form Of And Authorizing The Execution And Delivery Of A Fiscal Agreement,
Escrow Agreement, Continuing Disclosure Certificate And Bond Purchase Contract;
Approving The Form Of And Authorizing The Distribution Of A Preliminary Official
Statement And Authorizing The Execution And Delivery Of An Official Statement;
And Authorizing Necessary Actions Related Thereto

SUMMARY

The proposed resolution has been prepared to seek authorization for the following actions from
City Council: :

1) Authorize the issuance and sale of the City of Oakland General Obligation Refunding
Bonds, Series 2012 (the “Refunding Bonds™) and prescribing the terms of sale; and

2) Authorize execution of all documents and the taking of all necessary actions relating to
the refunding of the 2002A Bonds and 2003 A General Obligation Bonds.

The City anticipates debt service savings through the refunding and restructuring of two general
obligation bonds, Series 2002A, Measure G (the “2002A Bonds™) which was to provide funds
for the Oakland Museum of California, the Oakland Zoo, and the Chabot Space and Science
Center and Series 2003A, Measure DD (the “2003A Bonds™) for the acquisition, construction
and improvement related to Lake Merritt, Lake Merritt Channel, the Estuary and creeks in
Oakland. Since long-term interest rates are still historically low, restructuring will result in
savings that will benefit Oakland property owners through a property tax rate reduction.

Based upon market conditions as they existed on November 2, 2011, the refunding would
generate approximately $4.03 million or 5.92% in present value savings which 1s approximately
$0.70 per $100,000 in assessed valuation.
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FISCAL IMPACT

The refunding of all or a portion of the 2002A Bonds and the 2003A Bonds will result in savings
by reducing debt service costs; these savings will be passed through to property owners through
a property tax rate reduction estimated at $0.70 per $100,000 of assessed value (based on market
conditions as of November 2, 2011). Currently, the average assessed value for a home in
Qakland is $258,256; this average-value property would see a tax savings of $1.81 per year.
Citywide, taxpayers will realize a total savings of approximately $300,000 annually through FY
2028 and thereafter approximately $183,000 through FY 2032,

BACKGROUND

The City anticipates refunding all or part of the outstanding general obligation bonds briefly
described below: -

% Series 2002A, Measure G General Obligation Refunding

On March 5, 2002, voters approved Measure G in the amount of $59,000,000 to acquire,
renovate, improve, construct and finance existing and additional educational facilities for
the Oakland Museum of Califomia, the Oakland Zoo and the Chabot Space & Science
Center. In 2002, the City issued the first series of Measure G General Obligation bonds in
the amount of $38,000,000; of this amount, $32,735,000 1s outstanding. The interest rates
on the bonds range from 3.75% - 5.00% with a final maturity on January 15, 2032.

% Series 2003A, Measure DD General Obligation Refunding

On November 5, 2002, voters approved Measure DD in the amount of $198,250,000 to
provide funds to acquire and construct water quality improvements for and related to
Lake Merritt, Lake Merritt Channel, the Estuary and creeks in Qakland; improve,
renovate and construct youth and public recreational facilities; rehabilitate and acquire
parks, open space and other recreational, safety and maintenance facilities; and provide
safe public access to Lake Merritt, Lake Merritt Channel and the Estuary. In 2003, the
City issued the first phase of the Measure DD bonds in the amount of $71,450,000; of
this amount, $58,720,000 is outstanding. The interest rates on the bonds range from
2.50% - 5.00% with a final maturity on January 15, 2033.

KEY ISSUES AND IMPACTS

Refunding Structure

In an effort to find ways to restructure and reduce existing annual debt service obligations either
to the City or to property owners, the Treasury Division has been reviewing refunding
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opportunities on all of the City’s outstanding debt. Given the continued favorable interest rate
market, refunding all or a portion of 2002A Bonds and 2003 A Bonds will generate debt service
savings of approximately $4.03 million or 5.92% of the refunded bonds. The industry standard
for undertaking a refunding of bonds is a net present value savings of 3% or greater.

The transaction is being structured as a fixed rate bond issue. The Refunding bonds wi}] be
issued as current interest refunding bonds and the maximum nominal interest rate on the
Refunding Bonds will not exceed eight percent per ammum (8%). The Refunding Bonds will be
sold through a negotiated bid process due to time constraints and to provide structuring
flexibility in this volatile market environment. In addition, if it is feasible, the Refunding Bonds
will be sold as one consolidated issue, rather than two, thereby reducing the overall costs of
borrowing. The debt service on the Refunding Bonds w1ll be supported by property taxes, as
prewously approved by Oakland voters.

It is expected that the transaction will close on or before January 15, 2012, All documents
referred to in this staff report shall be placed on file in the Office of the City Clerk.

SUSTAINABLE OPPORTUNITIES

Economic: The refunding will result in savings by reducing debt service costs; these savings
will be passed through to the individual taxpayer through a property tax rate reduction. The
refunding would generate a total of approximately $4.03 million in present value savings, or
5.92% of the amount of the refunded bonds. Also, this will reduce the tax levy on real property
by an estimated $0.70 per $100,000 in assessed valuation.

Environmental: There are no impacts to environmental opportunities associated with this
report.

Sacial Equity: There are no impacts to social equity opportunities associated with this report.
DISABILITY AND SENIOR CITIZEN ACCESS

There is no impact to disability or senior citizen access associated with this report.
RECOMMENDATION(S) AND RATIONALE

In order to accomplish the refunding, staff recommends that the City Council approve the
resolution authorizing the issuance and sale of the Refunding Bonds and approving and

- authorizing the execution and delivery of a Fiscal Agent Agreement, Escrow Agreement,
Continuing Disclosure Certificate, Bond Purchase Contract, Official Statement and all necessary
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actions relating to the refunding of the 2002A Bonds and 2003A Bonds. These actions will
restructure existing debt.

ACTION REQUESTED OF THE CITY COUNCIL

A resolution has been prepared to seck immediate authorization for the following actions from
City Council:

1) Issuance and sale of the City of Qakland General Obligation Refunding Bonds, Series
2012 (the “Refunding Bonds™) and prescribing the terms of sale; and

2) Execution of all documents and the taking of all necessary actions relating to the
refunding of the 2002A Bonds and 2003A Bonds.

Respectfully submitted,

JOSEPH T.YEW, Xﬁ
Finand¢ Director/CityN rdasurer

Prepared by:
Katano Kasaine, Treasury Manager
Treasury Divisien

APPROVED AND FORWARDED TO THE
FINANCE AND MANAGEMENT COMMITTEE:
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RESOLUTION AUTHORIZING THE ISSUANCE AND SALE OF NOT TO
EXCEED $95,000,000 AGGREGATE PRINCIPAL AMOUNT OF CITY OF
OAKLAND GENERAL OBLIGATION REFUNDING BONDS, SERIES
2012; PRESCRIBING THE TERMS OF SALE OF SAID BONDS;
APPROVING THE FORM OF AND AUTHORIZING THE EXECUTION
AND DELIVERY OF A FISCAL AGENT AGREEMENT, ESCROW
AGREEMENT, CONTINUING DISCLOSURE CERTIFICATE AND
BOND PURCHASE CONTRACT; APPROVING THE FORM OF AND
AUTHORIZING THE DISTRIBUTION OF A PRELIMINARY OFFICIAL
STATEMENT AND AUTHORIZING THE EXECUTION AND DELIVERY
OF AN OFFICIAL STATEMENT; AND AUTHORIZING NECESSARY
ACTIONS RELATED THERETO

WHEREAS, this City Council of the City of Qakland (the “City”) has heretofore
issued or caused to be issued its “City of Oakland General Obligation Bonds (Series 2002A,
Measure G)” (the “2002 Bonds™) in the aggregate principal amount of $38,000,000, of which
$32,735,000 remain outstanding, and its “City of Oakland General Obligation Bonds (Series
2003A, Measure DD) (the “2003A Bonds” and, together with the 2002 Bonds, the “Prior
Bonds™) in the aggregate principal amount of $71,450,000, of which $58,720,000 remain
outstanding;

WHEREAS, pursuant to Articles 9 and 11 of Chapter 3 of Part 1 of Division 2 of
Title 5 of the California Government Code (the “Government Code™), the City is authorized to
issue general obligation bonds to refund all or a portion of the Prior Bonds if the City Council
determines that prudent management of the fiscal affairs of the City requires the issuance of such
refunding bonds, and if the total net interest cost to maturity on the refunding bonds plus the
principal amount of the refunding bonds does not exceed the total net interest cost to maturity of
the Prior Bonds plus the principal amount of the Prior Bonds;

WHEREAS, this City Council determines that prudent management of the fiscal
affairs of the City requires the issuance of City of Qakland General Obligation Refunding Bonds,
Series 2012 (the “Refunding Bonds™) for the purpose of refunding all or a portion of the Prior
Bonds according to the terms and in the manner hereinafter set forth; and

WHEREAS, there have been submitted and are on file with the Clerk of this City
Counml (the “Clerk”) proposed forms of a fiscal agent agreement, tentatively dated as of January
1, 2012 (the “Fiscal Agent Agreement”), by and between the City and The Bank of New York
Mellon Trust Company, N.A., as fiscal agent (the “Fiscal Agent”); an escrow agreement,
tentatively dated as of January 1, 2012 (the “Escrow Agreement”), by and between the City and
The Bank of New York Mellon Trust Company, N.A., as escrow agent (the “Escrow Agent™); a
continuing disclosure certificate, tentatively dated as of January 1, 2012 (the “Continuing
Disclosure Certificate™); an official statement (the “Official Statement™); and a bond purchase
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Disclosure Certificate™); an official statement (the “Official Statement”); and a bond purchase
contract (the “Bond Purchase Contract”), by and among the City, Citigroup Global Markets Inc.
and Loop Capital Markets LLC, as underwriters of the Refunding Bonds (collectively, the
“Underwriters”), all with respect to the Refunding Bonds proposed to be 1ssued and sold;

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of
Qakland as follows:

Section 1. Recitals. All of the above recitals are true and correct.

Section 2. Authorization of Refunding Bonds and of Redemption of Prior
Bonds:; Application of Proceeds of Sale. This City Council hereby authorizes the sale and
issuance of one or more series of refunding bonds of the City designated as the “City of Oakland
General Obhgation Refunding Bonds, Series 2012” (hereinafter referred to as the “Refunding
Bonds”) in an aggregate principal amount not to exceed ninety-five million dollars
($95,000,000), which amount shall be finally determined by the City Administrator, the Finance
Director/Treasurer of the City, the Treasury Manager of the City or such other officer of the City
designated by the City Administrator in wrifing (each such officer being hereinafter referred to as
an “Authorized Representative”) in accordance with Section 3 hereof and the general laws of the
State of Califomia.

Proceeds from the sale of the Refinding Bonds are hereby authorized to be
applied only as permitted by Article 9 of Chapter 3 of Part 1 of Division 2 of Title 5 of the
Government Code, including to acquire escrow securities or otherwise to pay or provide for
payment of the principal of the Prior Bonds upon redemption thereof; to pay all expenses
incident to the calling, retiring or paying of the Prior Bonds and the issuance of the Refunding
Bonds, including charges of the Fiscal Agent in connection with the issuance and payment of the
Refunding Bonds; charges of the Escrow Agent in connection with the redemption of the Prior
Bonds; interest upon the Prior Bonds from the dated date of the Refiinding Bonds to the maturity
or earlier redemption date of the Prior Bonds; any premium payable upon the redemption of the
Prior Bonds; and the costs of any bond insurance or other credit enhancement with respect to the
Refunding Bonds.

Section 3. Terms of the Refunding Bonds. The Refunding Bonds shall be
issued as current interest refunding bonds. The maximum nominal interest rate on the Refunding
Bonds shall not exceed 8% per annum, payable as described in the Fiscal Agent Agreement
referred to in Section 4 hereof The Refunding Bonds shall mature on.a date or dates, in such of
the years, and concluding no later than the final maturity of the Prior Bonds, as shall be specified
in the Bond Purchase Contract described in Section 6 hereof.

The aggregate principal amount of Refunding Bonds, the date thereof, the
maturity dates, principal amounts and annual rates of interest of each maturity thereof, the initial
and semiannual interest payment dates thereof, and the terms of optional and mandatory sinking
fund redemption thereof, shall be as specified in the Bond Purchase Contract. All other terms of
the Refunding Bonds required by Sections 53553 and 53554 of the Government Code and not
otherwise specified herein shall be as specified in the Fiscal Agent Agreement.
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Section 4. Fiscal Agent Agreement. The form of the Fiscal Agent
Agreement, in substantially the form on file with the Clerk, is hereby approved and authorized.
The Authorized Representative is hereby authorized and directed to execute and deliver an
instrument in substantially said form, completed with terms as shall be agreed to by the
Authorized Representative in accordance with this Resolution, and with such other additions,
changes or modifications therein as the Authorized Representative, upon consultation with legal
counsel, may require or approve, such approval to be conclusively evidenced by the execution
and delivery thereof

Section 5. Escrow_ Agreement. The form of Escrow Agreement, in
substantially the form on file with the Clerk, is hereby approved and authorized. The Authorized
Representative is hereby authorized and directed to execute and deliver an instrument in
substantially said form, completed with terms as shall be agreed to by the Authorized
Representative in accordance with this Resolution, and with such other additions, changes or
modifications therein as the Authorized Representative, upon consultation with legal counsel,
may require or approve, such approval to be conclusively evidenced by the execution and
delivery thereof

Section 6. Official Statement. The form of Official Statement relating to the
Refunding Bonds, in substantially the form on file with the Clerk, is hereby approved, with such
changes, additions and modifications therein as the Authorized Representative, upon consultation
with legal counsel, may require or approve, such approval to be conclusively evidenced by the
execution and delivery thereof The Authorized Representative is hereby authorized to certify
that the preliminary form of the Official Statement was deemed final as of its date within the
meaning of Rule 15¢2-12 (the “Rule”) promulgated under the Securities Exchange Act of 1934
(except for the omission of certain final pricing, rating and related information as permitted by
the Rule). The Underwriters are hereby authorized to prepare and distribute copies of such
Official Statement in preliminary form to persons who may be interested in purchasing the
Refunding Bonds. The Authorized Representative is hereby authorized and directed to sign the
Official Statement in its final form, including the final pricing information, and to fumish the
Underwriters with copies thereof, and the Underwriters are hereby authorized and directed to
deliver copies of such Official Statement in final form to subsequent putchasers of the Refunding
Bonds.

Section 7. Continuing Disclosure Certificate. - The form of Continuing
Disclosure Certificate, in substantially the form on file with the Clerk, 1s hereby approved and
authorized. The Authorized Representative is hereby authorized to execute an instrument in
substantially said form, completed with terms as shall be agreed to by the Authorized
Representative in accordance with this Resolution, and with such, additions, changes or
modifications therein as the Authorized Representative, upon consultation with legal counsel,
may require or approve, such approval to be conclusively evidenced by the execution and
delivery thereof The City hereby covenants and agrees that it will comply with and carry out all
of the provisions of such Continuing Disclosure Certificate as finally executed and delivered.

Section 8. Bond Purchase Contract; Sale of Refunding Bonds. The Bond
Purchase Contract, in substantially the form on file with the Clerk, is hereby approved and
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adopted as the contract for purchase and sale of the Refunding Bonds. The Authorized
Representative is hereby authorized and directed to execute and deliver an instrument in
substantially said form, completed with terms as the Authorized Representative shall have agreed
to in accordance with this Resolution, and with such other additions, changes or modifications
therein as the Authorized Representative, upon consultation with legal counsel, may require or
approve, such approval to be conclusively evidenced by the execution and delivery thereof;
provided, however, that (1) the total net interest cost to maturity on the Refunding Bonds plus the
aggregate principal amount of the Refunding Bonds shall be less than the total net interest cost to
maturity on the Prior Bonds plus the aggregate principal amount of the Prior Bonds; (ii) the
Underwriters” discount shall not exceed .6% of the aggregate principal amount of the Refunding
Bonds; and (iii) the Refunding Bonds shall otherwise conform to the limitations specified herein
and imposed by the general laws of the State of Califomia.

Section 9. Appointment of Bond Counsel and Financial Advisor. The
appointment of Orrick, Herrington & Sutcliffe LLP as bond counsel and disclosure counsel (the
“Bond Counsel”), and the appointment of First Southwest Company as financial advisor (the
“Financial Advisor™), each with respect to the Refunding Bonds, is hereby reaffirmed.

Section 10.  Authorization of Further Actions. (a) The Underwriters, Bond
Counsel, Financial Advisor and the appropriate City officials are hereby authorized and directed
to continue to prepare the necessary legal documents to accomphsh said financing and the other
transactions authorized herein, and to take any and all necessary actions in connection therewith.

(b) The officers and employees of the City are hereby authorized and directed,
jointly and severally, to do any and all things which they may deem necessary or advisable in
order to consummate the transactions herein authorized, and otherwise to carry out, give effect to
and comply with the terms and intent of this Resolution. The Authorized Representative is
hereby authorized and directed to provide for the purchase of escrow securities, to engage
certified public accountants to verify the sufficiency of funds deposited in escrow, to execute and
deliver any and all notices, certificates and representations, including signature certificates, no-
litigation certificates, tax certificates, certificates relating to continuing disclosure obligations,
notices to the Califomia Debt and Investment Advisory Commission, and certificates concerning
the Official Statement describing the Refunding Bonds, and to enter into such agreements or
contracts, including as may be necessary to obtain bond insurance with respect to the Refunding
Bonds, fiscal agent services or verification agent services with respect to the Refunding Bonds,
or escrow agent services with respect to the Prior Bonds, as such officers deem necessary and
desirable to accomplish the purposes of this Resolution.

Section 11, Ratification of Actions. All actions heretofore taken by the
officers and agents of the City with respect to the sale, execution and delivery of the Refunding
Bonds, the acquisition of escrow securities, and the other transactions authorized and
contemplated herein, are hereby approved, confirmed and ratified.
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Section 12,  Effective Date. This Resolution shall take effect immediately from
and after its adoption.
In Council, Oakland, California, December 6, 2011.
PASSED BY THE FOLLOWING VOTE:

AYES: BROOKS, BRUNNER, DE LA FUENTE, KERNIGHAN, NADEL, SCHAAF, and
PRESIDENT REID

NOES:
ABSENT:
ABSTENTION:
ATTEST:
LA TONDA SIMMONS

City Clerk and Clerk of the City Council
City of Oakland, California
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CERTIFICATE OF THE CITY CLERK

I, La Tonda Simmons, City Clerk and Clerk of the Council of the City of Oakland
(the “City”), hereby certify that the foregoing is a full, true and correct copy of Resolution
No. _, duly adopted at a meeting of the City Council of the City duly and regularly held on
December 6, 2011, of which meeting all of said City Council had due notice.

I further certify that I have carefully compared the foregoing copy with the
original minutes of said meeting on file and of record in my office; that said copy is a true,
complete and correct copy of the original resolution duly adopted at said meeting and entered in
said minutes; and that said resolution has not been modified, amended, rescinded or revoked
except as provided in such resolution in any manner since the date of their adoption, and the
same is now in full force and effect.

IN WITNESS WHEREOF, I have executed this certificate this 6th day of
December, 2011.

LA TONDA SIMMONS
City Clerk and Clerk of the City Council
City of Oakland, Cahforma
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