
Agenda Report 

CITY COUNCIL February 26,2007 

THROUGH: FINANCE COMMITTEE 

CITY MANAGER 

SUBJECT: ADOPTION OF A RESOLUTION AND THE FIRST READING OF AN 
ORDINANCE AUTHORIZING THE INVITATION OF BIDS FOR THE 
PURCHASE OF WATER REVENUE BONDS, 2007 SERIES, 

APPROVING A NOTICE OF INTENTION TO SELL BONDS, A 
PRELIMINARY OFFICIAL STATEMENT, A NOTICE INVITING BIDS 
AND OFFICIAL FORM OF PROPOSAL, AND AUTHORIZING THE 
PUBLICATION OF A NOTICE OF INTENTION TO SELL BONDS, 
ESTABLISHING A NOT TO EXCEED AMOUNT OF $25 MILLION, 
THE EXECUTION AND DELIVERY OF A WATER REVENUE BOND 
INDENTURE, A SECOND SUPPLEMENT TO WATER REVENUE 
BOND INDENTURE, AND A CONTINUING DISCLOSURE 

AGREEMENT. 

RECOMMENDATION: 

It is recommended that the City Council adopt: 

1. A Resolution authorizing the invitation of bids for the purchase of Water Revenue 
Bonds, 2007 Series, approving a notice of intention to sell bonds, a preliminary 
official statement, a notice inviting bids and official form of proposal; and 
authorizing the publication of a notice of intention to sell bonds and authorizing 
certain other actions in connection therewith; 

2. An Ordinance authorizing the issuance of a not to exceed $25 million aggregate 
principal amount of Water Revenue Bonds, 2007 Series, payable out of the Water 
Fund and approving the execution and delivery of a water revenue bond 
indenture, a second supplemental to water revenue bond indenture, a disclosure 
agreement and other documents in connection therewith; and 
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3. A Resolution declaring the City's intention to reimburse itself from the proceeds 
of one or more tax-exempt financings for certain expenditures made andlor to be 
made in connection with the Water System. 

BACKGROUND 

In 2001, Pasadena Water and Power Department (PWP) engaged Montgomery Watson 
IIarza to evaluate the existing Water System to develop a capital improvement program 
for the Water System. In 2002, the City Council adopted the Water System Master Plan 
(Master Plan) as developed by the consultants including an 18-year plan for capital 
improvements to the Water System. 

In 2003, the City issued its 2003 Water Revenue Refunding Bonds and refunded its 
outstanding 1993 Water Revenue Bonds, prepaid its obligation with the Financing 
Authority for Resource Efficiency of California (FARECal) and provided $22 million to 
finance the first phase of the Water System Master Plan and an additional $1 million to 
finance the initial phase of the water reclamation program. The capital improvements 
identified in the Master Plan is ongoing and on schedule with the first financing and the 
City currently forecasts approximately $95 million of additional capital improvements for 
the Water System over the next five years. Annual capital improvements are expected to 
be approximately $19 million. 

In developing the finding requirements for the Master Plan capital improvement 
program, staff utilized the cost of service study and conducted an analysis to determine a 
2financial structure that supports the needed capital investments and minimize the rate 
impacts on water customers. The Master Plan provides that a fimding mix of revenue 
bond financing and cash from rates would be used on a 65:35 basis. To finance the 
improvements, the City adopted the Capital Improvement Charge in January 2003 as part 
of its water rate ordinance. Since adoption of this charge, the City has imposed water 
user charge increases three times for a current Capital Improvement Charge rate of $0.54 
per billing unit. Based on projected water consumption for FY 2007 and the current rate, 
the Capital Improvement Charge is estimated to generate approximately $7.98 million 
each year. In order to match the borrowing amounts with the timing of the projected 
spending levels, the Water System second bond issuance is proposed in an amount not to 
exceed $25 million. 

Proceeds of the proposed 2007 Water Revenue Bonds will be used to finance the 
continued implementation of the Master Plan and the costs of construction and 
improvements to the Water System. 

The City Council is also being asked to adopt a reimbursement resolution. The requested 
resolution allows the City to reimburse itself for certain expenditures made for capital 
improvements and other expenses related to the Water System. The Reimbursement 
Resolution provides the City the ability to reimburse itself for expenditures made 60 days 
prior to this resolution and up to 18 months from the date the expenditures are made. 
















































