
Agenda Report 

January 23, 2017 

TO: Honorable Mayor and Crty Councrl 

THROUGH: F1nance Commrttee 

FROM: Ftnance Department 

SUBJECT ADOPTION OF A RESOLUTION AND THE FIRST READING OF 
AN ORDINANCE AUTHORIZING THE INVITATION OF BIDS FOR 
THE PURCHASE OF WATER REVENUE REFUNDING BONDS, 
2017A SERIES OF SAID CITY, APPROVING A NOTICE OF 
INTENTION TO SELL BONDS, A PRELIMINARY OFFICIAL 
STATEMENT, AND A NOTICE INVITING BIDS, AUTHORIZING 
THE PUBLICATION OF A NOTICE OF INTENTION TO SELL 
BONDS, AUTHORIZING THE ISSUANCE BY THE CITY OF NOT 
TO EXCEED $17,370,000 AGGREGATE PRINCIPAL AMOUNT 
OF CITY OF PASADENA WATER REVENUE REFUNDING 
BONDS, 2017A SERIES, PAYABLE OUT OF THE WATER FUND, 
APPROVING THE EXECUTION AND DELIVERY OF A FIFTH 
SUPPLEMENT TO WATER REVENUE BOND INDENTURE, AN 
ESCROW AGREEMENT, A CONTINUING DISCLOSURE 
AGREEMENT, AND AUTHORIZING CERTAIN ACTIONS IN 
CONNECTION THEREWITH 

RECOMMENDATION: 

It 1s recommended that the C1ty Council 

1 F1nd that the proposed act1on 1s not subject to the Cahforn1a Environmental 
Quality Act (CEQA) as def1ned 1n sect1on 21065 of CEQA and sect1on 15378 
of the State CEQA Gu1dehnes and, as such, no environmental document 
pursuant to;CEQA ts requ1red for th1s report, 

2 Adopt a resolution authonz1ng the 1nv1tat1on of b1ds for the purchase of water 
revenue refundtng bonds, 2017 A senes of sa1d c1ty, approv1ng a not1ce of 
1ntent1on to sell bonds, a prel1m1nary off1c1al statement, and a not1ce 1nv1t1ng 
b1ds, authonz1ng the pubhcat1on of a not1ce of mtent1on to sell bonds, and 
authonz1ng certam other act1ons 1n connectton therewtth, and 
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3 Conduct the ftrst readtng of "AN ORDINANCE OF THE CITY OF 
PASADENA AUTHORIZING THE ISSUANCE BY THE CITY OF NOT TO 
EXCEED $17,370,000 AGGREGATE PRINCIPAL AMOUNT OF CITY OF 
PASADENA WATER REVENUE REFUNDING BONDS, 2017A SERIES, 
PAYABLE OUT OF THE WATER FUND, AND APPROVING THE 
EXECUTION AND DELIVERY OF A FIFTH SUPPLEMENT TO WATER 
REVENUE BOND INDENTURE, AN ESCROW AGREEMENT AND A 
CONTINUING DISCLOSURE AGREEMENT IN CONNECTION 
THEREWITH." 

BACKGROUND: 

In 2007, the Ctty tssued tts Water Revenue Bonds, 2007 Senes to ftnance the 
conttnued tmplementatton of the Master Plan and the costs of constructton and 
Improvements to the Water System In developtng the fundtng reqUirements for 
the Master Plan Capttal Improvement Program, staff utthzed the cost of servtce 
study and conducted an analysts to determtne a ftnanctal structure that supports 
the needed capttal tnvestments and mtntmtzes the rate tmpacts on water 
customers 

The proposed actton 1s a pure ref1nanc1ng of the outstandtng 2007 bonds It does 
not contemplate any new borrowtng nor does tt extend the term on the bonds 
Currently the Water Fund pays an average rate of 4 46°/o on the outstandtng 
2007 bonds At today's market rates, as of December 30, 2016, the Ctty could 
refund these bonds at a true tnterest cost of 3 26°/o and realize a net present 
value savtngs of $1 53 mtlhon, however, the compettttve btddtng of the proposed 
refundtng bonds ts not scheduled unttl March 2017 Gtven the recent sharp 
Increase tn tnterest rates and the market's ant1c1pat1on for posstble htgher rates tn 
2017, there 1s no guarantee that the same economtc savtngs from the refundtng 
could be achteved tn March 2017 when the compettttve btddtng occurs, therefore, 
1t ts staff's recommendation to proceed w1th the refunding and the compet1t1ve 
sale of the 2017 Water Revenue Refundtng Bonds as long as the C1ty ant1c1pates 
a net present value sav1ngs of a mtmmum $1 mtlhon or 5 75°/o of the refunded 
bonds 

ENVIRONMENTAL ANALYSIS: 

The proposed acttons are governmental ftscal acttv1t1es that would not cause 
e1ther a d1rect physical change 1n the environment or a reasonably foreseeable 
1nd1rect phys1cal change 1n the environment Therefore, the proposed actton 1s 
not a "project" subject to CEQA, as deft ned 1n Sectton 21065 of CEQA and 
Sect1on 15378 of the State CEQA GUidelines S1nce the act1on 1s not a project to 
CEQA, no envtronmental document ts requ1red 
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COUNCIL POLICY CONSIDERATION: 

Th1s act1on supports the C1ty Council's strategic planmng goal to ma1nta1n f1scal 
respons1b1llty and stab1llty 

FISCAL IMPACT: 

The 2017 Water Revenue Refunding Bonds Will be sold on a compet1t1ve bas1s 
w1th a max1mum term of 20 years and Will bear f1xed Interest rates It 1s 
est1mated that the bonds Will have an average life of 11 years w1th f1nal matunty 
1n f1scal year 2036 The refunding w1ll not extend the term on the bonds and 
debt serv1ce sav1ngs are expected 1n every year The True Interest Cost IS 
currently est1mated at 3 26o/o based on current market rates, wh1ch 1s subject to 
change unt1l the actual b1dd1ng 1s complete on the scheduled March 13, 2017 
date Due to the h1gh recent volatility 1n Interest rates, 1t 1s staff's 
recommendation to proceed w1th the refunding and the compet1t1ve sale of the 
bonds only 1f the transaction 1s expected to generate a mm1mum of $1 m1lhon of 
net present value sav1ngs or 5 75o/o of the ex1st1ng pnnc1pal amount of the 
refunded bonds Debt serv1ce payments w111 be made from the Water Fund and 
w111 be addressed by ut1llzat1on of ex1stmg budgeted appropnat1ons 1n Account 
#42008300-8967700 Funds for the debt serv1ce payments are available from 
currently approved water rates 

Prepared by 

V1c Erg 1an 
C1ty Tre surer/Deputy D1rector of F1nance 

Approved by 

sTEVEMERMELC""-
City Manager 

Attachments (2) 
1) Preliminary Off1c1al Statement 
2) AppendiX A 

Respectfully submitted, 

Concurred by 

lntenm General Manager 
Water & Power Department 
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