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City Council Meeting 

Action on a Resolution Authorizing 
Documents and Actions Relating to 
Execution and Delivery of Three (3) 
Loan Agreements with Bank of 
America, N.A. and the Issuance and 
Delivery of Bonds 
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Revenue Refunding Bonds, Series 2011 A 
• In 2011 , City issued $54.8M of Electric Revenue Refunding Bonds to refund the City's 

outstanding Variable Rate Demand Revenue Bonds, Series 2008A (for DVR project). 

• Tax-exempt fixed rate structured with serial bonds maturing from July 1, 2028 to July, 1, 2032 

with coupon rates between 5% ~ 6% 

• All $54.8M of the Series 2011 A Bonds are currently outstanding and with the call date of July 

1, 2021 

• With the passage of the Tax Cuts and Jobs Act on Dec 22, 2017 ("tax reform"), the tax 

legislation eliminated advance refunding of tax-exempt bonds beginning Jan 1, 2018 

Why refund now? 

To capitalize on the historical low rates of the current market and lock in potential savings 
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RFP issued and Six Proposals Received 
• Bank of America , Merrill Lynch, RBC Capital Markets, Goldman Sachs, Wells 
Fargo, JP Morgan, Citigroup 

Timeline 
• RFP release - 9/23/2019 
• Submittals - 10/11/2019 
• Review, Negotiation, Selection - OcUNov 2019 
• Internal city coordination and review - Nov/Dec 2019 
• Due Diligence - Updated savings calculation monthly 
• Loan Agreement negotiations and documents review completed - 4/1/2020 

Refunding Strategy Recommended: 

Bank Direct Purchase with BOA: Taxable to Tax-Exempt Conversion, 
sometimes called a "Cinderella" structure. 

Reason 1: Higher savings on debt services than Taxable Advance Refunding 
Reason 2: Lower risk by delivering bonds now with assured level of savings 

and less future administrative burden compared to Forward Tax
Exempt Refunding 

Reason 3: Economies of scale - additional $3M savings which otherwise isn't 
achievable in current market by refunding the callable portion of the 
2013A Bonds under the same form of agreement and amending 
2014 BOA Loan 
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Projected Combined NPV Savings - $20.4 M 

-- -- -

I 
-- -- -

T~x-Exempt Direct I 
Current Markel (03/27/2020)' Direct "Cinderella" Placement - Bank of America Placement Combined 

2011A 2013A .. I 2014 Loan•·• I I 

Tax Status Taxable to Tax-Exemot Taxable to Tax-Exemot Tax Exemot 
Deliverv Date 4/10/2020 4/10/2020 4/10/2020 
First Interest Pavment Date 7/1/2020 7/1/2020 7/1/2020 
Cost of Issuance 168 510 108115 53 050 329 675 
Total Refundino Par"'" 53 110 000 34 075 000 16 720 000 103 905 000 

1.59% (Taxable); 1.24% (TE) 1.10% (Taxable); 0.86% (TE) 
True Interest Cost TIC: 1.28% TIC: 0.97% 
Gross Savinos 19 630 822 2 056195 
Averaoe Annual Cashflow Savinos 1 605193 249 993 
NPV Savinos ($) (@ 2.3% discount rate 17 554 811 2 011 617 
NPV Savinas 1%1 32.02% 6.55% 

• Base rate for the calculation is as of 3i2.7 /2020 market pricing. 
0 2013A matures in 2028 with coupon rate 4%•5% and $44M outstanding. Only $30M of the callable portion will be refunded . 
..... 2014 BOA Loan current interest rate is 2.67% . 
..... For 2011A, interest payments due on 7/112020, 1111'2021, and 7/ 11'2021 (-$4.4M) are included in the refunding par, 

For 2013A, all accrued interest on callable portion prior to 11112023 ($-3.BM) are include in the refunding par 

Recommendation 

0.56% 

883 981 
209 226 
825 159 
4.25% 

Adopt the Resolution authorizing and approving the execution and delivery of three 
Loan Agreements between Bank of America N.A. and the issuance and delivery of 
the City's Subordinated Electric Revenue Refunding Bonds, Series 2020-1, Series 
2020-2 and Series 2020-3 for the refunding of certain outstanding bonds of the City, 
and authorize the City Manager and other officers to execute all necessary 
documents, in substantially similar form as presented, in connection with the 
issuance, and authorize certain actions related thereto to complete the transactions . 

1.16% 

22 570 998 
1 880 916 
20 391 587 

19.43% 
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City Council Meeting 

Action on a Resolution Authorizing 
Documents and Actions Relating to 
Execution and Delivery of Three (3) 
Loan Agreements with Bank of 
America, N.A. and the Issuance and 
Delivery of Bonds 
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Refunding Strategies Proposed 

• Taxable Advance Refunding - refunded today at taxable rate 

• Forward Tax-Exempt Refunding: selling tax-exempt bonds today with 
delivery in the future 

• Bank Direct Purchase: Taxable to Tax-Exempt Conversion 

(UY or SAHTA Cl.AM 

8 

4/6/2020 

4 



9 

10 

~SILICON 
.,VALLEY 

POWER. 
( ITVOfSAHTA (LAM 

Refinancing Alternative -Taxable to Tax-Exempt 
Conversion 
• Adhere to existing tax law regulation while locking in debt service savings well in advance of 

the first call date 

• Bonds are priced at taxable rates today and convert to tax-exempt when currently refundable 
near the call date (7/1/2021) 

• Both taxable rate and tax-exempt rate at conversion are fixed at closing 

• Conditions for conversion include the delivery of a favorable opinion of bond counsel as to 

the tax exemption of the bonds upon the conversion, and a favorable opinion of bond counsel 
will be delivered as long as: 

• There was no disqualifying change in tax law between the date of closing and the date of 
conversion 

• There was no disqualifying change in the use of the financed facilities during such period 
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Cant convert Scenario 

If we can't convert the taxable to tax-exempt and therefore carry non-conversion rate (the average of 
taxable and tax-exempt rate) to term on both 2011 A and 2013A: 

-- ~ - - - - - - ---- - --- - - - - - --- - -
Current Market (3/27/2020) 2011 A (~AML- 2013A (~AML- 2014 Loan (BAML) Com~ined 

_ _ -~ ~- ____ Subordinate)_ Subordinate) _ _ _ Savings __ 

Non-Conversion : Non-Conversion Non-Conversion 

Gross Savings 18,775,863 1,925,173 883,981 21 ,585,017 
Average Annual Cashflow Savings 1,535,858 234,064 209,226 1,765,646 
NPV Savings($) 16,811,176 1,895,964 825,159 19,532,298 
NPV Savings % 30.66% 6.17% 4.25% 18.61% 

Outcome: 

c,nor SANTA ClAM 

We will still save average ~$1.8M per year on the debt services and achieve $19.5M combined NPV savings. 
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