REPORT TO COUNCIL
City of Sacramento 24

915 | Street, Sacramento, CA 95814-2604
www.CityofSacramento.org

CONSENT
July 14, 2009

Honorable Mayor and
Members of the City Council

Title: Line of Credit for Equipment Acquisitions
Location/Council District: Citywide

Recommendation: Adopt a Resolution approving a $10-million line of credit with
Bank of America NA to finance the acquisition of equipment.

Contacts: Chris Tjie, Treasury Analyst, 808-5517, Janelle Gray, Treasury Manager,
808-8296

Presenters: Not applicable
Department: Treasurer
Division: Public Finance
Organization No: 05001011

Description/Analysis:

Issue: Since 2004, the Office of the City Treasurer has facilitated numerous
equipment acquisitions through a Master Equipment Lease/Purchase Agreement
with Banc of America Leasing & Capital LLC (City Agreement No. 2004-047, the
“Master Agreement”). The equipment acquired to date includes pay & display
parking meters, solid-waste-refuse vehicles, and firefighting apparatus. Because
the bank has changed its operating practices to reflect the current financial
market, and because the Office of the City Treasurer has arranged for the bank
to provide a $10-million line of credit the City can use to acquire additional
essential assets, the Master Agreement must be amended as follows: (1) by
substituting Bank of America NA for Banc of America Leasing & Capital LLC; and
(2) by adding terms and conditions that implement the line of credit. The terms
and conditions will be substantially the same as those shown in Exhibit A of
Attachment 1 to this council report. The City currently plans to use the $10
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million line of credit to acquire the following assets: a mobile liquefied-natural-gas
(LNG) trailer, green-waste containers, and firefighting apparatus.

Policy Considerations: The proposed amendment to the Master Agreement
will add terms and conditions that, in the opinion of the City Attorney’s Office and
the Office of the City Treasurer, are substantially the same as the terms and
conditions set out in Exhibit A of Attachment 1 to this report.

Committee/Commission Action: Not applicable
Environmental Considerations: Not applicable
California Environmental Quality Act (CEQA): Not applicable
Sustainability Considerations: Not applicable

Rationale for Recommendation: To assist in fulfilling the ongoing need to
acquire essential assets to serve the City of Sacramento, the Office of the City
Treasurer has arranged a credit line of $10-million with Bank of America NA that
will be secured by an amendment to the Master Agreement. Adopting the
attached resolution authorizes the City to acquire and finance essential assets,
including a mobile LNG trailer, green-waste containers, and firefighting
apparatus.

Financial Considerations:

Mobile LNG Storage Trailer. On September 16, 2008, the City Council adopted
Resolution No. 2008-627, thereby accepting a state grant of $300,000 (under the
Sacramento Emergency Clean Air and Transportation Program) for use in purchasing a
-mobile LNG storage trailer. On January 27, 2009, the City Council adopted Resolution
2009-046, which (1) authorized the City Manager to purchase one mobilé LNG storage
trailer at a cost of not more than $546,556; and (2) authorized the Office of the City
Treasurer to arrange and secure funding for the balance of $246,556 remaining after
applying the $300,000 state grant. In securing funding for the remaining balance, it was
originally estimated that the interest rate would not exceed 5.5% for a 10-year term,
setting the annual cost at not more than $31,602. However, under the terms and
conditions shown in Exhibit A of Attachment 1 to this report, the actual rate and
payments will not be determined until the financing documents are executed.

Green-Waste Containers. As directed by the City Council on June 23, 2009, Solid
Waste is pursuing the conversion of “loose in the streets” green waste to containerized
green waste to improve operation efficiency. The proposed line of credit will provide the
$3,065,430 needed to purchase approximately 60,000 green-waste containers. This
report recommends that the Solid Waste-operating budget be amended to establish the
appropriate expenditure authority related to purchasing containers and making the lease
payments. The source of repayments for the lease financing will be derived from the
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significant savings in labor and equipment that will result from the conversion of “loose
in the streets” to “containerized green waste.”

When financing documents are executed, the rate will be calculated using the following
formula:

5-Year Term Rate = Average Weighted Life Swap Index (3 Year) X 0.65 + 235.65
10-Year Term Rate = Average Weighted Life Swap Index (6 Year) X.0.65 + 254.25

The purchase of assets must go through the appropriate approval process to authorize
access to the line of credit. Assets currently identified for financing through the line of
credit are identified below; however, other assets may be considered if capacity remains
and a viable repayment stream is identified.

Asset Amount to Finance Term
LNG Storage Trailer $ 246,556 10 Year
Solid Waste Green-Waste Containers $3,065,430 . 5 Year
Fire Apparatus $4,200,000 10 Year
Total $7,511,986

Emerging Small Business Development (ESBD): Not applicable

Respecitfully submitted by: V= Z?
Chris Tjie,

Treasury Analyst

L Approved by: w

S g "Sbaneile’Gray, T
reasury Manager

Recommendation Approved:

kf; //‘”L"‘

RussellT_Rehr ) /
City Treasurer
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Attachment 1
RESOLUTION NO. 2009-XXXX
Adopted by the Sacramento City Council

July 14, 2009
APPROVING $10-MILLION LINE OF CREDIT FOR EQUIPMENT ACQUISITIONS
BACKGROUND

A. Since 2004, the Office of the City Treasurer has facilitated numerous equipment
acquisitions through a Master Equipment Lease/Purchase Agreement with Banc of
America Leasing & Capital LLC (City Agreement No. 2004-047, the “Master
Agreement”). The equipment acquired to date includes pay & display parking
meters, solid-waste-refuse vehicles, and firefighting apparatus.

B. Because the bank has changed its operating practices to reflect the current financial
market, and because the Office of the City Treasurer has arranged for the bank to
provide a $10-million line of credit the City can use to acquire additional essential
assets, the Master Agreement must be amended as follows: by substituting Bank of
America NA for Banc of America Leasing & Capital LLC; and by adding terms and
conditions that implement the $10-million line of credit. '

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL
RESOLVES AS FOLLOWS:

Section 1: The-Office of the City-Treasurer is hereby authorized to enter into an
amendment to the Master Agreement that will—

(a) substitute Bank of America NA as Lessor in place of with Banc of America Leasing
& Capital LLC; and

(b) add terms and conditions that, in the opinion of the City Attorney’s Office and the
Office of the City Treasurer, are substantially the same as those set forth in Exhibit
A to this resolution.

Section 2. The Office of the City Treasurer is hereby authorized to execute lease-
financing documents to secure funding for acquisition of essential assets through the
amendment to the Master Agreement, including an LNG mobile storage trailer in the
amount of $246,556; green-waste containers in the amount of $3,065,430; and
firefighting apparatus in the amount of $4,200,000. -
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Section 3. The actual interest rate for each lease financing will not be determined until
the date of which financing documents are executed. For a 5-year term, the rate will be
calculated by multiplying the Average Weighted Life Swap Index (3 Year) by 0.65 and
adding 235.65. For a 10-year term, the rate will be calculated by multiplying the
Average Weighted Life Swap Index (6 Year) by 0.65 and adding 254.25.

Section 4. The Finance Director is authorized to amend the Solid Waste operating
budget to reflect the purchasing and lease payment expenditure authorlty related to this
lease financing.
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Bankof America.

Exhibit A

~

//\/.

Jil M. Forpyth

Semor Vice President
Government Finance Speaahst

Buang of Amenca Pubhc Capital Corp
AZ3-588-02-02

14648 N Scoltsdale Road, Swte 250
Scotisdale, AZ 85254

- Email

Wl m forsyth@bankofamenica com

. —Dﬁ
Lessee:
Lessor:

uipment:

Structure:

Security:
Term:

- Interest Rate:

Market Disruption:

Payments:

Governmental

Entity Lease:

“A)4.04% - .. B)4.98%. (Assumes Bank Qualified Status)

Tel (180) 624-0369
Fax (1415) 796-1301

SUMMARY OF TERMS AND CONDITIONS /

June 11,2009

City of Sacramento, CA

Banc of America Pubhc Capital Corp, Bank of America NA or designee (“Lessor”).
Essential Use Equipment

Master Lease Lime of Credit. The lease line wll be set for a total of $10MM. Indexing
the rate will be vahd until 9/30/09 and is reviewed quarterly. :

Lien on the assets

A) 5 Years B) 10 Years, payable Sermi-annually in arrears

The rates above as of 6/11/09 have been based on the followmg formula:

Average Weighted Life Swap Index (3 year) 2.59% X .65 +235.65 = 4.04%

Average Weighted Lifc Swap Index (6 year) 3.75 X .65 + 254.25 = 4.98%

Notwithstanding anything contamed herein to the contrary, in the event any matenal change shall
occur m the financial markets after the date of this proposal letter, including but not linted to any
governmental action or other event which matenally adversely affects the extension of credit by
banks, leasing compames or other lendmg mstitutions, Lessor may modify the mdicative pricing
descnibed above.

Semi-annually payments in arrears

The Base Rent installments are calculated on the assumptions, and Lessee will represcit,

that Lessee is a state or political subdivision of a state within the meammg of Section 103(c)

of the Internal Revenue Code (the “Code”), and (hat this transaction will constitute an
obligation of Lessee within the meaning of Section 103(a) of the Code, notwithstandig
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Early Termination:

End of Term:

Opinion of Counsel:

Tax Opinion:

Escrow Account:

Section 103(b) of the Code. Lessee shall pronide Lessor with such evidence as Lessor may
request to substantiate and maintam such tax status. Lessee shall comply with the filing
requrements of Section 149(e) of the Code. Lessee will pay Lessor amounts calculated at
a taxable rate sufficient to mamtain Lessor’s yield m the Lease, in the event Lessor suffers a
loss of Federal mcome tax exemption of the interest portion of the rentals.

After the first 50% of the term, the Lessee may prepay the Lease with 30 days written notice.
After the 50% of the termn, the prepayment penalty will be 3%, 29 and 1% for the remainmg
years. The amount paid will also include accrued mterest, principal balance and any other
charges due.

At the expiration of the Lease Term, Lessce will purchase all (but not less than all) the
Equipment for $1.00 (“Purchase Price”).

Lessee’s counsel shall dehver a vahdity opmion to Lessor at closing, m form and substance
satisfactory to Lessor, that covers the following matters: (1) The Lessec is a charter cty of
the State of Cahforma and is authonzed by the Constitution and laws of that state to enter
mto the transactions contemplated by the transaction documents and to carry out its
obligations under the transaction documents. (2) Lessec has the requisite power and
authonty to lease and acquire the equipment, to execute and delwer the transaction
documents, and to perform its obhgations under the Leasc. (3) Thé Lease and all
amendments to 1t have been duly authorized, approved, exccuted, and delhvered by and on
behalf of Lessce, and the transaction documents are valid and binding obligations of
Lessee, enforceable m accordance with their terms. (4) The authonzation, approval,
exccution, and delivery of the transaction documents and all other proccedings of Lessce
relatmg to the transactions contemplated in the transaction documents have becn
performed m accordance with all open-inceting laws, pubhc-bidding laws, and all other
apphcable state or federal laws. (5) To the current, actual knowledge of Lessec’s counsel,
Lessee has not been served with process m, or overtly threatened with, any lawsut,
admmistraive proceeding, or investigation m any court or before any governmental
authonty, arbitration board, or tnbunal that, if adversely determmed against Lessce, would
adversely affect the transactions contemplated by the transaction documents or the secunty.
interest of Lessor or Lessor’s assigns, as the case may be, m the equipment or other
collateral under the transaction documents.

If any indmidual schedule drawn on the master lcase 1s 1ii excess ‘of $5MM, the City-must
provide a tax opinion from bond counsel. The opmion of bond counsel will cover the
following tax matters, m addition to other customary opions:

(@  the portion of Base Rent designated as and constituting mterest paid by Lessce and
received by Lessor is excluded from gross mcome for federal income tax purposes
under Section 103 of the Internal Revenue Code of 1986 and is excmpt from state
personal mncome taxes;

(b)  such interest is not a specific preference item for purposes of the federal mdividual
or corporate alternative minimum taxes; and

(© counsel has exammed, approved and attached the text of the enabling resolution of
Lessee’s governing body authonzing Lessee to enter mto the Lease.

In compliance with applicable regulations, including but not lirmted to arbitrage reporting,
the proceeds of the Lease may be deposited mto an escrow account acceptable to Lessor,
and disbursements made therefrom to pay for the equipment upon execution and delivery
of an acceptance certificate (and related documents) by Lessee and approved by Lessor.
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Documentation:

Credit Approval:

Proposal Expiration:

The master lease will need to be modified to reflect the terms detailed m the cover sheet
and terms. This transaction 1s subject to acceptable documentation m Lessor’s sole
discretion.

This transaction has not been formally credit approved but will be submitted quickly after
an acceptance of terms.

This proposal will expire on July 31, 2009 and may be re-issued at Lessor’s discretion.






