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Description/Analysis 

Issue Detail: In 2005, the Department of Utilities (“DOU”) began one of the most 
significant capital-improvement projects in its history: undertaking and completing, by 
January 1, 2025, the installation of water meters on more than 80% of the City’s water-
service connections, thereby converting its customers to a metered rate as required by 
a state mandate (Statutes 2004, chapter 884 (A.B. 2572)). This project is commonly 
known as the Accelerated Meter Installation and Pipe Replacement Program (the 
“Project”).

Last year, in response to current drought conditions, the City Council moved to 
accelerate the Project’s completion date by four years, from January 1, 2025, to 
December 31, 2020 (Resolution No. 2015-0056). This acceleration will also allow the 
City (a) to defer $65 million in costs by retrofitting rather than replacing some backyard 
water mains and (b) to save an additional $5 million by installing meters in landscaped 
areas of front yards rather than in sidewalks.

To meet some or all of the Project’s financing needs, DOU proposes that the City issue 
new water-revenue bonds, perhaps as early as December 2016. Before the bond 
proceeds are available, DOU expects to pay certain Project costs from the City’s Water 
Fund (an enterprise fund) so that the Project can stay on schedule for completion by 
December 31, 2020. Later, after the bonds have been issued, the Water Fund would be 
reimbursed for these costs from the proceeds. 

The proposed resolution declaring the City’s “official intent” to reimburse itself from the 
bond proceeds is required by Section 1.150-2 of the Treasury Regulations (“Section 
1.150-2”) for the bonds to be exempted from federal arbitrage-yield-restriction rules and 
rebate requirements. 

The resolution also designates Orrick, Herrington and Sutcliffe as bond counsel and 
Stradling Yocca Carlson & Rauth, P.C. as disclosure counsel for the new bonds. These 
two firms worked on the water-revenue bonds issued in 2013.

Policy Considerations: The resolution is adopted solely to comply with Section 
1.150-2. It does not bind the City to make any expenditure, incur any 
indebtedness, or proceed with the Project.

Environmental Considerations: Not applicable.

Sustainability Considerations: None.

Commission/Committee Action: Not applicable.

 Another potential financing option for some of the Project costs is a loan from the Drinking Water State 
Revolving Fund, which is managed by the State Water Resources Control Board. DOU is currently 
investigating the feasibility of such a loan. Importantly, the loan proceeds would not be available until the 
second quarter of calendar year 2017 at the earliest. 
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Rationale for Recommendation: Adoption of the proposed resolution enables the City 
to reimburse itself for qualified Project costs paid any time on or after the 60th day 
before the date of adoption so long as reimbursement occurs no later than three years 
after the costs are incurred. Without the resolution, Section 1.150-2 restricts 
reimbursement to qualified Project costs incurred on or after the 60th before approval of 
the bonds.     

Financial Considerations: Adoption of the resolution will benefit the City by satisfying 
Section 1.150-2, thereby allowing the use of bond proceeds to reimburse the Water 
Fund for all qualified Project costs incurred on or after June 24, 2016, the 60th day 
before adoption. Importantly, adoption does not entail any financial costs for the City 
and does not bind the City to make expenditures, incur any indebtedness, or proceed 
with the Project.  

Local Business Enterprise (LBE): Not applicable
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JPC 8-5-16 Draft (PL16-1221)

RESOLUTION NO. 2016-____

Adopted by the Sacramento City Council
August 23, 2016 

DECLARATION OF OFFICIAL INTENT TO REIMBURSE EXPENDITURES FROM 
THE PROCEEDS OF AN OBLIGATION AND DESIGNATION OF BOND COUNSEL 
AND DISCLOSURE COUNSEL, ALL IN CONNECTION WITH THE ACCELERATED 

METER INSTALLATION AND PIPE REPLACEMENT PROGRAM 

BACKGROUND

A. The City, acting through its Department of Utilities, desires to finance the costs of 
a project commonly known as the Accelerated Meter Installation and Pipe 
Replacement Program (the “Project”). The City intends to finance the Project or 
portions of the Project with the proceeds of water-revenue bonds, the interest on 
which will be exempt from income taxation under the U. S. Internal Revenue Code 
(the “Bonds”). The aggregate maximum principal amount of the Bonds is not 
expected to exceed $264,000,000.

B. The City expects to pay, from the City’s Water Fund, certain expenditures in 
connection with the Project before the Bonds are issued (the “Original 
Expenditures”) and to use a portion of the proceeds of the Bonds to reimburse 
itself for the Original Expenditures.

C. Section 1.150-2 of the United States Treasury Regulations (“Section 1.150-2”) 
requires the City to declare its reasonable “official intent” to reimburse itself with 
the proceeds of the Bonds (i.e., the “proceeds of an obligation”) for Project 
expenditures it expects to pay before the Bonds are issued.  

D. In connection with the issuance of the Bonds, the City Council desires to engage 
Orrick, Herrington & Sutcliffe LLP to serve as bond counsel and Stradling Yocca 
Carlson & Rauth, P.C. to serve as disclosure counsel.

E. The City Council is fully advised in this matter. 

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

Section 1. The City Council finds that the statements in the Background are true.

Section 2. The City hereby declares its official intent to use proceeds of an obligation, 
i.e., proceeds of the Bonds, to reimburse itself for the Original 
Expenditures.
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JPC 8-5-16 Draft (PL16-1221)

Section 3. Orrick, Herrington & Sutcliffe LLP is hereby designated as bond counsel 
for the Bonds. The form of an Agreement for Bond Counsel Services 
relating to the Bonds, now on file with the City Clerk, is hereby approved.  
The City Attorney or his designee is hereby authorized, on the City’s 
behalf, to sign and deliver the Agreement for Bond Counsel Services with 
any non-material changes the City Attorney determines to be required.  

Section 4. Stradling Yocca Carlson & Rauth, P.C. is hereby designated as disclosure 
counsel for the Bonds. The form of a Disclosure-Counsel Agreement 
relating to the Bonds, now on file with the City Clerk, is hereby approved.  
The City Attorney or his designee is hereby authorized, on the City’s 
behalf, to sign and deliver the Disclosure-Counsel Agreement with any 
non-material changes the City Attorney determines to be required.

Section 5. This resolution is adopted solely for purposes of (a) establishing 
compliance with Section 1.150-2 and (b) designating bond counsel and 
disclosure counsel. It does not bind the City to make any expenditure, 
incur any indebtedness, or proceed with the Project.

Section 6. This resolution takes effect when adopted.
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DISCLOSURE-COUNSEL AGREEMENT 

CITY OF SACRAMENTO 
WATER SYSTEM REVENUE BONDS 

This disclosure-counsel agreement, dated August 1, 2016, for reference only, is between the 
CITY OF SACRAMENTO, a California municipal corporation (the “City”), and STRADLING YOCCA 
CARLSON & RAUTH, a California professional corporation (“SYCR”). 

Background 

The City desires to issue one or more series of revenue bonds or other obligations in 2016 or 
2017 to finance the cost of a water-system commonly known as the Accelerated Meter Installation 
and Pipe Replacement Program (the “Bonds”). To that end, the City desires to retain SYCR, on the 
terms and conditions set forth below, as disclosure counsel in connection with the issuance, sale, 
and delivery of the Bonds. SYCR represents that it is ready, willing, and able to perform as disclosure 
counsel. 

With these background facts in mind, the City and SYCR agree as follows: 

1. Scope of Services. The City hereby retains SYCR to provide, and SYCR shall provide, the
following legal services in connection with the issuance, sale, and delivery of the Bonds:

(a) Preparation of a preliminary official statement and a final official statement for the
issuance, sale, and delivery of the Bonds (collectively, the “Official Statement”). In 
connection with the preparation of the Official Statement, SYCR’s services will also 
include the following: 

(1) researching applicable laws and ordinances relating to the issuance, sale, and 
delivery of the Bonds; 

(2) attending conferences and consulting with City staff, bond counsel, and 
representatives of the City Attorney’s Office; 

(3) providing disclosure training to City staff involved in the financing, describing the 
obligations of the City under federal securities laws; 

(4) participating in meetings, conferences, or discussions with any financial advisors, 
underwriters, engineering consultants, feasibility consultants, or other experts the 
City retains with respect to the issuance, sale, and delivery of the Bonds (the “City 
Consultants”); 

(5) reviewing resolutions, notices, rules, and regulations and other legal documents 
required for the issuance, sale, and delivery of the Bonds, and all other documents 
relating to the security of the Bonds, in consultation with the City, bond counsel, 
and the City Consultants; and 
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(6) rendering a 10b-5 letter in customary form regarding the Official Statement to 
the City and the underwriters of the Bonds. 

(b) Preparation of a continuing-disclosure certificate of the City in connection with the 
issuance, sale, and delivery of the Bonds, to comply with Rule 15c2-12. 

2. Compensation. The City shall pay SYCR the amounts set forth in sections 2(a) and 2(b) as full 
compensation for services SYCR renders under this agreement. The City’s obligation to pay 
these amounts is contingent on the successful issuance, sale, and delivery of the Bonds (the 
“Closing”), with payment to come exclusively from the proceeds of the Bonds at the Closing. 

(a) For the services SYCR renders under this agreement, the City shall pay SYCR at an hourly 
rate of $450 for shareholders and an hourly rate ranging from $275 to $325 for 
associates (depending on seniority), with the total compensation under this section 2(a) 
not to exceed $50,000 unless the parties agree otherwise in writing. If, for any reason, 
the Closing does not occur, then the City will not be obligated to compensate SYCR 
for any services rendered under this agreement.  

(b) The City shall reimburse SYCR for any out-of-pocket expenses SYCR reasonably incurs 
while rendering services under this agreement, including but not limited to document-
reproduction costs, telecommunications charges, printing costs, filing fees, fees for 
messenger services, fees for overnight-delivery services, and travel expenses.  

3. Personnel and Contract Administration. SYCR shall provide services under this agreement 
primarily through Kevin Civale. If Mr. Civale is unable to provide the services because of death, 
disability, or other similar event, then, with the City’s approval, SYCR may substitute another 
of its attorneys to provide the services, and such substitution will not affect in any way SYCR’s 
or the City’s other obligations under this agreement. The City Attorney or the City Attorney’s 
designee will administer this agreement for the City. 

4. Termination 

(a) Either party may terminate this agreement with or without cause by giving written notice 
to the other party. The notice must state the termination date, which must be at least 
three business days after the date the notice is delivered.   

(b) Unless terminated sooner under section 4(a), this agreement terminates on the date of 
the Closing.  

5. Miscellaneous 

(a) In performing under this agreement, SYCR and its shareholders and employees will be 
acting in an independent capacity and not as officers or agents of the City. 

(b) SYCR may not assign this agreement or any part of it without the City’s written consent, 
which the City may withhold for any reason. 
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(c) This agreement is solely for the benefit of the City and SYCR. It is not intended to benefit 
any third parties. 

(d) This agreement is effective on the date both parties have signed it, as indicated by the 
dates in the signature blocks below. 

(e) This agreement sets forth the parties’ entire understanding regarding the matters set 
forth above and is intended to be their final, complete, and exclusive expression of those 
matters. It may be modified only by another written agreement signed by both parties.   

(f) The parties may execute this agreement in counterparts, each of which will be 
considered an original, but all of which will constitute the same agreement. 

(Signature Page Follows)
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City of Sacramento 

 

By: ________________________________ 
James Sanchez, City Attorney 

       Date: August __, 2016 
 
 

Stradling Yocca Carlson & Rauth  

 

By: ________________________________ 
Kevin M. Civale, Shareholder 

Date: August 17, 2016 
 

Attest 
City Clerk 
 
By: ________________________________ 

 
Approved as to Form 
Sacramento City Attorney 
 
By: ________________________________ 
       Joseph Cerullo Jr. 
       Senior Deputy City Attorney 
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