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FII{AI{CIAL IMPACT STATEMBNT
 
For Council Action Items
 

(Use this f'orrn for Ordinances and Resolutions)
 
(Delivel oliginal to Financial Planuing Division. Retain co¡ty.)
 

1. Nanre of Initiator 2. Telepl-rone Number 3. Buleau/Office/Dept. 
Financial Services/Public Finance and

Elic Johansen, I)ebt Manager	 503/823-685r 
Treasuly 

4a, To be filed (date) 4b. Calendar' (Check One) 5. Date Submitted to FPD Iìudget 
Regulal Consent 4/5ths Analyst: 

February 25,2010 txl I t l Febluary 11,2010 

1) Lcsislation l'itlc: 

'i' Authorize interim financing lbr sewer system and related lnatters (Ordinance) 

2) Prlrpose of thc ProÞosecl I-egislation: 

The Ordinance authorizes the l)ebt Manager to: 

. 	 Amend the Master Second Lien Sewel' System Revenne Bond Declaration (the "Second Lien Bond 
Declaration); 

. 	 Agree to issue no lrore bonds secured by a first lien on the Sewer Systern l'evellues; 

. 	 Issne bonds authorized by Ordinance 183469 as short or intermediate tenn bonds that are secured by a lien on 

Sewer Systern revenues that is subordinate to the lier-r securing the Second Lien Bonds ("Third Lien Bonds"); 
and 

. 	 Refund those bonds with longer term bonds issued as either Second Lien llonds or Third Lien Bonds once 

anendments to the Second Lien Bond Declaration are conrplete. 

3) ILcvcnuc: 

Will this legislation generate or rcduce current or fhturc rcvcnuc coming to the City? If so, by how much? If new 
rcvcrìue is generated iclentify thc source. 

This legislation will llot genel'ate ol'r'ecluce current or future revenue to the City. 

4) lìxDcnsc:
 
WIrat ¿rre the costs to the City as a result of this legislation? What is the source of funcling for the expeusc? (Please
 

¡;leuse i.nclutle llte l,occLl contri.btLtion or nrúch, rer1uirecl) 

Tlre financi¿rl irnpact statement for Ordinance 183469 included an estimate of ¿rnnual debt service costs for $450 rnillion 
of Sewer System Revenue Bonds of $31.6 million. The debt service on financing authorized through this Ordinance is 

expected to fall within this amount. 
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Staffing Requirements:
 
5) Will any positións be created, eliminated or re-classified in the current year as a result of this legislation? (ff
 
new positions are created please include whether they will be part-time, full-time, limited term or permanent positions. If
 
the position is limited term please indicate the end of the term.)
 

No position changes are anticipated. 

6) Wilt positions be created or eliminat edinfuture years asa result of this legislation? 

No position changes are anticipated. 

Complete the following section only if an amendment to the budget is proposed. 

7) Change in Appropriations (If the accompanying ordinance amends the budget please reflect the dollar amount to be 

appropriated by thß legislation. Include the appropriate cost elements that are to be loaded by accounting. Indicate 
"new" in Center Code column if new center needs to be created. Use additional space if needed.) 

Fund Fund Center Commitment Item Functional Area Funded Program Grant Amount 

Eric, Johansen, Debt Manager ,rçrt' ' 
APPROPRIATION UNIT IIEAD (Typed name and signature) 



Bureau of Financial Services 
Vacant, Director & CFO 

1120 S.W. Fifth Avenue, Rm. 1250 
Portland, Oregon 97 204-1972OFFICE OF MANAGEMENT AND FINANCE 

(s03) 823-s288 
Sam Adams, Mayor FAX (503) 823-s384 

Ken Rust, Chief Administrative Officer TDD (s03) 823-6868 

XEåÌþ?6 

DATB: February ll,2010 FOR MAYOR'S OFFICE USE ONLY 

TO: Mayor Sam Adams Reviewed by Bureau Liaison 

FROM: Eric Johansen, Debt Manager fj,i 
RB: 'r'Authorize interim financing for sewer system and related matters (Ordinance) 

l.INTBNDED THURSDAY FILING DATB: February 25,2010 
2. RBQUBSTED COUNCIL AGENDA DATE: Marclr 3,2010 
3. CONTACT NAME & NUMBER:	 Eric Johansen, Debt Manager, x3-6851 
4. PLACE ON: CONSENT X RBGULAR 
5. BUDGET IMPACT STATEMENT ATTACHED: __X-Y .----*N _N/A 
6. (3) ORIGINAL COPIES OF CONTRACTS APPROVED AS TO FORM BY CITY ATTORNBY 
ATTACHBD: _Yes _No _ v _N/A 

7. BACKGROUND/ANALYSIS 

Introduction and History - Attached is an Ordinance for Council consideration on March 3, 2010. The 
Ordinance authorizes the Debt Manager to: 

. 	 Amend the Master Second Lien Sewer System Revenue Bond Declaration (the "second Lien Bond 
Declaration) to accommodate the issuance of Build America Bonds and to make other changes that 
benefit the City; 

. 	 Covenant not to issue additional bonds secured by a first lien on the Sewer System revenues; 

. 	 Issue bonds authorized by Ordinance 183469 as short or intermediate term bonds that are secured by a 

lien on Sewer System revenues that is subordinate to the lien securing the Second Lien Bonds ("Tliird 
Lien Bonds"); and 

. 	 Reftrnd those bonds with longer term bonds issued as either Second Lien Bonds or Third Lien Bonds 
once amendments to the Second Lien Bond Declaration are complete. 

In January 2010, the City Council adopted Ordinance 183469, which authorized the issuance of First or 
Second Lien Bonds to finance Sewer System capital improvements. The City may be able to reduce its 
debt service costs by issuing the bonds authorized this ordinance as "Build America Bonds." Build 
America Bonds are taxable bonds that are eligible for a35Vo federal interest subsidy. However, legal 
documents governing the First and Second Lien Bonds do not allow the federal subsidy to be taken into 
account when calculating debt service coverage ratios and for other purposes. The City is working with 
bond counsel to amend the Second Lien Bond Declaration to provide terms more favorable to the City. 
Tlie First Lien Bond documents cannot easily be amended. 
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The City may also find it advantageous to close off issuance of theFirstLien Bonds, so thatno additional 
uew tnouey First Lien Bonds would be issued in the future. Tllis may result in better marlcet acceptance of 
and reduce intelest costs on Second l-ien Bonds. 

hl order to allow time to undertake the necessary amendrnents to the Second Lien Bond Declaratioll and 

eusure tllat the capital program of the Bureau of Environlnental Services ("ìlES") can proceed as plututecl, 

the City is proposing to issue short or intermediate tenn bonds that would be placed with a commercial 
bank, and refund these bonds later with the proceeds of Second Lien Bonds once arnendments to the 

Second Lien Bond Declaration are finalized. 'Ihe Ordinance authorizes the Debt Manager to sell any or all 
of the bonds authorized under Ordinance 183469 as short or intermediate term bonds, which may be Third 
Lien Bonds. 

If the Oldinance is approved by the City Council, the City will solicit bids fiom commercial banks to 

provide a line of credit or othel interim financing in an approximate anount of lì150-175 million, which 
will provide tl-re funds necessary to caruy out the BES capital improvement program through late spring, 
when long-term bonds are expected to be issued. 

The Ordinance delegates to the Debt Manager certain tasks including amending the Second l-ien lloud 
Declaration; covenanting not to issue additional Filst Lien Bonds; issuing interim financing and placing that 

financing with one or lnore commercial banks; establishing terms governing Third Lien Bonds; and issuing 
refunding bonds. 

Legal Issues - None. 

Link to Current City Policics - None. 

Controversial Issues - None 

Citizen Partici¡ration - Not Applicable 

Other Governmcnt Partici¡ration - l.he City is working with the staff of IIES to complete the necessary 

arnendurents to bond documents and complete the interim l'inancing. 

8. FINANCIAL IMPACT 

The financial irnpact statement for Ordinance 183469 included an estimate of annual debt service costs lbr 
$450 million of Sewer Systern Revenue Bonds of $31.6 million. The debt service on financing authorized 
through this Ordinance is expected to fall within this amount. 

9. RECOMMBNDATION/ACTION RBOUBSTBD 

It is recommended that tlie City Council approve this Ordinance in order to plovide the necessal'y funding 
to continue the BES capital improvement program. 




