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DATE:
April 22, 2008
TO:
Mayor Tom Potter

FROM:
Eric Johansen, Debt Manager

RE:

Authorize South Park Blocks Urban Renewal and Redevelopment Bonds (Ordinance)

1. INTENDED THURSDAY FILING DATE: 

April 24, 2008


2. REQUESTED COUNCIL AGENDA DATE:
May 7, 2008
3. CONTACT NAME & NUMBER:


Eric Johansen, Debt Manager, x3-6851
4. PLACE ON: __ _CONSENT   _ X__  REGULAR

5. BUDGET IMPACT STATEMENT ATTACHED:  _ X__Y   __ _N    _  _N/A

6. (3) 0RIGINAL COPIES OF CONTRACTS APPROVED AS TO FORM BY CITY ATTORNEY

 ATTACHED: __Yes ____No _ X_N/A

7.
BACKGROUND/ANALYSIS 

Introduction and History – Attached is an ordinance for first reading by the City Council on May 7, 2008.  The Ordinance authorizes the City to issue South Park Blocks Urban Renewal and Redevelopment Bonds (the “2008 Bonds”) to finance new urban renewal projects in South Park Blocks (the “Area”), to refinance outstanding interim financing (line of credit) and to refund all or a portion of the Area’s outstanding bonds.  The 2008 Bonds will be secured by and paid from tax increment revenues.  

The portion of the 2008 Bonds that finances new urban renewal projects, bond reserves and costs of issuance shall be issued in an amount that does not exceed the lesser of:

(a)  the remaining maximum indebtedness limit for the Area (currently $71,299,458); or, 

(b)   the amount which, together with all other outstanding bonded indebtedness of the Area, can be paid from the Tax Increment Revenues of the Area that are expected to be available by the end of Fiscal Year 2023-24.  Based on current projections, this amount is expected to be in the range of $35-40 million.
The Portland Development Commission (the “Commission”) has undertaken a process to review the future of its urban renewal areas.  The Westside Study has been underway for several months, and includes a review of options for completing projects in the River District, South Park Blocks and the Area.  At its March 4, 2008 meeting, the Westside Study Urban Renewal Advisory Group (“URAG”) recommended that the final bond issue for the Area be structured such that the all of the indebtedness for the Area will be repaid from tax increment revenues expected to be received through FY 2023-24.  

The Ordinance also authorizes the issuance of bonds to refund outstanding Area bonds (the “Outstanding SPB Bonds”) to achieve debt service savings or a favorable reorganization of the City’s debt portfolio.  The City may refund some or all of the Outstanding SPB Bonds if debt service savings of at least three percent of the net present value of the refunding bonds plus original issue premium can be achieved, as required by the State. 
In October of 2000, the City executed a bond declaration that governs the terms under which the city may issue obligations that are secured by the tax increment revenues of the Area.  The 2008 Bonds are expected to be issued pursuant to that declaration.  The ordinance delegates to the Debt Manager certain tasks including negotiating the terms of and executing a supplemental bond declaration which describes the 2008 Bonds and their administrative provisions; establishing the final principal amounts, maturity schedules, interest rates, and other terms related to the sale of the bonds; applying for and purchasing municipal bond insurance and reserve credit facilities; and executing documents.

The 2008 Bonds will be sold by negotiated sale.  Banc of America Securities and Citigroup Global Markets will be the co-senior managing underwriter for the transaction.  The sale is scheduled for late June so that the bonds can be closed prior the Area’s July 23, 2008 expiration date. 

Legal Issues (  If the Ordinance is approved by the Council after its second reading, a 30-day referral period begins.  If during the referral period, written petitions signed by at least six percent of the City’s electors are filed with the City Auditor, any bonding authority provided by the proposed Ordinance could not be used unless approved by the voters.
The last date to issue debt for the Area is July 23, 2008.  No additional debt may be issued for the Area after that date.  Approval of the Ordinance after the second reading on May 14, 2008, would allow the City to sell bonds on or after June 16, 2008, and close prior to the July 23rd deadline.

Link to Current City Policies ( None.
Controversial Issues ( None

Citizen Participation ( Not Applicable
Other Government Participation ( The City is working with the staff of the Commission to complete the financing.
8. FINANCIAL IMPACT

While the final amount of the issue will not be determined until the sale date of the 2008 Bonds, annual debt service on the 2008 Bonds will not exceed an amount which, when added to debt service on outstanding Area bonds, does not exceed the Area’s fixed divide the taxes revenues and planned allocation of the Special Levy expected to be received through FY 2023-24.
9. RECOMMENDATION/ACTION REQUESTED

It is recommended that Council adopt this Ordinance in order to authorize the final issue of bonds for the Area in sufficient time to allow the City to market, sell and close the 2008 Bonds prior to the Area’s expiration date. 
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