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To: Members of Dublin City Council
From: Dana L. McDaniel, City Manage®.#
Date: September 22, 2016
Initiated By: Angel L. Mumma, Director of Finance
Re: Ordinance No. 37-16 — Providing for the Issuance and Sale of Bonds

Background

Staff is preparing for the issuance of bonds to provide revenue to fund projects that were
approved in the 2016-2020 Capital Improvements Program (CIP).

As part of the 2016-2020 CIP, it was anticipated that a number of projects would be funded in
2016 through the issuance of long-term bonds. The projects identified and their status are listed

below:

= Service Center renovation

On May 23, 2016, City Council approved Resolution No. 29-16, which authorized the City
Manager to execute a contract with Palmetto Construction Services for the renovation and
expansion of the Service Center. The amount of the contract was $3,038,677.

The project is currently under construction with the expansion expected to be completed in
mid-December and the renovations in mid-February.

Funds were advanced from the City’s General Fund to the Capital Construction Fund when
the contract was executed. Proceeds from the sale of bonds will be used to repay the
advance. Payment of the debt service on this project will come from the City’s income tax
revenue.

* Roadway and Infrastructure improvements related to the Columbus Metropolitan Library

A professional services contract was executed in late 2015 with EMH&T for the design of
High Street and the roadways surrounding the library. The construction of the
improvements to North High Street are anticipated to be bid in fall 2016 with construction
commencing in early 2017. The final design and construction of the remaining streets will
be coordinated with the design and construction of the library and parking structure, which
are kicking off in September 2016.

= John Shields Parkway Phase II / Graham Street / Tuller Flats Roadway Network

As part of the Development Agreement with Casto Tuller LLC (Ordinance No. 115-14
approved January 5, 2015) for the multi-phase project known as Tuller Flats development,
the City agreed to construct John Shields Parkway (Phase II from Tuller Ridge Drive to
Village Parkway) and Graham Street at an estimated cost of $10.1 million. Additionally, the
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City agreed to contribute $2.5 million for the cost of construction of McCune Avenue,
Watson Street and Deardorf Street (after the Developer contributed to the first $1,150,000
in cost).

On October 12, 2015, City Council approved Resolution No. 70-15 for the construction of
the public sanitary sewer and water main portion of the John Shields Parkway Phase II
project. The amount of the contract was $390,116.70. Subsequently, on February 22,
2016, City Council approved Resolution No. 08-16 which authorized the City Manager to
execute a contract with Nikolas Savko & Sons, Inc. for the construction of John Shields
Parkway Phase II. The amount of the contract was $7,710,994.40. The project is
currently under construction and is anticipated to be completed during the first quarter of
2017,

Funds were advanced from the City’s General Fund to the Tuller TIF. Revenue from the
service payments generated by the new Tuller Flats development and received within this
TIF will be used to pay the debt service on this roadway.

The timing of the remaining costs — construction of Graham Street as well as
reimbursement to the Developer for the other roadways — will occur in 2016 and 2017 as
the Tuller Flats project progresses.

=  Sewer System Improvements

The contract for the Deer Run sewer upsizing is anticipated to be brought forward to City
Council in fall 2016. This project includes upsizing an existing 10" and 12" sanitary sewer
line to a 15” sanitary sewer line, Macewan Court into Muirfield Village Golf Course, and the
upsizing of an existing 8” sanitary sewer line to a 12” sanitary sewer line across Muirfield
Drive between Springburn Drive and Locherbie Court.

Plan of Finance

Ordinance No. 37-16 provides for the issuance and sale of bonds in the maximum principal amount
of $10 million for the purpose of paying the costs of improving the City’s vehicular transportation
system within and serving the Bridge Street District. More specifically, the proceeds from the sale
of these bonds will be used to fund the construction of John Shields Parkway Phase II (reimbursing
the General Fund) with the remaining funds used for the roadway improvements that are being
done in conjunction with Bridge Park West, including the extension of North Riverview, which have
also been advanced from the General Fund. These projects were discussed in detail as part of
Ordinance No. 24-16, approved by City Council on July 5, 2016.

As Council is aware, the recently approved 2017-2021 CIP identifies a number of projects that will
be debt financed over the upcoming five years, with a number of large projects occurring in 2017.
In working with the City’s Municipal Advisor, Jim Hargrove of Umbaugh, it has been determined
that it is in the best interest of the City to move forward with issuing just $10 million worth of
bonds during 2016 and roll the remaining projects in with the 2017 bond issue.

While there will be a period of time where the advances made for the other projects will remain
outstanding (thus lowering the General Fund Balance), there are financial benefits to limiting the
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issuance in 2016 to $10 million. Most importantly, if the City were to limit its issuance of tax-
exempt bonds to $10 million or less, the bonds can be deemed “Bank Qualified.” Banks, like other
investors, purchase municipal bonds in order to obtain the benefit of earning interest that is
exempt from Federal taxation. However, banks are limited to deducting the carrying cost of tax-
exempt municipal bonds, which can eliminate the tax-exempt benefit of the bonds. An exception
to this is provided in the Internal Revenue Code that allows banks to deduct 80% of the carrying
cost of a qualified tax-exempt obligation. In order for bonds to be qualified tax-exempt
obligations, the bonds must be (i) issued by a “qualified small issuer,” (ii) issued for public
purposes, and (iii} designated as qualified tax-exempt obligations. A qualified small issuer is an
issuer that issues no more than $10 million of tax-exempt bonds during the calendar year.

The benefit that this exemption provides to the banks generally results in an interest rate savings
to the City.

Secondly, to the extent that the City can delay issuing debt (floating the cost through utilization of
the fund balance), the City will avoid interest costs.

As discussed during Council’s recent review of the Debt Palicy (Ordinance No. 31-16 approved
September 12, 2016), there are two basic types of debt sales: competitive and negotiated. Based
on the conditions surrounding this particular sale, the financing team will move forward with a
competitive sale. This will be the first competitive sale the City has conducted.

The tentative financing timeline has rating calls with Moody’s and Fitch scheduled for mid-October
with the bonds being priced in mid-November and closing at the end of November. Federal
Reserve meetings and the national election have also been taken into consideration, as pricing too
close (the actual day of or day before or after) can have an impact on the rate, as well as the
market demand.

Christopher Franzmann, attorney with Squire Patton Boggs, will represent the City as bond
counsel.  Both Mr. Franzmann and Mr. Hargrove will be in attendance during the first reading of
Ordinance No. 37-16 for any questions Council may have.

Recommendation

Staff recommends passage of Ordinance 37-16 at the second reading/public hearing on October
10, 2016.















































