AGENDA BILL
Agenda Item No. 7(B)

Date:

August 19, 2014

To:

El Cerrito City Council

From:

Lisa Malek-Zadeh, Finance Director/City Treasurer

Subject:

Short Term Cash Flow Financing through Tax and Revenue Anticipation
Notes

ACTION REQUESTED

Adopt a resolution authorizing the City Manager to execute an agreement to sell tax and
revenue anticipation notes (“TRAN”) in an amount not-to-exceed $5,250,000 to a financial
institution or underwriter and authorize staff to work with city consultants to prepare and
execute appropriate legal documents related to said financing.

BACKGROUND

Each year, many cities and school districts similar to El Cerrito, have a period in the fall
where available cash for operations is at its lowest. This is largely due the timing of property
tax distributions by the County. The first disbursal occurs in late December, close to six
months after the start of the fiscal year, with remaining payments made in April and June.
During the same period, large debt service payments, combined with current year and
remaining prior year expenditures, draw down the City’s available cash creating a shortfall
until the first installment of property tax is received in December.
During the last few years, the availability of cash from bond proceeds, special funds and the
general fund reserve have decreased and as a result the City has needed the assistance of a
short term cash loan to fund operations while waiting for tax revenues. The issuance of tax
anticipation notes (TAN) or tax and revenue anticipation notes (TRAN) is relatively common
for cities, school districts, counties and even the State of California. The City has historically
issued a TAN that uses tax revenues to guarantee repayment of the loan. This year, the City
will sell a TRAN which includes the use of other revenues, not just taxes, to secure the loan.
A TRAN provides better credit to the lender and more favorable terms for the City.
Last fiscal year, the City Council approved two short term loans totaling close to $5.6 million.
A $575,000 no interest loan from the Municipal Services Corporation (MSC) in addition to a
$5,017,000 TANS with Westamerica Bank allowed the City to address the temporary cash
shortage.

ANALYSIS

The need to borrow cash on a short term basis was projected during development of the Fiscal
Year (FY) 2014-15 budget. Last year, the City began working with NHA Advisors, LLC
(NHA) to counsel the City on a wide variety of financial issues including an evaluation of the
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City’s cash flow needs for FY 2014-15. Working with staff, NHA developed a cash flow
projection based on the City’s anticipated revenues and expenses and determined that a loan
of approximately $5,100,000 - $5,250,000 (including transactions costs) would be needed to
address the expected cash deficit in October.
Staff is working with NHA to determine whether private placement with a community bank,
as done in previous years, or public offering through the capital markets will generate the
lowest overall cost to the City. The anticipated total all-in interest rate for this note financing
is projected to be 1.00% - 2.00% (including all financing costs) and will be paid back no later
than June 30, 2015.
With a shortfall projected sometime between October - November, it would be ideal to have
TRAN proceeds in place by mid to late September. Because Council is not scheduled to meet
again until the end of September, staff is recommending that the City Council approve a
resolution that provides the most flexibility to develop and execute the best financing
solution. However, if a public sale is determined to be a better option for the City, an official
statement approved by Council would need to be distributed to investors. Recommendation of
the official statement would be presented to City Council at the September 22, 2014 meeting
with TRAN receipts in early October.

FINANCIAL CONSIDERATIONS

Informal interest rate quotes indicate that the City could expect an interest rate of 1.25%1.50% through a private placement with a community bank. Transaction costs for a private
placement would be approximately $25,000. The effective interest rate (including all
transaction costs) is conservatively estimated at 2.08%.
Alternatively, informal interest rate quotes from underwriters indicate that the City could
expect an interest rate of 0.25%- 0.50% through the public markets. Transaction costs would
be approximately $63,000 for a public offering, significantly higher than a private placement,
but due to the lower interest rate, the effective interest rate (including all transaction costs) is
conservatively estimated at 1.95%.
In order to minimize the interest expense associated with the TRAN, the repayment of the
principal will be paid in two installments after the significant receipt of revenues in December
and June to provide some cash flow coverage until the end of the fiscal year.
The City will need to approve a resolution authorizing the issuance of a tax and revenue
anticipation note to be sold directly to a local bank or through a public offering and
underwriting. The City is working with NHA (as financial advisor) and Jones Hall (as bond
counsel) to draft the necessary documents and credit information necessary to solicit quotes
from financial institutions as well as traditional public finance investment firms.
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The City's plan to issue a TRAN and investigate other financing options was discussed with
the Financial Advisory Board (F AB) during the development of the FY 2014-15 budget. The
FAB was also provided a more recent update at its August 12 meeting.

LEGAL CONSIDERATIONS

The City Attorney will review the proposed terms and approve the final documents including
the issuance of an attorney's letter in regards to the form as required documentation for the
'TRAN.

Scott Hanin, City Manager

Attachments:
1. Resolution
2. Memo from Financial Advisor
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Attachment 1

RESOLUTION NO. 2014–X
RESOLUTION OF THE CITY COUNCIL OF THE CITY OF EL CERRITO APPROVING
THE BORROWING OF FUNDS FOR FISCAL YEAR 2014-15 AND THE ISSUANCE AND
SALE OF 2014-15 TAX AND REVENUE ANTICIPATION NOTES

WHEREAS, pursuant to Article 7.6 (commencing with section 53850) of Chapter 4 of
Part 1 of Division 2 of Title 5 of the California Government Code (the “Law”), this City Council
(the “Council”) has found and determined that moneys are needed for the requirements of the
City, a municipal corporation and general law city duly organized and existing under the laws of
the State of California, to satisfy obligations payable from the General Fund of the City (the
“General Fund”), and that it is necessary that said sum be borrowed for such purpose at this time
by the issuance of temporary notes therefor in anticipation of the receipt of taxes, income,
revenue, cash receipts and other moneys to be received by the City for the General Fund during
or allocable to the fiscal year of the City beginning July 1, 2014 and ending June 30, 2015
(“Fiscal Year 2014-15”); and
NOW THEREFORE, BE IT RESOLVED that the Council of the City of El Cerrito
approves the following:
Section 1. Limitation on Maximum Amount. The principal amount of notes issued
pursuant hereto, when added to the interest payable thereon, shall not exceed eighty-five percent
(85%) of the estimated amount of the uncollected taxes, income, revenue, cash receipts and other
moneys of the City for the General Fund attributable to Fiscal Year 2014-15, and available for
the payment of said notes and the interest thereon (as hereinafter provided).
Section 2. Authorization and Terms of Notes. Solely for the purpose of anticipating
taxes, income, revenue, cash receipts and other moneys to be received by the City for the
General Fund during or allocable to Fiscal Year 2014-15, and not pursuant to any common plan
of financing, the City hereby determines to and shall borrow the principal amount of not-toexceed Five Million Two Hundred Fifty Thousand Dollars ($5,250,000) by the issuance of
temporary notes under the Law, designated “City of El Cerrito, California 2014-15 Tax and
Revenue Anticipation Notes” (the “Notes”). The Notes shall be dated the date of initial delivery,
shall mature (without option of prior redemption) no later than thirteen months after their date of
issuance, and shall bear interest, payable at maturity and computed on a 30-day month/360-day
year basis, at a rate not in excess of five percent per annum. Both the principal of and interest
on the Notes shall be payable in lawful money of the United States of America, as described
below.
Section 3. Form of Notes; Book Entry Only System. The Notes shall be issued in fully
registered form, without coupons, and shall be substantially in the form and substance set forth in
Exhibit A attached hereto and by reference incorporated herein, the blanks in said form to be
filled in with appropriate words and figures. The Notes shall be numbered from 1 consecutively

upward in order of issuance, shall be in the denomination of $5,000 each or any integral multiple
thereof.
Except in the case of a private placement, “CUSIP” identification numbers shall be
imprinted on the Notes, but such numbers shall not constitute a part of the contract evidenced by
the Notes and any error or omission with respect thereto shall not constitute cause for refusal of
any purchaser to accept delivery of and pay for the Notes. In addition, failure on the part of the
City to use such CUSIP numbers in any notice to the registered owners of the Notes shall not
constitute an event of default or any violation of the City’s contract with such owners and shall
not impair the effectiveness of any such notice.
Except as provided below and in the case of a private placement, the owner of all of the
Notes shall be The Depository Trust Company, New York, New York (“DTC”), and the Notes
shall be registered in the name of Cede & Co., as nominee for DTC. The Notes shall be initially
executed and delivered in the form of a single fully registered Note in the full aggregate principal
amount of the Notes. The City may treat DTC (or its nominee) as the sole and exclusive owner
of the Notes registered in its name for all purposes of this Resolution, and the City shall not be
affected by any notice to the contrary. The City shall not have any responsibility or obligation to
any participant of DTC (a “Participant”), any person claiming a beneficial ownership interest in
the Notes under or through DTC or a Participant (a “Beneficial Owner”), or any other person not
shown on the register of the City as being an owner, with respect to the accuracy of any records
maintained by DTC or any Participant or the payment by DTC or any Participant by DTC or any
Participant of any amount in respect of the principal or interest with respect to the Notes. The
City shall pay all principal and interest with respect to the Notes only to DTC or its nominee, and
all such payments shall be valid and effective to fully satisfy and discharge the City’s obligations
with respect to the principal and interest with respect to the Notes to the extent of the sum or
sums so paid. Except under the conditions noted below, no person other than DTC shall receive a
Note. Upon delivery by DTC to the City of written notice to the effect that DTC has determined
to substitute a new nominee in place of Cede & Co., the term “Cede & Co.” in this Resolution
shall refer to such new nominee of DTC.
If the City determines that it is in the best interest of the Beneficial Owners that they be
able to obtain Notes and delivers a written certificate to DTC to that effect, DTC shall notify the
Participants of the availability through DTC of Notes. In such event, the City shall issue, transfer
and exchange Notes as requested by DTC and any other owners in appropriate amounts. DTC
may determine to discontinue providing its services with respect to the Notes at any time by
giving notice to the City and discharging its responsibilities with respect thereto under applicable
law. Under such circumstances (if there is no successor securities depository), the City shall be
obligated to deliver Notes to the Beneficial Owners as described in this Resolution. Whenever
DTC requests the City to do so, the City will cooperate with DTC in taking appropriate action
after reasonable notice to (a) make available one or more separate Notes evidencing the Notes to
any DTC Participant having Notes credited to its DTC account or (b) arrange for another
securities depository to maintain custody of Certificates evidencing the Notes.
Notwithstanding any other provision of this Resolution to the contrary, so long as any
Note is registered in the name of Cede & Co., as nominee of DTC, all payments with respect to
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the principal and interest with respect to such Note and all notices with respect to such Note shall
be made and given, respectively, to DTC as provided as in the representation letter delivered on
the date of issuance of the Notes.
Section 4. Use of Proceeds. The proceeds of the sale of the Notes shall be deposited in a
segregated account in the General Fund and used and expended by the City for any purpose for
which it is authorized to expend funds from the General Fund.
Section 5. Security. The principal amount of the Notes, together with the interest
thereon, shall be payable from taxes, income, revenue, cash receipts and other moneys which are
received by the City for the General Fund for Fiscal Year 2014-15. As security for the payment
of the principal of and interest on the Notes the City hereby pledges the first “unrestricted
moneys” (as hereinafter defined) to be received by the City as follows: (a) an amount equal to
fifty percent (50%) of the principal amount of the Notes in the month of January, 2015; (b) an
amount equal to fifty percent (50%) of the principal amount of the Notes in the month of May,
2015; and (c) an amount sufficient to pay interest as due on the Notes at their maturity, in the
month of June, 2015 (such pledged amounts being hereinafter called the “Pledged Revenues”).
The principal of the Notes and the interest thereon shall constitute a first lien and charge thereon
and shall be payable from the Pledged Revenues. To the extent not so paid from the Pledged
Revenues, the Notes shall be paid from any other moneys of the City lawfully available therefor.
In the event that there are insufficient “unrestricted moneys” received by the City to permit the
deposit into the Special Account (as hereinafter defined) of the full amount of the Pledged
Revenues to be deposited in any month by the last business day of such month, then the amount
of any deficiency shall be satisfied and made up from any other moneys of the City lawfully
available for the repayment of the Notes and interest thereon. The term “unrestricted moneys”
shall mean taxes, income, revenue, cash receipts, and other moneys intended as receipts for the
General Fund for Fiscal Year 2014-15 and which are generally available for the payment of
current expenses and other obligations of the City.
Section 6. Special Account. There is hereby created, within the General Fund, a special
account to be designated the “2014-15 Tax and Revenue Anticipation Note Special Account”
(the “Special Account”) and applied as directed in this Resolution. Any money placed in the
Special Account shall be for the benefit of the owners of the Notes and, until the Notes and all
interest thereon are paid or until provision has been made for the payment of the Notes at
maturity with interest to maturity, the moneys in the Special Account shall be applied solely for
the purposes for which the Special Account is created.
During the months of January, May, and June, 2015, the City shall deposit all Pledged
Revenues in the Special Account. On the maturity date of the Notes, the City shall transfer to
DTC the moneys in the Special Account necessary to pay the principal of and interest on the
Notes at maturity and to the extent said moneys are insufficient therefor an amount of moneys
from the General Fund which will enable payment of the full principal of and interest on the
Notes at maturity. DTC will thereupon make payments of principal of and interest on the Notes
to the DTC Participants who will thereupon make payments to the Beneficial Owners of the
Notes. Any moneys remaining in the Special Account after the Notes and the interest thereon
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have been paid, or provision for such payment has been made, shall be transferred to the General
Fund.
Section 7. Deposit and Investment of Special Account. All moneys held by the City in
the Special Account, if not invested, shall be held in time or demand deposits as public funds and
shall be secured at all times by bonds or other obligations which are authorized by law as
security for public deposits, of a market value at least equal to the amount required by law.
Moneys in the Special Account shall, to the greatest extent possible, be invested by the
City directly, or through an investment agreement, in investments as permitted by the laws of the
State of California as now in effect and as hereafter amended, and the proceeds of any such
investments shall be deposited in the Special Account.
Section 8. Execution of Notes. The Mayor of the City, the City Manager, or the Finance
Director (each an “Authorized Officer”) is hereby authorized to execute the Notes by manual or
facsimile signature, and the City Clerk of the City is hereby authorized to countersign the same
by manual or facsimile signature (although at least one of such signatures shall be manual) and to
affix the seal of the City thereto by facsimile impression thereof, and said officers are hereby
authorized to cause the blank spaces thereof to be filled in as may be appropriate.
Section 9. Transfer of Notes. Any Note may, in accordance with its terms, but only if
the City determines to private place the Notes, the City determines to no longer maintain the
book entry only status of the Notes, DTC determines to discontinue providing such services and
no successor securities depository is named or DTC requests the City to deliver Note certificates
to particular DTC Participants, be transferred, upon the books required to be kept pursuant to the
provisions of Section 11 hereof, by the person in whose name it is registered, in person or by his
duly authorized attorney, upon surrender of such Note for cancellation at the office of the City
Clerk, accompanied by delivery of a written instrument of transfer in a form approved by the
City, duly executed.
Whenever any Note or Notes shall be surrendered for transfer, the City shall execute and
the Paying Agent shall authenticate and deliver a new Note or Notes, for like aggregate principal
amount.
Section 10. Exchange of Notes. Any Note may, in accordance with its terms, but only if
the City determines to privately place the Notes, the City determines to no longer maintain the
book entry only status of the Notes, DTC determines to discontinue providing such services and
no successor securities depository is named or DTC requests the City to deliver Note certificates
to particular DTC Participants, be exchanged at the office of the City Clerk for a like aggregate
principal amount of Notes of authorized denominations and of the same maturity.
Section 11. Note Register. The City shall keep or cause to be kept sufficient books for
the registration and transfer of the Notes if the book entry only system is no longer in effect and,
in such case, the City Clerk shall register or transfer or cause to be registered or transferred, on
said books, Notes as herein before provided. While the book entry only system is in effect, such
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books need not be kept as the Notes will be represented by one Note registered in the name of
Cede & Co., as nominee for DTC.
Section 12. Temporary Notes. The Notes may be initially issued in temporary form
exchangeable for definitive Notes when ready for delivery. The temporary Notes may be printed,
lithographed or typewritten, shall be of such denominations as may be determined by the City,
and may contain such reference to any of the provisions of this Resolution as may be
appropriate. Every temporary Note shall be executed by the City upon the same conditions and in
substantially the same manner as the definitive Notes. If the City issues temporary Notes it will
execute and furnish definitive Notes without delay, and thereupon the temporary Notes may be
surrendered, for cancellation, in exchange therefor at the office of the City Clerk and the City
Clerk shall deliver in exchange for such temporary Notes an equal aggregate principal amount of
definitive Notes of authorized denominations. Until so exchanged, the temporary Notes shall be
entitled to the same benefits pursuant to this Resolution as definitive Notes executed and
delivered hereunder.
Section 13. Notes Mutilated, Lost, Destroyed or Stolen. If any Note shall become
mutilated the City, at the expense of the owner of said Note, shall execute and deliver a new
Note of like maturity and principal amount in exchange and substitution for the Note so
mutilated, but only upon surrender to the City Clerk of the Note so mutilated. Every mutilated
Note so surrendered to the City Clerk shall be canceled and delivered to, or upon the order of, the
City. If any Note shall be lost, destroyed or stolen, evidence of such loss, destruction or theft
may be submitted to the City and, if such evidence be satisfactory to the City and indemnity
satisfactory to it shall be given, the City, at the expense of the owner, shall execute and deliver a
new Note of like maturity and principal amount in lieu of and in substitution for the Note so lost,
destroyed or stolen. The City may require payment of a sum not exceeding the actual cost of
preparing each new Note issued under this Section 13 and of the expenses which may be
incurred by the City in the premises. Any Note issued under the provisions of this Section 13 in
lieu of any Note alleged to be lost, destroyed or stolen shall constitute an original additional
contractual obligation on the part of the City whether or not the Note so alleged to be lost,
destroyed or stolen be at any time enforceable by anyone, and shall be equally and
proportionately entitled to the benefits of this Resolution with all other Notes issued pursuant to
this Resolution.
Section 14. Covenants and Warranties. It is hereby covenanted and warranted by the
City that all representations and recitals contained in this Resolution are true and correct, and that
the City and its appropriate officials have duly taken all proceedings necessary to be taken by
them, and will take any additional proceedings necessary to be taken by them, for the prompt
collection and enforcement of the taxes, income, revenue, cash receipts and other moneys
pledged hereunder in accordance with law and for carrying out the provisions of this Resolution.
Section 15. Tax Covenants.
(a) No Arbitrage. The City shall not take, nor permit nor suffer to be taken any
action with respect to the proceeds of the Notes which, if such action had been reasonably
expected to have been taken, or had been deliberately and intentionally taken, on the date
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of issuance of the Notes (the “Closing Date”) would have caused the Notes to be
“arbitrage bonds” within the meaning of section 148 of the Internal Revenue Code of
1986 (the “Code”).
(b) Rebate Requirement. The City shall take any and all actions necessary to
assure compliance with section 148(f) of the Code, relating to the rebate of excess
investment earnings, if any, to the federal government.
(c) Private Activity Note Limitation. The City shall assure that proceeds of the
Notes are not so used as to cause the Notes to satisfy the private business tests of section
141(b) of the Code.
(d) Private Loan Financing Limitation. The City shall assure that proceeds of the
Notes are not so used as to cause the Notes to satisfy the private loan financing test of
section 141(c) of the Code.
(e) Federal Guarantee Prohibition. The City shall not take any action or permit or
suffer any action to be taken if the result of the same would be to cause any of the Notes
to be “federally guaranteed” within the meaning of section 149(b) of the Code.
(f) Maintenance of Tax-Exemption. The City shall take all actions necessary to
assure the exclusion of interest on the Notes from the gross income of the owners of the
Notes to the same extent as such interest is permitted to be excluded from gross income
under the Code as in effect on the Closing Date.
Section 16. Official Statement. The City Council hereby directs the Finance Director to
work with NHA Advisors, LLC (the “Financial Advisor”) and Jones Hall, A Professional Law
Corporation (the “Bond Counsel”) to prepare an official statement for the Notes (the “Official
Statement”) if the Notes will be sold as described in Section 17(a) and (b) below. The Finance
Director shall return to this Council for approval of the Official Statement before authorizing
distribution of the Official Statement to potential purchasers of the Notes.
Section 17. Sale of Notes. The Finance Director is hereby authorized to designate the
manner of sale of the Notes, in consultation with the Financial Advisor and Bond Counsel, in one
of the following ways, after concluding that the designated manner of sale is likely to produce
the lowest net borrowing cost for the City:
(a) Limited Negotiated. The Finance Director may direct the Financial Advisor to
contact a limited number of bond underwriters and negotiate the sale of the Notes. The
Finance Director is hereby authorized to cause Bond Counsel to prepare and an
Authorized Officer is authorized to execute and deliver a Note Purchase Agreement in
connection with a negotiated sale of the notes in such form (including designation of the
underwriter(s)) as an Authorized Officer shall approve, such approval to be conclusively
evidenced by his or her execution and delivery thereof.
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(b) Public Sale. The Finance Director, in consultation with the Financial Advisor,
may determine to sell the Notes by competitive bid and award the sale of the Notes as set
forth in an Official Notice of Sale (the “Official Notice of Sale”), which Bond Counsel is
hereby directed to prepare consistent with this Resolution. If the Finance Director
determines to proceed with a competitive bid, (a) Bond Counsel is hereby directed to
arrange for the publication of a notice of intention of the sale of the Notes in accordance
with Section 53692 of the Government Code and (b) an Authorized Officer is hereby
directed to execute the Official Notice of Sale; to open the bids at the time and place
specified in the Official Notice of Sale; to receive and record the receipt of all bids made
pursuant to the Official Notice of Sale; to cause said bids to be examined for compliance
with the Official Notice of Sale; to cause computations to be made as to which bidder has
bid the lowest true interest cost, as provided in the Official Notice of Sale; to announce
the bidder of the lowest true interest cost; and to award the sale to said bidder.
(c) Private Placement. The Finance Director may direct the Financial Advisor to
contact a limited number of financial institutions and negotiate a private placement of the
Notes. An Authorized Officer is hereby authorized to cause Bond Counsel to prepare and
to execute and deliver a Note Purchase Agreement in connection with a private
placement of the Notes in such form (including designation of the purchaser(s)) as an
Authorized Officer shall approve, such approval to be conclusively evidenced by his or
her execution and delivery thereof.
An Authorized Officer is further authorized to determine the maximum principal amount
of Notes not to exceed $5,250,000 and the maximum interest rate on the Notes not to exceed six
percent per annum.
Section 18. Engagement of Professional Services. The City hereby approves the
engagement of Jones Hall, A Professional Law Corporation as Bond Counsel (in which capacity
Bond Counsel shall also provide disclosure counsel services) and NHA Advisors as Financial
Advisor to the City in connection with the issuance and sale of the Notes.
Section 19. Preparation of Notes; Official Action. Bond Counsel is directed to cause
suitable Notes to be prepared showing the interest rate determined in accordance with the manner
of sale of the Notes, to procure their execution by the proper officers, and to cause the Notes to
be delivered when so executed to the purchaser or DTC (as applicable) upon the receipt of the
purchase price by the City Treasurer.
An Authorized Officer is further authorized and directed to make, execute and deliver
such certificates, agreements and other closing documents as are necessary to consummate the
transactions contemplated by this Resolution.
Section 20. Effective Date. This Resolution shall take effect upon its adoption.
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I CERTIFY that at the regular meeting on August 19, 2014 the El Cerrito City Council
passed this resolution by the following vote:
AYES:
Councilmembers:
NOES:
Councilmembers:
ABSENT:
Councilmembers:
ABSTAINED: Councilmembers:
IN WITNESS of this action, I sign this document and affix the corporate seal of the City
of El Cerrito on August X, 2014.

_____________________________
Cheryl Morse, City Clerk
APPROVED:

Janet Abelson, Mayor

8

EXHIBIT A
FORM OF NOTE
No. 1

*****$_______****

CITY OF EL CERRITO, CALIFORNIA
2014-15 TAX AND REVENUE ANTICIPATION NOTE
INTEREST RATE:

MATURITY DATE:

ISSUE DATE:

%

____, 2015

___, 2014

REGISTERED OWNER:

[CEDE & CO.]

PRINCIPAL SUM:

****_________________ DOLLARS****

CUSIP:

The CITY OF EL CERRITO, a municipal corporation, duly organized and existing under
and by virtue of the Constitution and laws of the State of California (the “City”), for value
received hereby promises to pay to the Registered Owner stated above, or registered assigns (the
“Owner”), on the Maturity Date stated above, the Principal Sum stated above, in lawful money
of the United States of America, and to pay interest thereon in like lawful money at the rate per
annum stated above, payable on the Maturity Date stated above, calculated on the basis of 360day year composed of twelve 30-day months. Both the principal of and interest on this Note shall
be payable at maturity to the Owner.
It is hereby certified, recited and declared that this Note is one of an authorized issue of
Notes in the aggregate principal amount of _________ Dollars ($___________), all of like tenor,
issued pursuant to the provisions of Resolution No. ________ of the City Council of the City
duly passed and adopted on __________, 2014 (the “Resolution”), and pursuant to Article 7.6
(commencing with section 53850) of Chapter 4, Part 1, Division 2, Title 5, of the California
Government Code, and that all things, conditions and acts required to exist, happen and be
performed precedent to and in the issuance of the Notes exist, have happened and have been
performed in regular and due time, form and manner as required by law, and that this Note,
together with all other indebtedness and obligations of the City, does not exceed any limit
prescribed by the Constitution or statutes of the State of California.
The principal amount of the Notes, together with the interest thereon, shall be payable
from taxes, income, revenue, cash receipts and other moneys which are received by the City for
the General Fund of the City for Fiscal Year 2014-15. As security for the payment of the
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principal of and interest on the Notes the City has pledged the first “unrestricted moneys” (as
hereinafter defined) to be received by the City as follows: (a) an amount equal to fifty percent
(50%) of the principal amount of the Notes in the month of January, 2015; (b) an amount equal
to fifty percent (50%) of the principal amount of the Notes in the month of May, 2015; and (c) an
amount sufficient to pay interest as due on the Notes at their maturity, in the month of June, 2015
(such pledged amounts being hereinafter called the “Pledged Revenues”). The principal of the
Notes and the interest thereon shall constitute a first lien and charge thereon and shall be payable
from the Pledged Revenues. To the extent not so paid from the Pledged Revenues, the Notes
shall be paid from any other moneys of the City lawfully available therefor. In the event that
there are insufficient “unrestricted moneys” received by the City to permit the deposit into the
Special Account (as hereinafter defined) of the full amount of the Pledged Revenues to be
deposited in any month by the last business day of such month, then the amount of any
deficiency shall be satisfied and made up from any other moneys of the City lawfully available
for the repayment of the Notes and interest thereon. The term “unrestricted moneys” shall mean
taxes, income, revenue, cash receipts, and other moneys intended as receipts for the General
Fund of the City for Fiscal Year 2014-15 and which are generally available for the payment of
current expenses and other obligations of the City.
The Notes are issuable as fully registered Notes, without coupons, in denominations of
$5,000 and any integral multiple thereof. Subject to the limitations and conditions as provided in
the Resolution, Notes may be exchanged for a like aggregate principal amount of Notes of other
authorized denominations and of the same maturity.
The Notes are not subject to redemption prior to maturity.
This Note is transferable by the Owner hereof, but only under the circumstances, in the
manner and subject to the limitations provided in the Resolution. Upon registration of such
transfer a new Note or Notes, of authorized denomination or denominations, for the same
aggregate principal amount and of the same maturity will be issued to the transferee in exchange
herefor.
The City may treat the Owner hereof as the absolute owner hereof for all purposes, and
the City shall not be affected by any notice to the contrary.
[Unless this Note is presented by an authorized representative of The Depository Trust
Company to the issuer or its agent for registration of transfer, exchange or payment, and any
certificate issued is registered in the name of Cede & Co. or such other name as requested by an
authorized representative of The Depository Trust Company and any payment is made to Cede &
Co., ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE
BY OR TO ANY PERSON IS WRONGFUL since the registered owner hereof, Cede & Co., has
an interest herein.]
IN WITNESS WHEREOF, the City of El Cerrito has caused this Note to be executed by
the City Manager and countersigned by the City Clerk of the City, all as of the Issue Date stated
above.
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CITY OF EL CERRITO

By:
[S E A L]
Countersigned:

City Clerk
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ABBREVIATIONS
The following abbreviations, when used in the inscription on the face of this Note, shall
be construed as though they were written out in full according to applicable laws or regulations:
TEN COM -TEN ENT -JT TEN --

as tenants in common
as tenants by the entireties
as joint tenants with
right of survivorship and
not as tenants in
common

UNIF GIFT MIN ACT
____ Custodian
____ Minor
Under Uniform Gifts to Mino
Act
__________________
(State)

ADDITIONAL ABBREVIATIONS MAY ALSO BE USED
THOUGH NOT IN THE LIST ABOVE

ASSIGNMENT
For value received, the undersigned do(es) hereby sell, assign and transfer unto

(Name, Address and Tax Identification or Social Security Number of Assignee)
the within Note and do(es) hereby irrevocably constitute and appoint

,
attorney, to transfer the same on the registration books of the City with full power of substitution
in the premises.
Dated:
Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed by NOTICE: The signature on this Assignment
an eligible guarantor
must correspond with the name(s) as
written on the face of the within Note
in every particular without alteration
or enlargement or any change
whatsoever.
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Agenda Item No. 7(B)
Attachment 2

MEMORANDUM
To:

Lisa Malek‐Zadeh, Finance Director/City Treasurer

From: Craig Hill and Rob Schmidt
Cc:

Chris Lynch, Jones Hall

Date:

August 8, 2014

RE:

City of El Cerrito – 2014/15 General Fund Cash Flow Borrowing Alternatives

Background
The City of El Cerrito (“City”) operates with a general fund that has significant fluctuations in its fund balances
based on the timing of revenue receipts and the relatively consistent outflows for expenses. For the prior two
fiscal years, the City has managed its cash flow deficits through loans from banks with repayments occurring
during the fiscal year.
NHA Advisors, LLC was engaged by the City in 2013 to assist in the fiscal review and assistance in evaluating
financing alternatives for future cash flow deficits. The City has continued to approve balanced budgets and
projects an improving fund balance by June 30, 2015 that will increase the number of options for financing
the cash flow shortfall. It is anticipated that the City will have the ability to either engage a local bank for a
cash flow loan, as it has done in the past, or issue traditional tax and revenue anticipation notes through the
capital markets. The determination will be made based on the lowest overall cost of funds to the City.
Financial Analysis & Funding Options
As shown in the attached cash flow analysis for the projected 2014/15 fiscal year, it is anticipated that the
City may need to fund approximately $5,250,000 to meet the maximum cash flow deficit in November or
December 2014. The projections indicate that the City will have sufficient revenues to repay the note and
end with a higher cash balance than July 1, 2014.
Private Placement – Informal interest rate quotes from community banks indicate that the City could expect
an interest rate of 1.25%‐1.50% through a private placement with a community bank. Transaction costs for a
private placement would be approximately $25,000. The effective interest rate (including all transaction
costs) is conservatively estimated at 2.08%.
Public Offering – Alternative, informal interest rate quotes from underwriters indicate that the City could
expect an interest rate of 0.25%‐0.50% through the public markets. However, transaction costs would be
approximately $63,000 for a public offering, significantly higher than a private placement. But due to the
lower interest rate, the effective interest rate (including all transaction costs) is conservatively estimated at
1.95%.

CITY OF EL CERRITO – 2014/15 GENERAL FUND CASH FLOW BORROWING ALTERNATIVES

AUGUST 8, 2014

Approval Process
The City will need to approve a resolution authorizing the issuance of a tax and revenue anticipation note to
be sold directly to a local bank or through a public offering and underwriting. At this time, it is not known
which process will generate the lowest overall cost of funds. The recommendation is to have the City Council
approve a resolution that provides the most flexibility to staff and its consultants (financial advisor and bond
counsel) to investigate and develop the best financing solution.
Timing
It is anticipated that the City Council will approve the necessary resolution in late August and the financing
process will occur in late August and early September with the targeted funding in late September.
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City of El Cerrito
FY 2014-15 Projected General Fund Cash Flows
(Excluding FY 2014-15 TRAN)
December
11-31
($5,009,702)

January
($2,620,299)

February
($2,838,460)

March
($1,896,695)

April
($2,221,628)

$0
7,336
38,273
2,060
85,769
5,738
4,931
7,706
6,451
0
35,697
75,902
17,339
0
38
0
73,147
0
0
$360,388

$3,046,412
14,672
76,547
4,120
171,538
11,477
9,861
15,412
12,902
0
71,394
151,805
34,678
0
76
0
146,295
0
0
$3,767,188

$89,646
413,498
0
8,646
339,055
71,825
42,826
42,881
17,658
0
676,471
301,545
45,399
8,820
11,620
0
0
0
0
$2,069,890

$0
592,283
220,427
10,059
186,765
2,422
23,842
24,143
40,327
974,909
265,196
267,946
88,275
1,470
1,754
0
0
0
0
$2,699,818

$0
18,330
0
10,043
527,031
7,981
26,367
46,407
29,945
0
361,423
323,637
63,041
2,940
26,709
0
219,442
0
0
$1,663,296

$2,270,429
568,396
340,457
7,015
299,944
42,909
25,088
31,894
39,562
0
224,174
384,585
34,369
41,529
8,538
0
0
0
0
$4,318,888

$0
345,135
225,968
6,070
238,247
13,742
26,775
75,796
34,716
0
225,646
405,276
34,422
5,542
730
0
0
0
0
$1,638,065

$785,706
537,964
59,316
7,987
283,625
0
30,762
47,238
35,299
974,909
252,194
472,296
70,213
1,529
2,452
0
210,581
0
0
$3,772,071

$6,442,256
4,605,000
1,393,175
770,495
3,677,100
269,124
341,500
531,000
344,900
1,949,818
3,234,144
3,955,442
705,000
62,200
159,447
0
900,857
0
0
$29,341,458

$387,679
1,855,366
67,797
259,946
376,983
0
61,215
0
0
0
0
0
0
0
$3,008,986

$177,314
953,689
30,124
62,762
153,896
0
382,910
0
0
0
0
0
0
0
$1,760,695

$177,314
953,689
30,124
62,762
153,896
0
0
0
0
0
0
0
0
0
$1,377,785

$176,859
1,547,710
88,026
168,934
289,015
0
17,508
0
0
0
0
0
0
0
$2,288,051

$160,018
1,272,030
27,318
81,604
217,083
0
0
0
0
0
0
0
0
0
$1,758,054

$219,939
1,351,206
57,309
96,489
263,287
0
0
0
0
0
0
0
0
0
$1,988,229

$355,397
1,255,474
28,792
110,152
262,044
0
0
0
0
0
0
0
0
0
$2,011,860

$244,691
1,885,412
83,480
223,911
369,739
0
71,216
0
0
0
0
0
0
0
$2,878,450

$188,410
1,460,568
45,062
95,853
331,571
0
174,896
0
0
0
0
0
0
0
$2,296,358

$3,521,155
18,708,922
645,185
1,726,262
3,942,797
0
707,744
0
0
0
0
0
0
0
$29,252,065

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

July
$231,336

August
$202,434

September
($350,627)

October
($1,659,545)

November
($2,046,046)

Cash Receipts
Property Tax
Sales Tax
Franchises
Business Licenses
Utility Users Tax
Other Taxes
Fines and Penalties
License and Permits
Rentals
In-Lieu Fees
State/Other Agency Reimbursements
Recreation Fees
Fees for Service
Donations
Miscellaneous
Interest Income
Transfers In
Debt Proceeds
TRAN Proceeds
Total Cash Receipts

$0
577,893
0
415,065
335,795
32,037
29,048
62,677
20,590
0
192,567
563,469
142,287
0
27,238
0
0
0
0
$2,398,666

$0
354,319
203,711
239,936
267,995
11,717
32,206
42,274
36,517
0
22,653
265,805
66,591
0
75,111
0
0
0
0
$1,618,835

$0
409,765
0
19,333
297,491
13,298
22,936
43,600
30,088
0
488,623
246,663
23,945
0
813
0
219,442
0
0
$1,815,997

$250,064
329,034
130,537
26,891
347,815
55,978
14,293
60,932
17,562
0
226,269
268,825
43,615
368
534
0
0
0
0
$1,772,716

$0
436,376
97,940
13,269
296,029
0
52,565
30,040
23,283
0
191,836
227,687
40,826
2
3,834
0
31,949
0
0
$1,445,637

Cash Disbursements
General Government
Public Safety
Public Works
Community Development
Recreation
Economic Development
Debt Service
Transfers Out
TRAN Principal Payment
TRAN Interest Payment
Corporation Loan from/(to) GF
Net Cash from Fiscal Agent
Change in Deposit & Prepaid Accounts
Advance from/(Reimbursement to) GF
Total Cash Disbursements

$225,348
1,531,935
45,105
153,479
471,701
0
0
0
0
0
0
0
0
0
$2,427,569

$299,457
1,323,696
35,178
164,552
349,013
0
0
0
0
0
0
0
0
0
$2,171,896

$704,267
1,854,693
36,973
126,186
402,798
0
0
0
0
0
0
0
0
0
$3,124,916

$204,462
1,463,454
69,898
119,633
301,771
0
0
0
0
0
0
0
0
0
$2,159,217

$0

$0

$0

$0

Beginning Balance

Interfund Borrowings

December
1-10
($3,609,395)

Net Cash Flow

($28,902)

($553,061)

($1,308,919)

($386,501)

($1,563,349)

($1,400,307)

$2,389,403

Ending Balance

$202,434

($350,627)

($1,659,545)

($2,046,046)

($3,609,395)

($5,009,702)

($2,620,299)

Source: City of El Cerrito

($218,161)
($2,838,460)

$941,764
($1,896,695)

May
$85,400

June
($1,154,984)

TOTAL
$231,336

($324,933)

$2,307,029

($1,240,384)

$1,475,713

$89,393

($2,221,628)

$85,400

($1,154,984)

$320,729

$320,729

