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Minutes of the Regular Meeting of the Mayor and Council of the City of South Tucson, Arizona, held September 24, 2007.PRIVATE 

Council Present:
Jennifer Eckstrom

                    
Pete Tadeo





John Garcia





Miguel Rojas





Paul Diaz





Mary Soltero

Staff Present:

Enrique Serna, City Manager





Ruben Villa, Finance Director





Denise Valencia, Administrative Clerk





Richard Salaz, Personnel/Planning & Zoning





Marilyn Chico, Housing Director





Angel Lopez, Public Works Director





Sharon Hayes, Acting Police Chief





Gerald Porter, Grant Coordinator





Larry Anderson, Fire Chief





Ron Wilson, Judge





Hector Figueroa, City Attorney

Guests:


Leo Valdez, Hutchinson, Shockley, and Erley





Jim Zeeb, Bond Counsel





Bill DeHaan, Bond Counsel

Mayor Eckstrom led the Pledge of Allegiance.  Councilman Garcia led the Invocation.

ITEM #04 - ROLL CALL - All members of the Council were present, except for Councilman Green who was excused.

ITEM #05 - APPROVAL OF MINUTES: REGULAR MEETING SEPTEMBER 10, 2007 - Motion by Councilman Garcia to approve the minutes of the Regular Meeting of September 10, 2007.  Seconded by Councilman Rojas.  Motion passed unanimously.

ITEM #06 - RESOLUTION NO. 07-46 OF THE MAYOR AND COUNCIL OF THE CITY OF SOUTH TUCSON, ARIZONA APPROVING AND AUTHORIZING THE SUBMISSION OF A GRANT APPLICATION TO THE U.S. ENVIRONMENTAL PROTECTION AGENCY ("EPA") FOR FEDERAL BROWNFIELD FUNDS FOR CITYWIDE ENVIRONMENTAL ASSESSMENT FOR POSSIBLE PETROLEUM CONTAMINATION WITHIN THE CITY OF SOUTH TUCSON'S COMMERCIAL CORRIDORS BY CITY OF SOUTH TUCSON ("CITY") OFFICERS AND/OR DESIGNEE AND AUTHORIZING EXECUTION OF THIS RESOLUTION FOR THE PURPOSE OF AUTHORIZING THE MAYOR AND/OR HER DESIGNEE OF THE CITY OF SOUTH TUCSON TO EXECUTE GRANT APPLICATION AND SUPPORTING DOCUMENTS AND DECLARING AN EMERGENCY TO EXIST - Mr. Serna addressed Mayor and Council.  The U.S. Environmental Protection Agency will provide funds for the environmental assessment of various sites within the commercial corridors to determine whether petroleum contamination exists in order to stimulate cleanup and redevelopment of various "Brownfield" sites.  Motion by Councilman Rojas to pass and adopt Resolution No. 07-46 approving and ratifying the submission of a grant application to the U.S. Environmental Protection Agency ("EPA") for Federal Brownfield funds for the citywide environmental assessment for possible petroleum contamination within the City of South Tucson's Commercial Corridors by City of South Tucson officers and/or designee and authorizing execution of this resolution for the purpose of authorizing the Mayor and/or her designee of the City of South Tucson to execute grant application and supporting documents and declaring an emergency to exist.  Seconded by Councilman Garcia.  Motion passed unanimously.

ITEM #07 - RESOLUTION NO. 07-47 OF THE MAYOR AND COUNCIL OF THE CITY OF SOUTH TUCSON, ARIZONA APPROVING AND AUTHORIZING THE EXECUTION AND DELIVERY OF A 2007 CITY LEASE, A TRUST AGREEMENT, A LIMITED CONTINUING DISCLOSURE UNDERTAKING, AN OBLIGATION PURCHASE AN ESCROW TRUST AGREEMENT; APPROVING A PRELIMINARY OFFICIAL STATEMENT AND AUTHORIZING THE PREPARATION AND EXECUTION OF A FINAL OFFICIAL STATEMENT; APPROVING THE EXECUTION AND DELIVERY OF NOT TO EXCEED $8,500,000 AGGREGATE PRINCIPAL AMOUNT OF EXCISE TAX REVENUE OBLIGATIONS, SERIES 2007A AND TAXABLE SERIES 2007B, EVIDENCE PROPORTIONATE INTEREST OF THE OWNERS THEREOF IN LEASE PAYMENTS TO BE MADE PURSUANT TO THE 2007 CITY LEASE BETWEEN THE CITY OF SOUTH TUCSON, ARIZONA AND THE TRUSTEE UNDER THE TRUST AGREEMENT, AD THE SALE THEREOF TO THE PURCHASER THEREOF PURSUANT TO THE OBLIGATION PURCHASE AGREEMENT; AUTHORIZING THE TAKING OF ALL OTHER ACTIONS NECESSARY TO THE CONSUMMATION OF THE TRANSACTIONS CONTEMPLATED BY THIS RESOLUTION AND DECLARING AN EMERGENCY - The following is the transcript of Item #07:

Mr. Villa:  Good evening, Mayor and Council.  Since 2003, the City Council and the City of South Tucson has enjoyed the fact that we've only been making interest payments for our debt.  It so happens that the fiscal year that we're in that was just recently approved, is the first year that we would begin to pay principle. What that means, the difference between last year's commitment and this year, last year we budgeted $354,000.  This year we would need and we have committed $632,000.  Just a footnote there, $275,000 of that is funded with cash reserves.  Typically, when we bring the budget to you all, what we try to do is budget within the limitations of our revenue structure, sales tax, and property taxes.  In this case, we've had to call upon our cash reserves to meet our obligation in this case.  Now the breathing room that the City Manager just mentioned is the fact, one of the critical items we discussed during the budget process, if you approve the parameters tonight, it would allow us to then refocus that cash reserve, reinvest it until we begin to realize earnings that will be helping us to develop that fund balance that we talked about.  Putting this money into capital improvement, I would just have to mention that the building is one of the City's assets.  In fact, it's one of the most valuable assets that the City has.  Any dollar that we put into it raises the value.  So it's important to, we're not taking the money and expending it in operations.  That's not what we're proposing to do.  And again, it's just very important that we recognize that this is not going to be saving us any money in the future, but it provides at least a five-year window for us to get back in shape and go with the Manager's plan, and the City Council's plan to provide some economic development opportunities.  Leo Valdez will be answering most of the questions regarding the actual deal.  I just have to mention, though, that the resolution tonight will set a high ceiling again because we don't know by the time this gets out to be priced, if anything is going to change within the interest rates and anything else.  But as far as the costs of anything involved, we are on target.  And with that, I am done.

Mr. Serna:  Madam Mayor, members of the Council, I know that you all have received a document.  There are a lot of complex issues there.  Perhaps I can ask Leo Valdez to come forward and give a summary of the details here and then see if there are any questions from any Council members.

Mr. Valdez:  Madam Mayor, members of the Council, my name is Leo Valdez.  I'm with the firm of Hutchinson, Shockley, and Erley.  Tonight, we're before you as both City Manager Enrique and Finance Director Villa mentioned, to adopt a resolution in regards to this transaction.  If you recall, some time ago, well not very long ago, we came over here and we started speaking about this refunding.  Another word is refinancing.  Our jargon is refunding, but in other words, refinancing.  As we mentioned at that point in time, it's really not an economic refunding as City Manager mentioned.  Having said, though, that even though the interest rate isn't going to increase from your last transaction.  At the time I came to you, I think I mentioned to you more an interest rate of like 7%.  Before you tonight, based upon a series of a lot of work I've done with the staff, we've done two things to impact that in a much more positive way.  First of all, in 2000, in 1998 when we underwrote your bonds, they were non-rated, which means they have no investment rating.  They're considered a higher risk. In 2003, we had the City upgraded to triple B plus by Standard and Poor’s.  That means that you're now an investment grade and they look at your credit in a better view.  And it actually provides for liquidity in the bonds that you sell on the street.  People buy and sell them.  Because of what you've done since 2003, we went to an insurance company called XL Corporation.  And they looked at the, we have numerous calls with insurance companies and rating agencies, discussing the financing and where you're going and everything else.  And just to make it short, the City's been well run financially.  And we know you have your challenges, but it's still been well run.  So XL Corporation has committed to insure your bonds.  And your bonds will result in a triple A rating.  And you should be very proud of yourselves because there are very few small communities of your size in Arizona that have been able to accomplish that.  So you've got to thank these people a lot because they did a lot of hard work.  So rather than a 7% rate, we're looking at anywhere between a 5.60 and a 5.70.  Your bonds were, I think, a 5.30 in 2003.  So the rate went up slightly.  But you have to remember, a majority, a lot of these bonds that we issue now are not tax exempt.  They're taxable.  And because of the nature of the refunding, we (inaudible) portion tax exempt.  But to summarize a little bit, your payments will go down substantially in the first five years.  They will be interest-only again.  Your present payments for the next five years would be 526.  We're proposing somewhere in the four, let me put my glasses on, 450.  The next seventeen years, your payments would have been in the neighborhood of 627.  And these payments will be 589.  So even further out, you're going to get smaller payments.  Now we did push the debt out further.  But it's just like any mortgage you take on your house.  You make it a 30-year mortgage.  If you have an opportunity, say, five or six years from now where you want to cut back on those payments, you can reissue the bonds and make maturity shorter.  One of the things when we first came to you, we didn't have any money in for capital improvements in this financing.  But we have, if you look at your handout, we have new money in there, $408,000.  So not only have you achieved a lower payment, you've actually been able to borrow another $408,000 and change.  So I think we've accomplished two things.  We've accomplished a lower payment.  We gave you cash so you could fix, do your repairs and I think there's some equipment that the City needs.  If you adopt the resolution tonight, our plans are to, Jim actually said we could, Jim Zeeb is the underwriter's counsel and Bill DeHaan bond counsel to represent you.  Probably can do it by mail tomorrow.  We can mail the preliminary offering statement.  In order for us to price securities in the market, we have to have an offering statement.  It's called an official statement.  And with that document, investors, we get on the phone, we start selling securities.  Before we have such a pricing, we will be on a conference call.  We call it a pricing call, with Ruben and the City Manager Enrique, and we'll say, "This is what we think we can sell the securities."  And what we do is we have orders of securities that come to us and we firm those up.  And we enter into contract with the City.  And there, you would have to sign what is called a Bond Purchase Contract.  And with that contract, then that, those bonds become ours and we're liable.  Interest rates move away, it's our risk, not your risk.  So that's what we would close.  So if all things go well and we were to price even before the end of the week, if we don't price, I think we'll price probably either Monday or Tuesday of next week, we'd be in a position to pre-close on the 11th.  And close and fund the transaction.  I mean pre-close on the 10th and fund the transaction on the 11th.  Now there are several documents that you have in here and they really basically reflect a majority of your old transaction.  If you recall, the other bonds were issued by the South Tucson Municipal Property Corporation.  In this particular transaction, we have not had to continue with that process.  The markets have changed and the laws have changed and now the City itself can issue its own bonds directly for this type of transaction.  Mr. Dehaan is bond counsel and if you have any questions with respect to the documents, he's here to answer them. You know, they're various documents and they're all reflective of documents that have to be part of the transaction in order to finance the proposed transaction.

Motion by Councilman Rojas that Mayor and Council pass and adopt Resolution No. 07-47 authorizing the issuance and sale of not to exceed $8,500,000 principal amount of City of South Tucson Excise Tax Revenue Obligations, Series 2007A and Taxable Series 2007B, taking all necessary action in connection therewith, including execution of related documents, and declaring an emergency.  Seconded by Councilman Garcia.  Motion passed unanimously.

ITEM #08 - REPORTS
Councilman Rojas thanked Mr. Villa, Mr. Serna, and all the gentlemen involved for their effort in the refunding.

Mr. Serna stated the Council will receive reports at the October 15th meeting.

ITEM #09 - CALL TO THE AUDIENCE - No response.

ITEM #10 - ADJOURNMENT - Motion by Councilman Rojas that the Regular Meeting be adjourned.  Seconded by Vice-Mayor Tadeo.  Motion passed unanimously.







_________________________________






Jennifer Eckstrom, Mayor

ATTEST:

__________________________________

Marie Dolores Robles, City Clerk
CERTIFICATION

I hereby certify that the foregoing minutes are a true and correct copy of the minutes of the Regular Meeting of the City Council of South Tucson, Arizona, held on the 24th day of September, 2007.  I further certify the meeting was duly called and a quorum was present.



Dated this         day of                 , 2007.






_________________________________







Marie Dolores Robles, City Clerk

