UNIVERSITY CITY COUNCIL

STUDY SESSION

5th Floor of City Hall

6801 Delmar Blvd
May 9, 2016
5:30 p.m. 

The City Council Study Session was held in the Council Chamber, 5th floor of City Hall, on Monday, May 9, 2016.  Mayor Shelley Welsch called the meeting to order at 5:30 p.m.  In addition to the Mayor the following members of the Council were present:



Councilmember Paulette Carr 


Councilmember Arthur Sharpe, Jr.


Councilmember Terry Crow


Councilmember Michael Glickert.


Councilmember Rod Jennings arrived at 5:47 p.m.
Councilmember Stephen Kraft was excused.



Also present were the City Manager Lehman Walker, the Director of Finance Tina Charumilind and Financial Advisor from WM Financial Strategies Joy Howard.
Mayor Welsch asked if any members of Council would have any changes to propose on the upcoming agenda.  There were no changes brought forward.
Mr. Walker opened the study session up for discussion on the finance options for the new police facility.  He noted that staff was not making a recommendation to Council but this session was for discussion only with respect to the two options staff identified for funding the new police facility.  He introduced Joy Howard the City’s financial advisor who would be able to answer any specific questions related to these options.  Mr. Walker said the two options for consideration were a General Obligation Bond GOB and the second being a Certificate of Participation, COP.  Schedules for both options were provided to Council.  He also distributed a tentative time schedule for Council’s consideration.  Mr. Walker said the Council could make a decision at the next Council meeting.  
Councilmember Carr questioned why “election education” was listed under COP.  Ms. Howard said she prepared the schedule under the assumption that procedure with General Obligation Bonds would follow the same path using a COP until it was determined the election was not successful.  If the decision was to do just a COP, the election would not be of concern.  
Councilmember Crow asked if she had a reason why that would be an appropriate course of action.  Ms. Howard stated it was so one could see what it would look like going down a simultaneous path.  
Questions:
· Would the interest rate be influenced with a unified vote?
Ms. Howard stated the biggest factor would be the City’s rating.  Since COPs are paid out of the general fund, this could possibly affect the rating.  Presently the General Obligation Bonds are rated double A plus and the COPs are rated double A.
· Percentage difference between GOB and COP
Ms. Howard stated that at least a quarter of a percent to one-half of a percent.
· Could political volatility or split vote affect rate since the recommendation goes to an underwriter and eventually to bond buyers. 

Ms. Howard doubted it would have any effect on the interest rate
· In order to keep AA plus rating the City needs to keep 25% of operating cost in reserves.  How significant is that.

Ms. Howard said the reserves are only one component of an overall rating system.  It also takes into account the financial condition, management characteristics, economy and overall bond structure.
· Is the cost on the GOB bond is the interest rate plus a quarter of a percent and COP could go up to an interest rate plus three-quarter of a percent. 
Ms. Howard agreed

· Council asked for the City’s recent sales tax receipts in comparison with last year.
· What affect does previous draw down of reserves have on the interest rate
Ms. Howard stated that a part of accumulating reserves is a part of a rainy day function to address unknown needs.

· Was there anything in the proposal to address the use of the Annex

Mayor Welsch noted that there was $2½ million shown in the material given that was approved for the Annex.  An additional $2½ million was taken from the $7 million Council previously set aside.  Mr. Walker said there is no additional money for remediation of the Annex. 
· Where does the money for streets and pensions come from
Ms. Howard stated the administration was not pushing any particular structure buy as the City’s financial advisor she would push for a GOB if you would think the voters would approve it.
· What to finance
Ms. Howard said it would depend if you wanted to cover the minimal amount or everything (the new building and remediation).  

· Are GOB and COP handled through ordinances

Mr. Walker state it would first start by passing a resolution to approve use of a GOB or COP.  Ms. Howard stated a GOB would next need an ordinance to approve an election and then an ordinance for the actual sale.  COP includes a lease and other documents that would be approved by an ordinance.  
· Would there be money left to fix the streets with doing a COP
Ms. Charumilind stated that only a portion of the Capital Improvement sales tax would be used to pay the debt and the remaining could be used for any improvement.  
· Why is $2.2 million being spent on remediation, if heading toward relocation of the police facility

Mr. Walker stated the City has 60 to 90 days to move the police.  He said the tuck pointing being presently done is over ½ million dollars.  He said he would supply Council with the specific number with respect to the drawing down of the $2 million.  
· Why are we continue to spend on the remediation since the police facility will be moved  
Mr. Walker said if nothing is done, the building will continue to deteriorate.  To preserve the Annex for anything, the tuck pointing has to be done.  
· Is there a fourth option with the GOB.  Is this an opportunity to take care of a bigger problem as renovating the Annex for a specific purpose
The GOB of $15 million would be able to use remaining proceed to improve/repair the Annex building to the white-box phase.  The proceeds cannot be used for other City buildings.  Ms. Howard noted that it cannot be used to create space for future rentals.
· Experience with multiple bond issues placed on the ballot.  

Dependent on voters
· Asked what the cost is to “white-box” the Annex

Ms. Howard said the way she saw it was the Annex was the present police station and the new police station would be built; one is temporary and one is permanent.  She noted that this question should be proposed to bond counsel.  

· If the City goes for a GOB and it fails can the City then do a COP
Ms. Howard stated that was the decision of how she did the schedule that was presented to Council.
Councilmember Crow asked the Council not to vote on this at the next meeting as he will be out of the country and not available.
Meeting was adjourned at 6:25 p.m.
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