
 

 
 
 

City of Placerville 
MEMORANDUM 

 
DATE:  February 28, 2006 
 
TO: City Council; and 
 Placerville Public Financing Authority 
 
FROM: John Driscoll, City Manager/City Attorney 
     
SUBJECT: RESOLUTION APPROVING ISSUANCE AND SALE OF WASTEWATER 

REVENUE BONDS BY PLACERVILLE PUBLIC FINANCING 
AUTHORITY 

______________________________________________________________________________ 
 
RECOMMENDATION  
 
1. That the City Council adopt a resolution approving the issuance and sale of wastewater 

revenue bonds by the Placerville Public Financing Authority ("Authority"), authorizing 
the distribution of the Official Statement in connection therewith and approving the 
execution of documents and actions related thereto; and 

 
2.   That the City Council, sitting as the Placerville Public Financing Authority, adopt a 

resolution providing for the issuance and sale of wastewater revenue bonds, authorizing 
the distribution of an Official Statement in connection therewith, and approving the 
execution of documents and actions related thereto. 

 
BACKGROUND
 
In October 2005, following a workshop and a public hearing, the City Council adopted a 
resolution setting wastewater rates for Fiscal Years 2005-2006 through 2012-2013. The need to 
increase wastewater rates was generated by several factors:  (1) State-mandated improvements to 
the Waste Water Treatment Plant (WWTP); (2) Highway 50 Operational Improvements Project 
sewer line relocation; (3) Aged infrastructure, including inflow and infiltration issues; (4) Higher 
operating costs; and (5) Refunding of the existing WWTP revenue bonds. 
 
The City is required to institute financing measures in order to pay for the costs associated with 
each of the above items. A combination of revenue bonds and a State Revolving Fund (SRF) 
loan are the vehicles best suited to address these financing needs. The wastewater rates adopted 
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by the Council last year were designed to not only provide the necessary revenue to meet the 
debt service requirements associated with the revenue bonds and the SRF loan, but also to 
provide capital to meet infrastructure needs and higher operating costs.  
 
At the time the new rate schedule was adopted, the projected costs for the WWTP Upgrade were 
substantially less than the costs of the project as reflected in the recent bid opening. In October 
2005, the engineering estimate for the cost of the construction of the upgrade was approximately 
$30 million. Based on the apparent low bid for the construction of the project, project costs alone 
will be approximately $39 million, and total construction costs will be approximately $45 
million. In order to cover the additional cost without having to further impact the ratepayers, the 
amount of revenue bonds has been increased from $11 million to approximately $18.5 million, 
the term of the bonds has been extended to 30 years and the SRF loan has been increased to $35 
million. These changes, coupled with an interest rate reduction, will allow the existing rate 
schedule to provide the necessary debt service for both the SRF loan and revenue bond 
repayment as well as provide capital for infrastructure needs and higher operating costs 
 
The City has received its SRF loan commitment in the amount of $35 million and the funds have 
been set aside for the City to utilize for its WWTP project. The security for both the SRF loan 
and the revenue bonds is a pledge of the net revenues of the wastewater system for repayment of 
these obligations. In order to sell the revenue bonds and obtain the best interest rate, the revenue 
bonds need to have priority over the SRF loan. The State Water Resources Control Board does 
not object to the revenue bonds having such a priority, however, prior to finalizing the contract 
for the SRF loan, the revenue bonds need to be issued and sold, which will thereby establish their 
priority. 
 
Therefore, the first step in finalizing the financing process is to authorize the issuance and sale of 
the revenue bonds, as well as the distribution of the official statement and other associated 
documents relating to the revenue bonds. The documents that the Council is being asked to 
approve tonight are as follows: 
 

1. Installment Purchase Agreement between the City and the Placerville Public 
Financing Authority; 

 
2. Trust Indenture; 
 
3. Bond Purchase Agreement by and among the City, the Authority, and the 

underwriter, Piper Jaffray; 
 
4. Preliminary Official Statement; and 
 
5. Continuing Disclosure Agreement (Appendix F to the Preliminary Official 

Statement). 
 
Copies of all these documents accompany this staff report. 
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The financing team, with respect to the revenue bonds, consists of bond counsel James Copeland 
of Sidley Austin, financial advisor Robert Doty of American Governmental Financial Services, 
underwriter Piper Jaffray, represented by Ralph Holmes and Mathew Challis, and City staff. 
During tonight's meeting, all members of the financing team will provide additional information 
to the Council and will be available to answer questions. 
 
ANALYSIS 
 
The following is an overview of the revenue bond process and the relationship to that process of 
the documents before the Council tonight. While each agreement is discussed separately, it must 
be remembered that the agreements will be executed contemporaneously.  
 
Pursuant to the Installment Purchase Agreement between the City and the Authority, the 
Authority agrees to construct and pay for the 2005 Project, sell the 2005 Project to the City and 
appoint the City as its agent to construct the 2005 Project. In this context, the 2005 Project 
includes not only the WWTP Upgrade, but also the relocation of the sewer line from Hangtown 
Creek, improvements to the infrastructure of the wastewater system and the refunding of the 
1994 sewer revenue bonds. 
 
The City agrees, pursuant to the Installment Purchase Agreement, to purchase the 2005 Project 
from the Authority and to make semi-annual installment payments to the Authority from the 
wastewater system net revenues.   
 
The Trust Indenture is executed by the City, the Authority and the Trustee. As a result of that 
agreement, bonds are issued and released to the Trustee for ultimate delivery to the underwriter. 
Pursuant to the Bond Purchase Agreement, the underwriter pays the Trustee for the 2006 bonds 
and the Trustee, pursuant to the Trust Indenture, uses a portion of that money to defease or pay 
off the 1994 bonds, and the remainder of the funds is used to finance the balance of the 2005 
Project. Those funds that are used to pay for the balance of the 2005 Project are transmitted by 
the Trustee to the Authority and ultimately to the City.  
 
The underwriter sells the 2006 bonds to the bondholders and payment of the bonds is made by 
the City, which makes its payments to the Authority, pursuant to the Installment Purchase 
Agreement. The Authority in turn, pursuant to the Trust Indenture, sends the revenues to the 
Trustee, who pays the principal and interest on the 2006 bonds to the bondholders. 
 
Attached to this report is a flow chart outlining the processes referred to above. 
 
The final document is a Preliminary Official Statement. This document is disseminated early in 
the process before the bonds are sold to the bondholders. It is intended to be a disclosure 
document which sets forth as much information as is known to the City, its financial advisor, and 
others which would be material to an investor decision with respect to purchasing the bonds. It is 
lengthy and at times repetitious as it is intended to be a complete and full disclosure of all 
material facts known to the City. It represents hours upon hours of input and review by the City's 
financing team. In order to comply with federal and state securities laws, it is very important that 
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the Official Statement be materially accurate and complete. Therefore, a careful review of this 
document is important. 
 
FISCAL IMPACT  
 
Approval of these documents will result in the issuance of slightly over $18 million of bonds 
which will constitute an indebtedness of the wastewater enterprise system. The wastewater rates 
adopted by the Council in October 2005 are designed to cover not only the debt service for the 
bonds but also the SRF loan. Should the revenues be insufficient to cover the wastewater 
system's indebtedness, the City has covenanted in the aforementioned documents to raise 
revenues (rates) to meet the obligations of the bonds and the SRF loan with an agreed level of 
coverage. 
 
Respectfully submitted,    Reviewed for fiscal impact:  
     
 
_________________________________   ___________________________________  
John Driscoll      David Warren 
City Manager/City Attorney    Finance Director  
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