








361 

Sacramento City Council 
October 10, 1985 
Page a 

However, the City Treasurer has discussed the role of performing as 
underwriter with Paine Webber. Paine Webber has agreed to perform in this 
role for the 1985/86 IRAN under the same terms and conditions as the 
1984/85 TRAN which was competitively bid and determined the best at that 
time. 

Therefore, the City Treasurer recommends retaining Paine Webber, Inc. for 
the year's proposed 1985/86 TRAN. The terms and conditions will be the 
same as the investment banking agreement entered into in PY 1984/85. 

FINANCIAL  

City Finance Department staff have determined that the maximum cash flow 
deficit of $2.991 million occurs in the third week of December of 1985. 
As a result of TRAN financing arbitrage regulations which permit borrowing 
the maximum deficit plus the next month's disbursements, a total of $13.5 
million in TRAN borrowing can be accomplished. 

Assuming a borrowing cost of 6% on the $13.5 million IRAN, a maturity date 
of November 14, 1986, reinvestment of TRAN proceeds at 9% and financing 
costs and expenses not to exceed .65% ($87,750.00), then the net benefit 
to be received by the City. General Fund after all costs and expenses are 
met and cash flow deficits are covered is estimated to be approximately 
$302 thousand_ 

To implement this program it is necessary for City Council to: 

--	 Authorize staff to proceed with a $13.5 million TRAN sale as 
outlined in this financing action plan (see Attachment 2), and 

--	 Approve: 

The selection of Paine Webber as Underwriter under the terms and 
condition of their 1984/85 TRAN Investment Banking Contract with 
the City (see Attachment 3). 

The selection of Orrick, Herrington & Sutcliffe as Bond Counsel. 

Authorize the City Treasurer to negotiate the TRAN rate with 
Paine Webber on November 5, 1985 subject to final City Council 
approval that evening, and 

Authorize the City Manager to execute the TRAN Purchase Contract 
with Paine Webber upon approval by City Council of the sale of 
TRAN notes to Paine Webber.













ATTACHMENT 2  
1985-86


TRAN FINANCING SCHEDULE

Milestone Completion 
*Item
	 *Responsibility	 Date 	 Date  

City staff submit financial 	 FC	 9/20/85	 9/20/85 
data for OS 

OH provide Draft 1 ROS to Friery	 OH	 10/8/85	 10/8/85 

Distribute Draft 1 ROS for comments 	 Friary	 10/9/85	 10/9/85 

OH provide Draft 1 OS to Friery	 OH	 10/9/85 

Distribute Draft 1 OS for comments	 Friery	 10/10/85 

Comments on Draft 1 OS & ROS to Friery PC 	 10/15/85

by 1:00 p.m. 

Draft comments to UW at 4:00 p.m. 	 Friery/UW	 10/15/85 

BF/C:	 Friery/Crist	 10/15/85 
- -Authorize THAN sale & financing 

action plan 
- -Selection of PW as UW 
- -Delegate authority to City Manager 

to execute Purchase Contract 
- -Selection of OH as Bond Counsel

	
el 

- -Authorize Treasurer to Negotiate TRAN 

	

11/5/85 subject to BF/C final approval
	

C1 

OH provide Draft 2 ROS & 
OS to Friary	 OH	 10/16/85 

Distribute Draft 2 for comments 	 Friery	 10/17/85 

Comments Draft 2 OS & ROS by 1:00 p.m. PC	 10/18/85 

Draft comments to PW by 4:00 p.m. 	 Friery/UW	 10/18/85 

OH provide Draft 3 OS & ROS to Friary OH	 10/21/85 

BF/C	 Friery/Crist	 10/22/85 
- -Adopt ROS	 10/22/85 
--Approve OS	 10/22/85 

Mail OS to rating agencies & 
sales force	 UW	 10/23/85 

Draft 1 Purchase Contract to City 
for review	 UW	 10/25/85 

*See Legend for abbreviation explanation.











2. Paine Webber will advise specifically on the timing of the proposed 

note sale, the dating and maturity of the notes, provisions for appointment of paying 

agents, good faith check, terms of delivery, convenants as to the periodic deposit of 

revenues, permitted invesments, and similar technical matters. Paine Webber will 

cooperate with bond counsel employed by City in determining such financial 

specifications as may be required in any legal document relating to the issuance and sale 

of the notes, and will work to assure maximum marketability of such notes. 

3. Paine Webber will prepare, at the direction of and for adoption by 

City, an Official Statemtent relating to any notes to be offered for sale to be supplied to 

prospective buyers of the notes. Such Official Statement will include, among other 

things, a detailed description of the notes offered, a factual account of City's powers, 

the econmic and financial background and resources of City, and such other fiscal, legal 

and statistical matters as experience has shown to be desirable in securing ratings for the 

notes from investment services and the widest participation among potential buyers. 

Paine Webber will arrange for the distribution of the Official Statement to a 

comprehensive list of prospective note underwriters, banks and institutions. 

• 4. At times reasonably in advance of the proposed note sale, Paine 

Webber will consult with and advise City concerning advertising, information to 

prospective buyers, the provision of information to financial journals and investment 

rating services, and similar measures designed to stimulate and broaden interest in the 

notes proposed to be sold. After and in accordance with such consulation, Paine Webber 

will contact note buyers, institutional investors, financial publications, and rating 

services to the extent that such contacts are deemed beneficial to the interests of City. 

Paine Webber will advise City, prior to sale of any notes, as to the advisability of 

information meetings and if such meetings are recommended and approved, will assist 

City in presentation of financial information on such occasions. 

5. Paine Webber shall pay its own costs of travel, communications, 

and overhead expense inconnection with the above services. City shall pay costs of note 

printing, printing and distribution of Official Statements, advertising, direct cost of



information meetings, and expenses for legal, rating statistical or other professional 

services incurred by City. Nothing in this paragraph shall, however, prevent City from 

assigning Paine Webber the responsibility of arranging for and supervising such printing 

and/or distribution of Official Statements. 

6. Paine Weber will engage a counsel to the underwriters. The fees 

and expenses of counsel to the underwriters will be paid by Paine Webber. Counsel to the 

underwriters will review all documentation prior to the sale of any notes and will prepare 

the purchase contact and customary legal memoranda for use in the resale by the 

underwriters of the notes. 

7. At such time as- all pertinent rePorts, rulings, resolutions, the 

preliminary Official Statement, and all other necessary documents and proceedings have 

been determined by City and Bond Counsel to be satisfactory in all respects for financing 

purposes, Paine Webber will, subject to the satisfaction of Paine Webber and the City, 

offer to purchase, on the terms and conditions stated therein, the notes in question. 

During the (approximately) three business days immediately preceding the submission of 

any such offer to purchase the notes, Paine Webber will indicate to City the interest 

rate(s), the purchase price to the City and the public offering price of the notes which 

Paine Webber then estimates will be included in such offer. Any form of offer to 

purchase the notes will be accepted or rejected by the City on the same day such offer is 

submitted. City will be under no obligation to accept any such offer and, if after 

negotiations with Paine Webber acting on behalf of the underwriting group, the parties 

fail to agree to the proposed terms of sale of such notes the City may than offer the 

notes to others on terms not less favorable to City than those offered by Paine Webber. 

8. In carrying out this Agreement, Paine Webber will make available 

the full experience of its organization and will employ its members and prestige so as to 

represent the City with maximum effectiveness in contracts -with the financial 

community and with investors. 

9. Paine Webber and the underwriting group organized by it are to 

receive compensation solely from the difference between the price paid to the City for







AT'TACHIVIENT A: 
Underwriter's Compensation 

The total underwriter's compensation is the sum of four 
fees, each of which is a payment for a separate portion of the financing program. Each 
area is explained below in brief. 

** Management Fee: This is a payment by the syndicate 
to the managing underwriters in recognition of their expertise in finance and marketing 
skills in the development and implementation of the financing, and for the amount of 
time and effort expended on the financing. Market conditions have little effect on the 
size of this fee, but it generally declines as the size of an issue increases. 

i* Expenses: These represent the out-of-pocket 
disbursements made by the underwriters for expenses incurred during a financing. 
Underwriter's Counsel fee and a fee to clear physically the notes at closing are the two 
major components of this category. Other expenses can include computer costs, travel 
and entertainment and advertising. Legal expenses and computer expenses vary 
depending upon the complexity of the financing. Generally, the expense component of 
the spread is relatively independent of market conditions. 

** Underwriter's Fee: This is the compensation to the 
members of the underwriting syndicate for the risk associated with the commitment of 
their capital to underwrite the notes. This fee could increase under adverse market 
conditions reflecting the increased likelihood of underwriters taking notes into their own 
portfolios, hence potentially taking substantial inventory losses. In strong markets, or in 
financings wherein the underwriting syndicate has minimal market risk, this portion of 
the gross spread can be reduced. 

** Selling Commission: Also referred to as "takedown", 
this item is the single largest component of the spread. The takedown is that portion 
which is paid as a commission to the underwriting syndicate's sales organizations for 
their efforts in selling the notes. The takedown varies considerably with different note 
issues, depending on the maturity of the notes, the size of the issue, the type of issuer, 
the nature of the credit behind the notes and the stability of the credit markets, all of 
which effect the acceptance of the notes in the market. The takedown usually increases 
as the maturity lengthens. Therefore, the takedown will be larger for term bond 
maturities and smaller for shorter maturities or notes.




