C I TY OF

HAYWARD

HEART OF THE BAY

DATE: Séptember 28,2010
TO: . Mayor and City Council
FROM: . Director of Finance
- SUBJECT: Authorization for City Manager to Execute One Master Lease with Three Lease

Purchase Agreements and Promissory Note for the Purchase of Motor Vehicles,
and necessary Funding Transfers '

RECOMMENDATION

That City Council approves the attached resolution authorizing the City Manager to execute 1) a
Master Lease with three Equipment Lease/Purchase Agreements, 2) other documents necessary to
procure equipment lease financing for $3.17 million from Bank of America Public Capital Corp., 3)
a Promissory Note/Loan to borrow $200,000, and 4) funding transfers. '

BACKGROUND

The City Fleet Management Division manages a fleet of over 360vehicles. Each year certain
vehicles are up for scheduled replacement. The City has extended the useful lives of many vehicles
beyond best practices due to funding constraints, This year the Equipment Manager is '
recommending minimum replacements of nineteen vehicles.

Over the past several years, the City has taken advantage of low-interest rate leases to spread the
cost of equipment purchases over a portion of their useful lives. Staff recommends vsing lease
financing for the current year equipment acquisitions identified below. All equipment scheduled for
replacement has exceeded its-useful life and has been inspected by the Equipment Manager. The
vehicles due to be replaced will be taken out of service, and will be scheduled for auction by the
Fleet Management Division. Fire apparatus will in turn replace the Fire Department reserve
apparatus, as current reserve vehicles are older and less serviceable.

DISCUSSION

Staff is requesting approval for one Master Lease Agreement with three lease purchase agreements
to finance nineteen motor vehicles with a total estimated cost of $3,170,000 as described below.



Vehicle Type Number to be Life of Lease/ Useful Estimated Cost
Purchased Life of Vehicle

-| Seagrave Fire Engine,

( including outfitting of radios)

To be used by the City’s Fire Department 3 ' 10 years $1,991,524
International 7400, 5-10 yard Dump :

Truck

To be used by the Maintenance Services

Department. 2 7 years $230,000
International 7400, Flat Bed with ‘
short/long dump bed

To be used by the Maintenance Services
Department. 2 7 years $220,000

Tymco, Model: 600 Regenerative Air
Sweeper.

To be used by the City’s Street Sweeping
Division. 2 7 years $368,558

Dodge Charger with Police Package,
(including outfitting)

To be used by the City's Police _
Department. 10 4 years $360,000

Capital Lease Financing - A Request for Proposal was sent to eight providers of municipal lease
financing. The results of the six proposals received are summarized below. The detailed listing of
all bidders and rates are provided at Attachment II.

The ten-year lease for three fire apparatus are all planned replacements, with no additions to the
fleet. The net effective interest rates offered by the five bidders ranged from3.24% t05.68%. The
lowest cost proposal was submitted by Bank of America Public Capital Corp. The equipment will
be financed over a ten-year term; this equates to twenty equal payments of $117,374.58 to finance
the $1,991,524 total acquisition cost.

The seven-year lease purchase-agreement for two dump trucks, two flat bed trucks, and two
sweepers are all planned replacements, with no additions to the fleet. The net effective interest rates
offered by the six bidders ranged from 2.88% to 4.23%. The lowest cost proposal was submitted by
Bank of America Public Capital Corp. The equipment will be financed over a seven-year term; this
equates to fourteen equal payments of $64,978.46 to finance the $818,558 total acquisition cost.

The four-year lease purchase agreement for ten police vehicles are all planned replacements, with
no additions to the fleet. The net effective inferest rates offered by the six bidders ranged from
2.28% t03.58%. The lowest cost proposal was submitted by Bank of America Public Capital Corp.
The equipment will be financed over a four-year term; this equates to eight equal payment of
$47,339.03 to finance the $360,000 total acquisition cost.
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Promissory Note/Loan — The City will also be entering into a short-term loan agreement or
promissory note for $200,000 with a new business locating in Hayward. The loan is required as a
fire mitigation condition of development to assist in the funding of new fire suppression equipment.
The loan will allow the City to purchase an additional fire apparatus two years earlier than the City
funding allows. This new apparatus is one of the three fire engines included in the purchases listed
above. The terms of the note include: $200,000 advanced to the City on December 1, 2010, a thirty-
two- month term, zero percent (0%) interest rate, with two equal payments due on July 31, 2012 and
July 31,2013, This loan will be repaid by from the General Fund.

ECONOMIC IMPACT

All vehicles being purchased this yearwill be significantly. cleaner burning and more fuél efficient as
compared to the vehicles they are replacing. The fire engines and dump/flatbed trucks have the
latest engine management computers for fuel efficiency. The dump/flat bed trucks will also have
the latest diesel particulate matter filters on the exhaust system.. These filters eliminate any black
soot from exiting the exhaust pipe. The patrol cars will have the latest engine management system
on the V-8 engines. This latest technology will shut the engine down to run on either 4 or 6
cylinders when the vehicle requires less load. This cylinder shut-down technology will greatly
increase fuel economy while also emitting fewer tail pipe emissions into the environment.

Alternative fuel engines are not available for Seagrave fire apparatus or Dodge patrol cars at this
time. There are CNG engines available for the diesel trucks and sweepers, however aCNG vehicles
costapproximately $30,000 more than a conventional diesel vehicle. Hybrid technology is just now
emerging for medium duty trucks, but the technology has not been proven thus far, and the cost
would be approximately $35,000 to $40,000 more than a conventional diesel powered truck.

FISCAL IMPACT

TheseCity vehicle purchasesare appropriated in the Fleet Capital Fund (731). The FY 2011 Fleet
Capital budget amount is $3,115,000. A $260,000 increase to appropriations is necessary based on
the estimated cost of vehicles to be purchased, plus other replacement vehicles from previously
programmed funds.

Payments on existing and future leases are budgeted in the Fleet Operating Fund (730). This fund
has $1,425,540 budgeted for debt service payments in FY 2011, which will cover the costs for the
existing and new leases. These ongoing debt service payments are mainly funded by vehicle
maintenance fees; however in FY 2011, the Fire Capital Fund (416) will contribute $78,250 (via
fund transfer) to cover the capital lease financing costs for one engine, and the external promissory
note/loan will contribute $200,000 towards the lease payments for the third fire engine. Both will
supplement the resources available in the Fleet Operating Fund. Lease payments for vehicle
acquisitions over the next (5) years, including the new leases are listed below.
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Table I: Uses of Debt Service Payments

Annual Interest and Principal Payments (Fund 730)
Type of Issue | Interest Total Lease
Obligation Date Rates Purchase FY2011 FY2012 FY2013 FY2014 FY2015
NEW FY11
10 yr
3 Vehicles - 09/10 3.24% $1,991,524 $117,375 $234,749 | $234,749 5234,749 $234,749
NEW FY11 '
7yr
&6 Vehicles 09/10 2.88% 5818,558 64,978 129,957 129,957 129,957 129,957
NEW FY11
ayr
10 Vehicles 09/10 2.28% $360,000 47,339 " 94,678 | - 94,678 94,678 94,678
FYO9 :
Loan from Sewer
Fund 10/09 2.0% $1,000,000 160,119 157,262 154,405 151,548 148,690
FYo7 ' '
36 vehicles 07/07 4.06% $1,290,863 | - 327,256 ‘220,366 | 56,738
FYO6
21 vehicles 01/06 | 3.92% $1,656,763 368,111
2002 ABAG i
Revenue Bond
12/01 3-5% $2,480,000 214,750 215,250
TOTAL $1,299,928 | $1,052,262 | $670,527 $610,932 | 5608,074
Table Ii: Sources for Debt Service Payments

Fund FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
Fleet Operating Fund 730
Vehicle maintenance fees 51,021,678 | $1,052,262 $670,527 | 5610,932 | $608,074
Fire Capital Fund 416
Funding transfer to 730 78,250
Promissory Note/Loan 200,000
Total $1,299,928 | $1,052,262 $670,527 | $610,932 | $608,074

PUBLIC CONTACT

The Lease Financing RFP was issued August 19, 2010, with proposals due September 8, 2010.The

lease documents are on file and available for review with the City Clerk and Finance Department,

2010 Vehicle Capital Lease
September 28, 2010




Prepared by:Maria Carrillo, Purchasing Assistant
Recommended by:

Debra C, Auker, Director of Finance

Matt McGrath, Director of Maintenance Services

Approved by:

Fran David, City Manager

Attachments: I -Resolution
II- Schedule of bids received
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ATTACHMENT |

HAYWARD CITY COUNCIL
RESOLUTION NO. 10-

Introduced by Council Member

RESOLUTION AUTHORIZING EXECUTION OF MASTER LEASE,
THREE LEASE PURCHASE AGREEMENTS, PROMISSORY
NOTE, ANY OTHER DOCUMENTS NECESSARY TO PROCURE
FINANCING FOR NEW CITY VEHICLES, AND FUNDING
TRANSFERS

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Hayward
that the Council hereby authorizes the City Manager to execute one Master Lease, three Lease
Purchase Agreements, and any other documents necessary to procure financing for new City
vehicles, on terms satisfactory to the City Manager and in a form approved by the City Attorney.
Said lease agreements shall be subject to the City Council’s annual appropriation of funds.

NOW, THEREFORE, BE IT FURTHER RESOLVED, by the City Council of Hayward
that the Council hereby authorizes the City Manager to execute one Promissory Note/Loan to
borrow $200,000 at zero percent interest with other terms satisfactory to the City Manager and in
a form approved by the City Attorney.

NOW, THEREFORE, BE IT FURTHER RESOLVED, by the City Council of Hayward
that the Council hereby amends Resolution 10-083, the FY2011 Operating Budget and
Resolution 10-084, FY2011 CIP Budget as follows:

Fund Description Amount

Fleet Capital

Fund 731 Increase vehicle acquisition appropriations $260,000

| Fleet

Operating

Fund 730 Add proceeds of promissory note borrowing $200,000

Fleet Capital

Fund 731 Add proceeds of lease borrowing $3,170,000

Fire Capital Transfer from Fire Capital to Fleet Operating Fund

Fund 416 730 $78,250
IN COUNCIL, HAYWARD, CALIFORNIA ,2010

ADOPTED BY THE FOLLOWING VOTE:

AYES: COUNCIL MEMBERS:



ATTACHMENT |

MAYOR:
NOES: COUNCIL MEMBERS:
ABSTAIN: COUNCIL MEMBERS:
ABSENT: COUNCIL MEMBERS:

ATTEST:
City Clerk of the City of Hayward

APPROVED AS TO FORM:

City Attorney of the City of Hayward



9/13/2010 SCHEDULE OF BIDS ATTACHMENT I
RFP# 08171011

BANK/Interest Rate: BANK OF AMERICA ZIONS BANK HOLMAN CAPITAL BANCORP BANK  CALFIRST NATIONAL COMERICA BANK
10 Year Dump Truck & Fire Engine 3.24 *3.74 411 4.81 5.68 N/A
10 year all Dump Trucks ONLY: 3.34 N/A 4.11 4.81 N/A N/A
7 Year all Dump Truck & Sweeper 2.88 3.43 3.68 4.23 3.74 *%3.00
7 year Sweeper Only 2.88 N/A 3.68 4.23 3.74 N/A
4 year Police Veh. 2.28 3.19 3.58 2.95 2.93 2.82

*Fire Engines
ONLY **5 YEAR term




