
















































































Item No. 8   
An Ordinance authorizing the issuance of “City of El Paso, 

Texas, General Obligation Pension Refunding Bonds, 
Taxable Series 2013”; levying a continuing direct annual ad 
valorem tax for the payment of said Bonds; and resolving 

other matters which are necessary to effectuate said issuance, 
including the delegation of matters relating to the sale and 
issuance of the Bonds to an authorized City official within 

certain specific parameters.  

October 15, 2013 
City Council Agenda 



 

• Election held on February 7, 2004, where voters of the 
City approved a City Charter amendment authorizing a 
one-time contribution to the Fund, payable in one or more 
installments, to partially fund the unfunded actuarial 
accrued liability ("UAAL") in the City's Firemen and 
Policemen Pension Fund (the "Fund") 

• In connection with this amendment, the City had 
previously entered into an agreement with the Fund to 
make a contribution to the Fund in two installments 
aggregating $210 million.   

  
 

 

Background 



 

• Certain changes to the pension statute which govern the 
Fund were predicated upon both installments being 
delivered to the Fund by the end of July 2009. 

• The first installment of $100 million was unanimously 
approved by City Council on June 19, 2007, and the funds 
were delivered to the pension fund by July 31, 2007.  This 
first installment was issued over a 25-year period and was 
priced at a True Interest Cost (“TIC”) of 6.04%. 
• The Fund’s internal ROR was 7.75% 

 
  
 

 

Background 



 

• The second installment of $110 million was issued as 
short-term obligations to obtain a more favorable interest 
rate with the expectation that the bonds would be refunded 
and restructured prior to their maturity date of August 15, 
2014.    

• At that time, the long-term interest rate environment was 
not favorable to issue the 2009 Bonds over a long-term 
period so the City decided to issue the bonds over a five-
year period and wait until the market was more favorable 
to fix out the debt over a longer period of time. 

  
 

 

Background 



2009 Issuance  
• Issuance was to have a 30-year repayment structure 
• Taxable long-term rates were at approximately 7%; 

targeted rate of return of the Fund was 7.75%. only 75 
bps apart 

• Extensive review of structures by First Southwest, 
underwriters, and City staff, all with goal to minimize 
the interest cost of the Pension Obligation Bonds  

• Turned to short-term rates as a viable option to achieve 
goal over 30-year period 

• Goal was to refinance in five years over a 25-year 
period in order to maintain goal of 30-year repayment 
structure 



Pricing Outcome of 2009 Issuance  

April 9, 2009      
TIC: 7.00%

May 12, 2009       
TIC: 3.74%

Variance TIC 
(1.15%)

Net Impact to Debt 
Tax Rate

8/31/2010 $7,808,150 $4,016,645 $3,791,506 $0.0126
8/31/2011 7,808,150             4,016,645                  3,791,506          $0.0121
8/31/2012 9,228,150             5,436,644                  3,791,506          $0.0118
8/31/2013 9,223,750             5,487,483                  3,736,268          $0.0113
8/31/2014 9,182,700             5,639,960                  3,542,740          $0.0104
8/31/2015+ 229,607,350         229,607,351              (1)                     
Totals $272,858,250 $254,204,726 $18,653,524  

Variance in TIC $18,653,524

Average Annual Savings $3,730,705

$0.0120

Annual Debt Service Requirement

Average Annual Savings in Debt 
Tax Rate



Gross Savings Estimations and 
Options** for Refunding in 2013 

**Estimations and options are based on pricing at today’s rate.  These are subject to change. 
 
 

Interest Cost Gross Savings

Series 2009 Interest Assumed at 7%* 159,889,707$     -

Series 2009 Interest $19,943,237
Interest Payout of Fixout at 25 years $93,536,945
  Total Interest Payout at 5.1335% $113,480,182 $46,409,525

Series 2009 Interest $19,943,237
Interest Payout of Fixout at 20 years $65,299,750
  Total Interest Payout at 4.83% $85,242,987 $74,646,720

*Based on 2009 model, 30-year amortization, Par $114,260,000, TIC: 6.94%



2013 Parameters Resolution 
• Parameter authorization will enable sale of pension obligation bonds 

at optimum timing and structure up until August 15, 2014 
• Council will establish sale parameters in Ordinance 

– Maximum Interest Rate – 8.75% 
– Aggregate Principal Amount of Issue - $114,000,000 
– Final Maturity Date – December 31, 2040 
– Expiration of Delegated Authority – August 15, 2014 
– Aggregate of payments may not exceed the aggregate amount of 

payments that would have been made on the Refunded Bonds had 
the refunding not occurred by more than $177.50 million, net of 
any issuer contribution 

– The $177.5 million is the interest payments at an assumed 
rate of 8.75% for 25 year. 

• Council delegates final pricing authority to Pricing Officer(s);  Pricing 
and the Officer(s) can only approve sale if Council parameters are 
met.  



Projected Impact on  
 

the Tax Rate 
 

Based on Planned  
Issuance 

 

Assumptions: 
(1) Assumes annual taxable value growth as follows: 1.50% 
for 2015-2017, 2.0% for 2018-2019, 2.50% thereafter. 
(2) Net of self-supporting debt and BAB Tax Credit 
payments. The 2009 Pension Obligation Bonds structure 
assumes an initial 5 year bullet at 3.74%; thereafter, debt 
service shown is for 25 years at 7%. 
(3) Net of Capitalized Interest. 

 

City of El Paso, Texas
Tax Rate Impact of Current Debt and Proposed Long-Term Debt Issuance 
As of October 1, 2013

As of October 1, 2013

FYE
2013 0.2163  
2014 0.2326  
2015 0.2408
2016 0.2612
2017 0.2704
2018 0.2795
2019 0.2868
2020 0.2961
2021 0.3037
2022 0.3072
2023 0.3091
2024 0.3017
2025 0.2940
2026 0.2843
2027 0.2784
2028 0.2776
2029 0.2721
2030 0.2686
2031 0.2634
2032 0.2500
2033 0.2119

= Projected Maximum Debt Rate

Authorized but not Issued1

1This column includes debt that 
has been authorized by Council 
but not yet issued through debt 
obligations.



Financing Team: 
City of El Paso 

 Carmen Arrieta-Candelaria – Chief Financial Officer 

Dr. Mark Sutter – Comptroller 

FirstSouthwest 

 George Williford – Managing Director 

Corky Hall – Executive Director 

 Maria Fernanda Urbina – Senior Vice President 

Norton Rose Fulbright 

 Paul Braden – Bond Counsel 

Selected Underwriters 

 Goldman Sachs – Lead Manager 

 Co-Managers – TBD by Pricing Officers 

 



Recommendation 
Financing Team recommends approval 
of the Ordinance authorizing issuance 

of the Pension Obligation Bonds 



Questions? 
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