CITY oF NEW BEDFORD

JONATHAN F. MITCHELL, MAYOR

September 21, 2017

City Council President Joseph P. Lopes, and
Honorable Members of the City Council
133 William Street

New Bedford, MA 02740

Dear Council President Lopes and Honorable Members of the City Council:

I am submitting for your approval an ORDER authorizing the Mayor to enter into
a Master Lease Agreement in an amount not to exceed $3,684,000 for the financing of
the costs for Phase 2 energy conservation measures and facility improvement measures to
various municipal buildings and facilities pursuant to the master energy management
services agreement between the City and Siemens Industry, Inc

AL
nathan F. Mitchell
Mayor

JFM/smt

133 WILLIAM STREET * NEW BEDFORD, MA 02740 + TEL. (508) 979.1410 + FAX (508) 291.6189




OFFICE OF THE CFC

ARD J. SKY
CHIEF FINANCIAL OFFICER

CITY OF NEW BEDFORD

JoNATHAN F. MITCHELL, MAYOR

September 21, 2017
TO: Mayor Mitchell
FROM: AriJ. Sky, Chief Financial Officer
SUBJECT: ESCO Phase 2 Financing Package

On February 26, 2015, the City Council approved an Energy Management Services Agreement
(EMSA) with Siemens Industries, which initiated the City’s energy management program, whose
objective is to reduce overall energy consumption by updating the City’s property infrastructure.
Phase 1, which was approved in October 2015, provided for the replacement of HVAC plants,
lighting improvements and other efficiency measures at 10 municipal buildings and 9 schools.
Funding for the project was provided by a combination of utility rebates and lease financing,
structured to be offset by reduced energy costs.

Over the past several months, Siemens Industries and City staff have developed a second set of
improvements, or Phase 2. This package’s overall cost will be about $5.0 million, of which $0.3
million will be funded by utility rebates. The remaining $4.7 million will be partially funded
with a combination of Phase 1 savings and the State Green Communities grant, leaving a
requirement for $3.7 million in new financing. A summary of the measures to be undertaken
may be found on the accompanying table.

The City conducted a solicitation for lease proposals and received bids from seven banks to
finance the Phase 2 project. The most favorable proposal came from TD Equipment Finance,
which offered to provide $3,684,000 at a 2.61% rate over a 17 year term, with no prepayment
penalty. Siemens estimates that, if approved, Phase 2 activities should be complete by mid-2018.
Conservatively, the lease purchase agreement will provide a net cash flow benefit of about
$505,250 over the course of the 17-year term, and an estimated $409,000 annually beginning in
FY 2036.

As in Phase 1, we have taken a number of actions to ensure that the City is fully protected in the
event of any delays in project implementation or other unforeseen issues. Specifically:

1. Reductions in energy consumption are guaranteed up to 95% of the estimated savings.
The contract will also guarantee that Siemens will direct additional resources to the




project if needed to maintain schedule and will make the City whole for any shortfall in
energy savings resulting from delays in implementation.

2. To ensure that the City captures all savings, metering and verification will be based on
pre- and post-implementation measurements, as opposed to modeled savings, and
commissioning of the project will be conducted by a team separate from the group will
perform the initial installation.

3. The lease-purchase note will be structured with no prepayment penalty, and the first full
debt service payment will not be due until October 2018. In addition, the repayment
structure escalates over time, thereby allowing the City’s debt service costs to
approximate anticipated future energy costs.

The combination of financing structure and performance guarantees is intended to ensure that the
City has sufficient recourse in the unlikely event of a savings shortfall. As a result, I believe that
the project contains adequate protections against potential liability and represents a strong
opportunity to address significant facility infrastructure issues. I respectfully request that the
proposed note be submitted for the September 28, 2017, City Council meeting.

Thank you for your consideration.

Antachments




CITY OF NEW BEDFORD
CITY COUNCIL

September 28, 2017

AN ORDER TO AUTHORIZE THE MAYOR TO ENTER INTO A MASTER LEASE
AGREEMENT IN AN AMOUNT NOT TO EXCEED $3,684,000 FOR THE FINANCING
OF THE COSTS OF ENERGY CONSERVATION MEASURES AND FACILITY
IMPROVEMENT MEASURES TO VARIOUS MUNICIPAL BUILDINGS AND
FACILITIES PURSUANT TO THE MASTER ENERGY MANAGEMENT SERVICES
AGREEMENT BETWEEN THE CITY AND SIEMENS INDUSTRY, INC.

WHEREAS, the City of New Bedford (the “Lessee™) is a political subdivision of The
Commonwealth of Massachusetts (the “Commonwealth”) and is duly organized and existing
pursuant to the Constitution and laws of the Commonwealth;

WHEREAS, pursuant to applicable law, the City Council of the Lessee (“City Council”) is
authorized to acquire, dispose of and encumber real and personal property, including, without
limitation, rights and interests in property, leases and easements necessary to the functions or
operations of the Lessee;

WHEREAS, the City Council hereby finds and determines the execution of a lease-purchase
agreement (the “Equipment Lease™) in the principal amount not to exceed $3,684,000 (the
“Principal Amount™) for the purpose of acquiring a portion of the energy conservation measures
and facility improvement measures to be designed, procured, installed, implemented and
monitored pursuant to the Master Energy Management Services Agreement between the City
and Siemens Industry, Inc., approved by the City Council on February 26, 2015, and to be
described more specifically in the Equipment Lease (collectively, the “Property™), is
appropriate and necessary to the functions and operations of the Lessee;

WHEREAS, T.D. Equipment Finance, Inc. (the “Lessor”) is expected to act as the Lessor under
* the Equipment Lease,

NOW, THEREFORE, BE IT ORDERED BY THE CITY COUNCIL OF THE CITY OF NEW
BEDFORD AS FOLLOWS:

Section 1. The Lessee hereby determines that it has evaluated the financing alternatives and
that entering into the Equipment Lease with the Lessor and financing the acquisition of the
Property thereby is in the best interests of the Lessee.

Section 2. The Lessee is hereby authorized to acquire and install the Property (the “Project™)
and is hereby authorized to finance the Project by entering into the Equipment Lease. Any
action taken by the Lessee in connection therewith is hereby ratified and confirmed.

Section 3. The Mayor, the Treasurer and the Chief Financial Officer (each, an “Authorized
Representative™) acting on behalf of the Lessee are hereby authorized to negotiate, enter into,
execute, and deliver the Equipment Lease in a form that the Mayor, Treasurer and the Chief
Financial Officer shall deem in the best interests of the City. Each Authorized Representative
acting on behalf of the Lessee is hereby authorized to negotiate, enter into, execute, and deliver




such other documents, contracts and agreements related to the Equipment Lease (including, but
not limited to, an escrow agreement) as the Authorized Representative deems necessary and
appropriate.

Section 4. By a written instrument signed by an Authorized Representative, said Authorized
Representative may designate specifically identified officers or employees of the Lessee to
execute and deliver agreements and documents refating to the Equipment Lease on behalf of the
Lessee,

Section 5. The aggregate original principal amount of the Equipment Lease shall not exceed
the Principal Amount and shall bear interest as set forth in the Equipment Lease and the
Equipment Lease shall contain such an option to purchase by the Lessee as set forth therein.

Section 6. The Lessee’s obligations under the Equipment Lease shall be subject to annual
appropriation or renewal by the City Council as set forth in the Equipment Lease.

Section 7. It is hereby determined that the purpose of the Project is an object or purpose
permitted under the laws governing the Lessee.

Section 8. Each Authorized Representative is further authorized to take such actions and
execute such documents as may be necessary to ensure the continued status of the interest on
the Equipment Lease authorized by this order as excludable from gross income for federal
income tax purposes pursuant to Section 103 of the Code.
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Municipal Advisor Disclaimer

The enclosed information relates to an existing or potential municipal advisor engagement.

The U.S, Securities and Exchange Commission (the "SEC"} has clarified that a broker, dealer or municipal securities dealer
engaging in municipal advisory activities outside the scope of underwriting a particular issuance of municipal securities
should be subject to municipal advisor registration. Davenport & Company LLC (“Davenport”) has registered as a municipal
advisor with the SEC. As a registered municipal advisor Davenport may provide advice 1o @ municipal entity or obligated
parson. An obligated person is an entity other than a municipal entity, such as a not for profit corporation, that has
commenced an application or negotiation with an entity to issue municipal securities on its behalf and for which it will
provide support. If and when an issuer engages Davenport to provide financial advisory or consultant services with respect
to the issuance of municipal securities, Davenport is obligated to evidence such a financial advisory relationship with a
written agreement.

When acting as a registarsd municipal advisor Davenport is a fiduciary required by federal law 1o act in the best interest of
a municipal entity without regard to its own financial or other interests. Davenport is not a fiduciary when it acts as a
registered investment advisor, when advising an obligated person, or when acting as an underwriter, though it is required
1o deal fairly with such persons,

This material was prepared by public finance, or other non-research personnel of Davenport. This material was not
procduced by a research analyst, although it may refer to a Davenpott research analyst or research report. Unless otherwisa
indicated, these views (if any) are the author's and may differ from those of the Davenport fixed income or resgarch
department or others in the firm. Davenport may perform or seek to perform financial advisory services for the issuers of
the securitieg and instruments mentioned hergin.

This material has besn prepared for information purposes only and is not a solicitation of any offer to buy or sell any
security/instrument or to participate in any trading strategy. Any such offer would be made only after a prospective
participant had completed its own independent investigation of the securities, instruments or transactions and received all
information it required to make its own investment decision, including, where applicable, a review of any offering circular or
memorandum describing such security or instrument. That information would contain material information not contained
herein and to which prospective participants are referred. This material is based on public information as of the specified
date, and may be stale thereafter. We have no obligation to tell you when information herein may change. We make no
representation or warranty with respect to the completeness of this material. Davenport has no obligation to continug 1o
publish information on the securities/instruments mentionad herein. Recipients are required to comply with any legal or
contractual restrictions on their purchase, holding, sale, exercise of rights or performance of obligations under any
securities/instruments transaction.

The securities/instruments discussed in this material may not be suitable for all investors or issuers. Recipients should
seek independent financial advice prior to making any investment decisicn based on this material. This material does not
provide individually tailored investment advice or offer tax, regulatory, accounting or legal advice. Prior to entering into any
proposed transaction, recipients should determing, in consultation with their own investment, iegal, tax, regulatory and
accounting advisors, the economic risks and merits, as well as the legal, tax. regulatory and accounting characteristics and
consequences, of the transaction. You should consider this material as only a single facter in making an investment
decisicn.

The value of and income from investments and the cost of borrowing may vary because of changes in interest rates, foreign
exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, cperational or financial
conditions or companies or other factors. There may be time limitations on the exercise of options or other rights in
securities/instruments transactions. Past performance is not necessarily a guide to future performance and estimates of
future performance are based on assumptions that may not be realized. Actual events may differ from those assumed and
changes 1o any assumptions may have a material impact on any projections or estimates. Other evenis not taken into
account may occur and may significantly affect the projections or estimates. Certain assumptions may have been made for
modeling purposes or to simplify the presentation and/or calculation of any projections or estimates, and Davenport does
not represent that any such assumptions will reflect actual future events. Accordingly, there can be no assurance that
estimated returns or projections wil be realized or that actual returns or performance resulis will not materially differ from
those estimated herein. This material may not be seld or redistributed without the prior written consent of Davenport.
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City of New Bedford
Energy Performance Contract Phase 2 Summary

1 |Art Museum LED Hybrid $51,461 $5,800 $45,661 $2,860
2 |Art Museum Building Envelope: Air Leakage $8,828 $2,205 $6,623 $008
3 [Art Museum Water - Aerators, Showerheads, Pre-Rinse $430 $266 $164 $133
4 |Art Museum RTU Replacement with VAV $677.926 $3,744 $674,182 $1,675
5 |Buttonwood Park Greenhouse| Building Envelope: Air Leakage $3,614 $700 $2,914 $288
B  |Buitonwood Park Zoo Lighting - Relamp/Reballast $135,083 $26,145 $108,048 $13,002
7 |Buttonwood Park Zoo ‘Water - Aeratars, Showerheads, Pre-Rinse $1,868 $345 $1,523 $135
Buttanwood rk Zoo _ Walk-in FreezeriCooler Gantrols $1,825 $917

Fire Station 2

Lighting - Refamp/Rebajlast

$12

$11,109

Fire Station 2_

Water - Aeralor, Shpwerheads, Pre—inse Toilets

11 |Fire Station 5 Lighting - Relamp/Reballast $14,152 $11,188

12 |Fire Staticn 5 Water - Agrators, Showerheads, Pre-Rinse, Toilets $1,010 $0 $1,010 $a05
13 |Fire Station 7 Lighting - Relamp/Reballast 512,366 $1,763 $10,603 $875
14 |Hillman Complex LED Hybrid - Blg 9 Removed $247 621 $20,399 " §218,222 $14 557
15 |Hillman Gemplex Water - Aerators, Showerheads, Pre-Rinse, Toileis $5,288 $2,886 $2,401 $1,449
16 |Hillman Complex Pipe Insulaficn $78,588 $11.723 66,873 $4,347
17 | Hillman Complex Steam Trap Replacement $100,708 $14,808 85,900 55,491
18 |Hillman Compiex Energy Efficient Transformers $59,943 $7.871 52,072 $3,952
18  [Hillman Complex TRVs $78,378 $11.640 $67,738 34,316
20 Tnmty School Lighting - Relamp/Reballast $109,869 $22,847 $87,022 511,268

Police Headquariers

Lighting - Relamp/Reballast

$1,241

3677

$13,235

$564

540,759

$340

Police Headquariers

Water - Aerators, Shoerheads, Pre-Rinse, oilets

Lighting - New Fixiures

$855

513,715

$2

$51,806

Police Stafion 3

27

Water - Aerators, Showerheads, Pre-Rinse, Toilels

Lighting - Relarn IReballast

$503

$220

$1s 782 $12,051 52,343

Oak Grove Cemete Bundm Envelope: Air Leakage $3 805 $1,294 $2.511 3884

28 |Pine Grave Cemstery Building Envelope: Air Leakage $22,365 $22,365 ,

29 [Pine Grove Cemete Smart Tstat Upgrade - Unoccupied Space Temp Setbac $3,882 $0 $3.682 $225

30 |Rural Cemete Smart Tstat Upgrade - Unoccupied Space Temp Setbac 53,682 $0 $3,682 $599

31 [Ashley Elementary School Lighting - New Fixtures $82,700 $09,440 $73,350 $4,645
32 |Ashley Elementary School Building Envelope: Air Leakage $31,238 30 $31,238 $3,855
33 |Ashiey Elementary School Water - Aerators, Showerheads, Pre-Rinse, Toilets $084 $0 $984 $352

34 |Brocks Elementary School Piping and Fitting Insulation (sieam §10,066 $0 $19,0686 $1,592

Cost Summary Page 1 of 3




35 {Campbell Elementary School

City of New Bedford
Energy Performance Contract Phase 2 Summary

Piping and Fitting Insulation {steam}

$12,925

36 |Campbell Elementary Scheol

Steam Trap Replacement

39,302

Campbell Elementary School

Swift Elementary School

TRVs

Lighting - Relamp/Reballast

$38,427

Swift Elementary School

Water - Aerators, Showerheads, Pre-Rinse, Toileis

$373

Elementary Schocl

Carney Elementary School

TRVs

LED Hybrid w/ Forum inc

__$8.211

$581,560

$72 589

$508,571

$35,843

|45 [Parker Elementary Schocl | __Boiler Replacement and Gas rsio _ $448,304 $20,000 | 5428304 | 39324

Reprogram Boiler Control

$15,572

S1345

42 |Carney Elementary School Water - Aerators, Showerheads, Pre-Rinse, Toilets $8,963 $1,878 $7.086 $735
43 |Carney Elementary School Energy Efficient Transformers $118,912 516,872 $98,940 $8,522
] Cre  Elementary School $46,753 $34,440

515,672

$4,195

$34,738

Cost Summary

$23,561

523,561
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