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v Resolution
Professional Services Agreement — Ordinance
Financial Advisor for the bond Motion David Fieldman
issuance for Fire Station 2 Discussion Only | Deputy Village Manager
SYNOPSIS

A resolution has been prepared authorizing the Manager to execute a professional services agreement with
Speer Financial, Inc. of Chicago, Illinois for financial advisor services for the bond issuance for Fire
Station 2.

FISCAL IMPACT

The agreement includes a fee of $20,000 plus 3/10 of 1% of municipal securities issued in excess of $11
million Additional fees would have to be paid for reimbursable expenses and additional services if
requested by the Village. The fees for the services would be included in the principal amount of the bond
issue. The FY 08 Debt Service Fund will include funding for the principal and interest payments on the
bonds.

RECOMMENDATION
Approval at the March 6, 2007 active agenda.

B ACKGROUND

FY 07 Municipal Budget included the issuance of bonds for the construction of a new Fire Station 2.
Specificaly, Fund 223, Mgjor Buildings, which is classified as a Capita Projects Fund, includes $10
million in expenditures over two fiscal years for the new Fire Station 2 (specificaly, $7.5 million in FY07
and $2.5 million in FY08). These expenditures would include site/building costs, professiona fees,
furnishings/fixtures and equipment (FF&E). The source of revenue would be bond proceeds transferred
from the Debt Service Fund.

On August 8, 2006 the Village Council discussed options for funding the construction of the new Fire
Station 2. The Council supported the issuance of General Obligation (G.O.) bonds to finance the Fire
Station 2 project over twenty years with a portion of the one-half cent Home Rule Sales Tax in the Capital
Fund being used to pay the annual debt service. Generally, the project bond would be an estimated $10
million issue and require annual Principal and Interest (P&1) payments of $723,000 at a 3.8% average
interest rate over twenty years. The Fire Station will have a useful life in excess of thirty years.

On January 16, 2007, the Village Council adopted the reimbursement resolution which expresses the
Village' s intent to issue General Obligation bonds and alows the Village to reimburse itself for all or a
portion of the expenditures relating to the Fire Station 2 project that have been paid up to 60 days prior to
adoption of the reimbursement resolution or that will be paid after the adoption of the resolution.

At this time, it is recommended the Village select afinancial advisor to assist in the bond issuance. The
financial advisor’sroleisto guide the Village through the entire bond issuance process. Key
responsibilities include:




Developing afinancing plan

Coordinating the activities of al participants in the bond issuance process
Obtaining a bond rating, if necessary

Obtaining municipal bond insurance, if necessary

Interfacing with prospective bond bidders and investor groups

Preparing the documents required to issue bonds

Preparing an official statement

Determining the method of sale

Coordinating the sale of the bonds

Delivering the bond proceeds to the Village
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A detailed description of these activitiesisincluded in the attached proposal.

To select the financial advisor, the Village followed the process for the selection of professional services
per the Village's Purchasing Policy. On January 8, 2007, the Village published a Request for Proposal
(RFP) for Financial Consulting Services. Proposals were due to the Village on January 31, 2007. The
Village received nine proposals in response to its RFP. Staff recommends the Village select Speer
Financia Inc., as the firm whose services most closely meet the Village' s needs. In making this
recommendation, staff carefully reviewed the proposals of the nine firms that resporded to the RFP. In
addition, staff conducted interviews with Crowe, Speer Financial, Inc. and Oppenheimer. The firms and
their proposed fees are summarized in the table below:

Estimated Fee based on a

Firm Fee Calculation $10 Million I'ssue
A.C. Advisory, Inc. $3,000 per month + $1.00 per bond; or

$10,000 per month; or

$1.50 to $1.75 per bond; or

Time and materials basis $19,000
Crowe $9,500 + $1.50 per bond $24,500
George K. Baum & Company | $7,500 or $1.00 per bond up to $10 $17,500

million

$10,000 + $.75 per bond over $10 million
Mesirow Financial $3.00 per bond up to $10 million and

$2.50 per bond above $10 million $30,000
Oppenheimer $.85 per bond $8,500
The PFM Group $16,000 up to $5 million

$20,000 for $5 to $10 million

$24,000 for over $10 million $20,000
PMA Securities, Inc $1.25 per bond $12,500
RBC Capital Markets $30,000 flat fee $30,000
Speer Financial, Inc. $20,000 + 3/10 of 1% in excess of $11

million $20,000

As the above table highlights, there are a number of methods by which financial advisors will “price” their
services. However, the interest rate the Village obtains via a competitive sale of a GO bond accounts for
approximately 98% of the Village' s expenses associated with a bond issues. Therefore, in evaluating the
above firms, staff was focused on the prospective Financial Advisor’s ability to obtain the best interest
rate for a competitive bond issue. In addition, staff considered the firms experience in issuing general
obligation bonds for municipalities in Illinois with attributes similar to Downers Grove and their ability to
adhere to the Village' s bond issuance schedule.



Staff recommends Speer Financial, Inc. for the following reasons:

Lowest Overal Cost — Speer uses an on-line open auction public bidding process. This process allows
bidders to submit multiple bids as the auction proceeds. The amounts of the bids are not shared with the
bidders and the process remains “blind”, however bidders know how their bid ranks among others and are
offered the chance to revise their bid before the auction closes. This on-line open auction process is unique
to Speer and has been in practice for approximately 10 months. This process recently improved a bid by
.0081% resulting in a savings of over $13,000 on a $6.9 million issuance.

Experience — Speer has worked extensively with DuPage County municipalities and other governments
including the Downers Grove Park District, Elmhurst, Lombard, Addison, Carol Stream, Woodridge and
Roselle. Speer has been in business since 1954 and currently maintains a 53% share of the Illinois
municipal bond issuance market.

Responsiveness — Speer has assigned a three person team to manage the bond issuance. They are aware of
the Village' s schedule and are able to adhereto it.

ATTACHMENTS
Resolution
Proposal from Speer Financia, Inc. dated January 31, 2007



RESOLUTION NO.

A RESOLUTION AUTHORIZING EXECUTION OF AN
AGREEMENT FOR PROFESSIONAL SERVICES
BETWEEN THE VILLAGE OF DOWNERS GROVE
AND SPEER FINANCIAL, INC.

BE IT RESOLVED by the Village Council of the Village of Downers Grove, DuPage County,
Illinois, as follows:

1 That theform and substance of acertain Agreement (the* Agreement”), betweenthe Village
of Downers Grove (the“Village™) and Speer Financia, Inc. (the“Financial Advisor”), for financial advisor
servicesfor bond issuancein relation to the new fire station and administrative office building (Station #2),
as set forth in the form of the Agreement submitted to this meeting with the recommendation of the Village
Manager, is hereby approved.

2. That theVillageManager and Village Clerk arehereby respectively authorized and directed
for and on behalf of the Village to execute, attest, seal and deliver the Agreement, substantially in theform
approved in the foregoing paragraph of this Resolution, together with such changes as the Manager shall
deem necessary.

3. That the proper officias, agents and employees of the Village are hereby authorized and
directed to take such further action asthey may deem necessary or appropriateto perform all obligationsand
commitments of the Village in accordance with the provisions of the Agreement.

4, That all resolutions or parts of resolutionsin conflict with the provisions of this Resolution
are hereby repealed.

5. That this Resolution shall bein full force and effect from and after its passage as provided

by law.

Mayor
Passed:
Attest:

Village Clerk
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