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Approve the $8.25 Million Installment Purchase Contract for the Replacement of Transit Buses.

Staff: Department:
Amy Oland, Director Business Management
Brian Litchfield, Director Transit

Overview: The adopted Chapel Hill Transit Capital Plan identifies the need to purchase at least seven (7)
replacement buses each fiscal year to maintain a reliable and efficient and transit fleet. Grant funding has
been used to purchase 49 buses, including 11 electric buses, over the past five (5) years. However, the
department has not been able to keep pace with just grant funding and now needs to replace 13 buses,
including 60’ articulated buses. The Transit Funding Partners are committed to maintaining the Transit
Capital Plan and have committed funding to debt-finance replacement buses within the adopted Transit
budget. The Funding Partners also recognize that the Town of Chapel Hill has the fiduciary responsibility
for the operation of the public transit system, including, but not limited to, issuing any debt necessary to
finance the purchase of the new buses as well as repayment of that debt.

* Recommendation(s):

That the Council adopt the resolution approving financing terms and documents for the 2023 bus
financing that, among other things, approves the form of the agreement, authorizes the Manager to
execute the agreement, and authorizes Town Officers to take the steps necessary to complete the
financing.

Key Issues:

e The Chapel Hill Transit Partners have agreed to share the cost of financing the purchase of
replacement buses.

e The financing will allow for the replacement of up to five (5) 60’ clean diesel buses and three (3)
40’ electric buses. The final purchase numbers and costs will depend on the costs of buses, interest
rate, and costs related to borrowing.

e The purchase price of each bus is not yet known as Chapel Hill Transit is currently in the bidding

stages of the procurement process.

It will take between 18-24 months from the order date to take delivery of the buses.

The total financing amount including closing costs will be $8,250,000.

The term of the financing contract will be 10 years.

Annual debt service will be approximately $966K with the first payment due November 2023.

The Town issued an RFP for a direct bank loan financing on January 30, 2023, to over 50 national,

regional, and local lending institutions.

The Town received twelve proposals with interest rates ranging from 3.29% to 5.59%.

e Staff recommendation is to proceed with Truist Commercial Equity, Inc., the bank that responded
with the lowest interest rate of 3.29% and will therefore require the lowest annual debt service
payment.
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Where is this item in its process?

L Adopion of Financng Terms ,
Authorization to Issue & Documents Resolution and Instaliment Finance

RFP for Financing : . toan Closing
January 25, 2023 Draﬁ;g‘rf‘:ﬂcé“%ggtra“ March 28, 2023

@ Attachments:

¢ Resolution Approving Financing Terms and Documents For 2023 Bus Financing
e Draft Installment Financing Contract
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A RESOLUTION APPROVING FINANCING TERMS AND DOCUMENTS FOR THE 2023 BUS
FINANCING (2023-03-08/R-2)

WHEREAS, the Town of Chapel Hill has previously determined to carry out a plan (the “Project”) to acquire
and finance some new buses; and

WHEREAS, the Town has solicited competitive proposals from banks and other financial institutions to
provide the desired financing, and Town staff recommends that the Town accept the proposal from Truist
Commercial Equity, Inc. (the “Lender”); and

WHEREAS, this resolution provides the Town Council’s final approval of the financing terms and
documents for the Project.

NOW, THEREFORE, BE IT RESOLVED by the Council of the Town of Chapel Hill, as follows:

1. Determination To Proceed with Financing - The Town confirms its plans to undertake the
Project. The Town will carry out the Project with financing from the Lender substantially in
accordance with a financing proposal dated February 16, 2023.

Under the financing plan, the Lender will make funds available to the Town for use on Project
costs. The Town will repay the amount advanced, with interest, over time. The Town will grant to
the Lender a security interest in the new buses to secure the Town’s repayment obligation.

2. Direction To Execute Documents -- The Council authorizes the Mayor, the Town Manager, and
the Town Finance Officer to act on the Town’s behalf and execute and deliver all appropriate
documents (the “Documents”) for the proposed financing. The Documents will include an
Installment Financing Contract between the Town and the Lender in substantially the form of the
draft dated February 26, 2023, which has been made available to Council, and may include a
separate agreement for the custody and investment of financing proceeds pending their application
to Project Costs.

The execution and delivery of any Document by an authorized officer will be conclusive evidence of
such officer’s approval of the final form of that Document. The Documents in final form, however,
must be consistent with the financing plan described in this resolution and must provide (a) for the
amount financed by the Town not to exceed $8,250,000, (b) for an annual interest rate not to
exceed 3.29% (in the absence of default, or a change in tax status, as described in the draft
agreement), and (c) for a financing term not to extend beyond December 31, 2033.

3. Officers To Complete Closing - The Council authorizes the Town Manager, the Finance Officer,
and all other Town officers and employees to take all proper steps to complete the financing in
cooperation with the Lender and in accordance with this resolution.

The Council authorizes the Finance Officer to hold executed copies of all financing documents
permitted by this resolution in escrow on the Town’s behalf until the conditions for their delivery
have been completed to her satisfaction, and then to release the executed copies of the documents
for delivery to the appropriate persons or organizations.

Without limiting the generality of the foregoing, the Council specifically authorizes the Finance
Officer to approve changes to any documents, agreements or certifications previously signed by
Town officers or employees, provided that the changes do not conflict with this resolution or
substantially alter the intent from that expressed in the form originally signed. The Finance
Officer’s authorization of the release of any document for delivery will constitute conclusive
evidence of her approval of any changes.

In addition, the Finance Officer is authorized to take all appropriate steps for the efficient and
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convenient carrying out of the Town’s on-going responsibilities with respect to the financing of the
Project. This authorization includes, without limitation, contracting with third parties for reports
and calculations that may be required under this resolution or otherwise with respect to the
Documents.

4. Resolutions As To Tax Matters -- The Town will not take or omit to take any action the taking or
omission of which will cause its obligations to pay principal and interest (the “Obligations”) to be
"arbitrage bonds," within the meaning of Section 148 of the “Code” (as defined below), or “private
activity bonds” within the meaning of Code Section 141, or otherwise cause interest components of
the installment payments to be includable in gross income for federal income tax purposes.
Without limiting the generality of the foregoing, the Town will comply with any Code provision that
may require the Town at any time to pay to the United States any part of the earnings derived
from the investment of the financing proceeds. In this resolution, "Code” means the United States
Internal Revenue Code of 1986, as amended, and includes applicable Treasury regulations.

5. Additional Provisions - The Council authorizes all Town officers and employees to take all further
action as they may consider desirable in furtherance of the purposes of this resolution. The Council
ratifies all prior actions of Town officers and employees to this end. Upon the absence,
unavailability, or refusal to act of the Mayor, the Town Manager, or the Finance Officer, any other of
such officers may assume any responsibility or carry out any function assigned in this resolution.
The Clerk is authorized to affix, and attest to, the Town’s seal on any Document. In addition, the
Mayor Pro Tem, or any Deputy or Assistant Town Clerk may in any event assume any responsibility
or carry out any function assigned to the Mayor or the Clerk, respectively, in this resolution. All
other Council proceedings, or parts thereof, in conflict with this resolution are repealed, to the
extent of the conflict. This resolution takes effect immediately.

This the 8% day of March, 2023.

The Agenda will reflect the text below and/or the motion text will be used during the
meeting.

By adopting the resolution, the Council adopts the resolution approving financing terms
and documents for the 2023 bus financing that, among other things, approves the form
of the agreement, authorizes the Manager to execute the agreement, and authorizes
Town Officers to take the steps necessary to complete the financing.
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