FINANCE & BUDGET COMMITTEE

February 21, 2002

SUBJECT:
GRAND CENTRAL SQUARE BONDS

ACTION:
ADOPT AUTHORIZING RESOLUTION AND APPROVE RELATED DOCUMENTS

RECOMMENDATION
Adopt a resolution authorizing MTA to effect the refunding of the Community Redevelopment Authority of the City of Los Angeles (the “CRA”) outstanding 1993 qualified redevelopment bonds and approve related documents (Attachments 1-3).

POLICY IMPLICATION
The transaction complies with the economic refunding criteria of the MTA Debt Policy regarding the minimum acceptable benefit.  
BUDGET IMPACT

This refunding is estimated to yield a net present value savings to the MTA of approximately $1.4 million.  Approval of this action will allow the MTA to pay approximately $350,000 of issuance costs in addition to those paid from the refunding bond proceeds.  These incremental costs were not included in the FY02 budget.  The MTA will recover these outlays from up-front debt service savings that will be realized in December 2002.  The balance of debt service savings will be realized ratably over the remaining life of the bonds through 2026.

ALTERNATIVES CONSIDERED
A. The bonds could be redeemed.  This alternative is not recommended because that action would require using unrestricted cash that could be used for operating transit service.

B. Issuance of the series 2002‑A bonds could be delayed.  This alternative is not recommended because of potential adverse interest rate fluctuations.

BACKGROUND

In 1993 the MTA entered into agreements with the CRA and the project developer that, among other things, committed MTA to pay the debt service on $21.7 million of qualified redevelopment bonds.  The bonds were issued by the CRA to fund the portion of the project not paid for by the multi-family housing bonds that were also issued in 1993.  The project consists of the rehabilitation of the Grand Central Market and the Lyon Building for commercial use and the rehabilitation of the Homer Laughlin Building and the Million Dollar Building for multifamily rental housing, and construction of a portion of the related parking complex.  The market and other parts of the project are in the proximity of the north portal of the Pershing Square Metro Red Line station and are designated as a joint development project.  The $9.5 million of housing bonds are not recommended for refunding since they do not meet the criteria of the Debt Policy.

The bonds will be sold on a competitive basis by the CRA in March 2002, or at such other time during the six months following this approval as the MTA’s financial advisor recommends.  The bonds will be awarded by the CRA to the underwriting syndicate providing the lowest interest cost.  The par amount of the issue shall not exceed $21 million.  The bonds shall not be outstanding for more than 30 years and the maximum aggregate interest rate for the issue shall not exceed seven percent (7%).  The bond issue will utilize a cash funded debt service reserve fund, will not have any capitalized interest and is anticipated to be pre-qualified for credit enhancement (bond insurance) prior to the competitive bond sale.  

Attachments:

1 - Authorizing Resolution for Issuance of Bonds

2 – Supplemental Trust Agreement

3 – Pledge Agreement
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