FINANCE & BUDGET COMMITTEE


MARCH 21, 2002
SUBJECT:
TAXABLE COMMERCIAL PAPER PROGRAM
ACTION:
EXTEND PROGRAM EXPIRATION DATE AND AWARD A CONTRACT FOR A LETTER OF CREDIT

RECOMMENDATION

A.
Adopt a resolution extending the expiration of the taxable commercial paper (TCP) program by an additional six years until June 30, 2009.
B.
Award a three-year unit rate contract, Contract No. PS-5210-008, to Landesbank Hessen-Thuringen (Helaba) to provide a $150 million direct pay letter of credit (LOC) for an amount not to exceed $1,700,000, including legal fees and other related expenses.
RATIONALE

The three-year current letter of credit contract with Landesbank Hessen-Thuringen will expire in early June 2002.  Because the program provides a source of flexible, low cost financing, it is beneficial for MTA to continue operation of the program.  The letter of credit must be replaced in order to continue operation of the TCP program.

The current program expiration is June 30, 2003.  In order to achieve the economic benefits of the three-year letter of credit commitment, the administrative action to extend the program must be taken at this time.  This will be the second extension since the inception of the program in June 1993.

BACKGROUND

The primary use of the program is to provide interim financing for capital projects that are not eligible for tax-exempt financing until grant reimbursements or other funding are received, or until long‑term financing is arranged.  The TCP program size is $150 million with a current outstanding balance of approximately $61 million.

Commercial paper is a short‑term debt instrument that can be issued for maturities of from 1 to 270 days. Amounts borrowed typically remain outstanding longer than the maturity of the notes.  As notes mature, new notes are simultaneously issued, i.e., rolled over.  The TCP program is backed by a $150 million direct-pay LOC that is secured by a pledge of 80% of Proposition C sales tax revenues.  The LOC is a necessary component of the MTA's program.  The LOC provides guaranteed liquidity to the investors when their notes mature.  Additionally, the LOC provides a safety net for the MTA in the form of a term loan in the unlikely event the notes cannot be remarketed, preventing MTA from being required to immediately repay the entire outstanding amount.  As a result of the LOC bank’s guaranty of payment to the note holders the MTA's notes enjoy the more favorable short-term credit ratings of the LOC bank that are AAA.

FINANCIAL IMPACT

Funding of $550,000 for this service is included in the FY02 budget in cost center #0521, Treasury Non-Departmental under project # 610306, Prop C Debt Service.  Since this is a multi-year contract, the cost center manager and Executive Officer, Finance and Treasurer will be accountable for budgeting the cost in future years.  In FY01, $540,000 was expended on this line item.

The proposal price of approximately $1.3 million shown in Attachment B is based on the criteria set forth in the RFP to ensure comparability among proposers.  The recommended amount reflects a not-to-exceed amount based on the projected program utilization over the contract period.  Costs and fees included in the contract amount are anticipated to be less than $15,000 over the contract period.
ALTERNATIVE CONSIDERED

MTA could elect to not replace the expiring letter of credit.  This action would force the shut down of the program.  MTA would be required to retire the $61 million of outstanding commercial paper notes from unrestricted cash sources or draw on the existing LOC, which would result in the generation of high cost loans owed to the bank.  This alternative is not recommended.

ATTACHMENTS

A. Procurement Summary 

B. Resolution Authorizing Extension of the Program 

C.
Amendment Number 4 to First Supplemental Trust Agreement

Prepared by:
Michael J. Smith, Assistant Treasurer

Terry Matsumoto

Executive Officer, Finance and Treasurer

Roger Snoble

Chief Executive Officer  

ATTACHMENT A

PROCUREMENT SUMMARY 

AWARD A CONTRACT FOR A LETTER OF CREDIT

	1. 
	Contract Number:  PS02-5210-008

	2. 
	Recommended Vendor: Landesbank Hessen-Thuringen (“Helaba”)

	3.
	Cost/Price Analysis Information:

	
	A. Bid/Proposed Price:

$1,334,610
	Recommended Price:

$1,334,610

	
	B. Details of Significant Variances are in Attachment A-1.D

	4. 
	Contract Type: Unit Rate 

	5. 
	Procurement Dates: 

	
	A.  Issued:   December 26, 2001

	
	B.  Advertised:   December 21, 22 and 23, 2001

	
	C.  Pre-proposal Conference:  January 3, 2002

	
	D. Proposals Due: January 22, 2002

	
	E. Pre-Qualification Completed:  February 5, 2002

	
	F. Conflict of Interest Form Submitted to Ethics: February 5, 2002

	6. 
	Small Business Participation:  No goal recommended

	
	A.  Bid/Proposal Goal:

      No goal recommended
	Date Small Business Evaluation Completed:

  November 28, 2002

	
	Small Business Commitment: No goal recommended.

	7. 
	Invitation for Bid/Request for Proposal Data:

	
	Notifications Sent:

36
	Bids/Proposals Picked up:

36
	Bids/Proposals Received:

4

	8. 
	Evaluation Information:

	
	A. Bidders/Proposers Names:

Landesbank Hessen-Thuringen (“Helaba”)

The Bank of New York

Bayerische Landesbank

Landesbank Baden-Wurttemberg
	Bid/Proposal Amount:

$1,334,610
$1,606,829

$1,505,745
$1,744,082
	Best and Final Offer Amount:

     N/A



	
	B. Evaluation Methodology:  Best Value   Details are in Attachment A-1.C

	9. 
	Protest Information:

	
	A.  Protest Period End Date: March 26, 2002

	
	B.  Protest Receipt Date:  TBD

	
	C.  Disposition of Protest Date:  TBD

	10. 
	Contract Administrator:

Maria V. Lechuga 
	Telephone Number:

922-7206

	11. 
	Project Manager:

Mike Smith 
	Telephone Number: 

922-4042


ATTACHMENT A-1

PROCUREMENT HISTORY

AWARD A CONTRACT FOR A LETTER OF CREDIT 
A. Background on Contractor

Hessische Landesbank is a bank that was formed in 1953 as a result of a merger between Hessische Landesbank Darmstadt (founded 1940), Nassauische Landesbank Wiesbaden (founded 1840) as well as of Landescreditkasse zu Kassel (founded 1832).  Effective July 1, 1992, the Bank was renamed Landesbank Hessen-Thuringen (“Helaba”).  The Bank is headquartered in Frankfurt/Main and Erfurt, Germany.  Helaba fulfills the functions of a central bank for the savings banks and those of a state bank for the German Federal States of Hesse and Thuringia.  The New York Branch of Helaba, is licensed under New York law, and provides a full range of wholesale commercial banking services throughout the United States.  Commercial Paper clients include the Cities of Austin, Houston and San Antonio in Texas; New York City Municipal Water Finance Authority; Power Authority of the State of New York; the New York State Thruway Authority; County of San Diego, California; State of California; State of California Department of Water Resources and many more. 

Helaba is the current provider of the Letter of Credit to the MTA.  Helaba was awarded the contract for the Letter of Credit by the MTA Board in April 1999 for three years.  Helaba has satisfactorily performed in accordance with the contract and good business practices.
B. Procurement Background

This is a best value negotiated procurement.  Helaba has been selected because they meet all of the MTA’s requirements, have the lowest transaction completion risk and were the lowest priced of all proposers.  As the incumbent, Helaba already has credit approval from its corporate office, eliminating the risk that the credit request could be denied. 

The Small Business Diversity Unit did not recommend a Small Business Enterprise (SBE) participation goal for this procurement.  The Bank will provide the Letter of Credit to the MTA and there are no other services to be performed.   The Prime is expected to complete the entire scope with its own workforce.  

C. Evaluation of Proposals

In accordance with MTA Procurement Policies and Procedures, the Source Selection Committee (SSC) conducted a comprehensive technical evaluation of the proposals.  The proposals were first reviewed to determine that the proposer met the minimum qualifications for this Request for Proposal (RFP) as identified in the RFP section entitled evaluation criteria.  The initial evaluation determined that all four proposers met the minimum requirements in the RFP.   The four proposers were then evaluated on experience, financial condition and approach

The SSC determined that only three of the four proposers had adequately provided the information as required.  One proposer did not make the competitive range because they failed to submit most of the required information. 

The final three proposals were reviewed and ranked.  When the pricing was factored into the evaluation, it was evident that the price proposed by Helaba was the best value of the three remaining proposals.  The proposal submitted by Helaba was determined to be the most advantageous to the MTA, price and other factors considered.  

D.   Cost/Price Analysis Explanation of Variances

The recommended price has been determined to be fair and reasonable based upon adequate price competition. 

ATTACHMENT A-2

LIST OF SUBCONTRACTORS

AWARD A CONTRACT FOR A LETTER OF CREDIT
PRIME CONTRACTOR – Landesbank Hessen-Thuringen (“Helaba”)

Small Business Subcontractor



Other Subcontractors
None
None

Total Commitment:  No goal recommended.

ATTACHMENT B
RESOLUTION AUTHORIZING EXTENSION OF THE PROGRAM

RESOLUTION OF THE LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY EXTENDING THE TERM OF THE $150,000,000 TAXABLE COMMERCIAL PAPER NOTES PROGRAM AND AUTHORIZING OTHER MATTERS RELATED TO THE COMMERCIAL PAPER PROGRAM


Resolved, by the Los Angeles County Metropolitan Transportation Authority (the "Authority") that:


WHEREAS, the Authority by resolution adopted June 23, 1993 (the "1993 Authorizing Resolution"), authorized and implemented a program of taxable commercial paper (the "Program") involving the issuance from time to time of the Subordinate Proposition C Sales Tax Revenue Commercial Paper Notes, Series A (the "Notes") for the purpose of providing for the financing of the acquisition and construction of rail, bus and other transit systems and facilities within the County of Los Angeles (the "County"), provided that the aggregate principal amount of Notes and Reimbursement Obligations (as defined in such 1993 Authorizing Resolution) outstanding at any time shall not exceed $150,000,000; and


WHEREAS, under the 1993 Authorizing Resolution, the Notes are authorized to be issued pursuant to the terms of the Subordinate Trust Agreement (the "Subordinate Trust Agreement"), dated as of June 1, 1993, by and between the Authority and U.S. Bank, N.A., the successor to the Bank of America National Trust and Savings Association (the "Bank of America") and the First Supplemental Subordinate Trust Agreement (the "First Supplemental Agreement"), dated as of June 1, 1993, by and between the Authority and Trustee, as amended by Amendment No. 1 to First Supplemental Subordinate Trust Agreement (the “First Amendment”), dated as of October 16, 1995 between the Authority and Trustee, Amendment No. 2 to First Supplemental Subordinate Trust Agreement (the “Second Amendment”), dated as of July 1, 1996 between the Authority and Trustee, Amendment No. 3 First Supplemental Subordinate Trust Agreement (the “Third Amendment”, together with the First Supplemental Agreement, the First Amendment and the Second Amendment, the “Supplemental Subordinate Agreement”), dated as of dated as of June 1, 1998 between the Authority and Trustee.


WHEREAS, under the terms of the Supplemental Subordinate Agreement, the Program Termination Date is defined as June 30, 2003, or such later date as shall be established pursuant to Section 2.07 of the First Supplemental Agreement; and


WHEREAS, under the terms of the Supplemental Subordinate Agreement, the Termination Date is defined as the earlier of (i) the Program Termination Date or (ii) the sixteenth day prior to the Expiration Date of the Letter of Credit; and


WHEREAS, U.S. Bank, N.A., is the successor bank to U.S. Bank Trust National Association and has succeeded to the position of trustee under the terms of the Subordinate Trust Agreement and the Supplemental Subordinate Agreement; and


WHEREAS, the Program is a beneficial means of financing the needs of the Authority and the Authority, therefor, wishes to extend the termination date of the Program beyond June 30, 2003, by amending the definition of the Program Termination Date in the First Supplemental Agreement to June 30, 2009; and


WHEREAS, in order to have the Program function more efficiently with respect to the extension, replacement or substitution of a letter of credit, the Board has determined to amend the definition of the Termination Date in the First Supplemental Agreement to mean the earlier of (i) the Program Termination Date or (ii) the fifth day prior to the Expiration Date of the Letter of Credit; and


WHEREAS, the terms used herein and not defined herein shall have the meanings assigned to them in the Supplemental Subordinate Agreement.


NOW, THEREFORE, be it resolved by the Authority, as follows:


Section 1.  Recitals.  The Authority does hereby find and declare that the above recitals are true and correct.


Section 2.  Extension of the Program and modification of First Supplemental Indenture.  The Chair, the First Vice Chair, Second Vice Chair, the Chief Executive Officer, the Deputy Chief Executive Officer, the Executive Officer, Finance and Treasurer (each hereinafter referred to as a “Designated Officer”), are each hereby authorized and directed, for and in the name and on behalf of the Authority, to execute and deliver the Amendment No. 4 To First Supplemental Subordinate Trust Agreement (the "Fourth Amendment") providing for the amendment of (a) the definition of the Program Termination Date to June 30, 2009, and (b) the definition of Termination Date, in substantially the form on file with the MTA Secretary, with such additions, changes and corrections as the Designated Officer executing the same may approve upon consultation with the County Counsel, such approval to be conclusively evidenced by the execution and delivery of the Fourth Amendment by such Designated Officer, or any official of the Authority designated by such officer


Section 2.  Additional Authorization.  Any Designated Officer and all officers, agents and employees of the Authority are, and each of them is, hereby authorized and directed to do any and all things necessary or useful to effect the execution and delivery of the Fourth Amendment and to carry out the terms thereof.  Any Designated Officer and all other officers, agents and other employees of the Authority are, and each of them is, hereby further authorized and directed for and on behalf of the Authority to execute all papers, documents, certificates and other instruments that may be required or useful in order to carry out the authority conferred by the 1993 Authorizing Resolution, this Resolution, the Supplemental Subordinate Agreement and the Fourth Amendment or to evidence the same authority including, but not limited to, executing documents which may be prepared for the purpose of implementing the provisions of this Resolution.


Section 3.  Severability.  The provisions of this Resolution are hereby declared to be severable and if any section, phrase, or provision shall for any reason be declared to be invalid, such sections, phrases, and provisions shall not affect any other provision of this Resolution.


Section 4.  Effective Date.  The effective date of this Resolution shall be the date of its adoption.


PASSED AND ADOPTED, by the Los Angeles County Metropolitan Transportation Authority this ___ day of March 2002.


LOS ANGELES COUNTY METROPOLITAN


TRANSPORTATION AUTHORITY


By:                                                          _


Tile:_____________________________

ATTACHMENT C

AMENDMENT NUMBER 4 TO FIRST SUPPLEMENTAL TRUST AGREEMENT

AMENDMENT NO. 4 TO

FIRST SUPPLEMENTAL SUBORDINATE TRUST AGREEMENT


By and Between

LOS ANGELES COUNTY

METROPOLITAN TRANSPORTATION AUTHORITY


and

U.S. BANK, N.A.,

as Trustee

Revising Definition of Program Termination Date

and

 Termination Date

Dated as of March 1, 2002

AMENDMENT NO. 4 TO

FIRST SUPPLEMENTAL SUBORDINATE TRUST AGREEMENT


AMENDMENT NO. 4 To FIRST SUPPLEMENTAL SUBORDINATE TRUST AGREEMENT (this "Fourth Amendment") dated as of March 1, 2002 is between the Los Angeles County Metropolitan Transportation Authority (the "Authority"), a county transportation authority duly organized and existing pursuant to Sections 130050.2 et seq. of the California Public Utilities Code (the "Law"), and U.S. Bank, N.A., as trustee (the "Trustee"), the successor trustee to U.S. Bank Trust National Association, the successor trustee to First Trust of California, National Association, the successor trustee to the Bank of America National Trust and Savings Association ("Bank of America"), and supplements and amends that First Supplemental Subordinate Trust Agreement (the “First Supplemental Agreement”), dated as of June 1, 1993, by and between the Authority and Trustee, Amendment No. 1 to First Supplemental Subordinate Trust Agreement (the “First Amendment”), dated as of October 16, 1995 between the Authority and Trustee, Amendment No. 2 to First Supplemental Subordinate Trust Agreement (the “Second Amendment”), dated as of July 1, 1996 between the Authority and Trustee, Amendment No. 3 First Supplemental Subordinate Trust Agreement (the “Third Amendment”, together with the First Supplemental Agreement, the First Amendment and the Second Amendment, the “Supplemental Subordinate Agreement”), dated as of dated as of June 1, 1998 between the Authority and Trustee and supplements that certain Subordinate Trust Agreement dated as of June 1, 1993 (the "Agreement") by and between the Authority and Trustee.


The Supplemental Subordinate Agreement provides in Section 1.01 that "Program Termination Date" means June 30, 2003, or such later date as shall be established pursuant to Section 2.07 hereof, and the "Termination Date" means the earlier of (i) the Program Termination Date or (ii) the sixteenth day prior to the Expiration Date of the Letter of Credit.


Section 2.07 of the Supplemental Subordinate Agreement provides that the Authority and the Trustee may enter into a Supplemental Agreement or Supplemental Agreements extending the Program Termination Date for such period as shall be requested by the Authority prior to the Program Termination Date; provided, however, that no Supplemental Agreement extending the Program Termination Date shall be effective until there shall have been delivered to the Trustee an Opinion of Bond Counsel to the effect that (i) the Supplemental Agreement has been duly authorized, executed and delivered by the Authority and constitutes the valid and binding obligation of the Authority and (ii) that Notes issued after such extension will be validly issued and such opinion shall describe the tax treatment of the interest on any Tax-Exempt Notes after such extension.


Section 6.02 of the Supplemental Subordinate Agreement provides that the Authority and the Trustee may with the written consent of the Agent Bank execute and deliver Supplemental Agreements supplementing and/or amending the Supplemental Subordinate Agreement in the manner set forth in Article X of the Agreement.  Under Section 10.02(e) of Article X of the Agreement, the Authority and the Trustee may, without the consent of or notice to the Holders, execute and deliver Supplemental Agreements supplementing and/or amending any Supplemental Agreements to evidence any change made in the terms of any Series of Subordinate Obligations if such changes are authorized by the Supplemental Agreement at the time the Series of Subordinate Obligations is issued and such change is made in accordance with the terms of such Supplemental Agreement.  In addition, the consent of or notice to the Holders is also not required to modify, alter, amend, or supplement any Supplemental Agreement in any other respect that, in the judgment of the Authority, as concurred in by the Trustee, is not materially adverse to the Holders.


ARTICLE I


DEFINITIONS; INTERPRETATIONS

Section 1.01.  Definitions.  The following definitions shall apply to terms used in this Fourth Amendment unless the context clearly requires otherwise:


"Agreement" means the Subordinate Trust Agreement dated as of June 1, 1993 between the Authority and the Trustee and any amendments and supplements thereto.


"First Amendment" means the Amendment No. 1 To First Supplemental Trust Agreement dated as of October 16, 1995 between the Authority and the Bank of America.


"First Supplemental Agreement" means the First Supplemental Subordinate Trust Agreement dated as of June 1, 1993 between the Authority and the Trustee and any amendments and supplements thereto.


"Fourth Amendment" means this Amendment No. 4 To First Supplemental Trust Agreement dated as of March 1, 2002 between the Authority and the Trustee.


"Second Amendment" means this Amendment No. 2 To First Supplemental Trust Agreement dated as of June 16, 1996 between the Authority Bank of America.


"Senior Lien Trust Agreement" means the Trust Agreement dated as of October 1, 1992 between the Authority and the Senior Lien Trustee and any amendments and supplements thereto.


"Senior Lien Trustee" means the entity from time to time serving in such capacity under the Senior Lien Trust Agreement.  As of the date hereof, U.S. Bank, N.A., is the Senior Lien Trustee.


"Third Amendment" means this Amendment No. 3 To First Supplemental Trust Agreement dated as of June 1, 1998 between the Authority and the Trustee.


Section 1.02.  Incorporation of Definitions Contained in the First Supplemental Agreement.  Except as otherwise provided in Section 1.01 of this Fourth Amendment, all words, terms and phrases defined in the First Supplemental Agreement shall have the same meanings herein as in the First Supplemental Agreement.


ARTICLE II


AMENDMENTS

Section 2.01.  Amendment of Section 1.01 of the First Supplemental Agreement.  Except as otherwise provided in this Fourth Amendment, wherever read in the First Supplemental Agreement, the definition of Project Termination Date in Section 1.01 of the First Supplemental Agreement is amended in its entirety to read as follows:



"Program Termination Date" means June 30, 2009, or such later date as shall be established pursuant to Section 2.07 hereof.



"Termination Date" means the earlier of (i) the Program Termination Date or (ii) the fifth day prior to the Expiration Date of the Letter of Credit.


ARTICLE III


MISCELLANEOUS

Section 3.01.  Governing Law.  This Fourth Amendment shall be governed by and construed in accordance with the laws of the State of California.


Section 3.02.  Captions.  The captions in this Fourth Amendment are for convenience only and do not define or limit the scope or intent of any provisions or Sections of this Second Amendment.


Section 3.03.  Counterparts.  This Fourth Amendment may be signed in several counterparts.  Each will be an original, but all of them together constitute the same instrument.


Section 3.04.  Role of the Trustee.  The Trustee is entering into this Fourth Amendment solely in its capacity as Trustee under the First Supplemental Agreement and solely at the direction of the Authority.  The Authority hereby directs the Trustee to enter into this Second Amendment.


Section 3.05.  Effect on First Supplemental Trust Agreement.  Except as provided herein, the terms, conditions and provisions of the First Supplemental Trust Agreement, as amended, shall remain in full force and effect.

LOS ANGELES COUNTY METROPOLITAN

 TRANSPORTATION AUTHORITY

By 

  Authorized Authority Representative

U.S. BANK, N.A., 

as Trustee

By 

Title 


[Signatures continued on following page]

[Signature page for consent to 

Amendment No. 4 To First Supplemental Subordinate Trust Agreement]

CONSENT

The execution and delivery of the foregoing Amendment No. 4 To First Supplemental Subordinate Trust Agreement, and the amendment of the above-described Supplemental Subordinate Agreement in accordance therewith, is hereby consented to by the undersigned.  

	
	LANDESBANK HESSEN‑THÜRINGEN GIROZENTRALE, Acting Through Its New York Branch

By 


Name 

Title 


By 


Name 

Title 
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