FINANCE AND BUDGET COMMITTEE     OCTOBER 17, 2002

SUBJECT:
REFUNDING OF CERTIFICATES OF PARTICIPATION
ACTION:
REFUND THE CTFC 1992-B CERTIFICATES OF PARTICIPATION

RECOMMENDATION

Adopt a resolution authorizing the issuance of the California Transit Financing Corporation (CTFC) 2002 refunding certificates and approve documents (on file with the Board Secretary) for the negotiated sale of the certificates by UBS PaineWebber.  The resolution is included as Attachment 1.  (Requires separate, simple majority Board vote.)

RATIONALE

At the September 2002 Board meeting, the financing team was appointed and the Chief Executive Officer was authorized to work with the CTFC’s financing team to develop the structure and documentation for the refunding.  This subsequent Board report approves the documentation and authorizes the issuance of the certificates of participation (COP).
As a result of currently low interest rates, MTA has an opportunity to refund all the outstanding COPs, $19.7 million, to achieve debt service interest savings.  By releasing certain cash held by the trustee, the par amount for the refunding issue will be reduced to $6.1 million.  At current interest rates and when the COPs are called prior to their January 1, 2003 payment date, the MTA will realize net present value savings of $400,000.  Savings from the refunding exceed 90% of the call option value.  This is in excess of MTA’s debt policy guideline of 80%.

In 1992 the LACTC entered into a lease agreement related to the issuance by the CTFC of $118 million of certificates of participation secured by a commitment of FTA section 5307 (section 9) and Transportation Development Act (TDA) funds.  The proceeds of the original 1992-B COPs were used to acquire 333 new clean‑air buses.    The CTFC, a non‑profit public benefit corporation, is the conduit issuer of this lease financing.  The CTFC was established in order to assist in the financing of public transit facilities and vehicles in California.  As the conduit issuer, the CTFC maintains its own financing team comprised of underwriters, counsel and financial advisor.  CTFC’s financing team will transact the refunding as a negotiated bond sale as it did for the original issuance in 1992.    

FINANCIAL IMPACT

Funding of the costs of issuance for this refunding were not budgeted for FY03 because the refunding was not anticipated at the time of the budget’s development.  However, the refunding will generate a favorable variance in debt service interest, project 610309, account 51124, in FY03 to offset the unfavorable variance to costs of issuance.

ALTERNATIVES CONSIDERED

MTA could elect to not refund the COPs at this time or could defer action until a later Board meeting.  In order to provide the 30-day call notice to the certificate holders it is necessary that the resolution be adopted at the October meeting.  Adoption of the resolution in the November 2003 Board cycle would preclude the refunding of the COPs on January 1, 2003and defer the refunding until July 1, 2003.  Because a January 1, 2003 refunding will produce more than half of the refunding savings, it is recommended that MTA adopt the resolution at this meeting in order to immediately implement the refunding.    

The MTA’s financial advisor has advised that the estimated total costs for underwriting and other professional services offered through the CTFC are consistent with comparable bond issues.  The MTA’s current financial advisor, Public Financial Management (PFM) is also the CTFC’s current financial advisor.  PFM was also the CTFC’s advisor for the 1992 transaction, but not MTA’s.  For this refunding transaction, PFM has agreed to waive its CTFC related advisory fee.

ATTACHMENTS

A. Authorizing Resolution

Prepared by:
Michael J. Smith, Assistant Treasurer

Terry Matsumoto

Executive Officer, Finance and Treasurer

Roger Snoble

Chief Executive Officer

ATTACHMENT A – AUTHORIZING RESOLUTION

RESOLUTION OF THE LOS ANGELES METROPOLITAN TRANSPORTATION AUTHORITY APPROVING THE SALE AND DELIVERY OF REFUNDING CERTIFICATES OF PARTICIPATION AND OTHER RELATED MATTERS AND AUTHORIZING CERTAIN ACTIONS IN CONNECTION THEREWITH.

WHEREAS, THE LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY (the "MTA"), as successor to the Los Angeles County Transportation Commission (the "Commission"), is authorized, under Chapter 5 of the Division 12 of the California Public Utilities Code (the "Act"), to finance and refinance the acquisition, construction or rehabilitation of facilities to be used as part of a countywide transit system; and

WHEREAS, under Sections 130000 et seq. of the California Public Utilities Code the MTA is empowered to improve the transit systems in Southern California and to “make contracts and enter into stipulations of any nature whatsoever...to do all acts necessary and convenient for the full exercise of [such] powers” (Pub. Util. Code 130220); and

WHEREAS, pursuant to Resolution No. 105, the Commission Board approved the sale and delivery of Certificates of Participation, 1992 Series B (the “Prior Certificates”) to finance the purchase of 333 transit vehicles and related equipment (the “Project”); and

WHEREAS, the Prior Certificates are secured under a trust agreement, dated as of June 1, 1992 (“Trust Agreement”), which certificates are payable from, among other sources, lease payments made by the MTA as successor to the Commission and the Southern California Rapid Transit District (the “District”) under and pursuant to a lease agreement, dated as of June 1, 1992 (“Lease Agreement”) all under and in accordance with the laws of the State of California; and

WHEREAS, the MTA deems it appropriate to approve the sale and delivery of Refunding Certificates of Participation (the "Refunding Certificates") in a principal amount sufficient to provide funds for the defeasance and redemption of all of the outstanding Prior Certificates and to pay the costs of the sale and delivery of the Refunding Certificates;

WHEREAS, there have been presented at this meeting forms of the following documents:

(1) Supplement No. 1 to Lease Agreement (“Lease Supplement”) by and between MTA, as successor lessee to the Commission and the District, and the California Transit Finance Corporation (“Corporation”), as lessor;

(2) Supplement No. 1 to Trust Agreement (“Trust Supplement”) by and among MTA, the Corporation, and BNY Western Trust Company (“Trustee”), as successor trustee;

(3) Escrow Agreement (“Escrow Agreement”) by and among MTA, the Corporation and BNY Western Trust Company, as escrow agent;

(4) Purchase and Sale Agreement relating to the Project, by and between MTA as seller and the Corporation as buyer;

(5) a Continuing Disclosure Certificate of MTA to assist the underwriter in complying with the requirements of SEC Rule 15c-12(b)(5) (“Continuing Disclosure Certificate”); and

(6) a Purchase Contract (“Purchase Contract”) by and among MTA, the Corporation and UBS Paine Webber Inc. (“Underwriter”); 

WHEREAS, the MTA has been advised by its counsel that such documents are in appropriate form, and the MTA hereby acknowledges that said documents will be modified and am Certificates and said documents are subject to completion to reflect the results of the sale of the Refunding Certificates;

WHEREAS, the MTA has determined that it best serves the public transportation needs of the County to provide for the sale and delivery of the Refunding Certificates and to refund all of the outstanding Prior Certificates;
NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE LOS ANGELES METROPOLITAN TRANSPORTATION AUTHORITY AS FOLLOWS:

SECTION 1.
Approval of Agreements.  The proposed forms of Lease Supplement, Trust Supplement, Purchase and Sale Agreement, Escrow Agreement, Purchase Contract and Continuing Disclosure Certificate referred to in the recitals hereinabove each currently dated as of November 1, 2002 (the "MTA Agreements"), as presented to this meeting are hereby approved.  The Chair of the MTA, any Vice Chair of the MTA, the Chief Executive Officer ("CEO") of the MTA, any Deputy CEO of the MTA, or any such officer serving in an acting or interim capacity, and any written designee of any of them (each, a "Designated Officer"), or any one or more thereof are hereby authorized and directed, for and on behalf of the MTA, to execute, acknowledge and deliver the MTA Agreements, in substantially the form presented to this meeting, with such insubstantial changes or such changes as shall relate to the final pricing or as otherwise required by a financial institution providing credit enhancement with respect to the Refunding Certificates, all therein as such Designated Officers may require or approve, with the advice and approval of County Counsel, such approval to be conclusively evidenced by the execution and delivery thereof.

SECTION 2.
Preliminary Official Statement.  The Designated Officers are hereby instructed to provide a draft of the Preliminary Official Statement to the MTA Board, which draft is in a form that is proposed to be “deemed final” for purposes of Rule 15c2-12 (the “Rule”) promulgated under the Securities Exchange Act of 1934, for purposes of such members’ review, and the Designated Officers are hereby authorized thereafter to make such additions and changes as any Designated Officer, upon the advice of special counsel, deems necessary, and to deem such Preliminary Official Statement final as its date, as evidenced by a certificate to such effect, except for the omission of certain information as provided in and pursuant to the Rule.  MTA approves the circulation of the Preliminary Official Statement in connection with the sale of the Refunding Certificates.

SECTION 3.
Approval of Purchase Contract and Sale of Refunding Certificates.  The form of purchase contract (“Purchase Contract”) by and among the MTA, the California Transit Finance Corporation (the “Corporation”) and UBS Paine Webber Inc. (the “Purchaser”) as presented to this meeting is hereby approved.  The Designated Officers are hereby authorized and directed, for and on behalf of the MTA, to execute and deliver the Purchase Contract in substantially the form presented to this meeting, with such insubstantial changes therein or such changes as shall relate to the final pricing or as otherwise required by a financial institution providing credit enhancement with respect to the Refunding Certificates, all as such Designated Officers may require or approve, with the advice and approval of County Counsel, such approval to be conclusively evidenced by the execution and delivery thereof; provided that, the principal amount of the Refunding Certificates sold and delivered shall not exceed $9 million, the Purchaser’s discount shall not exceed .50% of the principal amount of the Refunding Certificates (exclusive of underwriter counsel fees) and the true interest cost with respect to the Refunding Certificates shall not exceed 3.00%.

SECTION 4.
Other Acts.  The Designated Officers and staff of the MTA, including the Chief Financial Officer, Executive Officer, Finance and Treasurer, are hereby authorized and directed, jointly and severally, to do any and all things, to execute and deliver any and all documents, which in consultation with County Counsel and special counsel, they may deem necessary or advisable in order to effectuate the purposes of this Resolution, including, without limitation, any and all agreements and/or certificates as required by a financial institution providing credit enhancement with respect to the Refunding Certificates, and any and all such actions previously taken by such Designated Officers or staff members are hereby ratified and confirmed.

SECTION 5.
Severability.  The provisions of this Resolution are hereby declared to be severable, and, if any section, phrase or provisions shall for any reason be declared to be invalid, such declaration shall not affect the validity of the remainder of the sections, phrases and provisions hereof.



SECTION 6.
Defined Terms.  Terms used in this Resolution and not otherwise defined herein shall have the meanings assigned to therein in the MTA Documents.  



SECTION 7.
Effective Date.    This Resolution shall be effective upon adoption and for a period of six months from its adoption date.

Sale of Currency Contract
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