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FINANCE & BUDGET COMMITTEE

FEBRUARY 20, 2003

SUBJECT:
PROP C BONDS

ACTION:
ADOPT AUTHORIZING RESOLUTION AND APPROVE NOTICE DOCUMENTS FOR THE ISSUANCE OF 

PROP C BONDS

RECOMMENDATION
Authorize the competitive sale and issuance of up to $415 million of Prop C refunding bonds and approve documents, including the Authorizing Resolution, Notice Inviting Bids and Notice of Intention to Sell Bonds (Attachments 1, 2 & 3).   (Requires separate, simple majority Board vote.)
RATIONALE
As a result of currently low interest rates, MTA has an opportunity to refund up to $415 million of the outstanding Prop C, series 1993-A and 1995-A bonds to achieve debt service interest savings.  Based on interest rates in mid January, the estimated present value savings were approximately $5 million for a $100 million refunding bond issuance.  Should interest rates decline prior to the bond sale, the amount of bonds being refunded would increase, along with the present value savings amount.  The resolution and other documentation authorize staff to issue refunding bonds through a competitive sale process that would occur as early as mid-March.    

FINANCIAL IMPACT
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 610311, account 51121, in FY03 to offset the unfavorable variance to costs of issuance.

POLICY IMPLICATION

This financing will be implemented in accordance with the guidelines of the Debt Policy adopted by the Board at the October 2002 meeting and complies with the economic refunding criteria of the Debt Policy regarding the minimum acceptable benefit.  

ALTERNATIVE CONSIDERED

Issuance of the series 2003‑A bonds could be delayed.  This alternative is not recommended because of potential adverse interest rate fluctuations.

BACKGROUND
The bonds will be sold on a competitive basis following Board authorization.  Timing for the sale will be based on advice from the MTA’s financial advisors.  The bonds will be awarded to the underwriting syndicate providing the lowest interest cost.  The par amount of the issue shall not exceed $415 million, adjusted for any premium or discount in the initial sale price.  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 new bonds will be amortized to closely match the amortization of the prior bonds in order to maintain overall level debt service for the Prop C second senior lien.  The new bonds will not have any capitalized interest and are planned to be pre-qualified for credit enhancement (bond insurance) prior to the bond sale.  

SMALL BUSINESS PARTICIPATION
The Diversity & Economic Opportunity Department did not recommend a Small Business Enterprise (SBE) goal for this action as it does not involve subcontracting opportunities.

Attachments:

1 - Authorizing Resolution for Issuance of Bonds
2 - Notice Inviting Bids
3 - Notice of Intention to Sell Bonds
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Proposition C 2003-A Sales Tax Revenue Bonds

AUTHORIZING RESOLUTION
ATTACHMENT 2

Proposition C 2003-A Sales Tax Revenue Bonds

NOTICE INVITING BIDS
ATTACHMENT 3

Proposition C 2003-A Sales Tax Revenue Bonds 
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