
FINANCE AND BUDGET COMMITTEE

JULY 17, 2003

SUBJECT:
BOND REFUNDING FOR GENERAL REVENUE BONDS
ACTION:
AUTHORIZE THE NEGOTIATED SALE OF GENERAL REVENUE REFUNDING BONDS

RECOMMENDATION

Adopt a resolution authorizing the Chief Executive Officer to price and deliver up to $95 million of the General Revenue 2003 refunding bonds, and approve documents on file with the Board Secretary, in a negotiated bond sale with an underwriting syndicate consisting of Citigroup Global Markets, Inc. (previously Salomon Smith Barney) as the senior managing underwriter, with co-managers Goldman Sachs & Co., E. J. De La Rosa & Co., and Backstrom McCarley Berry & Co., to achieve a goal of 5% minority participation (Attachment A).
 (Requires separate, simple majority Board vote.)

RATIONALE

At current market interest rates, MTA has an opportunity to refund up to $89 million of the outstanding General Revenue 1990 Certificates of Participation to achieve debt service interest savings.  Based on interest rates as of June 30th, the estimated present value savings were approximately $5 million.  

Use of a negotiated bond sale is being recommended in order to achieve the lowest interest rate on the refunding bonds.  This refunding is the MTA’s first offering in the taxable municipal bond market.  As a result, the bond sale is anticipated to benefit from the early involvement of the underwriters in introducing to investors the MTA’s credit quality and explaining the features of the bonds to the buyers in advance of the sale.  This pre-marketing effort by the underwriters will help ensure that as many investors as possible will be informed and available to bid on MTA’s bonds.

FINANCIAL IMPACT

The costs of issuance for this refunding were not budgeted for FY04 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 FY04 to offset the unfavorable variance to costs of issuance. 

ALTERNATIVES CONSIDERED 

Issuance of the refunding bonds could be delayed.  This alternative is not recommended because of potential adverse interest rate fluctuations.

ATTACHMENT

A. Authorizing Resolution for Negotiated Refunding Bond Sale
Prepared by:
Michael J. Smith, Assistant Treasurer

Terry Matsumoto

Executive Officer, Finance and Treasurer

Roger Snoble

Chief Executive Officer 
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