
File No. 18-0774

ENERGY, CLIMATE CHANGE, AND ENVIRONMENTAL JUSTICE  COMMITTEE
REPORT relative to authorizing the Los Angeles Department of Water and Power (LADWP) to
issue up to $1.5 Billion in Revenue Bonds from the Power Revenue Fund. 
 
Recommendation for Council action, SUBJECT TO THE APPROVAL OF THE MAYOR:
 
CONCUR with the Board of Water and Power Commissioners' (Board) action of August 14,
2018, Resolution No. 4944, authorizing the LADWP to issue up to $1.5 Billion of Power System
Refunding Revenue Bonds pursuant to Charter Section 609 and Los Angeles Administrative
Code (LAAC) Sections 11.28.1 through 11.28.9.
 
Fiscal Impact Statement:  The City Administrative Officer (CAO) reports that approval of
Resolution No. 4944 will impact the LADWP Power Revenue Fund.  There is no  fiscal impact to
the City General Fund.
 
Debt Impact Statement:  None submitted.
 
Community Impact Statement:  None submitted.
 
Summary:
 
On August 21, 2018, your Committee considered July 10, 2018 CAO and August 15, 2018
Board reports and Resolution No. 4944 authorizing the LADWP to issue up to $1.5 Billion of
Power System Refunding Revenue Bonds pursuant to Charter Section 609 and LAAC Sections
11.28.1 through 11.28.9.  According to the CAO, the LADWP proposes to issue refunding
bonds to refinance or replace existing Power System Revenue Bonds that have higher interest
rates with new bonds that have lower interest rates in order to reduce the cost of debt.  The
Power System utilizes various types of debt which have been identified for potential refinancing
including:
 

$958.5 million of outstanding Power System revenue bonds.

$300 million of short-term notes maturing on December 1, 2018, and which are
callable on September 1, 2018.

$1.314 billion of variable rate bonds with interest rates that reset daily or weekly.

$200 million Commercial Paper Notes with interest rates that reset from 1 to 270
days.

 
Approval of Resolution No. 4944 is intended by the LADWP to represent an "initial resolution" of
the Board, which sets forth the purpose for future indebtedness and establishes the maximum
limits for this issuance as follows:
 

The maximum principal is $15 billion.

The maximum term of the debt is 45 years from the date of issuance.

https://cityclerk.lacity.org/lacityclerkconnect/index.cfm?fa=ccfi.viewrecord&cfnumber=18-0774


The maximum interest cost to be incurred through the issuance of bonds is 12
percent.

 
The maximum legally permissible interest cost that Could be incurred through the issuance of the
bonds is 12 percent per annum consistent with California Code Section 53531.  The LADWP
expects that the current market conditions will provide an interest cost in the range of 4.0 to 5.5
percent.  The Resolution also provides for the private sale of the bonds to one or more
underwriting firms selected by the Board pursuant to Charter Section 609(d) and LAAC Section
11.28.4 (Procedural Ordinance) governing proprietary department bond resolutions.
 
The $1.5 billion refunding bond issuance will be funded by the multi-year rate increase that was
approved by Council in March 2016 and became effective on April 15, 2016. The bonds will be
Power Revenue Fund obligations and will not constitute an obligation of the City or the General
Fund.  The City Attorney has approved the proposed Resolution as to form and legality.  In
compliance with the Responsible Banking Ordinance No. 182138 (RBO), the LADWP’s Pool of
Underwriters have disclosed, or are in the process of disclosing, their involvement in charitable
programs or scholarships within the City of Los Angeles and internal policies regarding use of
subcontractors designated as small business and disabled veteran business
enterprises.Background information relating to this request is provided in the attached Appendix. 
After consideration and having provided an opportunity for public comment, the Committee
moved to recommend approval of Resolution No. 4944.  This matter is now submitted to Council
for its consideration.
 

Respectfully Submitted,

ENERGY, CLIMATE CHANGE, AND ENVIRONMENTAL JUSTICE COMMITTEE
 
 
 
 
 
 
MEMBER VOTE
MARTINEZ: YES
KORETZ: YES
KREKORIAN: YES
CEDILLO: YES
O'FARRELL: ABSENT
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