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SUMMARY
The letters of credit (LOC) supporting the Municipal Improvement Corporation of Los Angeles
Lease Revenue Commercial Paper Note Program (MICLA CP Program) expire in early June
2016. The City Administrative Officer (CAO) requests authority 1) to negotiate and execute letters
of credit with Bank of America, Bank of the West, U.S. Bank, and Wells Fargo Bank to replace
and/or amend the existing letters of credit; 2) to negotiate and execute dealer agreements with
Bank of America Merrill Lynch, U.S. Bancorp, Wells Fargo Securities, and Ramirez & Co.; and 3)
increase the size of the MICLA CP Program from $335 million to $395 million.
The CAO released a Request for Proposal (RFP) seeking letters of credit to provide liquidity
support for the MICLA CP Program. Six banks responded to the RFP. Bank of America, Bank of
the West, U.S. Bank, and Wells Fargo Bank offered the most favorable terms and rates as
described in the table below. The proposals are valid through June 30, 2016.
Bank Name
CP Par Amount
LOC Amount
Fee (Per Annum)
Annual Cost
Term
Termination Fee

Bank of America
$ 55 million
$57.75 million
0.445 percent
$257,000
3 years
1 year
make-whole

Bank of the West
$60 million
$63 million
0.40 percent
$252,000
3 years
None

U.S. Bank
$150 million
$157.5 million
0.48 percent
$756,000
5 years
1 year
make-whole 1

Wells Fargo Bank
$130 million
$136.5 million
0.45 percent
$614,000
3 years
1 year
make-whole

The CAO recommends increasing the program size from $335 million to $395 million to address
the capital needs of the City in the coming years. This is the most opportune time to increase the
program size as the proposed LOC fees are the lowest the MICLA CP Program has ever
1 Preliminary, subject to negotiation
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experienced. The proposed termination provisions provide the City flexibility to reassess the
MICLA CP Program at any time to determine if the program size should to be adjusted
downward.
The CAO released a RFP to 10 firms from the Qualified List for investment banking services
seeking CP dealers to sell and resell the notes. The CAO recommends Bank of America Merrill
Lynch, U.S. Bancorp, Wells Fargo Securities, and Ramirez & Co. because they have significant
experience in selling notes for similar CP Programs such as MICLA and the ability to underwrite
unsold notes if necessary. The proposed dealer fee is 0.045 percent per annum, subject to final
negotiation.
On March 18, 2016, the Financial Advisor, KNN Public Finance, on behalf of the CAO, released a
RFP for Issuing and Paying Agent and Trustee services. Three banks responded. The CAO
recommends U.S. Bank. U.S. Bank proposes to charge $7,000 annually and $18 per trade over
the initial 25 trades.
To proceed with the negotiation and execution of the letters of credit and CP dealers and the
increase of the MICLA CP Program size, the City Council and the Mayor will need to adopt an
authorizing resolution, which incorporates various agreements and leases. The City Attorney will
submit, under separate cover, an Ordinance to allow for the lease/leaseback of City property with
the MICLA.
The Authorizing Resolution states that the MICLA CP Program will require a waiver of certain
provisions of the City’s Financial Policies, Debt Management Section to the extent the Program
allows for the financing of working capital. The remaining recommendations are in compliance
with the City’s Financial Policies.
The MICLA Board is scheduled to consider and approve this matter in May 2016.
RECOMMENDATIONS
That the City Council, subject to the approval of the Mayor:
1. ADOPT an Authorizing Resolution, which incorporates the Letter of Credit and
Reimbursement Agreements, Commercial Paper Dealer Agreements, Offering
Memorandums and various other documents, which authorizes the City Administrative
Officer:
a. to increase the program size of the Municipal Improvement Corporation of Los
Angeles Lease Revenue Commercial Paper Note Program from $335 million to
$395 million;
b. to negotiate and execute letters of credit with Bank of America, Bank of the West,
U.S. Bank, and Wells Fargo Bank to replace and/or amend the existing letters of
credit;
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c. to negotiate and execute Commercial Paper Dealer Agreements with Bank of
America Merrill Lynch, US Bancorp, Wells Fargo Securities, and Ramirez & Co.;
and
d. to negotiate and execute agreements for the appointment of U.S. Bank as
successor Issuing and Paying Agent and Trustee.
2. ADOPT an Ordinance, prepared by the City Attorney, approving the lease/leaseback of
City property with the Municipal Improvement Corporation of Los Angeles.
FISCAL IMPACT STATEMENT
The proposed changes to the Municipal Improvement Corporation of Los Angeles Lease
Revenue Commercial Paper Note Program (MICLA CP Program) will not impact the General
Fund as funds to support the MICLA CP Program have been budgeted in the Capital Finance
Administration Fund for Fiscal Year 2015-16 and shall be annually budgeted thereafter.
DEBT IMPACT STATEMENT
In accordance with the City’s Financial Policies, Debt Management Section, the maximum debt
service payable in any given year may not exceed six percent of General Fund Revenues for
non-voter approved debt. The proposed changes in the Municipal Improvement Corporation of
Los Angeles Lease Revenue Commercial Paper Note Program will not cause debt service to
exceed this limit as commercial paper is short-term debt whose debt service payments have
already been budgeted.
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FINDINGS
1. Background - Municipal Improvement Corporation of Los Angeles
MICLA is a non-profit financing corporation established by the City in 1984 to assist in the
financing of capital projects and equipment. MICLA is directed by a five-person board whose
members are self-appointed and confirmed by the City Council. In accordance with the City’s
Financial Policies, Debt Management Section, all items financed through MICLA must be a
capital asset and have a useful life of at least six years.
2. Background - MICLA Lease Revenue Commercial Paper Note Program (CP Program)
The CP Program allows the City to access the financial markets quickly, to obtain flexible, short
term maturities, to borrow only those amounts needed as invoices are received and to borrow at
more favorable rates, thus reducing the cost of funds to the City. The CP Program is useful for
phased financing of construction projects or for uneven and uncertain capital equipment ordering,
receipt and payment. Moreover, there is no construction risk associated with the issuance of CP,
thus resulting in a stronger credit and lower interest rates.
CP is a short-term borrowing mechanism for construction financing, real property acquisition or
the purchase of capital equipment. CP notes have maturities ranging from one to 270 days. Upon
maturity, the CP notes are either re-sold in the market or refinanced into long-term bonds.
Permanent longer term financing, typically fixed rate bonds, would occur when the project is
completed, when capital equipment has been received, or when a critical mass of approximately
$275 million in outstanding notes is reached. The permanent financing will “free-up” the borrowing
capacity available under the CP Program for additional capital equipment and real property
projects. As of April 27, 2016, there were approximately $253 million of CP notes outstanding.
The City Council and the Mayor recently approved a bond issuance to refinance outstanding CP
into long-term fixed rate lease revenue bonds (C.F 16-0313). The completion date (or closing
date) of this bond issuance is expected to occur in late May 2016. Upon closing, the CP
borrowing capacity will be “freed-up”.
3. MICLA CP Program Proposed Expansion
The CAO recommends increasing the program size from $335 million to $395 million to address
and support the capital needs of the City in the coming years. For example, in the 2016-17
Proposed Budget, $253.7 million of capital needs are proposed for MICLA funding authority. This
includes acquisition of $92.1 million of capital equipment and $161.6 million of construction and
capital improvements to City facilities. Many of the capital projects require phased financing thus
is most suitable to be financed through the CP Program prior to permanent financing.
This is the most opportune time to increase the program size as the proposed LOC fees are the
lowest the MICLA CP Program has ever experienced. The proposed termination provisions
provide the City flexibility to reassess the MICLA CP Program at any time to determine if the
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program size should to be adjusted downward. Specifically, the letter of credit with Bank of the
West has no termination penalty.
4. MICLA Commercial Paper (CP) Team
The MICLA CP Team maintains and provides access to the financial markets and enhances the
marketability of the notes. The team members include CP dealers, issuing and paying agent,
trustee and letter of credit banks. CP dealers sell and resell the notes. The issuing and paying
agent and trustee facilitate the necessary transactions for CP issuance and payments as
instructed by the City and MICLA. A letter of credit bank provides liquidity to the MICLA CP
Program. The letter of credit will be direct pay meaning that the bank will pay the interest and
principal due using the letter of credit and then the City will reimburse the bank by the close of
business day. The MICLA CP team members are as follows:
CP Dealers
Bank of America Merrill Lynch
Wells Fargo Securities
U.S. Bancorp
Ramirez & Co.

Letter of Credit Banks
Bank of America
Bank of the West
Wells Fargo Bank
U.S. Bank

Issuing and Paying Agent/Trustee
Wells Fargo Bank
U.S. Bank (Successor)

Wells Fargo Bank was previously approved by the City Council and the Mayor to serve as the
Issuing Paying Agent and Trustee. On March 18, 2016, the Financial Advisor, KNN Public
Finance, on behalf of the CAO, released a RFP for Issuing and Paying Agent and Trustee
services. Three banks responded. The CAO recommends replacing Wells Fargo Bank with U.S.
Bank. U.S. Bank proposes to charge $7,000 annually and $18 per trade over the initial 25 trades.
The appointment of U.S. Bank will occur after the letters of credit are executed.
On February 2, 2016, the CAO released a Request for Proposal (RFP), through the Los Angeles
Business Virtual Network website, seeking letters of credit to provide liquidity support for the
MICLA CP Program. Six banks responded to the RFP. Bank of America, Bank of the West, U.S.
Bank, and Wells Fargo Bank offered the most favorable terms and rates as described in the table
below. The proposals are valid through June 30, 2016.
Bank Name
CP Par Amount
LOC Amount
Fee (Per Annum)
Annual Cost
Term
Termination Fee

Bank of America
$ 55 million
$57.75 million
0.445 percent
$257,000
3 years
1 year
make-whole

2 Preliminary, subject to negotiation

Bank of the West
$60 million
$63 million
0.40 percent
$252,000
3 years
None

US Bank
$150 million
$157.5 million
0.48 percent
$756,000
5 years
1 year
make-whole2

Wells Fargo Bank
$130 million
$136.5 million
0.45 percent
$614,000
3 years
1 year
make-whole
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On March 11, 2016, the CAO released a RFP to 10 firms from the Qualified List for investment
banking services seeking CP dealers to sell and resell the notes. The CAO recommends Bank of
America Merrill Lynch, US Bancorp, Wells Fargo Securities, and Ramirez & Co. because they
have significant experience in selling notes for similar CP Programs such as MICLA and the
ability to underwrite unsold notes if necessary. The proposed dealer fee is 0.045 percent per
annum, subject to final negotiation.
5. Financing Team
The Financial Advisor is KNN Public Finance (KNN) and has been previously approved by the
Mayor and Council to provide financial advisory services for the City’s various bond programs
(C.F. 14-0412). Note Counsel is Hawkins, Delafield & Wood, LLP (Hawkins) and has been
previously approved by the Mayor and Council to provide legal bond services for the City’s
various bond programs (C.F. 12-0917-S2).
6. Required Documents
To proceed with this transaction, the City Council and the Mayor will need to adopt an Authorizing
Resolution (Attachment 1) which incorporates the following offering memorandums, agreements,
and leases:
Exhibit A - Site Lease between the City and MICLA where the City leases certain real
properties to MICLA;
Exhibit B - Sublease Agreement between the City and MICLA where MICLA subleases
certain real properties to the City;
Exhibit C - Assignment Agreement between the City and Wells Fargo Bank, as Trustee,
for the purposes of recordation;
Exhibit D - Third Amended and Restated Trust Agreement among the City, MICLA, and
Wells Fargo Bank, as Trustee, where the Trustee administers the funds in a fiduciary
capacity on behalf of the bondholders;
Exhibit E - Third Amended and Restated Issuing and Paying Agent Agreement among the
City, MICLA and Wells Fargo Bank, as Issuing and Paying Agent, where the Issuing and
Paying Agent transmits payments of interest and principal from the issuer to the
bondholders;
Exhibit F - Agreement of Removal, Appointment and Acceptance among the City, MICLA,
Wells Fargo Bank, as Predecessor Trustee and Issuing and Paying Agent, and U.S. Bank,
as Successor Trustee and Issuing Paying Agent to transition the banks.
Exhibit G - Offering Memorandum is prepared on behalf of MIC LA/City in connection with
the primary offering that discloses material information on the offering of commercial paper
notes;
Exhibit H - Form of Commercial Paper Dealer Agreement among the City, MICLA, and the
Commercial Paper Dealers where the Commercial Paper Dealers sell and resell the
commercial paper notes on behalf of MICLA;
First Amendment to Amended and Restated Letter of Credit and
Exhibit I
Reimbursement Agreement among the City, MICLA, and Wells Fargo Bank, which
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provides for the terms and conditions of the letter of credit;
Exhibit J - Amended and Restated Fee Letter among the City, MICLA, and Wells Fargo
Bank, which provides for the fees associated with the letter of credit;
Exhibit K - Letter of Credit and Reimbursement Agreement among the City, MICLA, and
Bank of America, which provides for the terms and conditions of the letter of credit;
Exhibit L - Fee Letter among the City, MICLA, and Bank of America, which provides for
the fees associated with the letter of credit;
Exhibit M - Letter of Credit and Reimbursement Agreement among the City, MICLA, and
Bank of the West, which provides for the terms and conditions of the letter of credit;
Exhibit N - Fee Letter among the City, MICLA, and Bank of the West, which provides for
the fees associated with the letter of credit;
Exhibit O
First Amendment to Amended and Restated Letter of Credit and
Reimbursement Agreement among the City, MICLA, and U.S. Bank, which provides for the
terms and conditions of the letter of credit; and
Exhibit P - Amended and Restated Fee Letter among the City, MICLA, and U.S. Bank,
which provides for the fees associated with the letter of credit.
In addition, the City Council and the Mayor will need to adopt an Ordinance to allow for the
lease/leaseback of City property with the MICLA. The City Attorney will submit the Ordinance,
under separate cover.
Attachments
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