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SUBJECT: Airport Revenue Bond/Special Facility Bond Issuance and related matters
Authorize the issuance of Department of Airports of the City of Los Angeles, California, Los
Angeles International Airport revenue bonds, notes or other obligations, and Department of
Airports of the City of Los Angeles, California, Los Angeles International Airport special facility
obligations, in one or more series in an aggregate principal amount not to exceed $1.9 billion;
authorize the private sale and/or competitive sale of such bonds, notes, obligations and special
facility obligations; select underwriting firms for such private sales; authorize use of a selling
group consisting of the firms in the Department’s investment banking pool and/or comprising of
firms who are acceptable to the lead underwriter and have a distribution agreement with a co
manager in the Department’s investment banking pool; authorize solicitation of a bank direct
purchase or private placement of bonds, notes, obligations and special facility obligations; and,
authorize the preparation of all related documentation and certain other matters and actions.

RECOMMENDA TIONS:
Management RECOMMENDS that the Board of Airport Commissioners:
1. ADOPT this Staff Report.
2.

DETERMINE that this action is administratively exempt from the California Environmental
Quality Act (CEQA) pursuant to Article II, Section 2.f of the Los Angeles City CEQA
Guidelines.
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3. AUTHORIZE the issuance of (i) airport revenue bonds, notes or other obligations (airport
revenue bonds) in one or more series and (ii) special facility obligations (special facility
obligations) in one or more series, by the Department of Airports of the City of Los Angeles
California for Los Angeles International Airport in an aggregate principal amount not to
exceed $1.9 billion, which the Department expects to issue from time to time through
December 31,2021.
4. AUTHORIZE the negotiated sale (“private sale” as referred to in the Charter) of the airport
revenue bonds and the special facility obligations in accordance with City of Los Angeles
Charter (Charter) Section 609(d).
5. AUTHORIZE the-preparation of all documents and other matters related to the negotiated
sale of the airport revenue bonds and the special facility obligations, the competitive sale of
the airport revenue bonds and the special facility obligations, and/or a bank direct purchase
or private placement of the airport revenue bonds and the special facility obligations with a
lending institution.
6. APPROVE the selection of the underwriting firms for the sale of up to $3.7 billion aggregate
principal amount of the airport revenue bonds and the special facility obligations.
7. ADOPT the attached Board of Airport Commissioners Resolution, Attachment A.

DISCUSSION:
1. Purpose
Authorize the following:
issuance of airport revenue bonds and special facility bonds for (a) projected capital
(i)
projects at Los Angeles International Airport (LAX) and (b) to refund outstanding
bonds for debt service savings
a
negotiated sale, competitive sale and/or private placement pursuant to the
(ii)
requirements of Charter Section 609(d) of the airport revenue bonds and special
facility bonds
the preparation of all bond documents and other matters related to the negotiated
(iii)
sale of the airport revenue bonds and the special facility obligations, the competitive
sale of the airport revenue bonds and the special facility obligations, and/or a bank
direct purchase or private placement of the airport revenue bonds and the special
facility obligations with a lending institution.
(iv)
the selection of the underwriting firms for the sale of up to $3.7 billion aggregate
principal amount of the airport revenue bonds and special facility obligations and
the adoption of the attached Board of Airport Commissioners Resolution.
(v)
2. Prior Related Actions
•

November 7, 2019 - Resolution No. 26887
The Board of Airport Commissioners (Board) approved a three (3)-year Qualified
Investment Bank Pool to carry out financings for the Department of Airports of the City of
Los Angeles, California (Department or LAWA).
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•

July 11, 2018-Resolution No. 26551
The Board authorized the issuance of airport revenue bonds in one or more series by
the Department for LAX in an aggregate principal amount not to exceed $2.4 billion.

•

September 20, 2017 - Resolution No. 26347
The Board authorized the issuance of airport revenue bonds in one or more series by
the Department for LAX in an aggregate principal amount not to exceed $2.2 billion.

3. Current Action
Staff requests the Board authorize the issuance of airport revenue bonds and special facility
obligations in one or more series in an aggregate principal amount not to exceed $1.9 billion
in order to meet the projected capital program funding needs of LAWA and to take
advantage of additional refunding opportunities for debt service savings, and to authorize
the sale of such bonds and obligations through the use of negotiated sales.
The financial analysis undertaken in the Report of the Airport Consultant, dated November
20, 2019, prepared by WJ Advisors LLC (Report of the Airport Consultant) and included in
LAWA’s Series 2019F Official Statement, concluded that the Department will be able to
generate sufficient Net Pledged Revenues to meet the debt service coverage requirements
of the Senior Indenture and the Subordinate Indenture, considering annual debt service on
currently outstanding debt of $7.7 billion and on the issuance of $4.3 billion in aggregate
principal of additional airport revenue bonds to fund capital projects through Fiscal Year
2025-26. Assuming this total debt included in the Report of the Airport Consultant, the
forecasted financial results indicate LAX should remain competitive with peer airports over
the next six years in three primary metrics, namely, debt service coverage, cost per
enplaned passenger, and debt per enplaned passenger. Staff will present an update of
these metrics to the Board prior to the approval of bond documents for each issuance of
airport revenue bonds and special facility obligations issue under this authorization.
Please see Annex A for City of Los Angeles Procedural Requirements regarding the
issuance of LAWA’s airport revenue bonds and special facility obligations and the
sale of such bonds and obligations through the use of negotiated sales.
Unused Previous Authority under Resolution Nos. 26347 & 26551
Under Resolution Nos. 26347 & 26551, the Board approved the issue of up to $4.6 billion in
airport revenue bonds. After the issuance of LAWA’s Series 2020A Bonds (expected to
occur in March 2020), there will be approximately $1.8 billion of airport revenue bond
authorization remaining (Remaining Authorization). For administrative ease, planning of
future debt issuances and staffing underwriting teams, LAWA staff wishes to consolidate the
Remaining Authorization with the $1.9 billion that it is being requested today (Consolidated
Authorization), and to use the Consolidated Authorization to finance a portion of the
projected capital project costs at LAX and to refund outstanding LAWA airport revenue
bonds and/or bonds and obligations issued by the Regional Airports Improvement
Corporation and the California Municipal Finance Authority.
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Approval of Negotiated Sales
In addition to requesting the Board’s approval to issue airport revenue bonds and special
facility obligations, staff is requesting the Board’s approval for the use of negotiated sales
with the underwriting teams described later in this Staff Report.
Approval of Underwriters (Negotiated Sale)
As part of the process of executing a negotiated sale, LAWA must select underwriters to
purchase and sell the publicly offered bonds. Following a competitive Request for
Qualifications process, on November 7, 2019, the Board adopted Resolution No. 26877,
which established LAWA’s investment bank pool for the next three years (Investment Bank
Pool) from which underwriters will be selected for future financing transactions.
Request for Proposals Process to the Board approved Investment Bank Pool
On November 15, 2019, LAWA released a Request for Proposals to solicit proposals from
firms in the Investment Bank Pool for investment bank services for LAWA’s future financings
expected to occur through July 2022.
On November 27, 2019, LAWA received 13 written proposals from the firms in the
Investment Bank Pool. Procurement Services Division reviewed the administrative
requirements submitted by the proposers and determined that all of the proposers passed
the Administrative Review.
Upon completion of the administrative review, an evaluation panel reviewed and evaluated
the responsive proposals. The panel included the following people:
•
•
•
•

Chief Financial Officer, Port of Los Angeles
Executive Assistant Airports, Finance and Budget Division
Finance Specialist III, Finance and Budget Division
Senior Management Analyst, Finance and Budget Division

The evaluation process consisted of reviewing and ranking (using a 50-point scale) the
written responses to two questions with the following criteria:
1. General Airport Revenue/Refunding Bonds (GARBs) Financing Strategy Question
(50 points)
a. Lien strategy by sale
b. Refunding size, Amortization structure
c. Consideration of new money needs alongside refunding opportunities
d. Timing, Projected savings (NPV)
e. Financing documents required
f. Marketing strategies
g. Other refunding strategies
2. Special Facility Bonds (SFBs) Financing Strategy Question (50 points)
a. Credit structure
b. Overall bond issuance strategy
c. Financing documents required
d. Rating agency strategies
e. Marketing strategies
f. Targeted investors
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After the panel’s review, and based upon the scores for the General Investment Banks with
respect to the quality, feasibility, and appropriateness Of their ideas for future GARB
financings, staff recommends the following top three ranked General Investment Banks,
Goldman Sachs & Co. LLC, Barclays Capital Inc., and Jefferies LLC. To continue to provide
opportunities to develop capabilities, greater competition and diversity in its investment bank
options, staff recommends the top two ranked Local/Emerging firms, Loop Capital Markets
LLC, and Samuel A. Ramirez & Co., Inc on GARB financings. Each of these banks will
serve as a book-running Senior Managers on negotiated GARB transactions under the
Consolidated Authorization. Staff further recommends the next three top ranked firms from
the Local/Emerging firms, Siebert Williams Shank & Co., LLC, Stern Brothers & Co., and
Blaylock Van, LLC, to serve as co-senior managers as listed below.
Additionally, after the panel’s review, and based upon the scores of each bank with respect
to their SFB experience, feasibility and appropriateness of their ideas for SFB financings,
staff recommends the top ranked General Investment Bank, BofA Securities, Inc., and top
ranked Local/Emerging firm, Siebert Williams Shank & Co., LLC, to serve as book-running
Senior Manager and Co-Senior Manager, respectively, on a negotiated SFB transaction
under the Consolidated Authorization.
Based on this approach, staff is recommending the following teams for $3.7 billion of future
negotiated GARB and SFB transactions (not necessarily in order of bond transactions)
under the Consolidated Authorization:
■

■
■

■
■

■

GARB Team 1: Goldman Sachs & Co. LLC (Senior Manager); Siebert Williams Shank &
Co., LLC, (Co-Senior Manager); Wells Fargo Bank, National Association (Co-Manager);
Academy Securities, Inc. (Co-Manager)
GARB Team 2: Barclays Capital Inc. (Senior Manager); Stern Brothers & Co. (Co-Senior
Manager); BofA Securities, Inc. (Co-Manager); Drexel Hamilton, LLC (Co-Manager)
GARB Team 3: Jefferies LLC (Senior Manager); Blaylock Van, LLC (Co-Senior
Manager); J.P. Morgan Securities LLC (Co-Manager); Loop Capital Markets LLC (Co
Manager)
GARB Team 4: Loop Capital Markets LLC (Senior Manager); Citigroup Capital Markets
Inc. (Co-Manager); Samuel A. Ramirez & Co., Inc. (Co-Manager)
GARB Team 5: Samuel A. Ramirez & Co., Inc. (Senior Manager); Morgan Stanley & Co.
LLC (Co-Manager); Siebert Williams Shank & Co., L.L.C. (Co-Manager)
SFB Team 1: BofA Securities, Inc. (Senior Manager); Siebert Williams Shank & Co., LLC
(Co-Senior Manager); Wells Fargo Bank, National Association (Co-Manager); Samuel A.
Ramirez & Co., Inc. (Co-Manager)

Should one or more of the selected investment banking firms be unable to perform its
underwriting functions for any specified financing for any reason, including but not limited to
a change in legal status, financial condition, non-compliance with the City’s Responsible
Banking Ordinance, or other material change in the bank’s assigned team, staff requests
authorization for LAWA’s Chief Financial Officer or Chief Executive Officer to replace a lead
underwriting firm, if appropriate, and/or to rearrange the firms assigned to a specific
financing.
Further, if unforeseen conditions occur, including the inability of an underwriter to perform its
duties, which, in the judgment of the Chief Financial Officer or Chief Executive Officer,
causes a negotiated sale of the bonds to not be in the best interest of LAWA, staff shall
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return to the Board to request an issuance of a notice inviting bids for a competitive sale of
all or a portion of the bonds.
Staff expects to return to the Board to request for additional debt authority to complete the
capital program described in the Report of the Airport Consultant along with
recommendations for competitive or negotiated sales and selection of underwriting teams (if
applicable).
Additional Actions
To facilitate issuing the airport revenue bonds and special facility obligations, staff will need
to prepare certain documents and arrange for various services including: legal services for
preparing trust indentures, and Preliminary and final Official Statements, appointing
trustees, selecting printers for the Preliminary and final Official Statements, acquiring
municipal bond insurance (if necessary) and other actions deemed necessary to issue the
airport revenue bonds and special facility obligations. These documents and specific
actions, including actions related to any private placement of bonds, will be brought before
the Board for approval at a later date prior to the sale of each series of airport revenue
bonds and special facility obligations.
The proceeds of the airport revenue bonds and special facility obligations described in this
Staff Report will also fund ancillary expenditures associated with the transactions such as
capitalized interest, debt service reserve funds, other funds and accounts, the cost of
underwriting the bonds and obligations, and costs of issuance (consultants’ fees, attorney
fees, rating agency fees, printing expenses, etc.).

How this action advances a specific strategic plan goal and objective
This action advances this strategic goal and objective: Deliver Facilities & Guest
Experiences that are Exceptional: Plan collaborativelv to improve quest services while
delivering capital improvements. The issuance of airport revenue bonds, notes or other
obligations and special facility obligations will provide partial funding towards LAX’s Capital
Program which is developed to ensure that LAWA can improve guest services and deliver
first class facilities at LAX sought by its airline tenants.

Action Requested
Staff requests the Board:
- Authorize the issuance of an additional $1.9 billion in principal amount of airport
revenue bonds and special facility obligations through negotiated and/or competitive
sales and/or private placements, and consolidate this with the Remaining
Authorization of $1.774 billion,
- Authorize the preparation of all bond documents and other matters related to the
negotiated sale of the airport revenue bonds and the special facility obligations, the
competitive sale of the airport revenue bonds and the special facility obligations,
and/or a bank direct purchase or private placement of the airport revenue bonds and
the special facility obligations with a lending institution,
- Approve the above-listed underwriting teams for $3.7 billion in negotiated
transactions, and
- Adopt the attached Board Resolution (Attachment A).
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Fiscal Impact
The authorization of debt, approval of the negotiated method of sale and approval of
underwriters under Section 609 of the Charter and Section 11.28.4 of the Los Angeles
Administrative Code is a procedural requirement that must be completed before individual
debt transactions are approved by the Board. There is no actual fiscal impact until the
Board approves the documents required for each transaction.

4. Alternatives Considered
•

Issue less debt
Staff has developed a financing plan in support of the ongoing capital program at LAX.
The plan balances a number of funding sources including grants, PFCs, CFCs, airport
cash and debt. While some amount of the currently assumed debt could be reduced by
using greater amounts of LAX’s unrestricted cash reserves, lower levels of cash
reserves would significantly reduce LAX’s ability to absorb the financial impacts of an
operational disruption or interruptions in access to the capital financing markets.

•

Use alternative financing approach
Alternative project delivery methods have emerged in recent years presenting
alternatives to traditional financing approaches. These approaches generally include
private financing and/or conduit debt financing that would exist outside of LAWA’s
balance sheet (at some premium to LAWA’s cost of financing) and would typically be
connected to long-term agreements between LAWA and a third party. To-date, LAWA
has selectively utilized these approaches in its plan of finance and continues to evaluate
opportunities where the benefits of innovation, schedule and cost certainty and balance
sheet relief are attractive in comparison to risk transfer and incremental cost.

APPROPRIATIONS:
This action is administrative in nature and requires no appropriations. Future approvals of bond
issues will require additional annual appropriations for debt service costs incurred in repaying
the debt.

STANDARD PROVISIONS:
1. This item, as a continuing administrative, maintenance and personnel-related activity, is
administratively exempt from California Environmental Quality Act (CEQA) requirements
pursuant to Article II, Section 2.f of the Los Angeles City CEQA Guidelines.
2. The City Attorney has reviewed this item.
3. Actions taken on this item by the Board of Airport Commissioners will become final pursuant
to the provisions of Los Angeles City Charter Section 609 and Section 11.28.1 et seq. of the
Administrative Code.
4. This action is not subject to the provisions of the Living Wage/Service Contractor Worker
Retention Ordinances.

Page 1
BOAC 2020 Debt Authority Request

5. This action is not subject to the provisions of the Business Enterprise (BE) Programs.
6. This action is not subject to the provisions of the Affirmative Action Program.

7. This action does not require a Business Tax Registration Certificate number.
8. This action is not subject to the provisions of the Child Support Obligations Ordinance.
9. This action is not subject to the insurance requirements of the Los Angeles World Airports.
10. This action is not subject to the provisions of Charter Section 1022 (Use of Independent
Contractors).

11. This action is not subject to the provisions of the Contractor Responsibility Program.
12. This action is not subject to the provisions of the Equal Benefits Ordinance.
13. This action is not subject to the provisions of the First Source Hiring Program.
14. This action is not subject to the provisions of Bidder Contributions CEC Form 55.
15. This action is not subject to the provisions of the Iran Contracting Act.
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