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The MayorTo:

Richard H. Llewellyn, Jr., City Administrative OfficerFrom:

Communication from the Department of Airports 
by the Mayor for report on February 26, 2020

February 20, 2020; referredReference:

AUTHORIZATION FOR THE ISSUANCE OF REVENUE BONDS FOR THE LOS 
ANGELES INTERNATIONAL AIRPORT

Subject:

RECOMMENDATIONS

That the Mayor:

1. Approve the Department of Airports’ request to issue Los Angeles International 
Airport (LAX) Revenue Bonds and Special Facility Obligations, in one or more 
series, in an aggregate principal amount not to exceed $1.9 billion over a two-year 
period through December 31, 2021, using a private/negotiated method of sale for 
capital projects at LAX, a portion of which may be used to refund bonds that were 
previously issued by the Department, the Regional Airports Improvement 
Corporation, and/or the California Municipal Finance Authority for the purpose of 
saving on debt service costs, pursuant to the requirements of City Charter Section 
609(d), to finance various airfield, terminal, and related capital projects at LAX;

Approve the selection of Academy Securities, Inc.; Barclays Capital Inc.; Blaylock 
Van, LLC; BofA Securities, Inc.; Citigroup Global Markets Inc.; Drexel Hamilton, 
LLC; Goldman Sachs & Co. LLC; J.P. Morgan Securities LLC; Jefferies LLC; Loop 
Capital Markets, LLC; Morgan Stanley & Co.; Samuel A. Ramirez & Company, Inc.; 
Siebert Williams Shank & Co. LLC; Stern Brothers & Co.; and Wells Fargo Bank, 
National Association as the underwriting firms for the sale of all or a portion of the 
bonds;

2.

3. Approve Department of Airports Resolution No. 26967 as adopted by the Board of 
Airport Commissioners at its meeting of February 20, 2020;

Concur in the Board of Airport Commissioners’ finding that the proposed sale of 
Revenue Bonds and Special Facility Obligations is exempt from requirements of the 
California Environmental Quality Act (CEQA) as provided for in Article II, Section 
2(f) of the Los Angeles City CEQA Guidelines; and

4.
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Return the request to the Department of Airports for further processing, including 
Council consideration.

5.

SUMMARY

The Interim Chief Executive Officer of the Los Angeles World Airports (LAWA; Department) 
requests authority to issue revenue bonds and special facility obligations, in one or more series, 
for capital projects at LAX in an aggregate principal amount not to exceed $1.9 billion through 
December 31, 2021. The term of these Series 2020A bonds shall not exceed 35 years from the 
date of issue. The Interim Chief Executive Officer further requests:

• Approval of the Board of Airport Commissioners (Board) Resolution No. 26967 
(Attachment A) as evidence that bond obligations will be the sole responsibility of 
the Department and that no City General Fund monies will be obligated for the debt 
financing of capital projects at LAX

• Authority to prepare required documents and other matters related to the negotiated 
sale of the airport revenue and special facility bonds, as well as the competitive sale 
and/or private placement and/or bank direct purchase of such bonds as provided for 
in City Charter Section 609(d)

• Approval of the Board’s selection of Academy Securities, Inc.; Barclays Capital Inc.; 
Blaylock Van, LLC; BofA Securities, Inc.; Citigroup Global Markets Inc.; Drexel 
Hamilton, LLC; Goldman Sachs & Co. LLC; J.P. Morgan Securities LLC; Jefferies 
LLC; Loop Capital Markets, LLC; Morgan Stanley & Co.; Samuel A. Ramirez & 
Company, Inc.; Siebert Williams Shank & Co. LLC; Stern Brothers & Co.; and Wells 
Fargo Bank, National Association as the underwriting firms for the sale of all or a 
portion of the bonds up to $3.7 billion aggregate principal which reflects the 
consolidation of debt issuance authority of $1.9 billion in new, proposed bond 
indebtedness and approximately $1.8 billion in previously authorized but unissued 
bond indebtedness

Los Angeles International Airport projects and bonds proposed for funding and/or refunding with 
the proceeds of the proposed bond sales include the following:

■ LAX 2020 Series BC Refunding Revenue Bonds
■ LAX 2020D Special Facility Bond Backed by Customer Facility Charges for the 

CONRAC (Consolidated Rent-A-Car) Facility
■ CONRAC Facility
■ Terminal 1.5 Program
■ Runway 7R-25L Reconstruction
■ Terminal 4 Project
■ Terminal 6 - Alaska Airlines
■ Midfield Satellite Concourse/Tom Bradley International Terminal (TBIT) Baggage 

Optimization Project
■ Landside Access Modernization Program (LAMP) - Automated People Mover
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(APM)
Airport Police Station and Facilities
Power Distribution Facility
Terminal 5 Core and APM Interface
TBIT Core and APM Interface
Taxiway C14 Construction
LAMP - APM Sub Revenue Bonds
LAX 2022 - Current Refunding of Revenue Bonds
North Terminal Improvement Program

In 2017, the Board of Airport Commissioners approved the issuance of $2.2 billion in revenue 
bonds over a 30-month period to help finance various LAX capital projects, including the $5.5 
billion LAMP. In 2018, a further $2.4 billion in revenue bonds was authorized for issuance by the 
Board.

In the Report of the Airport Consultant from November 2019, prepared for LAWA’s Series 2019F 
bonds Official Statement, the author concluded that the Department, considering its outstanding 
debt of $7.7 billion and up to an additional $4.3 billion (which includes the proposed $1.9 billion in 
new indebtedness) in aggregate principal of airport revenue bonds through Fiscal Year 2025-26, 
(1) will be able to generate sufficient Net Pledged Revenues to meet the debt service coverage 
requirements of the Senior Indenture and Subordinate Indenture and (2) should continue to be 
competitive with peer airports over the next six years relative to debt service coverage, cost per 
enplaned passenger, and debt per enplaned passenger.

The relevance of the six-year period from Fiscal Year 2020-21 through Fiscal Year 2025-26 is 
that (1) the period reflects the completion of the current LAX Capital Program and (2) Fiscal Year 
2025-26 is the “first Fiscal Year in which all of the [airport] debt service on and associated with 
the Additional Senior Bonds and Additional Subordinate Obligations will be paid with LAX 
revenues and not with capitalized interest” (from the Official Statement for LAX's Senior Refunding 
Revenue Bonds 2020 Series A).

The Department indicates that, pursuant to Charter Section 609, Board and City Council 
authorization is the first in a multi-stage bond issuance process as follows:

Board and Council authorization must be obtained to issue the proposed revenue 
bonds

If a private/negotiated sale is the method selected to sell the bonds, Board and 
Council approval must be obtained to use the private/negotiated sale, including the 
LAWA-recommended underwriting teams

Board approval must be granted for all financing and disclosure documents required 
to complete the sale of any and all bond issues. As such, the Department will return 
to the Board periodically, depending upon cash flow needs, for approval of the bond 
sale documents for each series of airport revenue bonds and special facility 
obligations
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Authorization for the LAWA Interim Chief Executive Officer to issue the proposed airport revenue 
bonds, notes or other obligations was approved by the Board at its meeting of February 20, 2020. 
Resolution No. 26967 was adopted at the same meeting.

Charter Section 609 (d)(2) and Los Angeles Administrative Code Article 6.5, Section 11.28 et seq. 
require that the Council receive a report from the City Administrative Officer prior to approving a 
private/negotiated method of sale for the proposed bonds. This report serves to satisfy that 
requirement.

A more specific justification provided by LAWA (as excerpted from the February 20, 2020 Board 
report and Annex A) for the use of the private/negotiated sale method for bonds, as well as a 
discussion of the alternatives to the proposed issuance of revenue bonds for LAX, is included in 
Attachment B.

FISCAL IMPACT STATEMENT

Authorization to issue the proposed revenue bonds for an aggregate principal amount not to 
exceed $1.9 billion will have no impact on the City’s General Fund. The bonds will be Airport 
Revenue Fund obligations and will not constitute an obligation of the City's General Fund. The 
issuance of these bonds will enable the Los Angeles World Airports to finance major capital 
improvements at the Los Angeles International Airport, as well as refund bonds in order to reduce 
debt service costs. While, at this time and until the Board of Airport Commissioners approves the 
documents required for each transaction, no appropriations are required or requested. Future 
bond issues will require annual appropriations for the payment of debt service costs. This 
proposed bond sales comply with the Los Angeles World Airports’ adopted Financial Policies.
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