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Measure A

•Sales Tax 
Revenue Bonds

•Commercial 
Paper

•Forward Interest 
Rate Swaps

Toll

•Toll Revenue 
Bonds

•TIFIA Loans

Infrastructure 
Projects

• Commercial paper allowed financing projects prior to collection of 2009 Measure A
• Use of swaps to hedge against potential interest rate increases
• Financing structures that integrate toll and sales tax revenues to minimize sales tax requirement
• RCTC is one of TIFIA’s most active participants
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Municipal Bonds Basics
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Promise to repay principal 
borrowed from investors

•Debt service paid in installments

Sold in public capital markets 
to many investors

•Different maturities and interest rates 
appeal to various investors

•Generally results in lowest cost of 
capital

•Tax-exempt or taxable

Vocabulary
• Principal: par amount or face value

• Bond: legal security of debt service obligations, 
often sold in $5,000 denominations

• Coupon: interest rate issuer pays to 
bondholders

• Yield: investment return over time accounting 
for purchase premium/discount 

• Maturity: date principal payments due

• Debt Service: sum of principal and interest
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What Are the Steps to Issue Bonds?
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Plan of Finance

• Finance Team

Documentation

• Legal documents

• Resolution

• Indenture

• Official Statement

Credit Analysis

• Presentation

• Rating

Board approval

• Plan

• Legal documents

• Official Statement

Sale of Bonds

• Official Statement

• Investor marketing

• Pricing and sale

• Closing
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Who’s Who on Financing Team?
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RCTC

Financial 
(Municipal) 

Advisor

Bond Counsel

Disclosure 
Counsel

Underwriter 
Syndicate

Underwriter’s 
Counsel

Rating 
Agency(s)

Trustee/Escrow 
Agent

Other 
Specialists, as 

required
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Plan of Finance: Use of Bond Proceeds
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New Money

• Capital projects

• Costs of bond issuance

• Retire short-term debt like CP

• Debt service reserve fund

• Prefunded or “capitalized” interest

Refundings

• Applicable to callable tax-exempt bonds

• Often after 10 years or escrow to refund in 
advance of call

• Call option can increase initial interest rates

• Usually at lower interest rates

• Generate cash flow

• Result in present value savings

• Less frequently to restructure debt service or 
modify terms/covenants



Debt Financing Program

Bond Issue Considerations
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Interest Rate

Supply of tax-exempts

Demand

Credit spread

Structure

Amortization

•Level debt service

•Delayed/increasing debt 
service

•“Bullet” maturity

Maturities

•Serial bonds

•Term bonds

•Capital appreciation 
bonds (zero coupon)

Pricing

Fixed vs. Variable

Par, Premium, or 
Discount
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Bond Issue Examples
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How Are Bonds Issued?
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RCTC $$$
Bonds Underwriters

Retail Investors

Bond Funds

Insurance 
Companies

Other
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What Happens After Bonds Are Issued?
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Debt Proceeds

Debt Service

Continuing Disclosure

Analysis

• Issuance costs
• Capital expenditures
• Refund outstanding debt

• Annual principal
• Interest (monthly/semiannually)

• Material events
• Annual report
• Other reporting

• Ratings
• Market conditions
• Regulatory environment
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Tax Reform Risks

BUDGET & IMPLEMENTATION COMMITTEE, NOVEMBER 27, 2017

10

• Potential 
elimination would 
minimize ability to 
lower interest rate 
and capture 
debt service 
savings 

Advance 
Refundings

• Possible additional 
reduction or 
elimination of 2010 
Series B Build 
America Bond 
subsidy

Sequestration

• No current impact 
to capital projects

Private activity 
bonds
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Advance Refunding Opportunity
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Advance Refunding of 2010 Series A 

and 2013 Bonds

Refunding Debt Service Savings

Prior Debt Service

Refund $410 million par bonds

•$37.6 million 2010 Series A bonds

•$372.4 million 2013 Series A bonds

Issue $392 million par bonds

•At $84 million premium

•$18 million increase in debt capacity

Achieve substantial savings

•$49 million of cash flow

•$37 million net present value

•9% (minimum target of 3%)

Legally defease refunded bonds

•Measure A lien released and bonds not outstanding

•Investors only claim is defeasance escrow

Preliminary amounts, subject to change
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Advance Refunding Escrows
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•Refunding bonds sold

Underwriters

•Bids solicited for 
investment portfolio 
at lowest cost

•Yield on investments 
limited to yield on 
bonds

Bidding 
Agent •Escrow calculations 

are verified

Verification 
Agent

•Bond proceeds 
transferred to escrow

Escrow 
Agent
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Financing Documents
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Resolution 17-015
• Authorizes issuance and refunding

• Authorizes execution and delivery of documents and other 
actions

Official Statement
• Summarizes sales tax financing and risks

• Provides information on RCTC, Measure A, and projects

Continuing Disclosure
• Sets forth RCTC reporting requirements

• Assists underwriter compliance with SEC regulation

8th Supplemental 
Indenture

• Describes terms and conditions of 2017 Series B Refunding Bonds

Bond Purchase 
Agreement

• Establishes contract for underwriter syndicate purchase of bonds

Escrow Agreement 
Form

• Provides for transfer and deposit of bond proceeds to pay 
refunded bonds debt service
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Advance Refunding Accelerated Timeline

BUDGET & IMPLEMENTATION COMMITTEE, NOVEMBER 27, 2017

14

11/2

•Tax reform 
unveiled

•Finance 
team 
activated

11/27

•B&I approval

12/4

•Rating 
Presentation

12/11

•Underwriter 
team due 
diligence

12/12

•Ratings 
received

12/13

•Commission 
approval

•POS posted

12/18-19

•Bond pricing 
and sale

12/28
• Financial 

close


