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Memorandum  

AGENDA ITEM 8 

 
DATE:  September 20, 2024 

TO:  Transportation Authority Board 

FROM:  Cynthia Fong – Deputy Director for Finance and Administration 

SUBJECT:  10/08/24 Board Meeting: Authorize the Executive Director and Other Authorized 

Representatives to Enter Into a Revolving Credit Agreement for $185 Million with U.S. Bank 

National Association; to Borrow Certain Amounts under such Revolving Credit Agreement; 

to Execute and Deliver Related Documents; and to Take All Necessary or Appropriate 

Related Actions  

RECOMMENDATION       ☐ Information      ☒ Action   

• Authorize the Executive Director and other authorized 
representatives to: 

o Enter into an Amended and Restated Revolving Credit 
Agreement with U.S. Bank National Association (U.S. Bank) for 
$185 million 

o Borrow up to $65 million that was previously authorized 

o Execute associated documents 

o Take all necessary related actions 

o Negotiate terms and conditions 

SUMMARY 

To ensure the Transportation Authority has available funds on hand when 
needed to support the delivery of the projects and programs in the Prop 
L sales tax Expenditure Plan, we plan to continue to utilize an interim 
borrowing program, in the form of a Revolving Credit Agreement  (RCA), 
in combination with pay-go sales tax revenues to address ongoing 
project expenditure needs. The existing RCA with U.S. Bank was subject 
to expiration in October 2024, but has been extended to November 1, 
2024 to provide time to execute and close on the proposed replacement 
facility.  

In May 2024, we issued a Request for Proposals (RFP) to replace the 
existing interim borrowing facility following its expiration. On the 
proposal due date, we received three proposals and one letter of interest 
from four financial institutions summarized in Attachment 1. The review 
panel, consisting of staff and our municipal advisor recommends that the 

☐ Fund Allocation 

☐ Fund Programming 

☐ Policy/Legislation 

☐ Plan/Study 

☐ Capital Project 
Oversight/Delivery 

☒ Budget/Finance 

☒ Contract/Agreement 

☐ Other: 
__________________ 
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BACKGROUND  

Interim Borrowing Program. The Transportation Authority has historically relied on pay-go sales tax 

revenues to fund the capital projects and programs included in the Expenditure Plan. However, from 

time to time, we have utilized proceeds from our interim borrowing program to fund peak capital 

expenditures that could not be met with available sales tax revenues. Following the issuance of the 

Transportation Authority’s Senior Lien Bonds in 2017 (our first and only bond issuance to date), which 

provided approximately $200 million in bond proceeds for projects, we had minimal interim 

borrowing needs. As of September 20, 2024, we have no outstanding balances under the existing 

RCA, but anticipate drawing approximately $22.9 million to fund sales tax capital expenditures, as was 

authorized by Resolution 25-05 adopted by the Transportation Authority Board on July 23, 2024, and 

additional amounts may be borrowed under the existing RCA (up to a total of $65 million) prior to its 

expiration as authorized by such resolution. The proposed resolution would allow any unborrowed 

portion of the previously authorized $65 million to be borrowed under the Amended and Restated 

RCA. Given the expectations for the timing of project expenditure reimbursement requests for existing 

grant obligations and anticipated future allocations, we desire to maintain an interim borrowing 

program and increase our available commitment amount from $125 million to $185 million. This is 

consistent with our Prop L Strategic Plan which reflects advancement of funds and associated financing 

to support faster project delivery than we could support on a pay-go basis. 

Interim Borrowing Facilities. Initially the Transportation Authority established its interim borrowing 

program by utilizing a Commercial Paper (CP) Notes program; however, in 2015 the CP Notes 

program was converted to a revolving line of credit (or RCA) with a lending bank. An RCA is an 

alternative variable rate financing method to traditional CP Notes and is a loan directly from a 

commercial bank that provides funding up to a maximum commitment amount that can be drawn 

upon on an as-needed basis. The Transportation Authority’s $140 million RCA was executed with State 

Street Bank in 2015 and was renewed and extended in 2018 with State Street Bank and U.S. Bank. In 

2021, we reduced the RCA commitment amount to $125 million and entered into a 3-year agreement 

with U.S. Bank.  

Procurement Process. On May 23, 2024, we issued an RFP to banks active in the municipal lending 

market for up to $300 million in tax-exempt bank credit commitments in the form of a Revolving Credit 

Agreement, a Direct-Pay Letter of Credit, or a Standby Note Purchase Agreement to support our 

interim borrowing program. (A Direct-Pay Letter of Credit or Standby Note Purchase Agreement would 

be used if we opted to utilize a CP Notes program.) While a pre-proposal conference was not held, 

Transportation Authority enter into an Amended and Restated RCA with 
U.S. Bank for a term of 3 years. U.S. Bank’s RFP response (term sheet) is 
included in Attachment 2. The form of Amended and Restated RCA and 
Supplemental Indenture are provided as Enclosure A and Enclosure B, 
respectively.  

Borrowings that are outstanding under the existing RCA would be repaid 
with a borrowing under the proposed Amended and Restated RCA. In 
addition, the resolution would authorize additional borrowings under the 
Amended and Restated RCA of the remaining unborrowed portion of the 
$65 million previously authorized to be borrowed under the existing 
RCA. 
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proposers were able to submit questions and receive responses by June 6. We advertised the RFP in 

both the San Francisco Chronicle and San Francisco Examiner. 

By the due date of June 24, 2024, we received three proposals and one letter of interest from four 

financial institutions in response to the RFP. Of the four submissions, the review panel deemed four 

submissions to be responsive in terms of proposed terms, commitment amount, and facility type. See 

Attachment 1 for a summary of the four bank submissions received. 

A review panel consisting of our staff and our municipal advisor, KNN Public Finance LLC, evaluated 

the bank credit facility submissions based on responsiveness to the RFP, as well as qualifications and 

other criteria identified in the RFP, with an emphasis on proposers’ fees, duration of commitment, 

credit ratings, and various other proposed terms. Based on this competitive review and selection, the 

review panel recommends entering into an Amended and Restated RCA with U.S. Bank. The review 

panel determined that the U.S. Bank proposal offers the greatest value to the Transportation Authority 

considering cost, complexity, and administrative burden. Thus, the review panel recommended the 

continued use of an RCA rather than a new CP Note program, which would have a higher level of 

upfront transaction costs, complexity, and administrative burden. The review panel then selected the 

provider of an RCA that had the lowest proposed facility cost. U.S. Bank offered a commitment of up 

to $300 million (although based on projected cash flow needs, we recommend that the RCA be based 

on a commitment amount of $185 million).  

U.S. Bank has provided bank credit support to various issuers in the San Francisco community, 

including the Transportation Authority in connection with prior facilities. Given our current partnership 

with U.S. Bank, we do not foresee any challenges in the contract negotiations.  

Attachment 2 is the RFP response containing the term sheet for the U.S. Bank RCA. Information 

deemed proprietary and/or a trade secret for a financial institution has been redacted per California 

Government Code Section 6250, et seq.  

 

California Government Code Section 5852.1 

The following information is made available in accordance with California Government Code Section 

5852.1 to provide certain public disclosures related to the proposed financing. All figures represent 

good faith estimates based on the U.S. Bank RCA proposal and assume i) a fully drawn facility up to the 

proposed not-to-exceed amount of $185 million over the term of the facility, ii) a rate of interest based 

on a three-year historical average of the tax-exempt Securities Industry and Financial Markets 

Association variable interest rate over the RCA term, iii) our current credit ratings, and iv) a 3-year term 

of the RCA facility.   

1) True Interest Cost of the RCA. Assuming an aggregate principal amount of $185 million of 

borrowings under the RCA and based on an assumed three-year historical average variable 

rate of interest over the RCA term, a good faith estimate of the true interest cost of the RCA, 

which means the rate necessary to discount the amounts payable on the respective interest 

payment dates to the proceeds received under the RCA, is 2.83%. 

2) Finance Charge of the RCA. Assuming an aggregate principal amount of $185 million of 

borrowings under the RCA, a good faith estimate of the finance charge of the RCA, which 

means the sum of all fees and charges paid to third parties (or costs associated with the RCA), 
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is $175,000. 

3) Amount of Proceeds to be Received. Assuming an aggregate principal amount of $185 million

of borrowings under the RCA, a good faith estimate of the amount of proceeds expected to be

received by the Transportation Authority for borrowings under the RCA less any finance 

charge of the RCA (paragraph 2 above), any reserves, or any capitalized interest paid or 

funded with proceeds of the RCA, is $185,000,000.  

4) Total Payment Amount. Assuming an aggregate principal amount of $185 million of

borrowings under the RCA and based on an assumed three-year historical average variable

rate of interest over the RCA term, a good faith estimate of the total payment amount, which 

means the sum total of all payments the Transportation Authority will make to pay debt service 

(interest only payments) on the RCA plus the finance charge of the RCA described in 

paragraph 2 above not paid with the proceeds of the RCA, calculated to the final term of the 

RCA, is $15,890,985. 

FINANCIAL IMPACT 

The proposed Fiscal Year 2024/25 budget assumes fees for the RCA. Based on the fees and interest 

rates proposed for a three-year agreement and assuming the Transportation Authority’s full utilization 

under the RCA, the all-in total cost is estimated to be $5,413,661 in year one and $5,238,660 in each of 

the subsequent two years. Assuming a fully drawn RCA facility at $185 million over the three-year term, 

the Transportation Authority’s total cost is estimated to be $15,890,981. We note that these are total 

estimated costs based on a fully drawn RCA. These amounts reflect only interest payments on the RCA 

because principal is expected to be repaid with the proceeds of bonds (or other form of long-term 

borrowing) as was done in 2017.   

The Transportation Authority Board has provided staff with the authority to draw up to $65 million 

under the existing RCA (Resolution 25-05 adopted by the Transportation Authority Board on July 23, 

2024), which extends to the Amended and Restated RCA. Based on the estimated True Interest Cost of 

the RCA of 2.83% provided above, the annual cost of borrowing $65 million under the RCA is 

approximately $1.84 million (interest only). We would seek the approval of the Board prior to drawing 

on any additional funds under the RCA and report estimated additional interest costs at the time of 

seeking approval for such additional drawn amounts. 

CAC POSITION 

The Community Advisory Committee will consider this item at its September 25, 2024 meeting. 

SUPPLEMENTAL MATERIALS 

Attachment 1 – Table of RFP Responses 

Attachment 2 – U.S. Bank RFP Response (Term Sheet Included) 

Enclosure 1 – Form of Restated and Amended Revolving Credit Agreement 

Enclosure 2 – Form of Supplemental Indenture 
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        Attachment 1: Table of RFP Responses 

 
 

 
 

CP & Bank 

Facility 

Pricing
3

Estimated 

All-In Cost 

of 

Borrowing 

(Full 

Utilization)
1

Unutilized 

Cost

Estimated 

All-In Cost of 

Borrowing 

(Partial 

Utilization)
2

Estimated 

All-In Cost 

of 

Borrowing
1

N/A

RCA

Up to $300M

RCA  or 

Letter of Credit or 

Standby Note 

Purchase Agreement 

for CP

Up to $200M

RCA or 

Standby Note 

Purchase Agreement 

for CP

Up to $300M

Letter of Credit and 

Standby Note 

Purchase Agreement 

for CP

Up to $300M

Notes:

Bank

Type of Facility 

Proposed &

Commitment 

Amount

Revolving Credit Agreement Pricing

Bank Credit 

Ratings 

(Moody’s / 

Standard & 

Poor’s/Fitch)

Current US Bank 

Revolver (Expires 

October 2024)

RCA $125M 273 bps 20.0 bps 115 bps A2 / A+ / A+

Aa1 / A+ / AA

U.S. Bank 

(recommended)
293 bps 20.0 bps 122 bps N/A A2 / A+ / A+ 

Bank of America, 

National Association
299 bps 35.0 bps 135 bps 293 bps

Attachment  1: Table of RFP Responses

1. Estimated all-in cost of borrowing is based on bank RFP responses (facility fees), estimated interest rates based 
on a 3-year average of short-term interest rates, and estimated upfront/finance charges.  Assumes full utilization 
of the RCA at $185 million. Note that the all-in cost of borrowing will change based on changing interest rates, 
market condition, and Transportation Authority or bank credit ratings. 

2. Estimated all-in cost of borrowing is based on bank RFP responses (facility fees), estimated interest rates based 
on a 3-year average of short-term interest rates, and estimated upfront/finance charges.  Assumes partial 

utilization of the RCA at $65 million (utilized) and $120 million (unutilized).  Note that the all-in cost of borrowing will 
change based on changing interest rates, market condition, and Transportation Authority or bank credit ratings. 

3. The estimated all-in cost of borrowing for Commerical Paper(CP) does not change based on full or partial 
utilization of the bank facity and program.

Sumitomo Mitsui 

Banking Corporation
N/A N/A N/A 276 bps A1 / A / A

JPMorgan Chase 

Bank, National 

Association (Letter of 

Interest)

369 bps 47.5 bps 167 bps 301 bps Aa2 / A+ / AA-



 

 

 

Attachment 2 

U.S. Bank RFP Response (Term Sheet Included) 
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����������g�������h��ig�		������������i���Uj�U����k���������h����g��

AJKLBlM̂\mHQ�

�1!& "'(= ���k������������	���������g�������h��i��������?���	������		����������

�����������������n�����������5����������>�	����UV�
��������������
��


��������		�������
����j��	
�
����������opq8rf�����	��������������������U

������������6������6������
>��?���������������n�������	�������>�	��

��UV�
���������������������������	�������>�	����UV�
������
���>�����

k���h����������
�����>�����k���n�����������������	�������>�	����U

V�
������
���>����������s�	���������

��!"."'(= V6@���
������������
�������������Uj�U����������

��!"."'(

R$!&41�'#=

n������������g�		���	������5����������������������������������������

������������
����uU������@�������������������������������
��	��������

���	����	�����������������������������������������
��������������������

�U���������q����	�
���������h����g��������������g������?���	�����

��������	����������������h��iAcMddLcJYvLdeGJKLBD̂cYdYJewMcx[L\JmHQ̀

),1;��y��0',1+&',$ "'(* 1/"$&#.(1z1!&'100$!&41�'�'"$�{$ ',1

|}~��~�� �|����~����|�~����||�|�����|��}~��~�� ���||�|����� ���
4�z"4&41{{"!"1�!(�<1* $*$#1<$ y"�3{ $4',"#�z"#'"�3+3 1141�'{$ ',1

* $*$#10% 10"'��!"."'(� ),"#<$&.0 1#&.'"��#4$$',0$!&41�'�'"$�

* $!1##�#/1 (."''.1�00"'"$��.�13$'"�'"$�#,$&.0S1 1�&" 10�-.1�#1 1{1 
'$',1�!!$4*��("�3'1 4 #,11'{$ �01'�".10."#'"�3 ${',1'1 4#��0

!$�0"'"$�#* $*$#10S(',1;��y�
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