Lafayette has appealed to Louisiana’s high court to
allow a $125 million telecom deal. Page 3 |

Some Democrats want the N.Y.C. IDA to reject a nonprofit’s
$12.5 million bond request. Page 32
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“The freeway will be much
wider ... This transaction will
shave six to eight years off the
project,” says Harris County

Judge Robert Eckels.

MonNDAY’s YIELDS

4.7

4.49 Up 0.01

46

4.5

D SRR
44

0 8/28 8/31 9/6 9M1

60 The Bond Buyer 40’ Yield to Par Call

55 —
5.0

A5 W‘\,\_,\_HM

0
CND JFMANI FA S

The municipal market was quiet
and slightly weaker yesterday, al-
beit with a somber tone, as partic-
ipants observed the five-year an-
niversary of the Sept. 11 terrorist
attacks. Complete market coverage
by Michael Scarchilli and Matthew
Posner appears on Page 2.
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Texas Toll Road Dealing Puerto Rico

Harris County Sets New-Money Sale, Swap

BY ELIZABETH ALBANESE

DALLAS — Harris County,
Tex., will go to market this month
with two separate debt transactions
— a $135 million new-money issue
of toll revenue bonds and a forward-
starting swap for outstanding debt
with a mandatory put in 2009.

The new-money deal is expected
to price Sept. 18, while the swap will
be priced later this month.

Siebert Brandford Shank & Co.
is the lead manager for the transac-
tion, with Morgan Keegan & Co.
serving as co-senior manager. Round-
ing out the underwriting syndicate
are Piper Jaffray & Co., Popular
Securities Inc., and RBC Capital
Markets.

First Southwest Co. is the coun-
ty’s financial adviser, and Andrews
Kurth LLP serves as its bond coun-
sel. Greenberg Traurig LLP is spe-
cial disclosure counsel for the trans-
action, and JPMorgan Chase Bank
will serve as trustee. Bates & Cole-
man PC will serve as underwriters’

counsel for the deal.

Proceeds from the bonds will serve
as partial funding for a managed toll
lane project being built on Interstate
10 near Houston. The toll lanes, when
completed, will be managed by the
Harris County Toll Road Author-
ity.
*“The freeway will be much wider
when the project is completed,” said
County Judge Robert Eckels, who
chairs the county’s commissioners’
court. “This transaction will shave
six to eight years off the project.”

Construction for the project is un-
der way by the Texas Department
of Transportation, which is also pro-
viding $250 million of upfront fund-
ing for the managed lanes. County
officials were able to seal the deal for
the sorely needed lanes with a com-
mitment of $500 million toward the
project.

“The county, however, will be able
to recoup its entire commitment with
toll revenues from the managed

Turn to Harris page 30

Authority’s
Debt Plan

Refinances $250M in

- Effort to Get Rating

By Apam L. CATALDO

The Puerto Rico Aqueduct and
Sewer Authority has refinanced $250
million of outstanding debt in advance
of a $930 million deal planned for lat-
er this year.

The Government Development
Bank of Puerto Rico acted as
PRASA's financial adviser on the deal
and announced the transaction yes-
terday. The debt was refinanced
through a syndicate of six local banks,

| including Banco Popular de Puoer-

to Rico and Scotiabank.

Turn to Puerto Rico page 36

Texas Banker Jiles Leaves First Albany for RBC

By ELIZABETH ALBANESE

DALLAS — Longtime Texas
public finance banker Jodie Jiles has
left First Albany Capital Inc.,
where he oversaw the firm’s Houston
office, to join RBC Capital Mar-
kets.

Jiles, who left First Albany Sept. 1,
began work at RBC on Sept. 5.

“Bringing Jodie on board fits in
with our long-term strategy in
Texas,” said Bill Gumbert, manag-
er of southwest operations for RBC
Capital Markets. “Jodie will be in-
strumental in furthering our banking
efforts, focusing on four major ar-

Cherian George.
Page 5

A new Fitch report looks at toll
road creditworthiness from the
perspective of private sector
participation, says co-author

eas; traditional larger issuers, health
care issuers, higher education issuers,
and infrastructure finance.”

Jiles, who is a well-known banker
and community leader in Texas, will
“open a lot of doors” for the firm as
it continues its efforts to expand its
business operations, Gumbert said.

Jiles was most recently a senior
vice president at First Albany, where
he worked for more than three years.

“I am extremely excited about
moving to RBC,” Jiles said. “The
platform here is absolutely awesome.
It’s the sixth largest bank in North
America, and its financial products
group is just superior.”

He said that many of the RBC
bankers that he’ll work with on a

daily basis now are people he’s
worked with in the Texas market for
more than 20 years.

*“I am thrilled now to be working
on their team — our team, as we
serve issuers throughout the South-
west and beyond,” Jiles said. “You
can go to a client with your toolbox
half-full or full. This platform allows
me to offer clients a platform — and
a full toolbox — to meet their fi-
nancial needs.”

Gumbert said that Jiles would
work on both financial advisory and
underwriting accounts.

Jiles holds a bachelor’s degree in
accounting from Texas Southern

Turn to Jiles page 7

o
Iy
[ Y

H[!HH}H!!!!!it"lll!{!!![!.’ii!””f!!.‘HEE!HH’[H!‘!]HI



7

AR ok g e - amai . 2B Rl i Al A S gt B . f T Sl

Southwest

Tuesday, Septt;mber 12,2006

30

DEAL IN FOCUS

The Bond Buyer

Harris County, Tex., to Sell $135M for Toll Road Project

Continued from page 1

lanes,” said Edwin Harrison, director
of financial services for Harris County.
The Series 2006A toll revenue senior-

- lien bonds will be rated AA-minus by

Standard & Poor’s, A1 by Moody’s In-
vestors Service, and A-plus by Fitch
Ratings.

Harrison said that the debt would be |

qualified for insurance.

“Whether we use insurance depends
on the market,” he said. “If insurance is
warranted, it will be there. If not, then it
won’t be there.”

The bonds are backed solely by rev-
enues from the Harris County toll road
system. However, in the event that toll
revenues are insufficient to pay mainte-
nance and operating costs, a property tax
could be levied for that purpose, though
not to meet debt service obligations.

The county also has a 1983 authoriza-
tion that allowed it to sell unlimited-tax
bonds — backed by the county’s prop-
erty tax levy — to fund toll road pro-
jects. That debt carries a subordinate lien
on toll revenues.

“When there is money left over after
paying debt service on the senior-lien

revenue bonds, it goes to pay the un-

limited-tax bonds,” Harrison said. “To

‘date, we’ve never had to levy a prop-

erty tax in support of those unlimited-
tax bonds. The county commissioners
have been very meticulous in its deci-
sions concerning the toll road system,
and as such, it’s always been self-sup-
porting.”

Revenues for the Harris County Toll
Road System are three times the system’s
debt service obligations, Harrison said.
The bond covenant for the authority’s
debt requires 1.25 times coverage.

“We already have the February 2007
and August 2007 debt service set aside
for the Series 2006A bonds,” he said,
adding that the system has roughly $250
million set aside in its revenue accounts
for debt purposes.

The toll road system’s current five-

year capital plan encompasses $618.4
million of projects.

Its revenues were $373 million during
fiscal 2006, and they are currently ex-
pected to increase by as much as 11%
each year, as population growth and de-
velopment in the areas served by the
roads add to use of the system.

The Series 2006A debt will be struc--
tured as term bonds. According to the
preliminary official statement, the 30-
year bonds will likely be priced as three
term bonds.

“We're going to go with term bonds,”
Harrison said. “We will put the debt on
the back end of the deal because of the
flatness of the yield curve.”

In addition to pricing the Series 2006A
bonds, the Toll Road Authority will enter
into a swap later this month. The pric-
ing of the variable-rate to fixed-rate
swap, which will be based on the Lon-
don Interbank Offered Rate, will be de-
pendent upon market conditions, ac-
cording to Harrison.

“In 2004, we issued $462.8 million of
toll road bonds,” he said. “Of these, $200
million were put bonds with a mandato-
ry put in 2009.”

Harrison said that the structure of the
debt at that time, which carried histori-
cally low interest rates-on the short end
of the yield curve, allowed the authority
to take advantage of then-current mar-
ket conditions.

“We knew that we would have to do
something with them in 2009,” he said.

However, to take advantage of current
market rates, the authority will enter into
a forward-starting swap to begin in 2009.

“Right now, because of the flatness of
the yield curve, we're going to go ahead
and lock in an interest rate that will be
lower than the 4.5% one we used when
we modeled the original transaction,”
Harrison said.

Citigroup Global Markets Inc. and
Morgan Keegan will serve as swap coun-
terparties for the deal. Andrews Kurth is
the swap counsel for the deal, and Green-

Issue Amount* Sale Date
Toll road senior lien revenue refunding bonds, Series 2005 A $207.8 Sept. 2005
InII roadsenlnr hen >r‘e:\;';r‘1;;;;e‘f;ndlng bonds Series 2004 A -5-1 68.7 Feb. 2004
Tnllroad unllmlted tax & lien revenue bonds, Series 5003 $321.5 July 2003
Toll road unllmlted tax subordinate rev.;r-m;;bonds, Series 2002 $423 Oct. 2002
Tol! mad semor I|en revenue and refundmg bonds Senes 2002 5397 5 Oct. 2002
Toll mad unllmned tax revenue refundmg bonds Senes 2001 $120 7 Augu19;8m-
| Tollroad rvene refunding bonds,Seres 1997 2328 Yy 1997
%4.’.}5;5;';}[;{,&;&'{;;;;;};'u;};i;}}é[f};'ti;'n';i;‘;;}.};;}é;s'}; §143 Sept 1996
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Source:Thomson Financial

berg Traurig is the counterparties’ coun-
sel. First Southwest will serve as swap
adviser for the transaction.

Harris County commissioners this
summer unanimously rejected proposals
to lease or sell the county’s lucrative toll
road system, opting instead to implement
business practices used by private firms
to ensure the system generates 1he max-
imum revenue possnble

The county had received a number of
proposals from private toll road compa-
nies — as well as investment banks rep-
resenting such companies — to take over
the current three-road toll system.

The study process included efforts by
Citigroup and Siebert Brandford Shank,
which investigated the possibilities as-
sociated with selling the toll authority
and its assets to another public entity,
such as a regional mobility authority;
work by JPMorgan and Banco Popu-
lar, which investigated options for a sale
of the toll authority and its assets to a
private entity; and proposal by Gold-
man, Sachs & Co. and Loop Capital
Markets LLC, which reviewed conces-
sion options available to the county, ex-

ploring all of the facets involved in a
possible long-term lease of the HCTRA®
and its assets.

Commissioners had said that in the un-
likely event that they had chosen to sell
or lease the system, which could net the
county as much as $20 billion, proceeds
from the transaction would have been
used to defease outstanding debt and to
fund new tran

The sale of assets such as toll roads
and toll road systems is increasing across
the country as governments struggle with
the high cost of operating and maintai
ing such facilities, and a lack of avail-
able funding for additional projects.

States such as Texas, Oregon, Indi-
ana, California, Utah, Colorado, Illi-
nois, New York, New Jersey, Delaware,
Virginia, North Carolina, and South
Carolina have legislation on the books
that allows them to participate in public-
private projects.

There are currently $25 billion worth
of projects in play for lease agreements
in the United States, and another $20 bil-
lion to $25 billion in new road projects
under consideration. a

Approval Underwriter Expected g Approval Underwriter Elr:ctod
Issuer and purpose Amount* status choice sale date Issuer and purpose Amount status choice sale date
ARIZONA i NEW MEXICO
AZDOTmeiCODa Cm.mly $3,043 P negotiated 2006-20 State severance bonds $949 P 2006-08
Maricopa County CCD $951 A negotiated 2006-15 State Trans $700 2006
Phoenix water rev. bonds $240 P negotiated 2007 OKLAHOMA
Scottsdale USD $218 A negotiated 2006 Tulsa strest GOs $239 A negotiated 2006
State transportation Gans $190 P negotiated 2006-08 TEXAS
Board of Regents rev. bonds $60 P negotiated 2006 State Highway Fund rev. bonds $3,000 A negotiated 2006-15
&EKA?&?S?S - s : e e Texas Mobility Fund bonds $3,000 A negotiated 2006-15
econ. develop. GOs negotiate :
DART rev. bonds $1,800 A negotiated 2006-15
COLORADO :
Regional Transportation District $3.477 negotiated 2006-10 TPFA $850 A negotiated 2006
Mesa County School No. 51 $109 2006 Houston ISD $508 A 2006-07

*Dollars in millions. A = approved, P = Pending
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