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September 13, 2003 
 
TO:  The County Board of Arlington, Virginia 
 
FROM:  Ron Carlee, County Manager 
 
SUBJECT: Renewal of the Letter of Credit for the Ballston Public Parking Garage  
  Revenue Bonds 
 
RECOMMENDATION: (1) Approve in concept the terms and conditions 

contained in the attached Term Sheet (Attachment A) 
the Amendment Agreement Number 3 to the Letter 
of Credit and Reimbursement Agreement with 
Citibank, N.A. 

 
(2) Subject to review and approval by the County 
Attorney’s Office, authorize the County Manager to 
sign, on behalf of the County, an amendment Number 
3 to the irrevocable Letter of Credit and 
Reimbursement agreement and other documents 
necessary to amend the Letter of Credit. 

 
ISSUE: Terms and conditions of the Letter of Credit renewal. 
 
SUMMARY: In 1984, the County financed the construction of the Ballston Public 

Parking Garage (the “BPPG”) by the issuing of $22.3 million in 
revenue bonds.  These bonds were backed by a Letter of Credit 
(the “LOC”) whose first term expired in September of 1991.  The 
second term expired September 26, 1998.  The third term expires 
on September 26, 2003.  After a competitive solicitation, it is 
proposed that the LOC be renewed with Citibank, N.A. at a 25 basis 
points rate, with the County extending its moral obligation pledge 
to fund shortfalls in parking revenues available to pay certain debt 
service and operating and maintenance payments.  The County’s 
moral obligation has never been called upon.   

 
 
BACKGROUND: As the keystone in the County’s plan to encourage the  
redevelopment of the Ballston area, in 1984 the County issued $22.3 million in revenue 
bonds (the “Bonds”) to finance the construction of the BPPG parking garage, a 2805 
space public parking facility adjacent to the Ballston Mall.  This investment triggered 
substantial retail, office and residential construction in Ballston.  The Bonds were issued 



with the intention that the operating, capital and Bond-related debt service costs would 
be financed with BPPG parking fees and other related project income. 
 
These revenue bonds were structured as seven-day variable rate revenue bonds in 
order to take advantage of lower interest rates that accrue to short-term tax-exempt 
financial instruments.  Up to June 30, 2003, the BPPG has retired $6.5 million of the 
original $22.3 million.  Given that the holder of these shorter-term bonds may require 
the County to purchase the bonds at the end of any seven-day period, it is necessary to 
back the bonds with an LOC from a major, highly-rated financial institution. 
 
The LOC provides the bondholder assurance that the scheduled debt service payments 
on the bonds will be paid when due, in the event that the County does not provide the 
necessary funds to do so. 
 
DISCUSSION: 
 
Selection of the Letter of Credit Provider 
 
In order to determine which LOC arrangement was in the County’s best interest, the 
County issued a request for proposals to major domestic and domestic divisions of 
major international financial institutions that are competitive in the LOC market.  The 
County received proposals from Citibank, N.A., SunTrust, and Bank of America.  
Citibank provided the best one-year LOC proposal including the lowest LOC of 25 basis 
points.  Citibank also has the highest long-term credit rankings (Aa1/AA/AA+) and equal 
or better short-term credit ratings (P-1/A-1+/F1+) in comparison with the other two 
LOC proposals.  It is common for an existing LOC bank to provide the best LOC renewal 
bid (due to familiarity with the project and the County which reduces risk calculations in 
the LOC pricing).  However, the competitive process also produced a lowering of 
Citibank’s current 29.5 basis points fee to a lower 25 basis points cost.  This 4.5 basis 
points lower cost will save the County some $7,000 annually. 
 
Terms of the Letter of Credit Renewal 
 
The LOC Amendment terms offered and then negotiated between the County and 
Citibank provide a reasonable financial plan for the BPPG during the next year of the 
LOC renewal.  The plan includes a mandatory Bond principal payment of only $0.5 
million annually, which is equal to the County’s current repayment plan, and gives the 
County financial flexibility to better handle currently unforeseen events.  As previously 
indicated, the LOC fee under the Citibank renewal will be 25 basis points for one year 
term. It is the County’s intention to refund the bonds Series 1984 before the 
Amendment No. 3 due date, September 26, 2004.   Finally, the existing County moral 
obligation pledge originally provided as credit support when the bonds were issued in 
1984 would continue, and other existing terms and conditions in the original and 
extended LOC would continue throughout the term of the LOC.  The County’s moral 

 



obligation has never been called on; parking revenues have always been adequate to 
pay debt service and operating and maintenance costs. 
 
Fiscal Impact: The proposed extension of the LOC will save the County some $7,000 
a year over the one year period of the LOC renewal as well as give the County 
expanded flexibility in managing the finances of the BPPG.  The LOC fees will be paid 
(as are operating expenses, debt service, and capital expenses) from the BPPG parking 
fees and related revenues. 
 
 
Attachment:  Term Sheet 
 
 

 



 
ATTACHMENT A 

 
Arlington County, Virginia 

Variable Rate Demand Revenue Bonds 
Ballston Public Parking Garage 

Series 1984 
Issuer Arlington County, Virginia 
  
Letter of Credit Beneficiary Bond Trustee, for the benefit of bondholders 
  
Letter of Credit Bank Citibank, N.A.  
  
Letter of Credit Amount $15,800,000 plus interest 
 
The Letter of Credit and Reimbursement Agreement will be issued with substantially 
similar terms and conditions currently in effect.  However, the terms outlined below 
represents confirmation or material changes or additions to the current Letter of Credit 
and Reimbursement Agreement. 
  
Amortization $500,000 per fiscal year over the life of the Letter of 

Credit.  This redemption is backed by the moral obligation 
of Arlington County. 

  
Effective Date September 26, 2003 
  
Termination Date September 26, 2004, unless terminated in advance at the 

County’s sole decision 
  
Letter of Credit Fee 25 basis points 
  
Operating and 
Maintenance Reserve 
Fund 

The County has the option of drawing down the Operating 
and Maintenance Reserve Fund (the “Reserve Fund”) only 
if (1) reasonable and customary capital expenditure 
planned for the Garage exceed $500,000 in any fiscal year, 
(2) the Garage experiences a catastrophic event which 
renders at least 15% of the usable space of the garage 
inoperable, or (3) a catastrophic event in the adjacent 
shopping mall renders at least 25% of the floor space of 
the shopping mall unusable.  The County will notify the 
Bank of any withdrawal from this Reserve Fund.   
 
 
 

 



Notwithstanding the above the County may withdraw up to 
$250,000 in any fiscal year to redeem bonds.  The County 
shall replenish the Reserve Fund within five years of any 
withdrawal.  If funds are insufficient the County Manager 
will submit a request to the Count Board for a General 
Fund Transfer to replenish the Reserve Fund.  The County 
has pledged its moral obligation to appropriate General 
Funds to make this transfer. 

  
Security Renewal of security interest in the County’s leasehold 

estate, property improvements, and County property on 
the Garage site, with such amendments as may be 
necessary to accommodate the financing of construction of 
the Skating Facility on the Eighth Level.   

  
Compliance Quarterly cash flow statements and a quarterly letter 

confirming covenant compliance. 
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