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Issue Date:     January 25, 2012 
 
Due Date: February 15, 2012 at 5 PM EST 

 
 

REQUEST FOR EXPRESSIONS OF INTEREST 
 

CITY OF PHILADELPHIA, PENNSYLVANIA 
 

DIRECT PAY LETTERS OF CREDIT AND 
ALTERNATIVE VARIABLE RATE FINANCINGS 

 
AIRPORT REVENUE BONDS 

Commercial Paper Program and 
Sinking Fund Reserve 

 
and 

 
PHILADELPHIA GAS WORKS 
Revenue Notes, CP Series G 

 
 
 

The City of Philadelphia, Pennsylvania (the “City”), via a competitive process, is hereby seeking 
proposals for the provision of Irrevocable Direct Pay Letters of Credit (the “Facilities”) to provide:  
 
(i) credit enhancement and liquidity for its Airport Commercial Paper Program (“Airport CP 

Program”),  
(ii) funding for the Parity Sinking Fund Reserve associated with the Airport Series 1998B Bonds, and  
(iii) credit enhancement and liquidity for its Gas Works Revenue Notes, CP Series G, the commercial 

paper program of the Philadelphia Gas Works (the “PGW CP Program”).   
 
Alternative Variable Rate Financing Proposals  
 
The City encourages proposals for alternative variable rate refinancing structures outside of a Direct Pay 
Letter of Credit. Alternative Bank Facility Financings would include private placement index notes or 
direct loans. Firms that are authorized underwriters in the current pools (as the City currently has not yet 
chosen new underwriting pools pursuant to an active RFQ for underwriting services, “authorized 
underwriters” are those in the prior active pool) for the relevant credits may also submit public-market 
variable rate proposals. Any alternative proposal submitted should be detailed, including pricing, terms 
and condition, and should also indicate whether the proposal is a firm offer.  
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Airport Commercial Paper Program 
 
The Airport CP Program will be used as an interim financing tool to fund capital improvement projects 
and the Capacity Enhancement Program (defined herein).  Projects funded with CP proceeds will have 
received majority-in-interest (“MII”) approval from the Signatory Airlines, if applicable, and/or the 
Airport CP Program amounts will have been certified by the airport feasibility consultant to be in 
compliance with the Additional Bonds Test (“ABT”) under the General Airport Revenue Bond 
Ordinance.  Initial draws on the CP will be used for projects that previously have received MII approval 
from the Signatory Airlines.  The CP will be on a parity lien with the outstanding Airport Revenue Bonds 
and will consist of up to three sub-series for tax exempt, AMT and taxable CP.  Any Alternative 
Financing Proposal must also be on a parity lien with outstanding Airport Revenue Bonds.  The Airport 
CP Program is expected to be established on or around April 19, 2012 and will have a final maturity date 
of 30 years from the initial issuance of CP.   The maximum principal amount of the Airport CP Program 
initially will be $350 million, and the City is seeking LOC capacity of up to this amount.   
 
Airport Parity Sinking Fund Reserve 
 
Upon the issuance of the Airport Series 1998B Bonds, an irrevocable surety bond was obtained from 
FGIC to satisfy the funding requirement for the Parity Sinking Fund Reserve Account.  This FGIC surety 
was subsequently reinsured by MBIA.  Due to the subsequent downgrades of the credit ratings of FGIC 
and MBIA, the City entered into an agreement with an LOC provider, whereby the LOC provider issued a 
letter of credit (“Sinking Fund Letter of Credit”) which is available to be drawn upon in the event that 
MBIA, fails to honor a demand for payment pursuant to the terms of the surety bond.  The existing 
Sinking Fund Reserve Letter of Credit expires on June 6, 2012.  A sinking fund reserve letter of credit to 
be procured through this REI will be deposited to the Parity Sinking Fund Reserve Account.  The current 
amount of the Sinking Fund Reserve Letter of Credit is $33,106,333.42.   
 
The Reimbursement, Credit and Security Agreement (redacted) dated as of June 9, 2008 for the existing 
Sinking Fund Reserve Letter of Credit is attached as Exhibit B.  While prospective providers have the 
opportunity to submit comments (see Exhibit A-1 - “Fee Proposal Form”, specifically Sections 3.3 and 
3.4, herein) the City proposes to use this document in substantially the same form. 
 
Airport Capacity Enhancement Program (“CEP”) 
 
Over the next several years, the City expects to undertake certain Airport capital improvements.  The CEP 
provides for a new runway, which will allow independent simultaneous aircraft operations in poor 
weather conditions to significantly reduce delays; two runway extensions; enlarging and reconfiguring the 
existing terminal complex; relocating several off-airport facilities; developing a centralized ground 
transportation center; developing additional parking facilities; and constructing an automated people 
mover for the transport of passengers between terminals that will interface with the existing SEPTA rail 
line.  The cost of the CEP is estimated to be $6.4 billion in 2010 dollars and the total period for the 
phased construction is anticipated to be approximately 13 calendar years in duration, lasting from 2013 
through 2025.  The implementation of CEP or other near term projects and the issuance of additional 
bonds for their financing are subject to, among other requirements, obtaining MII approval from the 
Signatory Airlines and meeting the ABT requirements of the General Airport Revenue Bond Ordinance.  
Such future capital improvement projects will be initiated only in response to identified requirements or 
demand and as economically justified.  The City has not committed to issuing any additional bonds to 
finance the capital program. 
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As part of the extension of the term of the Airline Lease Agreement to June 30, 2013, the Airport has 
received MII approval from the signatory airlines for $250 million of CEP enabling projects.   Further, to 
date, the Airport has received but not yet used any of its MII approval for certain other capital projects.     
 
PGW Commercial Paper Program 
 
In connection with the PGW CP Program, the City is seeking LOC capacity of up to $90 million.  The 
PGW CP Program is currently supported by three LOCs in the total aggregate amount of $60 million.  
The current LOCs expire June 1, 2012.  PGW has built up its internal cash position; accordingly, except 
for the nominal amount issued to effectuate the commencement of the CP Program in June 2010, there 
has been no CP outstanding since May 14, 2009.  PGW’s preliminary 3-year forecast does not project a 
need to draw on the CP program during the 3-year period.  A five year history of PGW CP outstanding is 
presented below. 
 

   CP Outstanding (Millions) 
FY 

(Sept. 1 - Aug. 
31) Begin FY 

Maximum 
Outstanding End FY 

2007 $55.0 $149.5 $51.6 
2008 $51.6 $139.5 $90.0 
2009 $90.0 $148.0 $0.0 
2010 $0.0 $0.0 $0.0 
2011 $0.0 $0.0 $0.0 
2012  $0.0  $0.0 to date  - 

 
The PGW CP Program was established in November 1983 and CP proceeds may be used (i) for the 
purpose of financing or refunding the Project Costs of a Project (as such terms are defined in the 2010 
Ordinance) consisting of the financing of a portion of the Inventory and Receivables of PGW; and (ii) to 
refund Notes issued for such Project Costs.  The PGW CP and amounts payable to the provider(s) of CP 
LOC are on parity in right of payment from Gas Works Revenues with debt service with Subordinate 
Bonds. 
 
Certain of PGW’s preferred Credit Agreement provisions are attached as Exhibit C and prospective 
providers have the opportunity to submit comments (see Exhibit A-2 - “Fee Proposal Form”, specifically 
Sections 3.3 and 3.4, herein).  Additional information about PGW can be accessed at the PGW website, 
www.pgworks.com. 
 
 
For rating agency press releases, official statements and other information regarding the Airport and 
PGW, please see the City’s investor website at www.phila.gov/investor.    
 
Both current and new bank facility providers are strongly encouraged to participate. 
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Anticipated Schedule of Events 
 
The preliminary Schedule of Events for the proposals solicited hereby is set forth below: 
 

Issue REI January 25, 2012 
Deadline to Submit Questions February 1, 2012 (3PM EST) 
Proposal Submission Deadline February 15, 2012 (5PM EST) 
Select Facility Providers 
(Final award is subject to approval by 
the City for terms of the Facilities) 

On or about February 24, 2012 

 
Proposal Information 
 
Prospective providers who have received this document from a source other than the City, and who wish 
to assure receipt of any changes or additional materials related to this REI should immediately e-mail 
James Lanham (james.lanham@phila.gov) and provide their name, e-mail and mailing address so that 
amendments to the REI or other communications may be sent to them. 
 
Please respond on behalf of your firm only.  The City will not accept joint proposals. 
 
The expenses of your proposal will not be the responsibility of the City or any of their respective counsel 
or advisors.  The City reserves the right to waive any irregularity in any proposal, negotiate with one or 
more firms and to reject any or all proposals.  The City reserves the right not to proceed with the 
execution of the Facilities. 
 
THE CITY ENCOURAGES SUBMISSIONS BY MINORITY, WOMEN AND DISABLED OWNED 
FIRMS.  THE CITY REQUIRES THAT ANY FIRM SELECTED TO PARTICIPATE AS PROVIDER 
FOR A CITY FINANCING AGREE NOT TO DISCRIMINATE NOR PERMIT DISCRIMINATION 
AGAINST ANY PERSON BECAUSE OF RACE, COLOR, RELIGION, NATIONAL ORIGIN, OR 
SEXUAL ORIENTATION. IN THE EVENT OF SUCH DISCRIMINATION, THE CITY RESERVES 
THE RIGHT TO TERMINATE THE FIRM’S APPOINTMENT TO THE TRANSACTION. 
 
Proposal Submission & Deadline 
 
Please submit your proposal via e-mail by no later than 5:00 PM EST on Wednesday, February 15, 
2012 to Nancy Winkler (nancy.winkler@phila.gov), James Lanham, (james.lanham@phila.gov) and 
Bhavin Patel (bhavin.patel@phila.gov).  The subject line should read: REI-Submission – Direct Pay LOC 
– [firm name].  
 
Your response should follow the format in Exhibits A-1 and A-2 which are attached.  THE CITY 
ANTICIPATES NEGOTIATING COMPLETE TERM SHEETS AFTER RESPONSES HAVE BEEN 
RECEIVED. 
 
Interested parties must indicate by when they would expect to be able to receive final credit approval.  A 
form of the Direct Pay Letter of Credit and Reimbursement Agreement to be entered into by the City and 
the Facility provider must be made available to the City promptly upon notice to the respondent that they 
are the apparent choice of the City.   
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Questions 
  
The City will accept written questions about this REI from prospective providers. Questions will be 
accepted only by email to Nancy Winkler, James Lanham and Bhavin Patel at the email addresses 
provided previously in this REI.  The deadline for written questions is Wednesday, February 1, at 
3:00 PM Eastern time. 
 
NO QUESTIONS ARE TO BE DIRECTED TO THE MAYOR’S OFFICE OR TO ANY OTHER CITY 
DEPARTMENT, AGENCY, OR PERSONNEL.  
 
Answers to all substantive questions that are not clearly specific to the requester only will be distributed 
to all prospective providers who are known to have received a copy of the REI. Such distribution may 
include the posting of such information on the City’s website: www.phila.gov/RFP.   
 
Evaluation Criteria and Selection 
 
Selection shall be made to the responsive and responsible provider(s) whose submission is deemed to be 
the most advantageous to the City, along with any relevant performance data and other information 
available to the City. Proposals will not be opened publicly. 
 
Revisions to the REI 
 
If it becomes necessary to revise this REI before the due date for proposals, amendments will be provided 
to all prospective providers who were sent this REI or otherwise are known by the City to have obtained 
this REI.  Amendments made after the due date for proposals will be sent only to those providers who 
submitted a timely proposal. 
 
Acknowledgment of the receipt of all amendments to this REI issued before the proposal due date must 
accompany the provider’s proposal in the transmittal letter accompanying the proposal. Acknowledgment 
of the receipt of amendments to the REI issued after the proposal due date shall be in the manner 
specified in the amendment notice.  Failure to acknowledge receipt of amendments does not relieve the 
provider from complying with all terms of any such amendment. 
 
Reservations of Rights 
 
The City reserves the right to cancel this REI, accept or reject any and all proposals, in whole or in part, 
received in response to this REI, to waive or permit cure of minor irregularities and to conduct 
discussions with any or all qualified or potentially qualified providers in any manner necessary to serve 
the best interests of the City.  The City also reserves the right to award a contract based upon the written 
proposals received without discussions or negotiations.  In the event negotiations with any provider(s) are 
not satisfactory to the City, the City reserves the right to discontinue such negotiations at any time; to 
enter into or continue negotiations with other providers; and/or to solicit new responses from providers 
that did not respond to this REI.  The City reserves the right to enter into any contract with any provider 
with or without the re-issuance of this REI, if the City determines that such action is in the City’s best 
interest.  The City retains the right to change the details of this REI at any time.  Nothing in this REI shall 
bind the City to enter into any agreements pursuant to this solicitation. 
 

THANK YOU FOR YOUR INTEREST IN SERVING THE CITY. 
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Exhibit A-1 
 

CITY OF PHILADELPHIA, PENNSYLVANIA 
Airport Revenue Bonds 

 
REI for Direct Pay Letter of Credit 

and Sinking Fund Reserve Letter of Credit 
and Other Alternative Credit Enhancement and Liquidity 

 
Fee Proposal Form 

 
 
Proposers must complete this form or include responses to all items on this form in order to be considered 
 
 
SECTION 1 – GENERAL INFORMATION 

Full Legal Name of Provider:  

Contact Person:_____________________________ Phone:   

Fax:      E-mail:       

 
Bank’s Ratings and Outlooks:  
  
Moody’s: Long Term ______ Short Term ______ Outlook ______ Last Rating Action/Date ______ 
Standard & Poor’s: Long Term ______ Short Term ______ Outlook ______ Last Rating Action/Date ______ 
Fitch: Long Term ______ Short Term ______ Outlook ______ Last Rating Action/Date ______ 
 
1.1 Please indicate if your firm has overall limits for providing credit and/or liquidity to the City generally and to 

the Airport specifically. 
 
1.2 Maximum Facility offered: CP Program:   ______________ (plus required interest coverage) 
  Sinking Fund Reserve: ________ 
 
1.3 Timeframe for Credit Approval ____________________________________________________ 
 
 
SECTION 2 – PRICING 
 
2.1 Complete the fee table below.  Separately, provide a downgrade pricing grid. 

 
 

Facility 
Length 

LOC FEE 
(CP Credit Enhancement and 

Liquidity) 

LOC FEE 
(Sinking Fund  

Reserve) 
Utilized Unutilized 

2 years    
3 years    
5 years    

 
 
2.2 List any and all additional fees for which you would expect reimbursement (e.g., Draw, Amendment, 

Origination, etc.) and any expenses other than Legal Counsel. 
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2.3 List and describe additional fees, if any, for reduction in size or early termination of LOC.  Are these fees 
waived if City’s action is due to a downgrade of Provider’s long or short term ratings?   

 
2.4 Provide a description of Term-Out Provisions including interest rates and all conditions 
 
2.5 Bank Counsel:   Firm: ________________________________ 
  Primary Contact:_______________________ 
  Legal Fees and Expenses (Estimate):_______________ 
  Capped at:  ________________ 
 
2.6 If the City selects more than one LOC Provider, your willingness to agree to one law firm as representative of 

all Providers  
 
 
SECTION 3 – COVENANTS 
 
3.1 Itemize and describe all required Security Covenants for both CP LOC and the Sinking Fund Reserve LOC 
 
3.2 List all Termination Events and Events of Default for both CP LOC and the Sinking Fund Reserve LOC 
 
3.3 Identify any key terms, conditions, covenants or other restrictions that you would propose to add to the 

attached Reimbursement, Credit and Security Agreement for the Sinking Fund Reserve LOC 
 
3.4 Provide alternative language for any provisions you would propose to change in the attached Reimbursement, 

Credit and Security Agreement for the Sinking Fund Reserve LOC 
 
SECTION 4 – ALTERNATIVE PROPOSALS (LIMIT: 10 PAGES)  
 
4.1 Please include a description, terms and pricing associated with any proposed alternative variable rate financing 

proposals. Indicate whether the proposal is a firm offer. Proposals should not exceed ten pages. 
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Exhibit A-2 
 

CITY OF PHILADELPHIA, PENNSYLVANIA 
Gas Works Revenue Notes, CP Series G 

 
REI for Direct Pay Letters of Credit  

 
Fee Proposal Form  

 
Proposers must complete this form or include responses to all items on this form in order to be considered 

 
 

SECTION 1 – GENERAL INFORMATION 

Full Legal Name of Provider:  

Contact Person:_____________________________ Phone:   

Fax:      E-mail:       

Bank’s Ratings and Outlooks:  
  
Moody’s: Long Term _____ Short Term _____ Outlook _____ Last Rating Action/Date _____ 
Standard & Poor’s: Long Term _____ Short Term _____ Outlook _____ Last Rating Action/Date _____ 
Fitch: Long Term _____ Short Term _____ Outlook _____ Last Rating Action/Date _____ 
 

1.1. Please indicate if your firm has overall limits for providing credit and/or liquidity to the City generally and to 
the PGW specifically. 

 
1.2. Timeframe for Credit Approval: __________________________________________________ 

 

SECTION 2 – PRICING 

 

2.1 Complete the fee table below and separately provide a downgrade pricing grid. 

  Annual Fee for _____ Million LOC 
   $45 $60  $90  
Facility Length Utilized Unutilized Utilized Unutilized Utilized Unutilized 

1 Year/364 days           
2 Years           

3 Years*           
 

*Maturities cannot extend beyond March 17, 2015 per the terms of the Ordinance.  

2.2 List any and all additional fees for which you would expect reimbursement (e.g., Draw, Amendment, 
Origination, etc.) and any expenses other than Legal Counsel. 

 
2.3 List and describe additional fees, if any, for reduction in size or early termination of LOC.  Are these fees 

waived if City’s action is due to a downgrade of Providers’ long or short term ratings?   
 
2.4 Provide a description of Term-Out Provisions including interest rates and all conditions 
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2.5 Bank Counsel:   Firm: ________________________________ 
  Primary Contact:_______________________ 
  Legal Fees and Expenses (Estimate):_______________ 
  Capped at:  ________________ 
 
2.6 If the City selects more than one LOC Provider, your willingness to agree to one law firm as representative of 

all Providers  
 

SECTION 3 – COVENANTS 

3.1   Please itemize and briefly describe all required Security Covenants 

3.2 List all Termination Events and Events of Default. 

3.3 Provide alternative language for any provisions you would propose to change in the attached Preferred Credit 
Agreement provisions. 

 
3.4 Identify any key terms, conditions, covenants or other restrictions that you would propose to add to the 

attached Preferred Credit Agreement provisions. 
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Exhibit B 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Airport 

 
Reimbursement, Credit and Security Agreement 

 
(Sinking Fund Reserve Letter of Credit) 

 
Dated as of June 9, 2008 
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Exhibit C 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
PGW 

 
Certain Preferred Credit Agreement Provisions 

 
 



PGW 
 

Certain Preferred Security Agreement Provisions 
 
 

 
1. No early termination fee.  
2. City can reduce aggregate amount of LOC(s) not more than once every 3 months and in increments of 

 $10,000,000 or $15,000,000 to $0 with no reduction fee. City has the option to allocate such 
reductions based on its sole preference. 

3. No most favored lender covenant. 
4. No most favored pricing provision. 
5. Increased cost provision applies only in instances where the increased cost is a result of new 

regulations and shall not apply to instances of reinterpretation of existing laws or regulations 
6. Increased Cost provision would apply to participants, but limit the amount payable to such participant 

to the amount which would have been payable to the bank had there been no participation.  
7. No maximum interest rate “clawback” provision. 
8. Bank Rate at Base Rate for at least 180 days. 
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