
City Council Staff Report

DATE: MAY 6, 2021

TO: HONORABLE MAYOR AND CITY COUNCIL

FROM: CITY MANAGER’S OFFICE 
FINANCE DIVISION

DISTRICT: ALL

SUBJECT: ADOPT RESOLUTION NOS. CC 2021-051, PFA 2021-001, AND 
PCA 2021-001, APPROVING THE FORM AND AUTHORIZING 
EXECUTION OF CERTAIN LEASE FINANCING DOCUMENTS IN 
CONNECTION WITH THE REFUNDING OF THE CITY OF 
PALMDALE TAXABLE CERTIFICATES OF PARTICIPATION (2007 
LAND ACQUISITION FINANCING PROJECT) AND AUTHORIZING 
AND DIRECTING CERTAIN ACTIONS WITH RESPECT THERETO

ISSUE

Adopt resolution Nos. CC 2021-051, PFA 2021-001, and PCA 2021-001, approving the 
form and authorizing execution of certain lease financing documents in connection with 
the refunding of the City of Palmdale Taxable Certificates of Participation (2007 Land 
Acquisition Financing Project) and authorizing and directing certain actions with respect 
thereto.

RECOMMENDATION

Staff recommends that the City Council:

1. Acting as the City Council, adopt Resolution No. CC 2021-051 approving the form 
and authorizing execution of certain lease financing documents in connection 
with the refunding of the City of Palmdale Taxable Certificates of Participation 
(2007 Land Acquisition Financing Project) and authorizing and directing certain 
actions with respect thereto.

2. Acting as the Palmdale Financing Authority, adopt Resolution No. PFA 2021- 001
approving the form and authorizing execution of certain lease financing 
documents in connection with the refunding of the City of Palmdale Taxable 
Certificates of Participation (2007 Land Acquisition Financing Project) and 
authorizing and directing certain actions with respect thereto.

3. Acting as the Palmdale Civic Authority, adopt Resolution No. PCA 2021- 001
approving the form and authorizing execution of a termination agreement in 
connection with the refunding of the City of Palmdale Taxable Certificates of 



Report to Mayor and City Council
Re: Approve Refinancing of 2007 Certificates of Participation
May 6, 2021
Page 2

Participation (2007 Land Acquisition Financing Project) and authorizing and 
directing certain actions with respect thereto.

BACKGROUND

In 2007, the City of Palmdale delivered $19,960,000 Taxable Certificates of Participation 
(2007 Land Acquisition Financing Project) (the “2007 COPs”) for the purpose of financing 
the acquisition of 620 acres of vacant land (the “Property”) adjacent to Sierra Highway 
and located south of Avenue M for future use or sale by the City.  The Property secures 
lease payments to be made by the City to the Palmdale Civic Authority (PCA), which are 
used for the payment of the 2007 COPs. 

There is currently $14,765,000 of 2007 COPs principal outstanding. The 2007 COPs 
mature in Fiscal Year 2036-37 and bear interest at an average of 6.311%.  

Approximately 120 acres of the Property was released from the lien of the 2007 COPs in 
2015 in expectation of a sale of the property.  Those parcels were never sold.  Currently, 
the City is negotiating a lease of approximately 245 acres of the Property for airport 
expansion (the 120 acres that have already been released plus another 125 acres).  
Those additional acres will also need to be released from the lien of the 2007 COPs. 

DISCUSSION

The City has an opportunity to refinance the 2007 COPs at an average estimated interest 
rate of approximately 4.12%.  A refinancing at these rates produces a present value 
savings to the City of approximately 15% of the outstanding balance and a total estimated 
$4 million reduction in debt service payments over 15 years, or approximately $267,000 
per year.  

The City’s proposed method of financing the acquisition is through the execution of a Site 
Lease and 2021 Lease Agreement with the Palmdale Financing Authority (PFA). The 
2021 Lease Agreement will be secured by lease payments paid from the General Fund, 
with the remaining 375 acres of the Property securing the 2021 Lease Agreement.   The 
PFA will assign the lease payments to a lender pursuant to an Assignment Agreement. 
Because of the nature of the leased asset (vacant land), staff and the municipal advisor
determined that a public sale of bonds would not be the most effective method of 
refinancing the 2007 COPs.  Rather, the financing would be accomplished by finding one 
lender to accept the lease payments for vacant land in exchange for financing the 
acquisition.  This financing mechanism is called a “private placement.”  The City used this 
same process to refinance certain debt in 2014 secured by park assessments, acquisition 
and retrofit of the street lights in 2017 and acquisition of the records storage facility in 
2018. 

Approval of the financing requires that the City adopt a resolution authorizing the 2021 
Lease Agreement, the execution of various documents in connection with the financing 
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by the City Manager and Finance Manager/City Treasurer, and execution of professional 
services agreements with the municipal advisor, bond counsel and placement agent. It 
also requires that the PFA adopt a resolution authorizing the 2021 Lease Agreement, the 
execution of various documents in connection with the financing by the City Manager and 
Finance Manager/City Treasurer, and that the PCA adopt a resolution authorizing the 
termination of the original lease agreement securing the 2007 COPs. 

The City Council resolution establishes the following parameters for the 2021 Lease 
Agreement: (1) the par amount of the agreement cannot exceed $13,700,000, (2) 
maximum annual lease payments cannot exceed $1,300,000 and (3) the final maturity is 
not later than April 1, 2036.  The placement agent received one bid from Western Alliance 
Bank (“Bank”) to provide the financing.  The terms of their bid included an interest rate 
based on spread of 2.5% to the sum of the 9-Year ICE Interest Rate Swap Rate. Based 
on current market conditions, the interest rate would be 4.12% as of April 8, 2021. The 
rate will continue to fluctuate until an agreement can be executed and the rate locked. 

The terms also provide the City with the ability to prepay the outstanding balance at any 
time with no prepayment penalty if the City sells the Property.    

The City Council resolution also approves the form of the following documents:

 A Letter Agreement for Purchase between the Bank and the City;

 A Site Lease between the PFA and the City; 

 A 2021 Lease Agreement between the City and the PFA; 

 An Escrow Agreement between the City and US Bank, as trustee for the 2007 
COPs; and

 A Termination Agreement between the City, the PCA and US Bank, as trustee for 
the 2007 COPs. 

Finally, the City Council resolution approves the execution of professional services 
agreements with the municipal advisor, bond counsel and placement agent.

The PFA resolution approves the form of the following documents:

 A Site Lease between the PFA and the City; 

 A 2021 Lease Agreement between the City and the PFA; and

 An Assignment Agreement between the PFA and the Bank. 

The PCA resolution approves the form of the Termination Agreement between the City, 
the PCA and US Bank, as trustee for the 2007 COPs. 
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FISCAL IMPACT

The 2007 COPs mature on April 1, 2037.  The trustee holds a reserve fund for the 2007 
COPs equal to one year’s debt service.   Applying the reserve fund to the final year debt 
service payment effectively means that the City’s last payment on the 2007 COPs will be
April 1, 2036.  Because the Bank is not requiring a reserve fund for the 2021 Lease 
Agreement, the existing reserve fund will be applied toward the redemption of the 2007 
COPs and the 2021 Lease Agreement will mature on April 1, 2036, one year before the 
2007 COPs and consistent with the last expected payment on the 2007 COPs.  Total 
lease payments for the 15-year term of the financing are expected to be $18,360,000, 
with annual payments of $1,224,000.  The true interest cost (sometimes called the 
“effective interest rate”) is expected to be 4.12% based on the April 8, 2021 interest rate
market. A refinancing at this rate produces a present value savings to the City of 
approximately 15% of the outstanding balance of the 2007 COPs and a total estimated 
$4 million reduction in debt service payments over 15 years, or approximately $267,000 
per year.  

If the City Council, PFA and PCA approve the refinancing and adopt the resolutions, the 
interest rate will be locked, and savings will be finalized on May 5, 2021.  

Refinancing the 2007 COPs will require a borrowing of approximately $13,576,000 as 
shown below.

2007 COP Redemption Price $14,935,834
Less 2007 Reserve Fund (1,500,834)
Net Escrow Fund Requirement 13,435,000
Costs of Issuance        141,000
Total 2021 Lease Amount $13,576,000

The savings take into account the costs payable at closing shown below.

Bond Counsel $  55,000
Financial Advisor 33,000
Placement Agent 25,000
Counsel to the Bank 10,000
Escrow Bank Fees 2,000
Escrow Verification 1,500
Title Insurance 11,000
CDIAC       3,500
Total Costs $141,000

There are no additional ongoing financing costs, as there is no trustee for the 2021 Lease, 
and no continuing disclosure filing requirement. This will actually save another $5,000 
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per year compared to the administrative costs of the 2007 COPs.  The City staff will be 
responsible for filing the annual debt transparency report required by the California Debt 
and Investment Advisory Commission (CDIAC). 

STRATEGIC PLAN

Goal II: Ensure long-term fiscal health of the City and maintain funding for services.

A. Manage resources, costs and liabilities to ensure the City’s long-term fiscal 
health.

D. Pursue alternative financing opportunities for continued infrastructure 
improvements and quality community programs.

Prepared by: Willy Galindo, Senior Financial Analyst
Certified as to availability of Funds: Keith Kang, Finance Manager
Approved by: J.J. Murphy, ICMA-CM, City Manager
Approved as to form: Christopher Beck, City Attorney

ATTACHMENTS

1. Resolution No. CC 2021-051
2. Resolution No. PFA 2021-001
3. Resolution No. PCA 2021-001
4. Letter Agreement for Purchase (A-7447)
5. Site Lease (A-7453)
6. Lease Agreement (A-7446)
7. Escrow Agreement (A-7448)
8. Assignment Agreement (A-7454)
9. Termination Agreement (A-7449)
10.Agreement for Legal Services (A-7450)
11.Agreement for Municipal Advisor Services (A-7451)
12.Agreement for Placement Agent Services (A-7452)


