
City Council Staff Report

DATE: May 6, 2021

TO: HONORABLE MAYOR AND CITY COUNCIL

FROM: CITY MANAGER’S OFFICE 
FINANCE DIVISION

DISTRICT: ALL

SUBJECT: APPROVE THE AUTHORIZATION FOR THE ACCEPTANCE OF CFD 
05-1 SPECIAL TAX BONDS REFINANCING PROPOSAL FROM 
WESTERN ALLIANCE BANK IN CONNECTION WITH THE 
REFINANCING OF THE CITY OF PALMDALE COMMUNITY 
FACILITIES DISTRICT NO, 05-1 (TRADE AND COMMERCE CENTER 
AREA) SPECIAL TAX BONDS AND EXECUTE PROFESSIONAL 
SERVICES AGREEMENTS WITH THE MUNICIPAL ADVISOR, BOND 
COUNSEL, SPECIAL TAX CONSULTANT, AND PLACEMENT 
AGENT

ISSUE

Approve the authorization for the acceptance by the City Manager and Finance 
Manager/Treasurer on the proposal from Western Alliance Bank in connection with 
refinancing of the City of Palmdale Community Facilities District No. 05-1 (Trade and 
Commerce Center Area) Special Tax Bonds and to execute professional services 
agreements with the municipal advisor, bond counsel, special tax consultant, and 
placement agent.

RECOMMENDATION

Staff recommends that the City Council:

1. Approve the authorization for the acceptance by the City Manager and Finance 
Manager/Treasurer on the proposal and to execute the Commitment Letter from 
Western Alliance Bank in connection to refinance the City of Palmdale 
Community Facilities District No. 05-1 (Trade and Commerce Center Area) 
Special Tax Bonds.

2. Approve the authorization of the City Manager and Finance Manager/Treasurer 
to execute professional services agreements with the municipal advisor, bond 
counsel, special tax consultant and placement agent.

BACKGROUND

The City formed Community Facilities District No. 05-1 (Trade and Commerce Center 
Area) (“CFD”) in 2005.  The CFD encompasses 120 acres bordering Trade and 
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Commerce Center Drive between Avenue P-4 and Avenue Q.  The CFD was formed for 
the purpose of issuing special tax bonds to refinance assessment districts and a 
community facilities district with liens on the properties within the CFD and for curing 
delinquent taxes. 

There are 3 series of CFD Special Tax Bonds outstanding:
Series Outstanding Interest Rate
2005 Series A $  4,160,000 6.25%
Converted 2005 Series A 1,080,000 6.75%

2007 Series A   5,145,000 6.125%

$10,385,000

The City had issued a subordinate 2005 Series B Bond for the CFD, which was converted 
to a parity 2005 Series A Bond in 2011 (referred to as the Converted 2005 Series A Bond) 
when it achieved the ratios necessary for conversion. 

All of the parcels of taxable property in the CFD are finished lots, with all off-site 
improvements completed (including curbs, gutters, sidewalks, streetlights and all public 
utilities in the streets).  Not all taxable property in the CFD has been developed. 
Approximately 69% of the special tax applicable to the 2005 Bonds is levied on 
undeveloped property and approximately 94% of the special tax applicable to the 2007 
Bonds is levied on undeveloped property. Six of the undeveloped parcels are currently 
owned by the Successor Agency.  

DISCUSSION

The City has an opportunity the refinance the 2005 Series A Bonds, the Converted 2005 
Series A Bonds and the 2007 Series A Bonds (collectively the “Existing Bonds”) at an 
average estimated interest rate of approximately 3.5%.  A refinancing at this rate 
produces a total estimated $2.9 million reduction in debt service payments over 16 years, 
or approximately $188,000 per year.  

These savings will reduce the special tax levy on the properties in the CFD by 17% each 
year.  This reduction in special tax may make development of the vacant properties more 
cost effective – as well as assist the Successor Agency in closing escrow on the 
properties in the CFD that are under contract and assist in marketing the other Successor 
Agency-owned properties. 

The City’s proposed method of refinancing the Existing Bonds is through the issuance of 
Special Tax Refunding Bonds (“Refunding Bonds”) to be purchased directly by an 
investor. Because of the percentage of undeveloped land remaining in the CFD, and 
some recent delinquencies by certain property owners, staff and the municipal advisor 
determined that a public sale of bonds would not be the most effective method of 
refinancing the Existing Bonds. Rather, the refinancing would be accomplished by finding
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one investor to purchase the Refunding Bonds.  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 streetlights in 2017 and 
acquisition the records storage facility in 2018. 

Approval of the financing requires that the City adopt a resolution authorizing the 
Refunding Bonds and the execution of various documents in connection with the 
refinancing by the City Manager and Finance Manager/City Treasurer.

The placement agent received one offer from Western Alliance Bank (“Bank”) to purchase 
the Refunding Bonds.  The terms of the Bank’s offer (“Commitment Letter”) include an 
interest rate based on spread of 3.0% to 77% of the sum of the 8-Year ICE Interest Rate 
Swap Rate. Based on current market conditions, the interest rate would be 3.50% as of 
April 8, 2021. 

The rate will continue to fluctuate until an agreement can be executed and the rate locked.
Staff is requesting authorization to accept the Bank’s offer and execute the Commitment 
Letter at a date no more than 30 days prior to the expected closing date of the Refunding 
Bonds and lock in the interest rate.  It is likely that this date will be before the City Council’s 
June 1 meeting date.  It is prudent to authorize a rate lock should current market 
conditions continue to improve, and rates continue to move higher. Staff is also requesting 
authorization for the City Manager and Finance Manager/City Treasurer to execute
professional services agreements with the municipal advisor, bond counsel, special tax 
consultant, and placement agent.

The remaining documents approving the Refunding Bonds will be presented for City
Council consideration at its June 1 meeting.  

FISCAL IMPACT

There is no fiscal impact to the City.  The Refunding Bonds will be payable from special 
taxes levied on property within the CFD.  The special taxes include all the costs to 
administer the CFD.  All financing costs associated with the Refunding Bonds are 
contingent on the closing of the Refunding Bonds. 

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
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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. Commitment Letter (A-7455)
2. Agreement for Legal Services (A-7456)
3. Agreement for Municipal Advisor Services (A-7457)
4. Agreement for Placement Agent Services (A-7458)
5. Agreement for Special Tax Consultant Services (A-7461)


