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California Public Debt Issuance Monthly Data

CUMULATIVE CALIFORNIA PUBLIC DEBT ISSUANCE (IN BILLIONS)'
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CALIFORNIA PUBLIC DEBT ISSUANCE, MARCH (IN MILLIONS)'
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STATE* VERSUS LOCAL DEBT ISSUANCE, MARCH (IN MILLIONS)'
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* State issuers include the State of California, its agencies, commissions, authorities,
departments and The Student Loan Corporation.

' Data may not include issuances reported after the 22" day of the following month.

REPORTS OF PROPOSED DEBT ISSUANCE RECEIVED
3-16-2020 THROUGH 4-15-2020, BY PURPOSE (IN MILLIONS)
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TOTAL REPORTS OF FINAL SALE RECEIVED
3-16-2020 THROUGH 4-15-2020, BY PURPOSE (IN MILLIONS)
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More detailed debt issuance information is available in the monthly
Debt Line Calendar. m
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The first pension obligation bond
(POB) issuance in California was re-
ported to CDIAC in 1985 by the City
of Oakland. The city issued over $221
million to pay its pension liability owed
to the Police and Fire Retirement Sys-
tem. POBs are issued by public agen-
cies to satisfy payment obligations to
the public agency’s retirement system,
which can be a self-managed system,
a group system, the California Public
Employees’ Retirement System (CalP-
ERS) or the California State Teachers’
Retirement System (CalSTRS). The
proceeds of POBs may be used to fund
the public agency’s required payments
for the current fiscal year (annual con-
tribution), the public agency’s unfund-
ed accrued actuarial liabilicy (UAAL) or
both. Financing the annual contribu-
tion in effect defers payment and pro-
vides the public agency cash flow relief
in the current fiscal year. Financing the
UAAL replaces a multi-year pension
funding obligation with a multi-year
debt service payment obligation.

Pension obligation financings are gen-
erally structured with an issuance by
the public agency of a note payable to

the retirement system. The note is then
refunded with POBs issued under a re-
funding bond law statute.' Pension ob-
ligation bonds can qualify for the Ob-
ligations Imposed by Law Exception to
the constitutional debt limit. However,
a validation action under California
Code of Civil Procedure Section 860
et seq. is generally required.?

In addition to its pension obligations,
many public agencies also have an
obligation to provide other post-em-
ployment benefits (OPEBs) which
some public agencies have also issued
debt to finance. OPEBs are a public
agency's future liabilities to pay for
benefits, other than pension benefits,
owed to retired employees, such as
certain medical and other benefits.

Recently proposed legislation (SB
1067) would restrict the issuance of
POBs by amending current refund-
ing bond law statutes.” The amend-
ments would clarify that bonds is-
sued using the refunding authority?,
on and after January 1, 2021, would
need voter approval.

To gain insight on POB activity in
California, CDIAC staff reviewed
the debt issuance data contained in
DebtWatch.

VOLUME AND NUMBER OF DEALS.
As reported to CDIAC from 1985
through April 2020, over $25 billion
of pension obligation debt has been

! California Debt Financing Guide, CDIAC, Section 3.3.2.2 Pension Obligation Bonds, pg. 3-11,

* California Debt Financing Guide, CDIAC, Section 3.3.2.2 Pension Obligation Bonds, pg. 3-12,

3 SB 1067, Moorlach, (2019-2020),

4 Government Code Sections 53552 and 53553.
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issued.” Over this 35-year period, 273
debt issuance transactions were report-
ed as POBs or OPEBs. In addition,
there are currently four (4) proposed
POB/OPEB transactions that have
been reported to CDIAC, totaling an
additional $486 million to be issued
in May 2020 (Figure 1).

As shown in Figure 1, POB issuance ac-
tivity was relatively low until it spiked
in 1994. Just prior to the spike, Sono-
ma County issued California’s first fed-
erally taxable pension obligation bond
in 1993 after obtaining a judicial val-
idation ruling ensuring the legality of
the transaction.® This POB issue paved
the way for other public agencies to is-
sue POBs after the Tax Reform Act of
1986, which restricted the issuance of
tax-exempt bonds for pension liabili-

ties.” Since then, public agencies have
generally followed suit, obtaining a val-
idation action under California Code
of Civil Procedure Section 860 et seq.
prior to issuing POBs. Also during
that time, legislation was approved (AB
3349) adding Section 6516.6 to Gov-
ernment Code allowing Joint Powers
Agencies (JPAs) to issue revenue bonds
under the Marks-Roos Act to finance
local agencies” unfunded actuarial pen-
sion liabilities. The ability to pool pen-
sion obligation bonds offered smaller
agencies a way to make the POB issu-
ance more economical.®

PUBLIC AGENCY ISSUERS. As shown
in Figure 2, counties issued the highest
volume of POBs and OPEBs overall
(67%), with cities the second highest
(24%) and the remaining issuer types

combined equaling 10%. The top
three issuers of POBs by volume have
been Orange County with $3.952 bil-
lion, Los Angeles County with $2.854
billion, and San Diego County with
$2.065 billion.

In Figure 3, cites issued half of all
POBs by the number of deals indi-
cating smaller issue sizes, followed by
counties with 30% of deals, and spe-
cial districts with 11%. The top three
issuers by number of POB deals shows
Orange County ranks first again, with
the City of Riverside in second fol-
lowed by San Diego County.

LOOKING AHEAD. As of March 15,
2020, the Federal Reserve Board cut
rates to nearly zero in response to the
global coronavirus outbreak.” In these
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Orange County $3,952
Los Angeles County $2,854
San Diego County $2,065
Counties Sacramento County $1,895
67% Riverside County $1,120
Oakland, City of $1,054
San Bernardino County $1,011

PENSION OBLIGATION AND OTHER POST-EMPLOYMENT BENEFIT BONDS
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Orange County 15

Riverside, City of 12
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Oakland Joint Powers 6
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REPORTS OF PROPOSED DEBT ISSUANCE (RPDI)’
RECEIVED MARCH 2020
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! California Government Code Section 8855(i) states that the issuer of any proposed debrt issue of state
and local government shall, no later than 30 days prior to the sale of any debt issue, submit a report of
proposed issuance to the commission by any method approved by the commission.

% California Government Code Section 8855(j) states that the issuer of any debt issue of state or local
government, not later than 21 days after the sale of the deb, shall submit a report of final sale to the
commission by any method approved by the commission.

* As of 4/22/2020, a total 3,090 Annual Debt Transparency Reports had been filed for the FY 18-19
reporting period.
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Under Chapter 723, Statutes of 2001 (AB
2300, Florez), issuers of debt authorized
under the Marks-Roos Local Bond Pooling
Act of 1985 are required, with some excep-
tions, to submit copies of “public hearing
notices” and “resolutions of intent” to issue
debt for capital improvement projects to
the California Debt and Investment Advi-
sory Commission (CDIAC) and the State
Attorney General’s Office.! This reporting
requirement has been in effect since Janu-
ary 1, 2001. In 2019, CDIAC received 148
Reports of Final Sale for Marks-Roos bond
issues.? One hundred twenty-two (122) is-
sues fell under the purview of AB 2300, but
after staff review were determined to have
met the filing exemptions provided under
Government Code sections 6586.5 and
6586.7. As a result, no issuers were required
to submit “public hearing notices” and “res-
olutions of intent” to issue debt to CDIAC.

Table 1 and Table 2 summarize the results
of CDIAC’s review of the AB 2300 re-
portable bonds.

Issuers can complete the Report of Pro-
posed Debt Issuance and Report of Final
Sale forms on CDIAC’s website at

. Un-
less exempted, issuers must submit public
hearing notices and copies of resolutions
of intent to issue debt in accordance with
Government Code sections 6586.5(a)(3)
and 6586.7(a), respectively.

CDIAC will continue to track compliance
with this statute and will report on its find-
ings in future issues of Debz Line.

2019 MARKS-ROOS BOND ISSUANCES

EXEMPTIONS TO FILING PUBLIC HEARING NOTICES, UNDER AB 2300

City & Local Agency(ies) Located within the City 50

Water/Recycled Water/Wastewater Production,

Storage, Transmission, or Treatment Facilities 34
County & Local Agency(ies) Located within the County 7
Public School Facilities 7
Transportation Facilities & Vehicles 6
Authority Consisting of No Less Than 100 Local 6
Agencies

Facilities within Boundaries of the Authority: Local

Agencies with Overlapping Boundaries 4
Generation or Transmission of Electrical Energy 4
Public Highways 2
Redevelopment 1
Underground Utility/Communication Lines 1
TOTAL 122

*Percentages do not add to total due to rounding.

2019 MARKS-ROOS BOND ISSUANCES

EXEMPTIONS TO FILING COPY OF RESOLUTION OF INTENT, UNDER AB 2300

City & Local Agency(ies) Located within the City 50
Exempt from Filing a Public Hearing Notice Under AB 2300 48
Subsection (c) of Section 6856.5

County & Local Agency(ies) Located within the County 7
Transportation Facilities & Vehicles 6
Authority Consisting of No Less Than 100 Members 6
Facilities within Boundaries of the Authority: Local Agencies 4
with Overlapping Boundaries

Redevelopment 1
TOTAL 122

*Percentages do not add to total due to rounding.
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EXHIBIT 1. EXEMPTIONS
TO AB 2300 REPORTING

HEARING NOTICE EXEMPTION. Under
various subsections of Government Code
Section 6586.5, local agencies are exempt
from filing copies of a hearing notice with
CDIAC and the State Attorney General’s
Office if the bonds are issued:

* Pursuant to the California Community
Development Law, Part 1 (commencing
with Section 33000) of Division 24 of
the California Health and Safety Code;

* To finance transportation facilities
and vehicles;

* To finance a facility that is located with-
in the boundaries of an authority, pro-
vided that the authority that issues those
bonds consists of any of the following:

* Local agencies with overlapping
boundaries;

* A county and a local agency or lo-
cal agencies located entirely within

that county;

* A city and a local agency or local
agencies located entirely within
that city;

* To finance a facility for which an au-
thority has received an allocation from

the California Debt Limit Allocation
Committee; and

e Of an authority that consists of no
less than 100 local agencies and the
agreement that established that au-
thority requires the governing body of
the local agency that is a member of

the authority in whose jurisdiction the
facility will be located to approve the
facility and the issuance of the bonds.

In addition, as stated in subdivision (c)
of Section 6586.5, bonds issued for any
of the following purposes are also exempt
from the reporting obligations:

* To finance the undergrounding of util-
ity and communication lines;

* To finance, consistent with the provi-
sions of this chapter, facilities for the
generation or transmission of electrical
energy for public or private uses and
all rights, properties, and improve-
ments necessary therefor, including

fuel and water facilities and resources;

* To finance facilities for the production,
storage, transmission, or treatment of

water, recycled water, or wastewater;
* To finance public school facilities; and

* To finance public highways located
within the jurisdiction of an authority
that is authorized to exercise the powers
specified in Chapter 5 (commencing
with Section 31100) of Division 17 of
the Streets and Highways Code, pro-
vided that the authority conducts the
noticed public hearing and makes the
finding of significant public benefit in
accordance with this section.

RESOLUTION OF INTENT EXEMPTION.
Government Code 6586.7 exempts local
agencies from filing resolutions of intent
to issue bonds under Article 1 of the
Marks-Roos Act as well as those issued
for the following purposes:

Specified in subdivision (c) of Section

6586.5;

Pursuant to the California Commu-
nity Development Law, Part 1 (com-
mencing with Section 33000) of Di-
vision 24 of the California Health and
Safety Code;

To finance transportation facilities and
vehicles;

To finance a facility that is located with-
in the boundaries of an authority, pro-
vided that the authority that issues those
bonds consists of any of the following:

* Local agencies with overlapping
boundaries;

* A county and a local agency or lo-
cal agencies located entirely within
that county;

* A city and a local agency or local
agencies located entirely within

that city;

To finance a facility for which an au-
thority has received an allocation from
the California Debt Limit Allocation

Committee;

Of an authority that consists of no
less than 100 local agencies and the
agreement that established that au-
thority requires the governing body of
the local agency that is a member of
the authority in whose jurisdiction the
facility will be located to approve the
facility and the issuance of the bonds.



The Municipal Securities Rulemaking Board (MSRB) filed a proposed rule change
with the U.S. Securities and Exchange Commission (SEC) to provide regulatory relief
on a temporary basis to brokers, dealers and municipal securities dealers (“dealers”)
and municipal advisors (collectively, “regulated entities”) in light of the operational
challenges due to the disruptions to normal business operations as a result of the coro-
navirus disease (COVID19) pandemic.

Deadline to submit comment on MSRB Rule A-3, an effort to improve Board gov-
ernance specific to board membership. Amendments include (but are not limited to)
reducing the size of the board and placing a limit on the number of years a member
can serve. The comment period was extended from March 30th to April 29th, on
March 23, 2020.

Fees billed by the MSRB during the period of March 1, 2020 through July 31, 2020
that are not paid on time will not incur late charges. To provide regulatory relief
during the Covid-19 pandemic, the MSRB proposed this rule change to suspend
charging of late fees for the regulatory fees assessed by the MSRB under rules A-11,
A-12 and A-13. Any unpaid balances as of August 1, 2020 will begin to incur late fee
charges.

Extended date for firms and individuals to complete certain professional qualification
standards. Due to closure of the test center locations during the Covid-19 pandemic,
the MSRB proposed a rule change to provide additional time to allow firms and indi-
viduals to fulfill certain professional qualification standards established under MSRB
Rule G-3, on professional qualification requirements, consistent with MSRB Rule
G-2, on standards of professional qualification.

Updated compliance date for collecting new data from underwriters submitting an
amended Form G-32 for primary offerings of municipal securities through the Mu-
nicipal Securities Rulemaking Board (MSRB) EMMA system.


http://msrb.org/~/media/Files/Regulatory-Notices/Announcements/2020-09.ashx??n=1
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http://msrb.org/~/media/Files/Regulatory-Notices/Announcements/2020-09.ashx??n=1
http://msrb.org/~/media/Files/Regulatory-Notices/Announcements/2020-09.ashx??n=1

OCTOBER 5, 2020

19" Annual Pre-conference at

The Bond Buyer's 30" Annual
California Public Finance Conferenc
Los Angeles, CA

To get the latest information about
CDIAC education programs, visit

MAY 17-20, 2020

Government Finance Officers Association

Annual Conference
Online Virtual Event

MAY 18-22, 2020

California Special Districts Association

Special Districts Legislative Days
Online Virtual Event

JUNE 9-12, 2020
(POSTPONED FROM APRIL)

National Association of Bond Lawyers
The Essentials
Online Virtual Event

JULY 28-31, 2020
(POSTPONED FROM MAY)

Association of California Water Agencies
Spring Conference and Exhibition
Monterey, CA

AUGUST 22-26, 2020

National Association of State Auditors
Comptrollers and Treasurers

Annual Conference

Burlington, VT

AUGUST 24-27, 2020

California Special Districts Association
Annual Conference

Palm Desert, CA

SEPTEMBER 13-16, 2020

National Association of State Treasurers
Annual Conference

San Diego, CA

SEPTEMBER 23-25, 2020

National Association of Bond Lawyers
The Workshop
Chicago, IL

SEPTEMBER 23-26, 2020

International City/County
Management Association
Annual Conference
Online Virtual Event

OCTOBER 5-7, 2020

The Bond Buyer 30" Annual California
Public Finance Conference

Los Angeles, CA

OCTOBER 6-9, 2020

California Association of County
Treasurers and Tax Collectors
Education Conference
Burlingame, CA

OCTOBER 7-9, 2020

League of California Cities
Annual Conference & Expo
Long Beach, CA

OCTOBER 25-28, 2020

Municipal Management Association of
Northern California Annual Conference
Monterey, CA

OCTOBER 28-30, 2020

Municipal Management Association of
Southern California Annual Conference

San Diego, CA

NOVEMBER 4-6, 2020

Council of Development Finance Agencies
National Development Finance Summit

Denver, CO

Organizations may submit information on future ed-
ucational seminars, meetings, or conferences by email-
ing cdiac_education@treasurer.ca.gov. Publication of
announcements is subject to space limitations.
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