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Bond Issuance Process
May immediately follow CFD formation or occur much later

• Re-engaging and expanding financing team
− Bond counsel, special tax consultant, and municipal advisor
− Disclosure counsel, underwriter, fiscal agent or trustee, appraiser, 

absorption consultant (possibly)
− Developer, developer’s counsel, developer’s consultant

• Bond timing, capacity and credit considerations
• Documentation and approvals
• Bond sale and closing
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Bond Issuance Timing Considerations
• Development momentum

− Status of bond-funded infrastructure and project reimbursement 

readiness

− Proceeds used to acquire completed infrastructure

− Credit quality and property values

− Issuer policies and investor suitability 

− Bond market conditions and bond capacity

• Federal tax law constraints

− “Reasonable expectations” of spending proceeds within 3 years
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Bond Capacity Considerations
How much in project funds can a CFD support?

• CFD Parameters
− Maximum bond authorization
− Eligible projects
− Maximum annual tax rates and annual escalator (if any)

Determined at district formation

• Value of land supporting debt
− Standard minimum aggregate value to debt ratio of 3-to-1

• Maximum tax capacity and debt service coverage 
− Based on maximum annual special tax revenues projected at build-out
− Minimum coverage typically 110% annual debt service
− Administrative expenses may be paid before or after debt service

• Bond market conditions 
− Lower interest rates = more bond proceeds within same revenues
− Interest rates are driven by broad economic factors and specific credit quality

Determined at bond issuance
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Key Credit Considerations
Most early stage land-secured bonds are sold as non-rated securities

Key Factors Considerations

Issuer: Reputation and experience
Local economy: Employment options, real estate cycle, and sales activity

Property: Location, attractiveness, environmental condition or hazards

Developer(s) strength: Experience, financial resources, equity invested, and loans

Development plan: Entitlements, development schedule, absorption schedule, and product mix

Development status:  Status of backbone and “in tract” infrastructure, land use maps, property ownership 
(developer, builder(s), land bank, homeowners), vertical construction, sales or leasing 
activity, and diversity of ownership

Product demand: Demographics of competing projects

Special tax: All-in tax burden on property, debt service coverage

Property values: Value-to-lien

Legal structure: Foreclosure provisions, reserve, and type of debt 54



Borrowing Cost and Development Status
Borrowing cost %

Raw land 
Low land values

Concentrated ownership
High development risk 

Backbone infrastructure complete 
Ownership may include builders 
Vertical construction underway 

Pre-sale activity
Fully built-out

 Diversified ownership/leases
Higher property values 

Special tax collection history

Development momentum
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Basic Bond Structure
Bonds leverage maximum annual tax revenues
• At least 110% debt service coverage is typical 
• Administrative expenses may be paid first or paid from 

coverage
Capitalized interest
• Needed if special tax not yet on the tax roll
• May be desired to enhance credit or cashflow
Reserve fund
• Usually least of (i) maximum annual debt service, (ii) 125% 

of average annual debt service, or (iii) 10% of par
Issuance costs
• Typically includes bond and disclosure counsel, special tax 

consultant, municipal advisor, appraiser, fiscal agent, 
printer, staff time, and other consultants

• Underwriter’s discount typically includes management fee, 
sales commission, and expenses

Project fund
• Bond proceeds less other costs
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Phased Bond Issuance

Bond sales may be 
phased over time
• Based on credit 

quality and/or 
readiness for 
proceeds

• “Additional bonds 
test” limits extent of 
future dilution for 
parity bonds
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Bolstering Credit Quality - Escrow Bonds
• Escrow bond proceeds held “in escrow” until release conditions met

 Proceeds invested to pay interest on escrowed bonds until release date

 Can mitigate credit risks while avoiding time and effort of another bond sale

• Escrow release conditions
 Development milestone or other 

measurable metric
• Such as final map recordation or 

certain number of building permits 
pulled

 Must have “reasonable 
expectations” to spend funds within 
3 years

 If condition isn’t timely met, 
escrowed proceeds pay off escrow 
bonds
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Determining Property Values
• Issuer promises to pursue accelerated foreclosure if taxes aren’t paid

− Value of property at a foreclosure sale is key to “land-secured” credit quality

• Assessed value (AV) sometimes used 
− Completed projects or modest debt

• Appraisal often used to determine property value
− CDIAC appraisal standards
− “Bulk sale” value of property recognizing the bond-funded improvements
− Comparable sales usually used to establish retail price of end product, discount rate, and 

absorption affect value
− An absorption report can inform expected timing of build out and sales

• A “composite value” uses AV and appraised values
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Preparing a Land-secured 
Bond For Sale

• Determine property values and credit characteristics

• Draft legal and disclosure documents

• Seek rating (if appropriate)

• Conduct thorough due diligence

• Pre-market the bonds to potential investors

• Price and close the bonds
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Basic Legal Documents
• Resolutions

− Issuer approves financing terms and related financing documents
− “Good faith estimates” of financing costs may be included (or in staff 

report)

• Indenture, trust agreement, or fiscal agent agreement
− Details legal structure of security: payment dates, flow of funds, reserve 

fund (if any), redemption provisions, issuer covenants

• Bond purchase contract
− Contract between underwriter and issuer signed on date of pricing
− Specifies interest rates, principal amounts, underwriter’s discount
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Credit Tables
• Incorporate information from special tax consultant, tax rolls, 

appraiser, developer, and underwriter

• Typically summarize:
− Special tax rates and expected special tax revenues
− Development plan details – i.e. by village and/or product type
− Home prices and sales activity or leasing activity
− Current development status by land use category, property ownership
− Value-to-lien ratios – in aggregate and by category and/or owner
− Total tax burden 
− Historic tax collections and delinquencies
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Developing the Official Statement
• Preliminary Official Statement (POS) 

− Primary marketing document sent to potential investors
− Describes the issuer, project, legal security, potential risks
− Includes form of Continuing Disclosure Agreements
− May also include appraisal and/or tax increment estimates
− Clear, thoughtful “story” supported by data facilitates 

broadest credit approvals

• Final Official Statement
− Filled in after pricing with final details – coupons, yields, 

principal amounts, call features, CUSIPs
− Describes any material changes not disclosed in POS 
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Disclosure Standards

• SEC seeks market 
transparency

• SEC doesn’t directly regulate 
municipal issuers except for 
anti-fraud statutes

• Negligence standard applies 
− Facts known or should 

have been known

Securities Exchange Act of 1934 Rule 10b-5:

“It shall be unlawful for any person. . . 
(a) to employ any device, scheme or artifice to 

defraud, 

(b) to make any untrue statement of a material fact or 
to omit to state a material fact necessary in order 
to make the statements made, in light of the 
circumstances under which they were made, not 
misleading. . .”

=>  Applies to any circumstance where a municipal 
bond issuer is “speaking to the market,” including 
when filing annual Continuing Disclosure Reports 
or Event Notices.  
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Continuing Disclosure
• SEC requires underwriter to secure continuing disclosure agreements 

− Per SEC rule 15c2-12(b)(5)

− Enables investors to monitor value of bonds over time

• Usually annual or semi-annual reports

− Annual audited financial statements of issuer

− Updates material information in the official statement, usually from tax rolls

− Developer obligation may end when key development milestones are met

• “Material events” must be reported within 10 days

• MSRB provides website for disclosure

− Https://emma.Msrb.Org/ 

− Issuer may appoint a dissemination agent for assistance
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Due Diligence Process
• Completed before the POS is distributed

− Usually led by underwriter and underwriter’s counsel
− Ensures that the POS is complete, accurate and does not 

misstate or omit material information or mislead investors
− Requires engagement by issuer, developer, consultants and 

other financing team members

• The Official Statement is ultimately the issuer’s 
document
− Failure to adequately disclose all material facts has led to fines 

against bond issuers, charges against individual officials, fines 
against individuals, etcetera 66



Bond Marketing Process
• Underwriter distributes POS to potential investors

− Follow up conversations to solicit interest 

• Supplemental marketing efforts 
− Notice of upcoming sale on EMMA
− In person site tours and/or “virtual” road show presentations, drone 

videos
− Targeted advertisements (i.e. radio ads, retail mailers, etc.) 
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Municipal Bond Market
• Fractured, “over-the-counter” market

− About 1 million different securities 
− About 50,000 different issuers
− About 57,000 daily trades

• Relatively small, less liquid market
− $4.2 trillion outstanding as of 12/31/24

o ~ 15% of outstanding Treasury 
bonds

− Average daily trading volume $14.5 
billion
o ~ 2% of Teasury daily trading 

volume
• Record-setting bond issuance in 2024

− $508 billion
− $447 billion or 88% tax-exempt

Annual Municipal Bond Issuance Since 2008*

$0

$100

$200

$300

$400

$500

$600

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

20
21

20
22

20
23

20
24

M
ill

io
ns Taxable AMT Tax-Exempt

*Excludes notes and short-term municipal debt 
instruments with less than 1 year to maturity 

Sources: SIFMA, data as of 12/31/2024; Thompson 
Reuters 

68



California Land-secured Bond Market
California Annual Land-secured Bond Issuance by Par Issued, 2000 – 2024 
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Marketing Land-secured Issues
• Investor base for land-secured credits 

− Subset of general municipal bond buyers seeking diversification and stability, fixed 
income stream, assets matching liabilities, relative value, tax advantages

− More sensitive to supply/demand trends

• Institutional investors
− Bond funds, money managers, commercial banks, bank trust departments, insurance 

companies, hedge funds
− Generally prefer larger, more liquid bond issues
− About 25 firms participate in sector, 3-5 are most active

• Sophisticated “retail” investors
− High net-worth individuals, seeking stability, tax-free income, and yield
− Focus on stronger “story” credits, nominal yields
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Bond Pricing Basics
• Bond structure

− Carves up borrowing to appeal to different investor 
interests across yield curve

• Maturity
− Date(s) on which principal is repaid

• Coupon
− Rate at which interest is repaid
− Chosen to appeal to distinct categories of investors

• Yield
− Determined by market conditions and credit 

quality
• Price

− A function of coupon, yield, and maturity

Maturity Amount Coupon Yield Price
9/1/26 5,000$        5.00% 2.90% 102.077$ 
9/1/27 20,000        5.00% 2.95% 103.974   

Serial 9/1/28 30,000        5.00% 3.13% 105.333   
Bonds 9/1/29 40,000        5.00% 3.34% 106.183   

9/1/30 50,000        5.00% 3.56% 106.555   
9/1/31 65,000        5.00% 3.84% 106.173   
9/1/32 80,000        5.00% 4.01% 105.998   
9/1/33 95,000        5.00% 4.09% 106.162   
9/1/34 110,000      5.00% 4.26% 105.489   
9/1/35 125,000      5.00% 4.43% 104.568   
9/1/36 140,000      5.00% 4.61% 103.098   

2040 9/1/37 160,000      
Term 9/1/38 180,000      
Bond 9/1/39 200,000      

9/1/40 220,000      5.00% 5.02% 99.790     
2045 9/1/41 245,000      
Term 9/1/42 270,000      
Bond 9/1/43 295,000      

9/1/44 320,000      
9/1/45 350,000      5.00% 5.16% 98.017     

2050 9/1/46 290,000      
Term 9/1/47 325,000      
Bond 9/1/48 355,000      

9/1/49 395,000      
9/1/50 435,000      5.13% 5.23% 98.543     

2055 9/1/51 570,000      
Term 9/1/52 615,000      
Bond 9/1/53 665,000      

9/1/54 715,000      
9/1/55 765,000      5.25% 5.28% 99.549     

8,130,000$ 

Primarily 
retail 
investors

Primarily 
institutions,
Some retail 
investors
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Borrowing Costs for Land-secured Bonds
• Municipal yields are typically quoted as a “spread” to a benchmark index

− AAA Municipal Market Data (MMD) index for tax-exempt debt, US Treasuries for taxable debt

What affects credit spreads?
• Overall project appeal 
• Development momentum 
• Developer expertise
• Diversification at buildout
• Value-to-lien ratio
• Size of borrowing/liquidity
• High yield supply/demand
• Ratings (if applicable)

What affects benchmark yields?
• Level of general interest rates
• Expectations for future inflation
• Supply/demand dynamics
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Recent Tax-Exempt Interest Rate Trends
AAA-Rated Municipal Market Data (MMD) Index Since 2022
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The Pricing Process
• Pre-pricing:  Underwriter proposes coupons and yields based on market conditions, pricing 

“comparable,” preliminary investor feedback

• Pricing:  Investors place orders during order period after which underwriter may propose changes and 
then makes offer to underwrite at final coupons and yields

Illustrative Pricing Results: Sacramento County Metro Air Park CFD 
$121 Million Special Tax Bonds, Series 2022
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• 220 individual orders, totaling $72 

million
− Increases ability to use serial maturities
− Provides pricing leverage with institutions
− Enhances future liquidity

Institutional Interest
• 8 institutions participated
• 2 “anchor orders”
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Private Placement Alternatives
• Distribution to smaller universe of buyers

• To commercial banks for cost, ease and timeliness
− Higher credit quality
− Shorter tenor (generally < 10 years or < 20 years)
− Smaller to moderate in size

• To sophisticated institutional or individual investors for “suitability”
− Higher risk tolerance
− Often larger denominations ($100,000 or $250,000)
− Possible “big boy” letter

• Consequences for interest rate and liquidity
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Regulatory Fine Print 
Neither Fieldman, Rolapp & Associates nor Goodwin Consulting Group Inc. is recommending 

an action to a municipal entity or obligated person; Neither Fieldman, Rolapp & Associates 

nor Goodwin Consulting Group Inc. is acting as an advisor to a municipal entity or obligated 

person and does not owe a fiduciary duty pursuant to Section 15B of the Exchange Act to a 

municipal entity or obligated person with respect to the information and material contained 

in this communication; Fieldman, Rolapp & Associates and Goodwin Consulting Group Inc. are 

acting for their own interests; and the municipal entity or obligated person should discuss any 

information and material contained in this communication with any and all internal or 

external advisors and experts that a municipal entity or obligated person deems appropriate 

before acting on this information.
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Regulatory Really Fine Print

77

Stifel, Nicolaus & Company, Incorporated (“Stifel”) has prepared some of the attached materials. Such material consists of factual or general 
information (as defined in the SEC’s Municipal Advisor Rule). Stifel is not hereby providing a municipal entity or obligated person with any advice 
or making any recommendation as to action concerning the structure, timing or terms of any issuance of municipal securities or municipal 
financial products. To the extent that Stifel provides any alternatives, options, calculations or examples in the attached information, such 
information is not intended to express any view that the municipal entity or obligated person could achieve particular results in any municipal 
securities transaction, and those alternatives, options, calculations, or  examples do not constitute a recommendation that any municipal issuer or 
obligated person should effect any municipal securities transaction. Stifel is acting in its own interests, is not acting as your municipal advisor and 
does not owe a fiduciary duty pursuant to Section 15B of the Securities Exchange Act of 1934, as amended, to the municipal entity or obligated 
party with respect to the information and materials contained in this communication.
Stifel is providing information and is declaring to the proposed municipal issuer and any obligated person that it has done so within the regulatory 
framework of MSRB Rule G-23 as an underwriter (by definition also including the role of placement agent) and not as a financial advisor, as 
defined therein, with respect to the referenced proposed issuance of municipal securities. The primary role of Stifel, as an underwriter, is to 
purchase securities for resale to investors in an arm’s-length commercial transaction. Serving in the role of underwriter, Stifel has financial and 
other interests that differ from those of the issuer. The issuer should consult with its own financial and/or municipal, legal, accounting, tax and 
other advisors, as applicable, to the extent it deems appropriate.
These materials have been prepared by Stifel for the client or potential client to whom such materials are directly addressed and delivered for 
discussion purposes only. All terms and conditions are subject to further discussion and negotiation. Stifel does not express any view as to 
whether financing options presented in these materials are achievable or will be available at the time of any contemplated transaction. These 
materials do not constitute an offer or solicitation to sell or purchase any securities and are not a commitment by Stifel to provide or arrange any 
financing for any transaction or to purchase any security in connection therewith and may not be relied upon as an indication that such an offer 
will be provided in the future. Where indicated, this presentation may contain information derived from sources other than Stifel. While we 
believe such information to be accurate and complete, Stifel does not guarantee the accuracy of this information. This material is based on 
information currently available to Stifel or its sources and is subject to change without notice. Stifel does not provide accounting, tax or legal 
advice; however, you should be aware that any proposed indicative transaction could have accounting, tax, legal or other implications that should 
be discussed with your advisors and /or counsel as you deem appropriate.
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