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Overview of California Bond Market in 2010 and 2011 



CALIFORNIA STATE AND LOCAL BOND ISSUANCE 
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2011 - $35.4 Billion 2010 - $61.1 Billion 

$4.0 B Taxable 
(11.4%) 

$1.0 B AMT 
(2.9%) 

$30.4 B Tax-Exempt 
(85.7%) 

$27.7 B Taxable 
(45.3%) 

$0.4 B AMT 
(0.7%) 

$33.0 B Tax-Exempt 
(54.0%) 

Source:  Thomson Reuters (January 14, 2012) 

92.7% negotiated in CA 
vs. 82.5% nationwide 

89.8% negotiated in CA 
vs. 77.3% nationwide 



TYPES OF CALIFORNIA BONDS OFFERED 
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$19.6 B  
G.O. 

(32.0%) 

$41.5 B 
Revenue Bond 

(68.0%) 

$12.1 B  
G.O. 

(34.3%) 

$23.3 B 
Revenue Bond 

(65.7%) 

New Money: $14.9 Billion (42.1%) 
Refunding:   $12.7 Billion (35.9%) 
Combined:     $7.8 Billion (22.0%) 

New Money:   $45.3 Billion (74.1%) 
Refunding:     $9.9 Billion (16.2%) 
Combined:     $5.9 Billion (9.7%) 

Source:  Thomson Reuters (January 14, 2012) 

2011 - $35.4 Billion 2010 - $61.1 Billion 



ISSUERS SELLING BONDS IN CALIFORNIA 
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(Billions) 

California Bonds Sold by Issuer Category 
 (2010 and 2011) 

Source:  Thomson Reuters (January 14, 2012) 



ISSUANCE BY PROJECT TYPE 
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(Billions) 

California Bonds Sold by Purpose  
(2010 and 2011) 

Source:  Thomson Reuters (January 14, 2012) 



Long-Term Debt Financing Options 



THRESHOLD ISSUES 
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• Basic Legal Issues 
 Type of agency determines what limitations apply 

− Cities/counties/school districts limited by constitutional debt 
limits 

− Special districts limited by enabling legislation 

• Tax Issues 

 Can project be financed on tax-exempt basis 

− Based on nature of project and use 



CHOOSING METHOD OF FINANCING 
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• Source of Repayment 

 Creating new revenues or leveraging existing revenues 

 Tax revenue sources 

− Property tax, ad valorem tax or sales tax 

− Enterprise vs. non-enterprise revenues 

• Public offering vs. private placement 

• Lease vs. installment sale 

• Bond, COP, joint powers revenue bond 

• Competitive bid or negotiated sale 



GENERAL OBLIGATION BONDS 

• Secured by new, unlimited ad valorem tax on property 

 New revenue source for agency 

 Most secure form of financing 

 Typically can only be used for real property or capital expenses 

 
• City and county GO’s require 2/3rds vote due to 

Constitutional debt limit 

 Generally cannot create improvement districts—boundary is all or 
none 

• Special district GO’s typically require 2/3rds vote based 
on enabling legislation of district 
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GENERAL OBLIGATION BONDS 

• School district/community college district GO’s now 
commonly require 55% vote (based on Prop 39) 

 Tax rate limitations apply depending on type of entity (e.g., unified, 
high school, community college) 

 Prop 39 requires annual oversight audits and specific project lists 

• State GO’s are secured by State general fund revenues, 
and only require 50% vote 
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GENERAL OBLIGATION BONDS 
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GENERAL OBLIGATION BONDS 
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LEASE OBLIGATIONS 

• Leverage of existing general fund revenues  

 If properly established, is exempt from debt limit 
− No voter approval required 

− Secured physical assets 

• Generally structured as a lease/lease-back of facilities 

 Utilizes agency’s power to lease property 

 Unlike bonds, requires a counterparty (e.g., finance corporation or 
JPA) 

 Must be structured as “true lease” 

 Subject to abatement, fair rental value determinations, appropriation 
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LEASE OBLIGATIONS 

• Can be structured as certificates of participation or JPA 
revenue bonds  

• “Essentiality” of property can be credit issue 
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LEASE OBLIGATIONS 
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REVENUE/ENTERPRISE FUND OBLIGATIONS 

• Relate to revenue producing facilities (e.g., water, sewer, 
solid waste, airport, ports, electric) 

• Repayment limited to enterprise revenues (no general 
fund exposure) 
 If properly established, enterprise fund is exempt from debt limit 

− No voter approval required 
− Secured by lien on revenues, not physical assets 
− Rate covenant generally required 
− Security very similar to voter approved revenue bond 
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REVENUE/ENTERPRISE FUND OBLIGATIONS 

• Sometimes structured as a sale/sale-back of facilities 
 Utilizes agency’s power to purchase on contract 
 Unlike bonds, requires a counterparty (e.g., finance corporation or 

JPA) 

• Can be structured as certificates of participation or JPA 
revenue bonds 
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REVENUE/ENTERPRISE FUND OBLIGATIONS 
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SPECIAL TAX BONDS 
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• Voter approved sales tax 
 Increases local sales tax for specific period of time 

− New revenue source for agency 
 Typically associated with transportation projects 

• Community Facilities District (Mello-Roos) 
 Voter approved special tax within a defined area 

− New revenue source for agency 
− 2/3rds vote requirement 
− By landowner if less than 12 registered voters  

 No requirement of establishing benefit to property 
 Flexibility on how levied (e.g., square footage, acreage) 
 Used to finance public facilities with useful life in excess of 5 years 



SPECIAL TAX BONDS 
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SPECIAL TAX BONDS 
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ASSESSMENT DISTRICT BONDS 

• Secured by special assessment levied on property in 
defined area 
 New revenue source for agency 
 Property must receive “special” benefit from project 

− Less flexible than Mello-Roos 
− Can be difficult to establish depending on project 

 Typically used for core infrastructure 
 Requires approval of majority of landowners subject to assessment 
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ASSESSMENT DISTRICT BONDS 
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JOINT POWERS AUTHORITY BONDS 

• Agency may join with other governmental agency to 
form joint powers authority (“JPA”) 

• Separate governmental entity 
• Powers are same as forming entities 
• Commonly used as a financing mechanism 
• JPA can purchase obligations of other entities or enter 

into lease or installment purchase agreements 
• JPA can issue revenue bonds secured by payments 

made on such obligations or under such agreements 
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JOINT POWERS AUTHORITY BONDS 
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JOINT POWERS AUTHORITY BONDS 
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DISCLAIMER 
 
Ramirez  has prepared this presentation material exclusively for the client to whom it is directly addressed and delivered. This presentation is for 
discussion purposes only. This presentation is not complete and should only be viewed in conjunction with any oral briefing provided and any related 
subsequent material and or presentation.  
 
The information provided is based on information, market conditions, laws, opinions, and forecasts, all of which are subject to change. Ramirez  is 
not obligated to update material to reflect subsequent changes. 
 
In preparing this presentation we have drawn on a variety of public and private sources which we have relied on and have not verified the same. 
 
This presentation does not constitute a commitment by Ramirez  to underwrite, subscribe for or place any securities or to extend or arrange credit or 
to provide any other services.  
 
This material is not a product of a research department and is not a research report. Unless otherwise stated, any views or opinions expressed herein 
are solely those of the authors and may differ from the views and opinions expressed by other members of the Firm.  
 
IRS Circular Disclosure 230: Ramirez  does not provide tax advice. Accordingly, any discussion of U.S. Tax Matters included herein is not intended or 
written to be used, and cannot be used, in connection with the promotion, marketing, or recommendation by anyone not affiliated with Ramirez  of 
any of the matters addressed herein or for the purpose of avoiding US tax related penalties.   
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