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Meet Gilroy
The “Garlic Capital of the World”

Santa Clara County
Southern Silicon Valley, California

~60,000 residents
A growing community

Mostly residential
tax base, with commercial growth
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A History of Building for the 
Community

CIVIC FACILITIES INFRASTRUCTURE PARKS & RECREATION THE LIBRARY
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Property Tax
31%

Sales Tax
27%

Utility User Tax
11%

Franchise Tax
3%

Transient Occupancy 
Tax
3%

Business License
1%General 

Fund 
Sources 
- $74M

Key: Over 75% consists of Tax Revenues
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General 
Fund 
Uses - 
$76M

Personnel 
Expenses

72%

Materials and 
Services

12%

Internal 
Service 
Charges

12%

Interfund 
Transfers

3%

Capital Outlay
1%

Other Expenses 
and Charges

0%

Key: Primarily allocated for service delivery – Public Safety (Police and 
Fire), very little for Capital Outlay -1%

5



Generational Equity

Year 0 10 20 30 40 50
Ratepayers Paying for Project

Ratepayers Enjoying Benefit

Year 0 10 20 30 40 50
Ratepayers Paying for Project

Ratepayers Enjoying Benefit

Useful Life of Asset 
Being Financed

Pay-Go / Cash Funded Scenario

10-Yr Financing Scenario

Year 0 10 20 30 40 50
Ratepayers Paying for Project

Ratepayers Enjoying Benefit

30-Yr Financing Scenario
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CASE STUDY: MAIN LIBRARY
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Why the Old Gilroy Library Had to Go
An engineering study found the building impractical to fix. 

Renovation would have cost more than building new

Severe Overcrowding

4×
Population quadrupled while the 
Library’s collection increased 
beyond capacity

Structural & Seismic Risk

1975
Mid-1970s concrete failed 
modern California seismic codes 
and retrofit was cost-prohibitive

Outdated Infrastructure

Pre-Digital
Antiquated electrical, technology, 
and plumbing systems did not 
support modern library services 
or flexible community spaces
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HOW DO WE PAY FOR IT?
13



The Options

Pay-Go Lease 
Revenue 

Bond

Parcel Tax GO Bond State Grants
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GO Bond Tax Parcel Tax

Parcel Tax vs. GO Bond 
Tax Rate Projections

Parcel Tax — flat tax per property

GO Bond Tax — per $100K in AV
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Gilroy Voted Yes

69%
approved the library bond

Clearing the two-thirds threshold required to pass.
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Project Timeline

2001

Project Concept 
Initiated

2008

GO Bonds 
Election

2009

Project Design

2009

First Series of GO 
Bonds

2010

Second Series of 
GO Bonds/Start 
of Construction

2012

Library 
Complete
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ISSUING THE BONDS
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Overview of Bond Sale Process

Plan & Authorize

Financing Plan, 
Confirm Authority

Assemble Team

Advisor, Legal Counsel, 
(Underwriter)

Structure Bonds

Set Bond Terms

Documentation 
& Credit Rating

Disclosure & Credit 
Rating

Sell & Close

Sell Bonds, 
Deposit Proceeds
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The Financing Team

Issuer
City of Gilroy

Municipal 
Advisor

Bond & 
Disclosure 
Counsel
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We Borrowed Only What 
Was Needed

GO Bond 
Authorized

$37M

Bonds 
Issued

$34M

The City has remaining GO Bond authorization
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Measure F GO Bond Program Budget

Null 2009 Bonds 2010 Bonds Total

Bond Amount $        10,500,000 $        23,500,000 $        34,000,000 

Project Fund $        10,500,000 $        23,500,000 $        34,000,000 

Financing Costs $              220,000 $              460,000 $              680,000 
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Strategy Behind Multiple Series

U
ps

id
es

Dow
nsides

• “Dollar cost 
averaging the TIC”

• Ease in property tax 
increases as 
construction 
happens

• Federal tax law 
considerations

• Higher cost of 
issuance

• Greater interest 
rate risk
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Ongoing City 
Responsibilities

(Post Bond Closing)

• Expenditure of Bond Proceeds

• Annual Tax Rate Approval

• Ad Valorem Property Tax used only 
for Bond Debt Service

• Annual Continuing Disclosure Filing

• 2019 Refinancing of Both Series
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Original to Current Projected 
Tax Rate (PER $100,000 A.V.)
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CASE STUDY: SEWER 
TREATMENT PLANT EXPANSION 31



Sewer Treatment Plant Expansion
• $82M Project to increase treatment capacity from 8.5 mgd to 11.0 mgd
•  City of Gilroy’s share: 58% = $48M
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Project Funding Strategy
• Pledge of net Sewer Rate Revenue
• Sewer Revenue Bonds

• Sources - $52.8M Bond Proceeds
• Uses - $50.0M Project Fund, $2.4M Bond Payment, $0.4K 

Issuance Cost
• Why Bond Financing:

• Intergenerational Equity
• Affordability and Gradual Rate Increases
• Cash Preservation

• Takeaway: Financing Provided Lease Impact on City & 
Ratepayers
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LESSONS LEARNED
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Lessons Learned

Never too early to start 
planning!

Manage City Council & 
Community Expectations – 

Dreams vs. Reality

Maintain Alignment Between 
Financial Feasibility & Project 

Design/Cost
Establish Policies Early

Evaluate All Funding Options
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QUESTIONS?

CRAIG HILL
Managing Principal

NHA Advisors

HARJOT SANGHA
Assistant City Administrator

City of Gilroy
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