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Bond Issuance Process
May immediately follow formation or occur much later

 Timing considerations
‒ Development momentum
‒ Credit quality
‒ Bond market conditions
‒ Bond-funded project reimbursement readiness
‒ Proceeds used to acquire completed infrastructure

 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 Determined at district formation
‒ Maximum bond authorization
‒ Eligible projects
‒ Maximum annual tax rates and annual escalator (if any)

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

Issuer: Reputation and experience

Local Economy: Employment options, real estate cycle, sales activity 

Property: Location, attractiveness, environmental condition or hazard 

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

Development Plan: Entitlements, development schedule, approvals, absorption schedule, 
product mix

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

Product Demand: Demographics of competing projects

Special Tax: Burden on property, debt service coverage

Property Values: Value-to-lien

Legal Structure: Foreclosure provisions, reserve, type of debt
126



Borrowing Cost and Development Status

Development momentum

Borrowingcost%
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
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Evolution of a CFD: Size, Scale and Land Use
Traditional CFD: Windemere
 Suburban subdivision
 3,280 single-family homes and 597 condos
 Phased bond sales, development risk 

diminished over time as homes built and sold

Phase 4

Phase 5

Phase 2

Phase 3

Phase 1

Modern CFD: Brooklyn Basin
 Urban in-fill
 3,700 residential units in four phases
 Bonds secured by special tax levy on

completed buildings
 No development risk but concentration risk
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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, 

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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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
 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
o i.e. # of building permits pulled

‒ “Reasonable expectations” to spend 
funds within 3 years

‒ If condition isn’t timely met, 
escrowed proceeds pay off escrow 
bonds
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“Green Bonds” and Other Labels
 Heightened investor interest in “ESG”

‒ Risks and benefits related to environmental, social 
and governance factors

 Bond designations highlight uses
‒ i.e. “Green Bonds” or “Social Bonds” for 

renewable energy, climate change adaptation, 
affordable housing projects

 Varying standards for designation
‒ Third-party certification, self-designation, investor 

assessment
‒ Disclosure and regulatory considerations

 Limited pricing benefit – so far

Alameda Marina Reuse of Former Drydock
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Alameda Marina CFD
o Proceeds used for sea wall construction, 

protect against sea level rise of up to 7 feet
o $17.5 million 2023 Special Tax Bonds sold 

as self-designated “Green Bonds”



Preparing a Land Secured Bond For Sale
 Due diligence process

‒ Issuer and developer

 Preliminary Official Statement
‒ Primary marketing document distributed to potential 

investors
‒ May include appraisal, tax formula, and/or tax increment 

estimates

 Supplemental marketing tools
‒ Investor site tours, drone videos, “virtual” roadshow
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Disclosure Obligations
 SEC regulatory mandate

‒ Market transparency for investors
‒ SEC doesn’t directly regulate municipal issuers 

except for anti-fraud statutes.
‒ SEC compels municipal reporting by requiring 

underwriter to secure agreement per SEC Rule 
15c2-12(b)(5)

 Continuing disclosure
‒ Issuer provides annual information
‒ Developer often provides semi-annual updates 

until key milestones are met
‒ Notice required for material events

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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Marketing Land Secured Issues
 Narrower investor base for land-secured credits

‒ Subset of general municipal bond buyers
‒ 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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Borrowing Costs for Land Secured Bonds
 Municipal bonds are typically priced in relation to the tax-exempt AAA 

Municipal Market Data (MMD) index
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Credit Spreads

What affects credit spreads?
• Overall project appeal
• Development momentum
• Value-to-lien ratio
• Size of borrowing/liquidity
• Nominal rate environment
• 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

0%

1%

5%

4%

3%

2%

30 Year
10 Year
2 Year

AAA-Rated Municipal Market Data (MMD) Index Since 2021

Sources: Thomson Reuters, As of April 26, 2024.
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Investor Demand for Municipal Bonds
 Monthly High Yield Municipal Bond Fund Flows evidence demand

‒ Significant inflows in 2021, net outflows in 2022, fluctuating levels in 2023

Monthly High Yield Muni Bond Fund Flows Since January 2021
$4

$2

$0

-$2

-$4

Ja
n-

21

Ap
r-

21

Ju
l-2

1

O
ct

-2
1

Ja
n-

22

Ap
r-

22

Ju
l-2

2

O
ct

-2
2

Ja
n-

23

Ap
r-

23

Ju
l-2

3

O
ct

-2
3

Ja
n-

24

Ap
r-

24

Bi
lli

on
s

Sources: Lipper, Thomson Reuters, SIFMA. As of April 26, 2024.
138



Illustrative Investor Participation
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Retail

Anchor Order #1
Anchor Order #2 

Other Institutions 

Par Offered

Sacramento County Metro Air Park CFD
$121 Million Special Tax Bonds, Series 2023

Retail Interest
 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
‒ Regional bank failures in 2023 have limited interest
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California Land Secured Bond Market
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Source: Lipper, Thomson Reuters as 1/8/2024 141



Land-Secured Issuance by Type of Issuer
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About 2/3rds of 
issuance is by 
cities and local 
authorities
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Land-Secured Bond Sales: Rated or Non-Rated
Total Par Amount Issued With and Without Ratings, 2014-2023
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Investment grade 
credits are typically 
built-out, diversified 
residential districts

About 65% of land-
secured issuance in 
last decade was sold 
without rating

143



Land-Secured Issuance by Size of Bond Sale
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Number of Bond Sales by Size of Issue, 2014-2023

Under $10 Million $10-$20 Million $20-$50 Million $50 Million +

6% of issues and 1/3rd 

of par > $50 million

18% of issues and 
1/3rd of par between
$20-$50 million in size

76% of issues and 
1/3rd of par less than
$20 million in size

About half of issues 
less than $10 million

Source: Lipper, Thomson Reuters as 1/8/2024
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Land-secured Bond Sales by County - Last 5 Years
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One third of issuance emanated from Riverside and Orange counties 

More than 60% of issuance attributable to top five counties

Thirty counties had at least one land-secured issuance

Source: Lipper, Thomson Reuters as 1/8/2024 145



Land-secured Bond Sales by County - Last 10 Years
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Nearly 40% of issuance emanated from Riverside and Orange counties

More than 60% of issuance from (slightly different) top five counties
Thirty-four counties had at least one land-secured issuance

Source: Lipper, Thomson Reuters as 1/8/2024
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Summary Statistics for Non-Rated Bond Sales

CDIAC/TM3 147



Temecula – Heirloom Farms CFD No. 20-01
 $12,695,000

‒ Sold on February 28, 2024
‒ Funded City infrastructure, school 

fees and water fees

 321 Planned Homes
‒ 210 attached and 111 detached
‒ Meritage Homes is the Builder

 Significant momentum
‒ 82% of parcels with building permits
‒ 118 homes sold to individuals

 Value to Lien Ratio of 8.4:1
 Effective Tax Rate of 1.78%
 True Interest Cost of 4.812%
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Riverside – Kunny Ranch CFD No. 2013-1

 $4,140,000 par
‒ Sold March 28, 2024
‒ Funded City infrastructure and 

school fees

 All building permits pulled
 74 Detached Residential Units

‒ Beazer Homes is the builder

 118 Homes sold to individuals
 Value to Lien Ratio of 15.54:1
 Effective Tax Rate of 1.55%
 True Interest Cost of 4.717%
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Stockton – Westlake Villages II CFD No. 2018-2 IA No. 3
 $14,020,000 par

‒ Sold April 3, 2024
‒ Funded City Infrastructure, School Fees and 

Water Fees

 277 Residential Units
‒ Meritage Homes is the Builder

 Significant momentum
‒ 77% of parcels had Building permits
‒ 95 Homes sold to individuals

 Value to Lien Ratio of 5.48:1
 Effective Tax Rate of 1.85%
 True Interest Cost of 5.02%
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Folsom – Folsom Ranch CFD No. 23 IA No.2

 $10,690,000 par
‒ Sold April 11, 2024
‒ Funded City Infrastructure

 291 Residential Units
‒ Tri Pointe and Lennar are the Builders

 57% of parcels had building permits
 71 Homes sold to individuals
 Value to Lien Ratio of 7.0:1
 Effective Tax Rate of 1.84%
 True Interest Cost of 4.978%
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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
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 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. 153
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