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INDEPENDENT AUDITORS' REPORT

Honorable Members of the Board of Commissioners
City of Palmdale Civic Authority
City of Palmdale, California
We have audited the accompanying financial statements of the governmental activities and each major fund of the City of Palmdale Civic
Authority (the Authority), a component unit of the City of Palmdale, California, as of and for the year ended June 30, 2011, which
collectively comprise the Authority’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the Authority’s management. Our responsibility is to express opinions on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States of America, and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Authority’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the governmental
activities and each major fund of the City of Palmdale Civic Authority as of June 30, 2011, and the respective changes in financial position
thereof for the year then ended in conformity with accounting principles generally accepted in the United States of America.
As described in Notes 4 and 5 the Authority and the Palmdale Redevelopment Agency (Agency) have entered into several repayment
agreements whereby the Authority has loaned the proceeds of Revenue Bond debt issuances to the Agency. The loan agreements between
the Authority and the Agency require the Agency to pay the Authority under the same terms as the bonds were issued.
As described in Note 6 to the financial statements, the California State Legislature enacted two Assembly Bills impacting the Agency; the
first, AB X1 26, provided for the dissolution of redevelopment agencies, and the second, AB X1 27 provided a mechanism for the
continuance of redevelopment agencies. On December 29, 2011 the California Supreme Court upheld that AB X1 26 was constitutional
and that AB X1 27 was unconstitutional. This action causes substantial doubt regarding the Palmdale Redevelopment Agency’s (Agency)
ability to continue as a going concern. In accordance with the terms of AB X1 26 the City of Palmdale (City) adopted a resolution
designating the City as successor agency and will oversee the enforceable contractual obligations of the Agency. The full impact of
complying with the provisions of AB X1 26 is uncertain.
As described in Note 1 to the financial statements, the Authority adopted the provisions of GASB Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions as of July 1, 2010.
In accordance with Government Auditing Standards, we have also issued a report dated January 24, 2012, on our consideration of the
Authority's internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts
and grants agreements and other matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.
The management's discussion and analysis on pages 2 through 6 and are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no opinion on it.

Rancho Cucamonga, California
January 24, 2012
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Management’s Discussion and Analysis
As management of the City of Palmdale Civic Authority (Authority), we offer readers of the Authority’s
financial statements this narrative overview and analysis of the financial activities of the Authority for the
fiscal year ended June 30, 2011.
Financial Highlights
•

The liabilities of the Authority exceeded its assets at the close of the most recent fiscal year by
$73,306,141.

•

The government's total net assets increased by $1,412,886. Details are discussed on page 4.

•

As of the close of the current fiscal year, the Authority's governmental funds reported combined
ending fund balances of $33,983,441, a decrease of $1,797,539 in comparison with the prior year.

•

The Authority's total debt decreased by $3,297,227 or 3.0 percent during the current fiscal year. The
decrease is primarily attributable to the fiscal year’s regularly scheduled debt service payments.

Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial
statements. The Authority’s basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements.
Government-Wide Financial Statements. The government-wide financial statements, which can be
found on pages 8 - 9 of this report, are designed to provide readers with a broad overview of the
Authority’s finances, in a manner similar to a private-sector business.
The statement of net assets presents information on all of the Authority’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the Authority is improving or deteriorating.
The statement of activities and changes in net assets presents information showing how the government's
net assets changed during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Therefore, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods.
Both of the government-wide financial statements distinguish functions of the Authority that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended recover all or a significant portion of their costs through user fees and charges
(business-type activities). The Authority has no business-type activities. The governmental activities of
the Authority include general government and public services.
Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The Authority, like other
state and local governments, uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements. Both of the funds of the Authority are governmental funds.
2

Governmental Funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near term inflows
and outflows of spendable resources, as well as on balances of spendable resources available at the end of
the fiscal year. Such information may be useful in evaluating a government's near-term financing
requirements.
Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, the readers may better understand the long-term impact of the government's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances, provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities. The basic governmental fund financial statements can
be found on pages 11 - 15.
The Authority maintains 2 individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the Debt Service Fund and the Capital Projects Fund, both of which are
considered to be major funds. The Authority does not have any non-major governmental funds.
Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 17 - 35 of this report.
Government-Wide Financial Analysis
As noted earlier, net assets may serve over time as a useful indicator of a government's financial position.
In the case of the Authority, liabilities exceeded assets by $73,306,141 as of June 30, 2011, as a result of
debt issued to finance capital assets on the behalf of the primary government, the City of Palmdale.
Authority's Net Assets
Governmental
Activities
2011
Long-Term Receivables
Deferred Charges – Cost of Issuance
Other Assets
Total Assets
Long-Term Liabilities Outstanding
Deferred Revenue
Other Liabilities
Total Liabilities
Total Unrestricted Deficit
3

Governmental
Activities
2010

$ 107,402,575
2,278,930
7,078,038
116,759,543

$ 110,652,709
2,404,758
7,209,818
120,267,285

104,143,309
80,450,000
5,472,375
190,065,684

107,642,014
82,045,000
5,299,299
194,986,313

$ (73,306,141)

$ (74,719,028)

The Authority’s long-term receivables decreased $3,250,134, or 2.9 percent, as a result of payments made
to the Authority on lease and loan agreements from the City of Palmdale and the Community
Redevelopment Agency, respectively. Additional information on the long-term receivables can be found
on page 26, Note 4.
Other Assets decreased by $131,780 as a result of lower reserve fund requirement bond proceeds held by
the Trustee on behalf of the City of Palmdale for debt service.
Long-term liabilities decreased by $3,498,705, or 3.3 percent, as the result of the fiscal year’s regularly
scheduled debt service payments.
Other Liabilities increased $173,076, primarily due to higher current liabilities and interest payables
resulting from debt service on the $6.4M Refunding Revenue Bond Issue.
Authority's Changes in Net Assets
Governmental
Activities
2011
Revenues:
Program Revenues:
Charges for Services
Operating Grants and Contributions
General Revenues:
Unrestricted Investment Earnings
Total Revenues

$

Expenses:
General Government
Public Services
Total Expenses
Change in Net Assets
Net Assets – Beginning of Year
Net Assets – End of Year

5,713,426
1,362,425

Governmental
Activities
2010

$

5,658,152
1,414,222

424
7,076,275

491
7,072,865

5,645,084
18,305
5,663,389

5,849,266
297,017
6,146,283

1,412,886
(74,719,027)
$ (73,306,141)

926,582
(75,645,609)
$ (74,719,027)

Governmental Activities. Governmental activities increased the Authority’s net assets by $1,412,886, or
1.9 percent, during the current fiscal year. Key elements of the governmental activities net asset increase
are as follows:
•

Charges for services increased $55,274, or 1.0 percent, resulting primarily from receipt of
increased lease payments from the City of Palmdale on the Authority’s Certificates of
Participation Bonds.

•

Operating Grants and Contributions decreased $51,797, or 3.7%, primarily due to lower accreted
interest occurring after the payment in full of the 1993 Revenue Bonds.
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•

General Government expenses decreased $204,182, or 3.5 percent, due to decreased accrued
interest.

•

Public service expenses increased $278,712, or 93.8 percent, due to the decreasing work on the
street signal and improvement project.

Financial Analysis of the Government's Funds
As noted earlier, the Authority uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements.
Governmental Funds. The focus of the Authority's governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the Authority's financing requirements. In particular, unassigned fund balance may serve as a useful
measure of a government's net resources available for spending at the end of the fiscal year.
As of the end of the current fiscal year, the Authority’s governmental funds reported combined ending
fund balances of $33,983,441, a decrease of 5.0 percent in comparison with the prior year. The fund
balance is classified into the following components:
•

$26,952,575 is nonspendable for long-term loan receivable.

•

$6,377,665 is restricted for pay debt service.

•

$653,201 is assigned for capital project contract commitments.

The net decrease in fund balance during the current year in the debt service funds was $1,779,658,
primarily resulting from increased debt service principal and interest payments.
The net decrease in fund balance during the current year in the capital projects funds was $17,881,
resulting from financing the Land Acquisition project through trustee held bond proceeds restricted for
this purpose.
Debt Administration
Long-Term Debt. At the end of the current fiscal year, the Authority had bonded debt outstanding of
$107,695,072. The Authority loaned the proceeds of the Revenue Bond issuances to the Community
Redevelopment Agency (Agency). The loan agreements are secured by pledges of sales taxes and/or
incremental property taxes generated in the project areas, and the Agency is required to repay the
Authority under the same terms as the 1993, 1994, 1997, and 2003 Revenue Bonds were issued.
Repayment agreements between the Authority and the Agency require the Agency to pay the Authority
under the terms of the Second Supplement to Loan Agreement No. A-2501 for the 2009 Revenue Bonds.
See Note 6 for subsequent event disclosure. The Certificates of Participation require the City of Palmdale
to pay a semi-annual base rental to the Authority. The rentals will be used by the Authority to pay debt
service as the Certificates of Participation come due.
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Authority’s Outstanding Debt
(Revenue Bonds and Certificates of Participation)

Revenue Bonds
Certificates of Participation
Deferred Loss on Refinancing
Bond Premiums
Total

Governmental
Activities
2011
$ 27,302,575
80,450,000
(527,751)
470,248
$ 107,695,072

Governmental
Activities
2010
$ 28,987,709
82,045,000
(571,731)
531,321
$ 110,992,299

The Authority’s total debt decreased by $3,297,227, or 3.0 percent, during the current fiscal year. This
decrease is primarily attributable to the fiscal year’s regularly scheduled debt service payments.
Additional information on the Authority’s debt can be found on pages 27 - 34, Note 5.
Requests for Information
This financial report is designed to provide a general overview of the Authority's finances for all those
with an interest in the government's finances. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to the City of Palmdale
Civic Authority, Office of the Finance Director, 38300 Sierra Highway, Suite D, Palmdale, California,
93550.
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Government-Wide Financial Statements
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CITY OF PALMDALE CIVIC AUTHORITY
STATEMENT OF NET ASSETS
JUNE 30, 2011

Governmental
Activities
Assets:
Cash and Investments
Interest Receivable
Leases Receivable
Loans Receivable from the Community Redevelopment
Agency of the City of Palmdale
Deferred Charges - Cost of Issuance
Restricted Assets:
Cash and Investments
Interest Receivable

$

73,558
79
80,450,000
26,952,575
2,278,930
6,988,392
16,009

Total Assets

116,759,543

Liabilities:
Due to Bank - Overnight Sweep
Deposits
Accrued Interest Payable
Deferred Revenue - Unearned Lease Revenue
Noncurrent Liabilities:
Due Within One Year
Due in More than One Year

2,886
44,286
1,873,440
80,450,000
3,551,763
104,143,309

Total Liabilities

190,065,684

Net Deficit:
Unrestricted

(73,306,141)

Total Net Deficit

$

See Accompanying Notes to the Financial Statements
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(73,306,141)

CITY OF PALMDALE CIVIC AUTHORITY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2011

Expenses
Governmental Activities:
General Government
Public Services
Total Governmental
Activities

Program Revenues
Operating
Capital
Grants and
Grants and
Contributions
Contributions

Charges for
Services

Net
Governmental
Activities

$

5,645,084
18,305

5,713,426
-

1,362,425
-

-

1,430,767
(18,305)

$

5,663,389

5,713,426

1,362,425

-

1,412,462

General Revenues - Unrestricted Investment Earnings
Change in Net Assets

424
1,412,886

Net Assets - Beginning of Year

(74,719,027)

Net Assets - End of Year

$ (73,306,141)

See Accompanying Notes to the Financial Statements
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Governmental Fund Financial Statements

Debt Service Funds are used to account for the accumulation of resources for and the payment of
principal and interest on bonded debt and other long-term obligations. The following fund has been
classified as a major fund:
•

The Debt Service Fund accounts for resources accumulated and payments made for
principal and interest on 1) Revenue Bonds secured by Community Redevelopment Agency
project area sales taxes and/or tax increment revenues and 2) Certificates of Participation
issued to construct the civic center complex, street and signal improvements and parks and
recreation facilities.

Capital Projects Funds are used to account for financial resources to be used for the acquisition and
construction of major capital facilities. The following fund has been classified as a major fund:
•

The Capital Project Fund is used to account for construction projects funded through
issuance of Certificates of Participation. Current projects include new park facilities and
street and signal improvements.
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CITY OF PALMDALE CIVIC AUTHORITY
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2011

Debt
Service
Fund

Assets
Cash and Investments
Accounts and Interest Receivable
Restricted Cash and Investments
Restricted Interest Receivable
Leases Receivable
Loans Receivable from the Community Redevelopment
Agency of the City of Palmdale

$

Total Assets

$

22,168
24
6,384,630
15,999
80,450,000

Capital
Projects
Fund
$

Total
Governmental
Funds

51,390
55
603,762
10
-

$

73,558
79
6,988,392
16,009
80,450,000

26,952,575

-

26,952,575

113,825,396

655,217

114,480,613

870
44,286
80,450,000

2,016
-

2,886
44,286
80,450,000

80,495,156

2,016

80,497,172

26,952,575
6,377,665
-

653,201

26,952,575
6,377,665
653,201

33,330,240

653,201

33,983,441

Liabilities and Fund Balances
Liabilities:
Due to bank
Deposits
Deferred Revenue - Unearned Lease Revenue
Total Liabilities
Fund Balances:
Nonspendable
Restricted
Assigned
Total Fund Balances
Total Liabilities and Fund Balances

$

See Accompanying Notes to the Financial Statements
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113,825,396

$

655,217

$

114,480,613

CITY OF PALMDALE CIVIC AUTHORITY
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2011

Total Fund Balances - Total Governmental Funds (page 12)

$

33,983,441

Amounts reported for Governmental Activities in the Statement of
Net Assets (page 8) are different because:
Current portions of interest due on long-term debt do not require current financial
resources and therefore are not reported as a liability in the Governmental
Funds Balance Sheet.
Interest Payable
Deferred Charge for Issuance Cost

(1,873,440)
2,278,930

Long-Term Liabilities are not due and payable in the current period and therefore
are not reported as a liability in the Governmental Funds Balance Sheet.
Certificates of Participation
Revenue Bonds Payable
Less Loss on Refinance
Plus Issuance Premium

$

Net Assets of Governmental Activities (page 8)

80,450,000
27,302,575
(527,751)
470,248

(107,695,072)

$

See Accompanying Notes to the Financial Statements
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(73,306,141)

CITY OF PALMDALE CIVIC AUTHORITY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Debt
Service
Fund
Revenues:
Lease Revenues from City of Palmdale
Loan Revenues from Community Redevelopment
Agency of the City of Palmdale
Interest Revenue
Other

Capital
Projects
Fund

$ 5,713,426

Total Revenues
Expenditures:
Capital Outlay
Debt Service
Principal
Interest
Total Expenditures
Deficiency of Revenues under Expenditures
Other Financing Sources (Uses):
Transfers In from CRA Capital Project Area 1
Total Other Financing Sources (Uses)

$

Total
Governmental
Funds
-

$ 5,713,426

1,171,492
136,047
54,866

424
-

1,171,492
136,471
54,866

7,075,831

424

7,076,255

-

18,305

18,305

3,335,000
5,520,509

-

3,335,000
5,520,509

8,855,509

18,305

8,873,814

(1,779,678)

(17,881)

(1,797,559)

20

-

20

20

-

20

Net Change in Fund Balances

(1,779,658)

(17,881)

(1,797,539)

Fund Balances, Beginning of Year

35,109,898

671,082

35,780,980

653,201

$ 33,983,441

Fund Balances, End of Year

$ 33,330,240

See Accompanying Notes to the Financial Statements
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$

CITY OF PALMDALE CIVIC AUTHORITY
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Net Change in Fund Balances - Total Governmental Funds (page 14)

$ (1,797,539)

Amounts reported for governmental activities in the Statement of Activities and Changes in
Net Assets (page 9) are different because:
Long-Term Debt Proceeds provide current financial resources to Governmental Funds, but issuing debt
increases long-term liabilities in the Government-Wide Statement of Net Assets. Principal repayments
of long-term debt and escrow agent payments are expenditures/uses in the Governmental Funds, but
they reduce long-term liabilities in the Government-Wide Statement of Net Assets. Also issuance costs
and premiums are recognized in the current period in the Governmental Funds, whereas these amounts
are deferred and amortized in the Government-Wide Statement of Activities. This is the amount by
which repayments exceeded proceeds.

Principal Repayments:
Certificates of Participation
Revenue Bonds

1,595,000
1,740,000

3,335,000

Some Expenses reported in the Government-Wide Statement of Activities and Changes in
Net Assets do not require the use of current financial resources and therefore are not
reported as expenditures in the Governmental Funds.
Accrued Interest on Debt
Accreted Interest on Bonds
Amortization of Deferred Loss
Amortization of Issuance Costs
Amortization of Bond Premiums

$

Change in Net Assets of Governmental Activities (page 9)

See Accompanying Notes to the Financial Statements

15

39,026
(54,866)
(43,980)
(125,828)
61,073

(124,575)

$ 1,412,886
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CITY OF PALMDALE CIVIC AUTHORITY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(1) Summary of Significant Accounting Policies
A. Description of the Reporting Entity
The Palmdale Civic Authority of the City of Palmdale, California (Authority) was originally created
under a joint powers agreement between the City of Palmdale (City) and the Community Redevelopment
Agency of the City of Palmdale (Agency) on May 1, 1976 for the purpose of financing public
improvements in the City. The Authority is financially accountable to the City and, accordingly, is a
component unit of the City although it is a separate legal entity. Assets of the Authority, after providing
for all debts and obligations, are to be transferred to the City upon final payment of the loans.
The financial statements of the Palmdale Civic Authority have been prepared in conformity with
generally accepted accounting principles (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for governmental accounting
and financial reporting principles. The more significant of the Authority’s accounting policies are
described below.
B. Financial Statement Presentation, Basis of Accounting and Measurement Focus
The accounts of the Authority are organized on the basis of separate funds, each of which is considered to
be a separate accounting entity. The operations of each fund are accounted for with a separate set of selfbalancing accounts that comprise its assets, liabilities, fund equity, revenues and expenditures/expenses,
as appropriate. Governmental resources are allocated to and accounted for in individual funds based upon
the purposes for which they are to be spent and the means by which spending activities are to be
controlled.
Government-Wide Financial Statements
The Government-Wide Financial Statements include a Statement of Net Assets and a Statement of
Activities and Changes in Net Assets. These statements report information on all of the activities of the
Authority. Interfund activity, including payables and receivables, have been eliminated in the Statement
of Activities and the Statement of Net Assets as prescribed by GASB Statement No. 34.
The Statement of Activities demonstrates the degree to which the direct expenses of a given function are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include 1) charges for services to customers who purchase, use or directly
benefit from goods, services or privileges provided by a given function, 2) grants and contributions that
are restricted to meeting the operational requirements of a particular function and 3) grants and
contributions that are restricted to meeting the capital requirements of a particular function. Investment
Earnings and other items not properly included among program revenues are reported instead as general
revenues.
The Government-Wide Financial Statements are presented using the economic resources measurement
focus and the accrual basis of accounting. Accordingly, all of the Authority’s assets and liabilities
(including long-term liabilities) are reported in the accompanying Statement of Net Assets. The
Statement of Activities presents changes in net assets. Under the accrual basis of accounting, revenues
are recognized as soon as they are earned and expenses are recognized as soon as a liability is incurred,
regardless of the timing of related cash flows.
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CITY OF PALMDALE CIVIC AUTHORITY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
Governmental Fund Financial Statements
Governmental Fund Financial Statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balances for all major funds individually. An accompanying schedule
is presented to reconcile and explain the differences in net assets as presented in these statements to the
net assets presented in the Government-Wide Financial Statements.
Governmental Fund Financial Statements are presented using the current financial resources
measurement focus and the modified accrual basis of accounting. Accordingly, only current assets and
current liabilities are included on the Balance Sheet. The Statement of Revenues, Expenditures and
Changes in Fund Balances present increases (revenues and other financing sources) and decreases
(expenditures and other financing uses) in net current assets. Under the modified accrual basis of
accounting, revenues are recognized in the accounting period in which they become both measurable and
available to finance expenditures of the current period. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to be used to pay liabilities of the
current period. For this purpose, the Authority considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Interest revenue is considered susceptible to
accrual. Expenditures are recorded in the accounting period in which the related fund liability is incurred.
However, debt service expenditures are recorded only when payment is due.
The Authority has presented both the debt service and capital projects funds as major funds because the
Authority believes the financial position and activities of these funds are significant to the Authority as a
whole. Specific fund descriptions can be found on page 11 for these funds.
C. Budgets and Budgetary Accounting
An annual budget is adopted on a basis consistent with generally accepted accounting principles for the
debt service governmental fund. Project-length financial plans are adopted for the capital projects fund.
Unexpended appropriations at year-end may be added to the subsequent year’s adopted budget by the
Director of Finance with the approval of the City Manager per Council Resolution 92-120, Section 5.
Encumbrance accounting is employed in governmental funds. Encumbrances (i.e., purchase orders,
contracts and other commitments) outstanding at year-end are reported as assigned fund balance since
they do not constitute expenditures or liabilities and are added to the subsequent year’s adopted
appropriations.
D. Cash and Investments
Investments include amounts in U.S. Treasury Securities, the Local Agency Investment Fund, money
market funds and investment agreements. The U.S. Treasury Securities were adjusted to fair value based
on market prices on June 30, 2011. The fair value change in the Trustee held Local Agency Investment
Fund came to an amount that was not considered material for presentation in the financial statements.
Amounts invested in money market funds are reported at fair value and amounts invested in investment
agreements are reported at cost as of June 30, 2011.
E. Restricted Assets
Restricted assets represent bond reserve amounts and interest earnings thereon related to the Revenue
Bonds and Certificates of Participation. The bond resolutions and indentures require that the bond
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reserves be maintained in amounts equal to the maximum amount of principal and interest to be paid in
any single future fiscal year for each issue.
F. Long-Term Obligations
In the Government-Wide Financial Statements long-term debt and other long-term obligations are
reported as liabilities. Bond premium/discounts are deferred and amortized over the life of the bonds
using the effective interest method. Bonds payable are reported net of the applicable bond premium or
discount. Bond issuance costs are reported as deferred charges and amortized over the term of the related
debt using the straight-line method.
In the Fund Financial Statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is reported as
other financing sources. Premiums received on debt issuance are reported as other financing sources,
while discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service expenditures.
G. Fund Equity
In the Fund Financial Statements, governmental funds report fund balance into five components whereby
each component identifies the extent to which the Authority is bound to observe constraints imposed upon
the use of the resources reported in governmental funds. The five components of the fund balance are as
follows:
Nonspendable: Resources that are 1) not in spendable form, such as inventories, prepaids, long-term
receivables, or non-financial assets held for resale, or 2) required to be maintained intact such as an
endowment.
Restricted: Resources that are subject to externally enforceable legal restrictions; these restrictions would
be either 1) externally imposed by creditors (such as through debt covenants), grantors, contributors, or
laws or regulations of other governments or 2) imposed by law through constitutional provisions or
enabling legislation.
Committed: Resources that are constrained to specific purposes by a formal action of the Authority such
as an ordinance or resolution. The constraint remains binding unless removed in the same formal manner
by the Authority. Authority action to commit fund balance must occur within the fiscal reporting period
while the amount committed may be determined subsequently.
Assigned: For the Authority’s capital project and debt service funds the residual fund balance in excess
of what can be properly classified as nonspendable, restricted, or committed.
Unassigned: Within all of the Authority’s governmental funds, the negative residual resources in excess
of what can be properly classified as nonspendable, restricted, or committed.
When expenditures are incurred for purposes for which both restricted and unrestricted (committed, or
assigned) fund balances are available, the Authority’s policy is to first apply restricted fund balance.
When expenditures are incurred for purposes for which committed or assigned fund balances are
available, the Authority’s policy is to first apply committed fund balance, and finally assigned fund
balances.
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This policy delegates to the Finance Director the authority to assign unrestricted fund balance amounts
where the Authority’s intent is for those amounts to be used for specific purposes. This delegation of
authority is for the sole purpose of reporting these amounts in the annual financial statements.
H. Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.
I.

Implemented Accounting Pronouncements
During fiscal year 2010-2011, the Authority adopted the provisions of GASB issued Statement No. 54,
Fund Balance Reporting and Governmental Fund Type Definitions. This Statement is intended to
improve the usefulness of information provided to financial report users about fund balance
classifications, and by clarifying the definitions of existing governmental fund types. This statement
establishes fund balance classifications that comprise a hierarchy based primarily on the extent to which a
government is bound to observe constraints imposed upon the use of the resources reported in
governmental funds. The implementation impact on the Authority’s financial statements are outlined in
Note 1 Q.
During fiscal year 2010-2011, the Authority adopted the provisions of GASB issued Statement No. 59,
Financial Instruments Omnibus. This statement is to update and improve existing standards regarding
financial reporting and disclosure requirements of certain financial instruments and external investment
pools for which significant issues have been identified in practice. The requirements of this Statement
will improve financial reporting by providing more complete information, by improving consistency of
measurements, and by providing clarifications of existing standards. The implementation did not have
any significant impact on the Authority’s financial statements.

J. Deferred Revenue /Unearned Revenue
The Authority and the City of Palmdale have entered into lease agreements that obligate the City to pay
lease payments to the Authority in consideration of the City’s use and enjoyment of certain property and
improvements. The deferred revenue reported on the Statement of Net Assets and the Governmental
funds were lease payments that have not yet been received. The Authority recognizes lease payments as
they become due and in the year that lease payments are received
(2) Cash and Investments
Cash and investments as of June 30, 2011 are classified in the accompanying financial statements as follows:
Statement of net assets:
Cash and investments
Cash overdraft
Restricted cash and investments
Total cash and investments

$

73,558
(2,886)
6,988,392
$ 7,059,064
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Cash and investments as of June 30, 2011 consist of the following:
Cash overdraft
Investments:
State investment pool
Held by bond trustees

$
$

117,844
6,944,106

(2,886)

7,061,950

Total cash and investments

$ 7,059,064

Cash and investments of the Authority are pooled with funds of the City for deposit and investment
purposes, except for funds required to be held by outside fiscal agents. Interest earned on pooled cash and
investments is credited to the funds based on each respective fund's month-end cash balance. In addition,
restricted cash and investments were held by fiscal agents in accordance with bond indenture agreements.
Detailed information concerning the City's pooled cash and investments can be found in the City's
Comprehensive Annual Financial Report for the year ended June 30, 2011.
A. Investments Authorized by the California Government Code and the Authority’s Investment Policy
Investments of the Authority are pooled with funds of the City and therefore adhere to the City’s
Investment Policy. The table following identifies the investment types that are authorized for the City by
the California Government Code (or the City’s investment policy, where more restrictive). The table also
identifies certain provisions of the California Government Code (or the City’s investment policy, where
more restrictive) that address interest rate risk, credit risk, and concentration of credit risk. This table
does not address investments of debt proceeds held by bond trustees that are governed by the provisions
of debt agreements with the Authority, rather than the general provisions of the California Government
Code or the City’s investment policy.
Authorized
Investment Type

Maximum
Maturity

Maximum
Percentage
of Portfolio*

Maximum
Investment
in One Issuer

Local Agency Bonds
U.S. Treasury Obligations
U.S. Agency Securities
Banker's Acceptances
Commercial Paper
Negotiable Certificates of Deposit
Repurchase Agreements
Medium-Term Notes
Mutual Funds
Money Market Mutual Funds
County Pooled Investment Funds
Local Agency Investment Fund (LAIF)

5 years
5 years
5 years
180 days
270 days
5 years
1 year
5 years
N/A
N/A
N/A
N/A

None
None
None
40%
25%
30%
None
30%
15%
20%
None
None

None
None
None
2%
10%
None
None
None
10%
10%
None
None
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*Excluding amounts held by bond trustees that are not subject to California Government Code restrictions.
The City’s investment policy also authorizes Demand Deposits of up to $2,000,000 (and $2,500,000 in
the aggregate) with Bank of America or Wells Fargo Bank.
B. Investments Authorized by Debt Agreements
Investment of debt proceeds held by bond trustees are governed by provisions of the trust agreements,
created in connection with the issuance of debt rather than the general provisions of the California
Government Code. Certificates of Participation and Revenue Bond indentures specify the types of
securities in which proceeds may be invested as well as any related insurance, collateral, or minimum
credit rating requirements. Although requirements may vary between debt issues, money market funds
are all required to be investment grade. Guaranteed investment contracts are required to be acceptable to
the municipal bond insurer. The fair value of investments is based on the valuation provided by trustee
banks.
C. Interest Rate Risk
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value
to changes in market interest rates. The Investment Policy of the City, Sections 4.1 and 4.2, provide
guidelines for managing risk. One of the ways that the Authority manages its exposure to interest rate risk
is by purchasing a combination of shorter term and longer term investments and by timing cash flows
from maturities so that a portion of the portfolio is maturing or coming close to maturity evenly over time
as necessary to provide the cash flow and liquidity needed for operations.
Information about the sensitivity of the fair values of the Authority’s investments (including investments
held by bond trustees) to market interest rate fluctuations is provided by the following table that shows
the distribution of the Authority’s investments by maturity:

Investment Type
State Investment Pool
Held by bond trustees:
Money market funds
Investment agreements
Total

Total
$

117,844

Remaining Maturity (in Months)
12 Months
13-24
25-60
More Than
or Less
Months
Months
60 Months
$

117,844

4,528,295
2,415,811

4,528,295
-

-

956,951

$ 1,458,860

$ 7,061,950

$ 4,646,139

-

956,951

$ 1,458,860

D. Credit Risk
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder
of the investment. This is measured by the assignment of a rating by a nationally recognized statistical
rating organization. Presented below is the minimum rating required by (where applicable) the California
Government Code, the Authority’s investment policy, or debt agreements, and the actual rating as of year
end for each investment type:
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Minimum
Legal
Rating

Investment Type

Total

State Investment Pool
Held by bond trustees:
Money market funds
Investment agreements

$ 117,844

Total

4,528,295
2,415,811

Not
Required To
Be Rated

AAA/Aaa

$ 117,844
A
N/A

$ 7,061,950

2,415,811

$ 4,528,295
-

$ 2,533,655

$ 4,528,295

E. Concentration of Credit Risk
The investment policy of the Authority contains no limitations on the amount that can be invested in any
one issuer beyond that stipulated by the California Government Code. Investments in any one issuer that
represent 5% or more of total Authority’s investments are as follows:
Issuer
Bayerische Landesbank
IXIS
Societe Generale

Investment Type
Investment Agreement
Investment Agreement
Investment Agreement

Reported Amount
$ 956,951
798,860
660,000

F. Custodial Credit Risk
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The custodial credit risk for investments is the risk
that, in the event of the failure of the counterparty (e.g., broker-dealer) to a transaction, a government will
not be able to recover the value of its investment or collateral securities that are in the possession of
another party. The California Government Code and the Authority’s investment policy do not contain
legal or policy requirements that would limit the exposure to custodial credit risk for deposits or
investments, other than the following provision for deposits: The California Government Code requires
that a financial institution secure deposits made by state or local governmental units by pledging
securities in an undivided collateral pool held by a depository regulated under state law (unless so waived
by the governmental unit). The market value of the pledged securities in the collateral pool must equal at
least 110% of the total amount deposited by the public agencies. California law also allows financial
institutions to secure Authority deposits by pledging first trust deed mortgage notes having a value of
150% of the secured public deposits.
GASB Statement No. 40 requires that the following disclosure be made with respect to custodial credit
risks relating to deposits and investments: Authority deposits with financial institutions in excess of
federal depository insurance limits were held in uncollateralized accounts held with the City of Palmdale.
As of June 30, 2011, Authority investments were held by the safekeeping department of the broker-dealer
(counterparty) used by the City of Palmdale to buy the securities.
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G. Investment in State Investment Pool
The Authority is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by
California Government Code Section 16429 under the oversight of the Treasurer of the State of California. The
fair value of the Authority’s investment in this pool is reported in the accompanying financial statements at
amounts based upon the Authority’s pro-rata share of the fair value provided by LAIF for the entire LAIF
portfolio (in relation to the amortized cost of that portfolio). The balance available for withdrawal is based on
the accounting records maintained by LAIF, which are recorded on an amortized cost basis.

H. Disclosures by Reporting Unit
Investments in any one issuer that represent 5% or more of total investments by reporting unit
(governmental activities, major fund, non-major in the aggregate, etc.) are as follows:
$2,415,811 of investments (including amounts held by bond trustees) reported in the Debt Service Fund
(a major fund of the Authority) are held in the form of guaranteed investment contracts as follows:
Issuer
Bayerische Landesbank
IXIS Funding
Societe General

Investment Type

Amount

Maturity

Investment Agreement
Investment Agreement
Investment Agreement

$ 956,951
$ 798,860
$ 660,000

07/01/2015
09/01/2029
06/25/2023

(3) Fund Balance Classification
The Governmental Fund Balances at June 30, 2011 were classified as follows:

Nonspendable:
Long-Term Loan Receivable
Restricted for:
Debt Service
Assigned
Capital Projects
Total Fund Balance

Total
Governmental
Funds

Capital
Projects
Fund

Debt
Service
Fund

$ 26,952,575

-

$ 26,952,575

6,377,665

-

6,377,665

-

653,201

653,201

$ 33,330,240

$ 653,201

$ 33,983,441
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(4) Long-Term Receivables
A. Leases Receivable
The Authority and the City of Palmdale have entered into lease agreements that obligate the City to pay
lease payments to the Authority in consideration of the City’s use and enjoyment of certain property and
improvements. The lease payment schedules, as well as the facilities subject to the leases, are more fully
described in pages 27 - 31, Note 5 A - Certificates of Participation. Lease receivable activity for the year
ended June 30, 2011, was as follows:

Lease Receivable Related to:
1999 Certificates of Participation
2002 Certificates of Participation
2004 Certificates of Participation
2007 Certificates of Participation
Total Lease Receivables

Balance at
July 1, 2010

Additions

$ 10,020,000
41,935,000
10,920,000
19,170,000

-

(315,000)
(420,000)
(560,000)
(300,000)

9,705,000
41,515,000
10,360,000
18,870,000

$ 82,045,000

-

(1,595,000)

80,450,000

Payments

Balance at
June 30, 2011

Corresponding deferred revenue is recorded on the Statement of Net Assets in the amount of $80,450,000.
B. Loans Receivable
The Authority and the Agency have entered into loan and repayment agreements whereby the Authority
has loaned the proceeds of Revenue Bond debt issuances to the Agency. The loan agreements between
the Authority and the Agency require the Agency to pay the Authority under the same terms as the bonds
were issued.
The debt service schedules, as well as the purpose for the loans, are more fully described in pages 31 - 34,
Note 5 B - Revenue Bonds Payable. Loan receivable activity for the year ended June 30, 2011, was as
follows:

Loan Receivable Related to:
1993 Revenue Bonds
1994 Revenue Bonds
1997 Revenue Bonds
2003 Revenue Bonds
2009 Revenue Bonds
Total Loan Receivables

Balance at
July 1, 2010

Additions

$ 660,000
1,012,709
4,745,000
16,190,000
6,000,000

54,866
-

(660,000)
(185,000)
(690,000)
(115,000)
(60,000)

882,575
4,055,000
16,075,000
5,940,000

$ 28,607,709

54,866

(1,650,000)

26,952,575
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(5) Long-Term Debt
A. Certificates of Participation
1999 Certificates of Participation Payable - On March 17, 1999, the Authority issued $12,310,000 of
Certificates of Participation (1999 Certificates). Interest on the 1999 Certificates is payable semiannually on March 1 and September 1 at rates ranging from 4.00% to 5.00% per annum. Principal
installments are payable September 1 of each year from 2001 to 2029.
The 1999 Certificates maturing on September 1, 2019, September 1, 2028, and September 1, 2029, are
subject to mandatory sinking fund redemption beginning on September 1 in each year on and after
September 1, 2014, September 1, 2001, and September 1, 2020, respectively, in the amount of the
principal component of scheduled lease payments required to be made by the City together with interest
accrued thereon. The 1999 Certificates maturing on or after September 1, 2001, are subject to
extraordinary mandatory redemption from net proceeds of an insurance, title insurance, condemnation or
eminent domain award on any interest payment date, in the amount of principal and accrued interest, to
the extent that the City credits these proceeds towards the prepayment of lease payments. The 1999
Certificates maturing on or after September 1, 2010, excluding the certificates maturing September 1,
2028, as discussed below, may be redeemed on or after September 1, 2009, from proceeds of optional
lease prepayments made by the City, at decreasing premiums of 2% in 2009 to 1% in 2011 and at par
thereafter. The 1999 Certificates maturing on September 1, 2028, are subject to special redemption on
any interest payment date, in the amount of principal and accrued interest, from any available moneys
credited towards the prepayment of lease payments by the City.
The proceeds of the 1999 Certificates were used to finance the construction, installation and equipping of
a new Courthouse building and a new City Hall building and to fund a reserve fund.
The 1999 Certificates represent direct, undivided fractional interests in a lease of the City Hall Site,
Administration Building, Public Works/Building and Safety Building, Central Maintenance Yard and the
Hammack Activity Center. Upon completion of construction of the City Hall and Courthouse, the City
has the right, subject to certain conditions, to substitute the City Hall and Courthouse projects for the
above properties, as the property subject to the lease.
The lease agreement requires the City to pay a semi-annual base rental on August 15 and February 15 to
the Authority for the use of the facilities through September 2029. The rentals will be used by the
Authority to pay principal and interest with respect to the 1999 Certificates as they become due. Title to
the land and facilities covered by the lease and the 1999 Certificates is vested in the Authority, for the
benefit of the 1999 Certificate holders, during the lease term.
Upon completion of the term of the lease and payment in full to the 1999 Certificate holders, title to the
property shall vest in the City. The City may, on any date, deposit sufficient funds into an irrevocable
trust to pay all remaining lease payments, at which time the lease agreement shall cease and terminate and
title to the property shall vest in the City.
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Year Ending

Principal

2012
2013
2014
2015
2016
2017-2021
2022-2026
2027-2030
Totals

$

$

Interest

Total

330,000
345,000
360,000
375,000
395,000
2,290,000
2,895,000
2,715,000

460,955
445,590
429,245
411,450
392,200
1,637,137
1,010,219
256,969

790,955
790,590
789,245
786,450
787,200
3,927,137
3,905,219
2,971,969

9,705,000

5,043,765

14,748,765

2002 Certificates of Participation Payable - On December 10, 2002, the Authority issued $43,215,000
of Certificates of Participation (2002 Certificates). Interest on the 2002 Certificates is payable semiannually on March 1 and September 1 at rates ranging from 2.00% to 5.25% per annum. Principal
installments are payable September 1 of each year from 2004 to 2032. The 2002 Certificates maturing on
September 1, 2024 and September 1, 2032, are subject to mandatory sinking fund redemption beginning
on September 1 in each year on and after September 1, 2023 and September 1, 2025, respectively, in the
amount of the principal component of scheduled lease payments required to be made by the City together
with interest accrued thereon. The 2002 Certificates maturing on or after September 1, 2004, are subject
to mandatory redemption from the net proceeds of an insurance, title insurance, condemnation or eminent
domain award on any date, in the amount of principal and accrued interest, to the extent that the City
credits these proceeds towards the prepayment of lease payments. The 2002 Certificates maturing on or
after September 1, 2013, may be redeemed on or after September 1, 2012, from proceeds of optional lease
prepayments made by the City, at decreasing premiums of 2% in 2012 to 1% in 2013 and at par
thereafter.
The proceeds of the 2002 Certificates were used to finance a portion of the development of (1) a 33-acre
eastside park site, (2) an additional 40 acres in the existing Marie Kerr 17-acre park site and (3)
approximately four miles of Avenue S, between the Antelope Valley Freeway and 40th Street East. The
2002 Certificates represent direct, undivided fractional interests in a lease of Marie Kerr Park, the
Eastside Park Site, Domenic Massari Park, Desert Sands Park, the Palmdale City Hall, the Palmdale Main
Library, the Larry Chimbole Cultural Center, and the above referenced portion of Avenue S.
The lease agreement requires the City to pay a semi-annual base rental on August 15 and February 15 to
the Authority for the facilities through September 2032. The rentals will be used by the Authority to pay
principal and interest with respect to the 2002 Certificates as they become due. Title to the land and
facilities covered by the lease and the 2002 Certificates is vested in the Authority, for the benefit of the
2002 Certificate holders, during the lease term. Upon completion of the term of the lease and payment in
full to the 2002 Certificate holders, title to the property shall vest in the City. The City may, on any date,
deposit sufficient funds into an irrevocable trust to pay all remaining lease payments, at which time the
lease agreement shall cease and terminate and title to the property shall vest in the City.
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Year Ending
2012
2013
2014
2015
2016
2017-2021
2022-2026
2027-2031
2032-2033
Totals

Principal

Interest

495,000
575,000
660,000
750,000
845,000
5,940,000
9,730,000
14,805,000
7,715,000

2,046,775
2,026,613
2,001,912
1,973,713
1,939,700
8,941,981
6,942,375
3,896,125
392,875

2,541,775
2,601,613
2,661,912
2,723,713
2,784,700
14,881,981
16,672,375
18,701,125
8,107,875

$ 41,515,000

30,162,069

71,677,069

$

Total

2004 Certificates of Participation Payable - On November 30, 2004, the Authority issued $13,455,000
of Certificates of Participation (2004 Certificates). Interest on the 2004 Certificates is payable semiannually on May 1 and November 1 at rates ranging from 2.00% to 4.625% per annum. Principal
installments are payable November 1 of each year from 2005 to 2024. The 2004 Certificates maturing on
or after November 1, 2005, are subject to mandatory redemption from the net proceeds of an insurance,
title insurance, condemnation or eminent domain award on any date, in the amount of principal and
accrued interest, to the extent that the City credits these proceeds towards the prepayment of lease
payments. The 2004 Certificates maturing on or after November 1, 2015, may be redeemed on or after
November 1, 2014, from proceeds of optional lease prepayments made by the City, at decreasing
premiums of 2% in 2015 to 1% in 2016 and at par thereafter.
The proceeds of the 2004 Certificates were used to finance new traffic signal installation projects and
finance the rehabilitation or reconstruction of various City arterial and neighborhood streets. The 2004
Certificates represent direct, undivided fractional interests in a lease of various arterial streets located in
the City as discussed above.
The lease agreement requires the City to pay a semi-annual base rental on October 15 and April 15 to the
Authority for the facilities through November 2024. The rentals will be used by the Authority to pay
principal and interest with respect to the 2004 Certificates as they become due. Title to the land and
facilities covered by the lease and the 2004 Certificates is vested in the Authority, for the benefit of the
2004 Certificate holders, during the lease term. Upon completion of the term of the lease and payment in
full to the 2004 Certificate holders, title to the property shall vest in the City. The City may, on any date,
deposit sufficient funds into an irrevocable trust to pay all remaining lease payments, at which time the
lease agreement shall cease and terminate and title to the property shall vest in the City.
Year Ending
2012
2013
2014
2015
2016
2017-2021
2022-2025
Totals

Principal

Interest

Total

575,000
595,000
615,000
635,000
660,000
3,705,000
3,575,000

412,934
394,281
373,850
351,578
327,694
1,213,903
337,138

987,934
989,281
988,850
986,578
987,694
4,918,903
3,912,138

$ 10,360,000

3,411,378

13,771,378

$
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2007 Certificates of Participation Payable ($19,960,000) - On April 12, 2007, the Authority issued
$19,960,000 of Certificates of Participation (2007 Certificates). Interest on the 2007 Certificates is
payable semi-annually on April 1 and October 1 at rates ranging from 5.705% to 6.311% per annum.
Principal installments are payable April 1 of each year from 2008 to 2037.
The 2007 Certificates maturing on April 1, 2017 and April 1, 2037, are subject to mandatory sinking
fund redemption beginning on April 1 in each year on and after April 1, 2008 and April 1, 2018,
respectively, in the amount of the principal component of scheduled lease payments required to be
made by the City together with interest accrued thereon, without premium. The 2007 Certificates
maturing on or after April 1, 2008, are subject to mandatory redemption from the net proceeds of an
insurance, title insurance, condemnation or eminent domain award on any date, in the amount of
principal and accrued interest, to the extent that the City credits these proceeds towards the redemption
of lease payments. The 2007 Certificates maturing on or after April 1, 2018, may be redeemed on or
after April 1, 2017, from proceeds of optional lease prepayments made by the City, without premium.
The 2007 Certificates are subject to extraordinary redemption, in whole, on any date upon the election
of the City to do so prior to (a) the commencement of construction of a power generating plant on the
property, or (b) the closing of a construction loan to finance a power generating plant on the property, in
the amount of principal and accrued interest, to the extent that the City credits these proceeds towards
the prepayment of lease payments, without premium. The 2007 Certificates are subject to extraordinary
redemption, in whole or in part, on any date on or after April 1, 2010, from the proceeds derived by the
City of the sale of all or a portion of the property to the extent that the City credits these proceeds
towards the prepayment of lease payments, without premium.
The proceeds of the 2007 Certificates were used to finance the acquisition of certain real property for
future use as the site of a power generating plant and for other City uses.
The 2007 Certificates represent direct, undivided fractional interests in a lease of the certain property to
be the location of a power generating plant as discussed above.
The lease agreement requires the City to pay a semi-annual base rental on September 15 and March 15
to the Authority for the use and occupancy of the property through April 2037. The rentals will be used
by the Authority to pay principal and interest with respect to the 2007 Certificates as they become due.
Title to the property covered by the lease and the 2007 Certificates is vested in the Authority, for the
benefit of the 2007 Certificate holders, during the lease term.
Upon completion of the term of the lease and payment in full to the 2007 Certificate holders, title to the
property shall vest in the City. The City may, on any date, deposit sufficient funds into an irrevocable
trust to pay all remaining lease payments, at which time the lease agreement shall cease and terminate
and title to the property shall vest in the City.
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Year Ending
2012
2013
2014
2015
2016
2017-2021
2022-2026
2027-2031
2032-2036
2037
Totals

Principal
$

Interest

Total

315,000
335,000
350,000
370,000
395,000
2,340,000
3,180,000
4,315,000
5,865,000
1,405,000

1,177,675
1,159,704
1,140,592
1,120,625
1,099,517
5,116,968
4,282,329
3,144,140
1,598,576
88,670

1,492,675
1,494,704
1,490,592
1,490,625
1,494,517
7,456,968
7,462,329
7,459,140
7,463,576
1,493,670

$ 18,870,000

19,928,796

38,798,796

B. Revenue Bonds
1993 Revenue Bonds Payable - On July 15, 1993, the Authority issued $24,276,124 of 1993 Revenue
Bonds (1993 Bonds). The proceeds of the 1993 Bonds were loaned to the Agency to finance
redevelopment activities in Project Area No. 1, to advance refund in part the Agency's obligations with
respect to the 1987 Certificate of Participation and to fully advance refund the 1977 Tax Allocation
Bonds. Additionally, proceeds of $12,502,954 with Agency funds of $1,802,522 were used to pay special
assessment debt on behalf of the 10th Street West Assessment District No. 88-1 and 7th Street West
Assessment District No. 90-2. The special assessment debt described does not constitute indebtedness of
the Authority, the Agency or the City.
The liability for the 1993 Revenue Bonds was partially in-substance defeased in May 2003 in the amount
of $19,675,000 by the Authority’s 2003 Revenue Bond. Subsequently, on July 1, 2003, these refunded
1993 Revenue Bonds were called and redeemed at a premium of $383,000.
The remaining 1993 Bonds maturing on July 1, 2008, 2009 and 2010 in the initial aggregate principal
amount of $806,124 constitute capital appreciation bonds that are not subject to optional redemption prior
to their respective stated maturities. Interest on the Capital Appreciation Bonds compounds on January 1
and July 1, commencing January 1, 1994 and the principal and accreted value on the Capital Appreciation
Bonds is payable at maturity or upon earlier redemption.
The loan agreement between the Authority and Agency requires the Agency to pay the Authority under
the same terms as the 1993 Bonds were issued. The Agency will use incremental property tax generated
in Project Area No. 1 to repay the Authority which will, in turn, pay principal and interest with respect to
the 1993 Bonds as they become due. Principal only paid for the current year was $660,000 and the 1993
Bonds have now been paid in full.
1994 Revenue Bonds Payable - On June 29, 1994, the Authority issued $44,999,493 of 1994 Revenue
Bonds (1994 Bonds). The proceeds of the 1994 Bonds were loaned to the Agency to finance
redevelopment activities in Project Area No. 2A and to fully advance refund the 1985 Tax Allocation
Bonds and the 1989 Revenue Bonds. Interest on the 1994 Bonds is payable semi-annually on March 1
and September 1 at rates ranging from 4.80% to 6.40% per annum. Principal installments are payable on
September 1 of each year from 2000 to 2034.
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The liability for the 1994 Revenue Bonds was partially in-substance defeased in June 2004 in the amount
of $17,230,000 by the Community Redevelopment Agency’s 2004 Tax Allocation Bonds. Subsequently,
on September 1, 2004, these refunded 1994 Revenue Bonds were called and redeemed at a premium of
$340,300.
The remaining 1994 Bonds maturing on September 1, 2007 through 2015 in the initial aggregate principal
amount of $1,469,493 constitute capital appreciation bonds that are not subject to optional redemption
prior to their respective stated maturities. Interest on the Capital Appreciation Bonds compounds on
March 1 and September 1, commencing March 1, 1995 and the principal and accreted value on the
Capital Appreciation Bonds is payable at maturity or upon earlier redemption.
The loan agreement between the Authority and Agency requires the Agency to pay the Authority under
the same terms as the 1994 Bonds were issued. The Agency will use sales tax and incremental property
tax generated in Project Area No. 2A to repay the Authority which will, in turn, pay principal and interest
with respect to the 1994 Bonds as they become due.
Year Ending June 30:

Principal

Interest

Total

2012
2013
2014
2015
2016

$

188,127
181,539
179,270
168,229
165,410

-

188,127
181,539
179,270
168,229
165,410

Totals

$

882,575

-

882,575

1997 Revenue Bonds Payable - On May 28, 1997, the Authority issued $10,890,000 of 1997 Revenue
Bonds, Series A (1997 Series A Bonds). The proceeds were loaned to the Agency to refinance the 1987
Refunding Certificates of Participation. Interest on the 1997 Series A Bonds is payable semi-annually on
January 1, and July 1 at rates ranging from 4.00% to 5.60% per annum. Principal installments are payable
July 1 of each year from 1998 through 2015.
The 1997 Series A Term Bonds maturing on July 1, 2012 and July 1, 2015, are subject to mandatory
sinking fund redemption beginning July 1, 2011 and July 1, 2013, respectively, in the amount of
principal. The 1997 Series A Bonds maturing on or after July 1, 2008, may be redeemed on or after
July 1, 2007, at decreasing premiums of 2.00% in 2007 to 1.00% in 2008, and at par thereafter.
Repayment agreements between the Authority and the Agency require the Agency to pay the Authority
under the same terms as the 1997 Series A Bonds were issued. The Agency will use incremental property
tax and sales tax generated in Project Area No. 2A, but reserves the option under the repayment
agreement to use incremental property tax generated in Project Area No. 1, to repay the Authority, which
will in turn pay principal and interest with respect to the 1997 Series A Bonds as they become due.
Year Ending June 30:

Principal

Interest

Total

2012
2013
2014
2015
2016

$

730,000
765,000
805,000
850,000
905,000

204,098
163,919
120,820
74,480
25,340

934,098
928,919
925,820
924,480
930,340

Totals

$ 4,055,000

588,657

4,643,657

32

CITY OF PALMDALE CIVIC AUTHORITY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
2003 Revenue Bonds Payable - On May 13, 2003, the Authority issued $19,220,000 of 2003 Revenue
Bonds, Series A (2003 Series A Bonds). The proceeds were loaned to the Agency to advance refund a
portion of the 1993 Revenue Bonds. Interest on the 2003 Series A Bonds is payable semi-annually on
January 1, and July 1 at rates ranging from 2.00% to 5.00% per annum. Principal installments are payable
July 1 of each year from 2004 through 2025.
The 2003 Series A Bonds maturing on or after July 1, 2014, may be redeemed on or after July 1, 2013, in
the amount of principal and accrued interest. The 2003 Series A Bonds maturing on July 1, 2025, are
subject to mandatory sinking fund redemption on July1, 2023, and on July 1 in each year thereafter to and
including July 1, 2025, in the amount on principal and accrued interest. Repayment agreements between
the Authority and the Agency require the Agency to pay the Authority under the same terms as the 2003
Series A Bonds were issued.
The Agency will use incremental property tax generated in Project Area No. 1 to repay the Authority,
which will in turn pay principal and interest with respect to the 2003 Series A Bonds as they become due.
Year Ending June 30:

2012
2013
2014
2015
2016
2017-2021
2022-2026
Totals

Principal

$

Interest

Total

780,000
810,000
845,000
875,000
910,000
5,220,000
6,635,000

737,638
705,837
672,737
638,338
602,637
2,331,094
61,875

1,517,638
1,515,837
1,517,737
1,513,338
1,512,637
7,551,094
7,496,875

$ 16,075,000

6,550,156

22,625,156

2009 Revenue Bonds Payable ($6,380,000) - On June 5, 2009, the Authority issued $6,380,000 of
2009 Revenue Bonds, Series A (2009 Series A Bonds). Interest on the 2009 Series A Bonds is payable
semi-annually on January 1 and July 1 at rates ranging from 3.625% to 6.00% per annum. Principal
installments are payable July 1 of each year from 2010 through 2027.
The 2009 Series A Bonds maturing on or after July 1, 2020, may be redeemed on or after July 1, 2019,
in the amount of principal and accrued interest. The 2009 Series A Term Bonds maturing on July 1,
2027, are subject to mandatory sinking fund redemption on July 1, 2021, and on July 1 in each year
thereafter to and including July 1, 2027, in the amount of principal and accrued interest.
The proceeds of the 2009 Series A Bonds were loaned to the Agency to advance refund the 2003 Bond
Anticipation Notes. Repayment agreements between the Authority and the Agency require the Agency
to pay the Authority under the terms of the Second Supplement to Loan Agreement No. A-2501. The
Agency has pledged incremental property tax generated in Project Area No. 1 to repay the Authority,
which will in turn, pay principal and interest with respect to the 2009 Series A Bonds as they become
due.
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Year Ending
2012
2013
2014
2015
2016
2017-2021
2022-2026
2027-2028
Totals

Principal

Interest

$

125,000
130,000
135,000
140,000
150,000
830,000
1,095,000
3,685,000
$ 6,290,000

354,770
349,289
344,317
338,726
332,376
1,547,032
1,275,750
224,250
4,766,510

Total
479,770
479,289
479,317
478,726
482,376
2,377,032
2,370,750
3,909,250
11,056,510

D. Changes in Long-Term Liabilities
Long-term liability activity for the year ended June 30, 2011, was as follows:
Principal
Balance at
July 1, 2010
1999 Certificates of Participation
2002 Certificates of Participation
2004 Certificates of Participation
2007 Certificates of Participation
1993 Revenue Bonds
1994 Revenue Bonds
1997 Revenue Bonds
2003 Revenue Bonds
2009 Revenue Bonds
Less Deferred Loss on Refinancing
Plus Deferred Issuance Premiums
Total

$ 10,020,000
41,935,000
10,920,000
19,170,000
660,000
1,012,709
4,745,000
16,190,000
6,380,000
(571,731)
531,321
$ 110,992,299

Additions
$

$

Retirements

Principal
Balance at
June 30,2011

Amounts
Due Within
One Year

54,866
-

$ (315,000)
(420,000)
(560,000)
(300,000)
(660,000)
(185,000)
(690,000)
(115,000)
(90,000)
43,980
(61,073)

$

9,705,000
41,515,000
10,360,000
18,870,000
882,575
4,055,000
16,075,000
6,290,000
(527,751)
470,248

$ 330,000
495,000
575,000
315,000
188,127
730,000
780,000
125,000
(43,979)
57,615

54,866

$ (3,352,093)

$ 107,695,072

$ 3,551,763

(6) Contingency/Subsequent Events
A. Community Redevelopment Agency
As described in Notes 4 and 5, the Authority and the Palmdale Redevelopment Agency (Agency) have
entered into several repayment agreements whereby the Authority has loaned the proceeds of Revenue
Bond debt issuances to the Agency. The loan agreements between the Authority and the Agency
require the Agency to pay the Authority under the same terms as the bonds were issued.
The California State Legislature passed two Assembly Bills, the first, AB X1 26, provided for the
dissolution of redevelopment agencies, and the second, AB X1 27, provided a mechanism for the
continuance of redevelopment agencies. On December 29, 2011 the California Supreme Court upheld
that Assembly Bill X1 26, which dissolves redevelopment agencies, was constitutional and determined
that AB X1 27 was unconstitutional. As of February 1, 2012, the Agency will dissolve and their assets
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and functions will transfer to a successor agency. On January 4, 2012, the City of Palmdale Council
adopted a resolution designating the City of Palmdale as successor agency under Part 1.85 of the Health
and Safety Code and will over see the enforceable contractual obligations of the Agency.
As the successor agency, the City of Palmdale, is required to establish a Redevelopment Obligation
Retirement Fund which is intended as the repository for property taxes received from the County
Auditor-Controller to pay enforceable obligations as set forth in the Enforceable Obligation Payment
Schedule (EOPS). The EOPS is subject to approval and certification or, when effective, the
Recognized Obligation Payment Schedule (ROPS). The EPOS includes the debt schedule of repayment
for agreements that the Authority and the Agency have entered into for the life of the obligation. The
Successor Agency is required to pay from future tax increment collected to the Authority under the
same terms as the bonds were issued. See Note 4 B for further detail on the loans. The nature and
extent of the Successor Agency’s actions are subject to the details of Assembly Bill X1 26.
This action causes substantial doubt regarding the Palmdale Redevelopment Agency’s ability to
continue as a going concern. Although the full impact of complying with Assembly Bill AB X1 26 is
uncertain, Management believes that there will be no significant impact on the Authority.
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