RANCHO MURIETA COMMUNITY SERVICES DISTRICT
15160 Jackson Road, Rancho Murieta, CA 95683
Office ‐ 916‐354‐3700 * Fax ‐ 916‐354‐2082

FINANCE COMMITTEE
Regular Meeting
August 1, 2017 at 9:30 a.m.
All persons present at District meetings will place their cellular devices in silent and/or vibrate mode (no ringing of any kind). During
meetings, these devices will be used only for emergency purposes and, if used, the party called/calling will exit the meeting room for
conversation. Other electronic and internet enabled devices are to be used in the “silent” mode. Under no circumstances will
recording devices or problems associated with them be permitted to interrupt or delay District meetings.

AGENDA
1. Call to Order
2. Comments from the Public
3.

Resolutions
Resolution R2017‐08, Delinquent Charges/Taxes
Resolution R2017‐09, Community Facilities District No. 2014‐1 Annual Special Tax Levies
Resolution R2017‐10 Authorizing Sale of District Surplus Equipment

4. Review District Policy P2017‐03, Debt Management
5. Discuss Payment of the Capital Improvement and Water Augmentation Fees Report
6. Directors & Staff Comments/Suggestions [no action]
7. Adjournment

In accordance with California Government Code Section 54957.5, any writing or document that is a public record, relates to an
open session agenda item and is distributed less than 72 hours prior to a regular meeting will be made available for public
inspection in the District offices during normal business hours. If, however, the document is not distributed until the regular
meeting to which it relates, then the document or writing will be made available to the public at the location of the meeting.
Note: This agenda is posted pursuant to the provisions of the Government Code commencing at Section 54950. The date of this
posting is July 28, 2017. Posting locations are: 1) District Office; 2) Rancho Murieta Post Office; 3) Rancho Murieta Association; 4)
Murieta Village Association.
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MEMORANDUM
Date:

July 25, 2017

To:

Finance Committee

From:

Edward R. Crouse, Interim General Manager

Subject:
Consider Adoption of Resolution 2017‐10, Authorizing Sale of District Surplus Equipment
_________________________________________________________________________________________
RECOMMENDED ACTION
Adopt Resolution 2017‐10 authorizing the sale of District surplus equipment, a 2010 Ford Explorer, Vehicle
#517 and a 2010 Ford Escape, vehicle #519.
BACKGROUND
The 2010 Ford Escape patrol vehicle and the 2010 Ford Explorer were replaced in 2016 but the vehicles were
not surplused. Adopting the Resolution and declaring these vehicles surplus will allow the District to trade‐in,
sell, or salvage the vehicles.
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RESOLUTION # 2017-10
A RESOLUTION OF THE BOARD OF DIRECTORS OF
THE RANCHO MURIETA COMMUNITY SERVICES DISTRICT
AUTHORIZING SALE OF DISTRICT SURPLUS EQUIPMENT
WHEREAS, in the past, the Rancho Murieta Community Services District has purchased
equipment to be used in the provision of water, sewer, drainage, solid waste, and security
services to the community of Rancho Murieta; and
WHEREAS, the equipment listed below has become obsolete and its useful life has been
consumed:
No.

Description

1
1

2010 Ford Escape (vehicle #519)
2010 Ford Explorer (vehicle #517)

NOW, THEREFORE, BE IT RESOLVED that the Board of Directors of Rancho Murieta
Community Services District declares this equipment surplus to the needs of the District
and no longer necessary for the District’s uses. The Board authorizes the General
Manager to sell the equipment for fair value with procedures, terms and conditions that
she finds appropriate or, if the General Manager determines that any equipment has no
substantial value, to dispose of the equipment.

PASSED AND ADOPTED this 16 day of August, 2017, by the following roll call vote:
Ayes:
Noes:
Absent:
Abstain:
___________________________________
Mark Pecotich, President of the Board
Rancho Murieta Community Services District

[SEAL]

Attest:

___________________________________
Suzanne Lindenfeld, District Secretary
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MEMORANDUM
Date:

July 24, 2017

To:

Finance Committee

From:

Edward R. Crouse, Interim General Manager

Subject:

District Policy P2017‐03, Debt Management

RECOMMENDED ACTION
To adopt District Policy P2017‐03, Debt Management.
DISCUSSION
The State adopted Senate Bill 1029 (SB 1029) which became effective on January 1, 2017. This Bill amended
California Government Code 8855 by adding certain requirements related to the issuance and administration
of debt by local agencies, including requiring the adoption of a debt management policy that meets the
requirements of California Government Code 8855. The attached draft policy meets these requirements.
The policy reflects legal counsel review.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT
Category:

Finance

Title:

Debt Management

Policy # P2017-03

PURPOSE
This policy sets forth guidelines concerning the District’s issuance of debt and use of debt instruments in
compliance with Government Code Section 8855(i). This policy shall govern all debt undertaken by the
District.
The purpose of this policy is to establish parameters for issuing debt; provide guidance to decision
makers with respect to all options available to finance infrastructure, capital projects and other financing
needs so that the most prudent, equitable and cost-effective method of financing can be chosen;
document the objectives to be achieved by District staff both prior to issuance and subsequent to
issuance; promote objectivity in the decision-making process; and facilitate various financing processes
by establishing important policy decisions in advance.

BASIC POLICY AND GUIDELINES
The District hereby recognizes that a fiscally prudent debt policy is required in order to:


Maintain the District’s sound financial position.



Ensure the District has the flexibility to respond to changes in future service
priorities, revenue levels, and operating expenses.



Protect the District’s credit-worthiness.



Ensure that all debt is structured in order to protect both current and future
taxpayers, ratepayers and constituents of the District.



Ensure that the District’s debt is consistent with the District’s planning goals and
objectives and capital improvement program or budget, as applicable.

The District will adhere to the following legal requirements for the issuance of public debt:


The state law which authorizes the issuance of debt;



The federal and state laws which govern the eligibility of the debt for tax-exempt
status



The federal and state laws which govern the issuance of taxable debt; and



The federal and state laws which govern the disclosure, sale, and trading of the
debt.

1. Purposes for Which Debt May Be Issued
a. Long-Term Debt. Long-term debt may be issued to finance the construction, acquisition, and
rehabilitation of capital improvements and facilities, equipment and land to be owned and
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operated by the District. Long-term debt financings will not generally be considered
appropriate for current operating expenses and routine maintenance expenses. Long-term
debt financings are appropriate when the following conditions exist:


When the project to be financed is necessary to provide basic services.



When the project to be financed will provide benefit to constituents over multiple
years.



When total debt does not constitute an unreasonable burden to the District and its
taxpayers and/or ratepayers, as applicable.



When the debt is used to refinance outstanding debt in order to produce debt
service savings or to realize the benefits of a debt restructuring.

b. The District may use long-term debt financings subject to the following conditions:


The project to be financed must be approved by the District Board.



The weighted average maturity of the debt (or the portion of the debt allocated to the
project) will not exceed the average useful life of the project to be financed by more
than 20%.



The District estimates that sufficient revenues will be available to service the debt
through its maturity.



The District determines that the issuance of the debt will comply with the applicable
state and federal law.

c. Short-term debt. Short-term debt may be issued to provide financing for the District’s operational
cash flows in order to maintain a steady and even cash flow balance. Short-term debt may also
be used to finance short-lived capital projects; for example, the District may undertake leasepurchase financing for equipment.
d. Financings on Behalf of Other Entities. The District may also find it beneficial to issue debt on
behalf of other governmental agencies or private third parties in order to further the public
purposes of District. In such cases, the District shall take reasonable steps to confirm the financial
feasibility of the project to be financed and the financial solvency of any borrower and that the
issuance of such debt is consistent with the policies set forth herein.
e. Limitations on Use of Debt Financing. The District shall not finance construction of a facility
if it is unable to adequately provide for the subsequent annual operation and maintenance
costs of the facility throughout its expected life. Capital projects financed through debt
issuance shall not be financed for a term longer than the expected useful life of the project.
2. Types of Debt and Financing Criteria
The District may issue any type of debt legally available to it.
Each debt issuance shall be evaluated on an individual basis, overall financing objectives, and current market
conditions. Prior to the issuance of new debt, the District shall consider and review the latest credit rating
agency reports and guidelines to ensure that the District’s credit ratings and financial flexibility remain at levels
consistent with the most highly rated comparable public agencies.
Credit Enhancement. The District shall consider the use of credit enhancement on a case-by-case basis.
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Only when clearly demonstrable savings can be realized shall credit enhancement be utilized.
Cash-Funded Reserve v. Surety. If the issuance of debt requires a cash-funded debt service reserve fund,
then the District may purchase a surety policy or replace an existing cash-funded debt service reserve fund
when deemed prudent and advantageous. The District may permit the use of guaranteed investment
agreements for the investment of reserve funds pledged to the repayment of any of the District’s debt when it
is approved by the District Board.
Call Provisions. In general, the District’s securities should include optional call provisions. The District shall
avoid the sale of non-callable, long-term fixed rate bonds, absent careful evaluation of the value of the call
option.
Additional Bonds Test/Rate Covenants. The amount and timing of debt shall be planned to comply with the
additional bonds test and rate covenants outlined in the appropriate legal and financing documents and this
policy.
Investment of Bond Proceeds. Bond proceeds shall be invested in accordance with the permitted
investment language outlined in the bond documents for each transaction, unless further restricted or limited in
the District’s investment policy. The District shall seek to maximize investment earnings within the investment
parameters set forth in the respective bond financing documentation. The reinvestment of bond proceeds will
be incorporated into the evaluation of each financing decision, specifically addressing arbitrage/rebate
position, and evaluating alternative debt structures and refunding savings on a “net” debt service basis, where
appropriate.
3. Refinancing Outstanding Debt
The General Manager, in consultation with the District’s financial advisor and bond counsel, shall have the
responsibility of evaluating potential refunding opportunities. The District shall consider the following issues
when analyzing potential refinancing opportunities:


Debt Service Ratings. The District shall establish a target savings level equal to three
percent (3%) of the par of debt refunded on a net present value (NPV) basis. This figure will
serve only as a guideline and the District may determine that a different savings target is
appropriate. The District shall evaluate each refunding opportunity on a case-by-case basis.



Remaining time to maturity



Size of the issue;



Current interest rate environment;



Annual cash flow savings;



The value of the call option; and



Other factors approved by the District Board.

The decision to take all savings upfront or on a deferred basis must be explicitly approved by the District
Board.
Restructuring. The District may seek to refinance a bond issue on a non-economic basis, in order to
restructure debt, to mitigate irregular debt service payments, accommodate revenue shortfalls, release reserve
funds, or comply with and/or eliminate rate/bond covenants.
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Term/Final Maturity. The District may consider the extension of the final maturity of the refunding bonds in
order to achieve a necessary outcome, provided that such extension is legal. The term of the bonds should
not extend beyond the reasonably expected useful life of the asset being financed. The District may also
consider shortening the final maturity of the bonds. The remaining useful life of the assets and the concept of
inter-generational equity will guide these decisions.
Economic vs. Legal Defeasance. When evaluating an economic versus legal defeasance, the District shall
take into consideration both the financial impact on a NPV basis as well as the rating/credit impact. The District
shall take all necessary steps to optimize the yield on its refunding escrows investments and avoid negative
arbitrage.
4. Relationship of Debt to Capital Improvement Program and Budget
a. The District intends to issue debt for the purposes stated in this Debt Policy and to implement
policy decisions incorporated in the District’s capital budget and the capital improvement plan.
b. The District shall strive to fund the upkeep and maintenance of its infrastructure and facilities due
to normal wear and tear through the expenditure of available operating revenues. The District
shall seek to avoid the use of debt to fund infrastructure and facilities improvements that are the
result of normal wear and tear.
c. The District shall integrate its debt issuances with the goals of its capital improvement program by
timing the issuance of debt to ensure that projects are available when needed in furtherance of the
District’s public purposes.
d. The District shall seek to avoid the use of debt to fund infrastructure and facilities improvements in
circumstances when the sole purpose of such debt financing is to reduce annual budgetary
expenditures.
e. The District shall seek to issue debt in a timely manner to avoid having to make unplanned
expenditures for capital improvements or equipment from its general fund.
5. Policy Goals Related to Planning Goals and Objectives
a. The District is committed to long-term financial planning, maintaining appropriate reserves levels
and employing prudent practices in governance, management and budget administration. The
District intends to issue debt for the purposes stated in this Debt Policy and to implement policy
decisions incorporated in the District’s annual operations budget.
b. It is a policy goal of the District to protect taxpayers, ratepayers (if applicable) and constituents by
utilizing conservative financing methods and techniques so as to obtain the highest practical credit
ratings (if applicable) and the lowest practical borrowing costs.
c. The District will comply with applicable state and federal law as it pertains to the maximum term of
debt and the procedures for levying and imposing any related taxes, assessments, rates and
charges.
6. Internal Control Procedures
a. When issuing debt, in addition to complying with the terms of this Debt Policy, the District shall
comply with any other applicable policies regarding initial bond disclosure, continuing disclosure,
post-issuance compliance, and investment of bond proceeds. Without limiting the foregoing, the
District will periodically review the requirements of and will remain in compliance with the following:


Any continuing disclosure undertakings entered into by the District in accordance
with SEC Rule 15c2-12.
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Any federal tax compliance requirements, including, without limitation, arbitrage and
rebate compliance.



The District’s investment policies as they relate to the use and investment of bond
proceeds.

b. Proceeds of debt will be held either (a) by a third-party trustee or fiscal agent, which will disburse
such proceeds to or upon the order of the District upon the submission of one or more written
requisitions by the Finance Director of the District (or his or her written designee), or (b) by the
District, to be held and accounted for in a separate fund or account, the expenditure of which will
be carefully documented by the District.
7. Policy Requirements
This Debt Policy shall be reviewed periodically and updated as needed.
Section 2(i)(2) of Government Code section 8855 states that in the case of an issue of bonds the proceeds of
which will be used by a government entity other than the issuer, the issuer may rely upon a certification by that
other entity that it has adopted the policies required by that section. The District shall rely upon the debt
management policies adopted by such other government entities and upon their implementation of
appropriate internal controls.

Approved by Rancho Murieta Community Services District’s
Board of Directors
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