RESOLUTION NO. 23-18
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PLEASANT HILL
APPROVING AND ENACTING THE CITY OF PLEASANT HILL DEBT MANAGEMENT
POLICY
WHEREAS, prior to issuing debt to finance the construction of the new library or for some
other purpose, the City is required to adopt a debt management policy; and
WHEREAS , State law and best practices require that the debt management policy address
certain topics; and
WHEREAS, City staff expects that it will be necessary to issue debt to finance the
construction of the new library; and
WHEREAS, City staff collaborated with PFM Financial Advisors LLC, the City ' s
financial advisor, and sought direction from the Budget Committee in drafting a debt management
policy; and
WHEREAS , the Budget Committee approved the draft City of Pleasant Hill Debt
Management Policy attached to this resolution as Exhibit 1;
NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Pleasant Hill
that the City of Pleasant Hill Debt Management Policy attached as Exhibit 1 is hereby approved
and enacted effective immediately.
ADOPTED by the City Council of the City of Pleasant Hill at a regular meeting of the City
Council held on the 2!51 day of May, 2018, by the following vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

Carlson, Harris, Noack, Rinn, Flaherty
None
None
None

A~
CAROL W. WU, City Clerk

Exhibit 1

CITY OF PLEASANT HILL
DEBT MANAGEMENT POLICY
DRAFT 5/3/18
INTRODUCTION

This Debt Management Policy ("Policy" or "Debt Policy"} of the City of Pleasant Hill has been
designed in accordance with guidelines of the Government Finance Officers Association (GFOA}
and with California Government Code Section 8855(i}. The Policy establishes comprehensive
guidelines for the issuance and management of debt.
PURPOSE AND APPLICABILITY

The purpose of the Policy is to support the City's achievement of its goals, financial sustainability,
and cost-effective access to capital markets through the appropriate use of debt.
When used in this Policy, "debt" refers to all forms of indebtedness and financing lease
obligations.
This policy is applicable to all entities for which the City Council acts as legislative body, and the
term "City" shall refer to each of such entities.
The City shall issue debt and use proceeds in a manner that is consistent with then-applicable
City ordinances, State and federal laws, and any other legal requirements with respect to such
debt.
PURPOSES FOR WHICH DEBT MAY BE USED

Debt shall only be used for the following purposes:
•
•
•
•

To finance capital improvement projects, including the acquisition, construction, major
repair, or enhancement of City facilities and infrastructure;
To finance the purchase of vehicles and equipment;
To refinance previously-issued debt; or
To finance other large and extraordinary costs if determined appropriate by the City
Council such as new regulatory requirements or legal judgments or settlements.

FACTORS TO BE CONSIDERED IN DETERMING WHETHER TO USE DEBT FINANCING

The City typically funds its obligations, particularly operating expenditures, on a pay-as-you go
basis. The City has also historically funded many capital improvements on a pay-as-you go basis.
The City will use the following criteria to evaluate whether a particular potential use of debt
financing would be acceptable :
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•
•
•
•

Debt proceeds will be used for one-time purposes and for long-lived investments;
Market conditions for issuing debt are favorable;
Future revenues are forecasted to be sufficient to repay debt without compromising the
City's financial stability; and
Additional debt will not significantly negatively affect the City's credit rating.

TYPES OF DEBT THAT CAN BE USED

The following types of debt are allowable under this Policy:
•
•
•
•
•
•

General obligation bonds;
Lease financings such as lease-revenue bonds, certificates of participation (COPs), and
lease-purchase transactions;
Bond, grant, or tax revenue anticipation notes;
Other revenue bonds and certificates of participation;
Refunding bonds; and
Bank loans.

STRUCTURE AND TERMS OF DEBT FINANCING

Debt Affordability
The City will not undertake debt financing if the financing will result in the City's general
obligation debt ratio exceeding the maximum allowed under State law (15% of the City's net
assessed value, Government Code §43406).
Maturity
The City will structure its debt issues so that the maturity of the debt does not exceed the
economic or useful life of the project that is financed, in compliance with federal tax law.
Debt Service Pattern
The City shall use a level payment debt service pattern unless a specific determination is made
that an accelerated payment pattern is fiscally prudent and preferable. The City shall not use a
back-loaded debt service pattern.
Variable Rate Debt
The City shall only issue fixed rate debt unless the City makes a specific determination as to why
a variable rate issue would be beneficial and prudent.
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Redemption Features
The City may use a call option if it is determined to be prudent regarding a specific financing.
Capitalized Interest
It shall be generally acceptable to the City to use capitalized interest solely during the
construction period of a revenue-producing project.
Investment Grade Bonds
The City shall only issue bonds if they are Investment Grade.
OTHER ISSUES

Derivatives
The City shall not make use of derivatives.
Credit Rating
The City shall seek credit rating for debt issues when appropriate and will seek the best credit
rating possible consistent with the needs of the financing.
Credit Enhancements
The City may use credit enhancement tools, such as a bank letter of credit, bond i~surance, or a
surety policy, if their use would reduce the total cost of borrowing.
Method of Sale
The City's preferred method of sale is by competitive bid. However, negotiated sale may be
considered on a case-by-case basis.
Source of Funding
The City shall identify the specific source of funding that will be used to repay any potential debt
before the debt is issued, and confirm through long-term forecasting that the obligation to repay
the debt will not create financial distress for the City.
Consideration of Debt in Long-Term Financial Plan and Capital Improvement Plan (CIP)
The City shall consider the potential use of debt financing in developing its budget, long-term
financial plan, and Capital Improvement Plan . In doing so, the City shall assess its capacity to take
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on debt and make debt service payments in the long run . The City is committed to long-term
financial planning, maintaining appropriate reserves levels and employing prudent practices in
management and budget administration .
Use of Proceeds for Operations
The proceeds of the debt shall not be used for ongoing City expenditures and operations.
DEBT MANAGEMENT PROCESS

Investment of Debt Proceeds
The City's Investment Policy, bond indentures, and applicable State and federal law will govern
the objectives and criteria for investment of bond proceeds.
Internal Controls for Debt Proceeds
All proposed City debt to be issued must be submitted to and approved by City Council. The use
of debt proceeds will be safeguarded by the City's normal financial controls .
Compliance Practices
The City shall issue debt and use proceeds in a manner that is consistent with the then-applicable
City ordinances, State and federal laws, and any other legal requirements with respect to such
debt. When issuing debt, the City shall comply with any applicable covenants or policies regarding
initial bond disclosure, continuing disclosure, post-issuance compliance, and investment of bond
proceeds.
Annual Reporting to the California Debt and Investment Advisory Commission (CDIAC)
The City shall submit an annual report to the California Debt and Investment Advisory
Commission (CDIAC} consisting of the information required by Government Code Section
8855(k).
POLICY REVIEW

This Policy shall be reviewed by the City Council periodically to ensure its consistency with current
law and financial and economic trends.
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CITY COUNCIL STAFF REPORT
Meeting Date: May 21, 2018

TO:

THE HONORABLE MAYOR AND CITY COUNCILMEMBERS

SUBJECT:

ADOPT RESOLUTION NO. ___-18 APPROVING AND ENACTING THE
PROPOSED CITY OF PLEASANT HILL DEBT MANAGEMENT
POLICY

SYNOPSIS
Prior to issuing debt to finance the construction of the new library or for some other purpose, the
City is required to adopt a debt management policy. State law and best practices require that the
debt management policy address certain topics (e.g., allowable uses of debt, allowable types of
debt, etc.). City staff is recommending the adoption of the attached resolution approving and
enacting the proposed City of Pleasant Hill Debt Management Policy.
DISCUSSION
Background
In order to issue debt, municipalities are required to adopt a debt management policy. A policy
must address certain topics such as allowable uses of debt and allowable types of debt. The City
has discretion regarding whether to address other topics in its debt management policy, such as
bond redemption features, use of capitalized interest, and use of credit enhancements.
Analysis
At its meeting of January 10, 2018, the Budget Committee was presented with information on best
practices and legal requirements for debt management policies, including from the City’s financial
advisor, PFM Financial Advisors LLC. PFM also presented a report on New Legislation Affecting
Reporting Requirements for Future Debt Issues by California Agencies. The Budget Committee
discussed options and provided direction to City staff on drafting a policy.
The proposed City of Pleasant Hill Debt Management Policy (Exhibit 1 to the attached resolution)
is based on best practices and legal requirements; input from PFM Financial Advisors LLC and the
City Treasurer; and direction from the Budget Committee provided at its meetings of January 10,
2018 and February 28, 2018. The Budget Committee approved the proposed debt management
policy, which is now being presented to City Council for consideration, at its meeting of May 9,
2018.

FISCAL IMPACT
Adoption of the Debt Management Policy does not itself have any fiscal impact.
PUBLIC CONTACT
Public Contact was made through posting of the City Council agenda on the City’s official notice
bulletin board, in the City Clerk’s office, at the Pleasant Hill Library, and at the Pleasant Hill
Police Department. The agenda and staff report are posted on the City’s web page and are
available in the City Clerk’s Office.
RECOMMENDED CITY COUNCIL ACTION
Adopt a resolution approving and enacting the proposed City of Pleasant Hill Debt Management
Policy.
ALTERNATIVES TO RECOMMENDED ACTION
Do not adopt the resolution and provide direction to staff.
ATTACHMENT(S):
Proposed Resolution
Exhibit 1 - City Pleasant Hill Debt Management Policy Draft 5/3/18
Memorandum of February 23, 2018 to the Budget Committee on Debt Management
Policy
Prepared by:

Andrew Murray, Assistant City Manager

Reviewed by: June Catalano, City Manager
Approved by: June Catalano, City Manager

MEMORANDUM
TO:

Mayor Timothy M. Flaherty, Budget Committee Chair
Councilmember Sue Noack, Budget Committee Member

FROM:

Mary Mc Carthy, Finance Manager
Andrew Murray, Assistant City Manager

DATE:

February 23, 2018

SUBJECT:

Debt Management Policy

Prior to issuing debt for the library, the City is required to adopt a debt management policy. State
law and best practices require that the debt management policy address certain topics (allowable
uses of debt, allowable types of debt, etc.). The City has discretion regarding whether to address
other topics in its debt management policy, such as bond redemption features, use of capitalized
interest, and use of credit enhancements.
At the Budget Committee meeting of January 10, 2018, City staff presented a memorandum
containing background information on best practices and legal requirements (attached). The
Budget Committee then discussed options regarding the content of a debt management policy and
provided direction to City staff on drafting a policy. The City’s financial advisor, PFM Financial
Advisors LLC, attended the meeting and provided advice on the content. They also presented the
PFM special report on New Legislation Affecting Reporting Requirement for Future Debt Issues
by California Agencies (attached).
City staff has created the attached draft debt management policy based on best practices and legal
requirements; direction from the Budget Committee provided at its meeting of January 10, 2018;
feedback from PFM Financial Advisors LLC; and feedback from the City Treasurer. City staff
requests the Budget Committee’s review and direction regarding the policy.
Attachments




Memorandum of January 3, 2018 to the Budget Committee on Discussion of Options for
Debt Management Policy
PFM Special Report on New Legislation Affecting Reporting Requirement for Future
Debt Issues by California Agencies
City of Pleasant Hill Debt Management Policy – Draft 2/22/18

100 Gregory Lane, Pleasant Hill, CA 94523-3323 – (925) 671-5270
www.pleasanthillca.org

MEMORANDUM
TO:

Mayor Timothy M. Flaherty, Budget Committee Chair
Councilmember Sue Noack, Budget Committee Member

FROM:

Andrew Murray, Assistant City Manager
Mary McCarthy, Finance Manager

DATE:

January 3, 2018

SUBJECT:

Discussion of Options for Debt Management Policy

Prior to issuing debt for the library, the City is required to adopt a debt management policy. State
law and best practices require certain topics be addressed (allowable uses of debt, allowable types
of debt, etc.). The city has discretion regarding whether to address other topics such as bond
redemption features, use of capitalized interest, and use of credit enhancements. The following
documents are attached to provide background in preparation for the discussion:





Government Finance Officers Association (GFOA) Best Practices Debt Management Policy
GFOA’s Financial Policy for Debt
City’s Investment Policy

The City’s financial advisor, PFM Financial Advisors LLC, will be present to facilitate the
discussion.

100 Gregory Lane, Pleasant Hill, CA 94523-3323 – (925) 671-5270
www.pleasanthillca.org
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BEST PRACTICE
Debt Management Policy
BACKGROUND:
Debt management policies are written guidelines, allowances, and restrictions that guide the debt
issuance practices of state or local governments, including the issuance process, management of a
debt portfolio, and adherence to various laws and regulations. A debt management policy should
improve the quality of decisions, articulate policy goals, provide guidelines for the structure of debt
issuance, and demonstrate a commitment to long-term capital and financial planning. Adherence to
a debt management policy signals to rating agencies and the capital markets that a government is
well managed and therefore is likely to meet its debt obligations in a timely manner. Debt
management policies should be written with attention to the issuers specific needs and available
financing options and are typically implemented through more specific operating procedures. Finally,
debt management policies should be approved by the issuers governing body to provide credibility,
transparency and to ensure that there is a common understanding among elected officials and staff
regarding the issuers approach to debt financing.
RECOMMENDATION:
GFOA recommends that state and local governments adopt comprehensive written debt
management policies. These policies should reflect local, state, and federal laws and regulations.
To assist with the development of these policies GFOA recommends that a governments Debt
Management Policy (Policy) should be reviewed periodically (and updated if necessary) and should
address at least the following:
1. Debt Limits. The Policy should consider setting specific limits or acceptable ranges for each type
of debt. Limits generally are set for legal, public policy, and financial reasons.
a. Legal restrictions may be determined by:
• State constitution or law,
• Local charter, by-laws, resolution or ordinance, or covenant, and
• Bond referenda approved by voters.
b. Public Policies will address the internal standards and considerations within a government and
can include:
• Purposes for which debt proceeds may be used or prohibited,
• Types of debt that may be issued or prohibited,
• Relationship to and integration with the Capital Improvement Program, and
• Policy goals related to economic development, including use of tax increment financing and
public-private partnerships.
c. Financial restrictions or planning considerations generally reflect public policy or other financial
resources constraints, such as reduced use of a particular type of debt due to changing financial

http://www.gfoa.org/print/466
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conditions. Appropriate debt limits can have a positive impact on bond ratings, particularly if the
government demonstrates adherence to such policies over time. Financial limits often are
expressed as ratios customarily used by credit analysts. Different financial limits are used for
different types of debt. Examples include:
• Direct Debt, including general obligation bonds, are subject to legal requirements and may be
able to be measured or limited by the following ratios:
◦ Debt per capita,
◦ Debt to personal income,
◦ Debt to taxable property value, and
◦ Debt service payments as a percentage of general fund revenues or expenditures.
• Revenue Debt levels often are limited by debt service coverage ratios (e.g., annual net
pledged revenues to annual debt service), additional bond provisions contained in bond
covenants, and potential credit rating impacts.
• Conduit Debt limitations may reflect the right of the issuing government to approve the
borrowers creditworthiness, including a minimum credit rating, and the purpose of the
borrowing issue. Such limitations reflect sound public policy, particularly if there is a
contingent impact on the general revenues of the government or marketability of the
governments own direct debt.
• Short-Term Debt Issuance should describe the specific purposes and circumstances under
which it can be used, as well as limitations in term or size of borrowing.
• Variable Rate Debt should include information about when using non-fixed rate debt is
acceptable to the entity either due to the term of the project, market conditions, or debt
portfolio structuring purposes.
2. Debt Structuring Practices. The Policy should include specific guidelines regarding the debt
structuring practices for each type of bond, including:
• Maximum term (often stated in absolute terms or based on the useful life of the asset(s)),
• Average maturity,
• Debt service pattern such as equal payments or equal principal amortization,
• Use of optional redemption features that reflect market conditions and/or needs of the
government,
• Use of variable or fixed-rate debt, credit enhancements, derivatives, short-term debt, and
limitations as to when, and to what extent, each can be used, and
• Other structuring practices should be considered, such as capitalizing interest during the
construction of the project and deferral of principal, and/or other internal credit support,
including general obligation pledges.
3. Debt Issuance Practices. The Policy should provide guidance regarding the issuance process,
which may differ for each type of debt. These practices include:
• Selection and use of professional service providers, including an independent financial
advisor, to assist with determining the method of sale and the selection of other financing
team members,
• Criteria for determining the sale method (competitive, negotiated, private placement) and
investment of proceeds,
• Use of comparative bond pricing services or market indices as a benchmark in negotiated
transactions, as well as to evaluate final bond pricing results,
• Criteria for issuance of advance refunding and current refunding bonds, and
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• Use of credit ratings, minimum bond ratings, determination of the number of ratings, and
selection of rating services.
4. Debt Management Practices. The Policy should provide guidance for ongoing administrative
activities including:
• Investment of bond proceeds,
• Primary and secondary market disclosure practices, including annual certifications as
required,
• Arbitrage rebate monitoring and filing,
• Federal and state law compliance practices, and
• Ongoing market and investor relations efforts.
5. Use of Derivatives. The Debt Management Policy should clearly state whether or not the entity
can or should use derivatives. If the policy allows for the use of derivatives, a separate and
comprehensive derivatives policy should be developed (see GFOAs Advisory, Developing a
Derivatives Policy and Derivatives Checklist).
Notes:

• Post Issuance Compliance Checklist
• Debt Issuance Checklist: Considerations When Issuing Bonds

References:
• GFOA Advisory: Using Variable Rate Debt Instruments, 2010.
• GFOA Advisory: Use of Debt-Related Derivatives Products, 2010.
• GFOA Derivatives Checklist, 2010.
• GFOA Best Practice: Selecting Bond Counsel, 2008.
• GFOA Best Practice: Selecting and Managing Municipal Advisors, 2014.
• GFOA Best Practice: Selecting Underwriters for a Negotiated Bond Sale, 2008.
• GFOA Best Practice: Post-Issuance Policies and Procedures, 2017.
• GFOA Best Practice: Primary Market Disclosure, 2017.
• GFOA/NABL Post Issuance Compliance Checklist, 2003.
• Benchmarking and Measuring Debt Capacity, Rowan Miranda and Ron Picur, GFOA, 2000.
• A Guide for Preparing a Debt Policy, Patricia Tigue, GFOA, 1998.
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CITY OF PLEASANT HILL
INVESTMENT POLICY
Effective July 1, 2017
INTRODUCTION
The investment policy of the City of Pleasant Hill is based upon State of California
Government Code, 53601et seq., 53635 and the "prudent investor" rule. The primary
goals of this policy are:
1.

To ensure compliance with all State and Local laws governing the
investment of monies in the custody of the City Treasurer.

2.

To protect the principal monies entrusted to the City Treasurer.

3.

To meet the daily cash flow demands of the City.

4.

To generate the maximum amount of investment income within the
parameters of prudent risk management.

The monies entrusted to the City Treasurer constitute the "Investment Portfolio" referred
to in this document.
DELEGATION OF AUTHORITY
In the City of Pleasant Hill, management responsibility for investments is herewith
delegated to the Elected City Treasurer pursuant to Gov. Code, 53607. The Treasurer
shall establish procedures for the operation of an investment program consistent with this
investment policy and shall perform investment transactions. The Treasurer may retain
the services of an investment advisor. These procedures will include reference to
safekeeping, wire transfer agreements, banking service contracts and
collateral/depository agreements. The Treasurer shall be responsible for all transactions
undertaken.
The Treasurer shall appoint a Deputy City Treasurer who shall perform the Treasurer's
duties in the absence of the Treasurer.
SCOPE
The Treasurer is responsible for investing the unexpended cash in the City Treasury.
This investment policy applies to the investment activities of the City of Pleasant Hill. The
invested assets of the City, with the following three exceptions, shall be administered in
accordance with the provisions of this policy. The exceptions are the Public Employees
Retirement System and Deferred Compensation Funds, which are administered
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separately by trustees, and Bond proceeds which are invested according to the
specifications of the bond indenture according to Government Code 53601(1).
OBJECTIVES
Objectives have been set in order to achieve the goals of this investment policy. The
primary objectives, in priority order, of the City of Pleasant Hill's investment policy are:
A.

Safety of Principal

Safety of principal is the foremost objective of the City of Pleasant Hill. With each
investment transaction the Treasurer shall seek to ensure that capital losses are avoided,
whether these losses are from securities default, broker-dealer default, or erosion of
market value. The City shall seek to preserve principal by mitigating the two types of risk:
credit risk and market risk.
Further guidelines for safety of principal shall include:

B.

1.

Limiting the Portfolio's exposure to each issue and each issuer of debt.

2.

Determining minimum credit requirements for firms that hold City monies.

Liquidity

The City of Pleasant Hill's investment portfolio will remain sufficiently liquid to enable the
City to meet all operating requirements, which might be reasonably anticipated.
C.

Return on Investment

Return on investment shall be an average market rate of return governed by the
objectives of safety and liquidity in accord with prudent investment principles.
MATURITIES
Maturities shall be selected to anticipate cash needs, thereby eliminating the possibility
of the need for forced investment liquidation. Cash flow estimates shall be prepared in a
prudent manner.
To insure that funds are always available when needed, the City shall maintain a position
of investing no greater than 33% of the portfolio in maturities greater than one year.
Further, each individual security shall be limited to one million dollars.
QUALIFIED DEALERS
If the City Treasurer chooses to purchase investments indirectly, the City shall transact
business only with banks, savings and loans, and investment securities dealers. The
dealers must be primary dealers regularly reporting to the Federal Reserve Bank. The
2

Treasurer shall approve dealers wishing to do business with the City and determine if
they are adequately capitalized, market securities appropriate to the City's needs, and
are recommended by managers of portfolios similar to the City's.
All financial institutions and securities dealers who desire to engage in investment
transactions with the City of Pleasant Hill shall certify that the supervising officer has
reviewed the City's investment policy and agrees to disclose potential conflicts or risks to
public funds that might arise out of business transactions between the firm/depository and
the City of Pleasant Hill. Employers of any financial institution offering securities or
investments to the City of Pleasant Hill shall be trained in the precautions appropriate to
public sector investments and shall be required to familiarize themselves with the City's
Investment Policy.
The City shall at least annually send a copy of the current investment policy to all dealers
approved to do business with the City. Confirmation of receipt of this policy shall be
considered evidence that the dealer understands the City's investment policies, and
intends to offer the City only appropriate investments.
SAFEKEEPING OF SECURITIES
To protect against potential losses by collapse of individual securities dealers, all
securities owned by the City (including collateral on repurchase agreements), shall be
held in the City's name in safekeeping by a third party bank trust department. Said trust
department shall act as agent for the City of Pleasant Hill pursuant to a custody
agreement between the bank and the City. All securities shall be received and delivered
using standard delivery-versus-payment procedures. The Custodian shall provide
safekeeping receipts of all securities held.
ETHICS AND CONFLICTS OF INTEREST
The Investment Officers, i.e., the City Treasurer and the Deputy City Treasurer, shall be
governed by the "Code of Ethics" and the "Code of Professional Conduct" of the California
Municipal Treasurers Association. The Investment Officers shall refrain from personal
business activity that could conflict with proper execution of the investment program, or
which would impair their ability to make impartial investment decisions.
PRUDENCE
Generally, investments shall be made in the context of the "prudent investor" rule, which
states:
"...investments shall be made with judgment and care, under circumstances then
prevailing, which persons of prudence, discretion and intelligence exercise in the
management of their own affairs, not for speculation, but for investment,
considering the probable safety of their capital as well as the probable income to
be derived."
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Officers acting in accordance with written procedures and the investment policy and
exercising due diligence shall be relieved of personal responsibility for an individual
security's credit risk or market price changes, provided deviations from expectations are
reported in a timely fashion and appropriate action is taken to control adverse
developments.
AUTHORIZED INVESTMENTS
The City is governed by California Government Code, Sections 53600 et. seq. Within the
context of these limitations, the following investments are authorized:
United States Treasury Bills, Bonds and Notes
Obligations issued by United States Government Agencies
Medium Term Corporate Notes issued by corporations organized and operating
within the United States
Repurchase Agreements (repos) - with banks and dealers with which the City has
entered into a master repurchase contract, which specifies terms and conditions
of repurchase agreements
Time Deposits (CDs) - nonnegotiable time certificates of deposit issued by a
national or state chartered bank or federal savings and loan association. CDs are
collateralized.
Mutual Funds - pools of authorized investments, authorized only as part of the
City's banking service agreement, i.e., a sweep account.
Local Agency Investment Fund (LAIF) - pool established by the State Treasurer
for the benefit of local agencies, up to the maximum amount permitted by LAIF.
INELIGIBLE INVESTMENTS
Ineligible investments include, but not limited to, common stocks, reverse repurchase
agreements, inverse floaters and "derivatives." Leveraging shall not be used.
REPORTING
According to state law, the City Treasurer shall render an investment report no less than
quarterly to the chief executive officer and the legislative body of the City.
POLICY REVIEW
This investment policy shall be reviewed by the City Council at least annually to ensure
its consistency with the overall objectives of preservation of principal, liquidity, rate of
return, and its relevance to current law and financial and economic trends. Amendments
4

and modifications to the policy shall be accepted by the City Council prior to
implementation.
Respectfully submitted,

Mark W. Celio
City Treasurer
July 1, 2017
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CITY OF PLEASANT HILL
DEBT MANAGEMENT POLICY
DRAFT 2/22/18
INTRODUCTION
This Debt Management Policy (“Policy” or “Debt Policy”) of the City of Pleasant Hill has been
designed in accordance with guidelines of the Government Finance Officers Association (GFOA)
and with California Government Code Section 8855(i). The Policy establishes comprehensive
guidelines for the issuance and management of debt.
PURPOSE AND APPLICABILITY
The purpose of the Policy is to support the City’s achievement of its goals, financial sustainability,
and cost-effective access to capital markets through the appropriate use of debt.
When used in this Policy, “debt” refers to all forms of indebtedness and financing lease
obligations.
This policy is applicable to all entities for which the City Council acts as legislative body, and the
term “City” shall refer to each of such entities.
The City shall issue debt and use proceeds in a manner that is consistent with then-applicable
City ordinances, State and federal laws, and any other legal requirements with respect to such
debt.
PURPOSES FOR WHICH DEBT MAY BE USED
Debt shall only be used for the following purposes:
•
•
•
•
•

To finance capital improvement projects, including the acquisition, construction, major
repair, or enhancement of City facilities and infrastructure;
To finance the purchase of vehicles and equipment;
To refinance previously-issued debt;
To finance working capital; or
To finance other large and extraordinary costs if determined appropriate by the City
Council such as new regulatory requirements or legal judgments or settlements.

FACTORS TO BE CONSIDERED IN DETERMING WHETHER TO USE DEBT FINANCING
The City typically funds its obligations, particularly operating expenditures, on a pay-as-you go
basis. The City has also historically funded many capital improvements on a pay-as-you go basis.
The City will use the following criteria to evaluate whether a particular potential use of debt
1

financing would be acceptable:
•
•
•
•

Debt proceeds will be used for one-time purposes and for long-lived investments;
Market conditions for issuing debt are favorable;
Future revenues are forecasted to be sufficient to repay debt without compromising the
City’s financial stability; and
Additional debt will not significantly negatively affect the City’s credit rating.

TYPES OF DEBT THAT CAN BE USED
The following types of debt are allowable under this Policy:
•
•
•
•
•
•

General obligation bonds;
Lease financings such as lease-revenue bonds, certificates of participation (COPs), and
lease-purchase transactions;
Bond, grant, or tax revenue anticipation notes;
Other revenue bonds and certificates of participation;
Refunding bonds; and
Bank loans.

STRUCTURE AND TERMS OF DEBT FINANCING
Debt Affordability
The City will not undertake debt financing if the financing will result in the City’s general
obligation debt ratio exceeding the maximum allowed under State law (15% of the City’s net
assessed value, Government Code §43406).
Maturity
The City will structure its debt issues so that the maturity of the debt does not exceed the
economic or useful life of the project that is financed, in compliance with federal tax law.
Debt Service Pattern
The City shall use a level payment debt service pattern unless a specific determination is made
that an accelerated payment pattern is fiscally prudent and preferable. The City shall not use a
back-loaded debt service pattern.
Variable Rate Debt
The City shall only issue fixed rate debt unless the City makes a specific determination as to why
a variable rate issue would be beneficial and prudent.
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Redemption Features
The City shall avoid the use of non-callable debt unless this requirement is expected to
significantly increase the total cost of borrowing.
Capitalized Interest
It shall be generally acceptable to the City to use capitalized interest during the construction
period of a revenue-producing project or in the case of a lease financing.
Investment Grade Bonds
The City shall only issue bonds if they are Investment Grade.
OTHER ISSUES
Derivatives
The City shall not make use of derivatives.
Credit Rating
The City shall seek credit rating for debt issues when appropriate and will seek the best credit
rating possible consistent with the needs of the financing.
Credit Enhancements
The City may use credit enhancement tools, such as a bank letter of credit, bond insurance, or a
surety policy, if their use would reduce the total cost of borrowing.
Method of Sale
The City’s preferred method of sale is by competitive bid. However, other methods, such as
negotiated sale and private placement, may be considered on a case-by-case basis.
Source of Funding
The City shall identify the specific source of funding that will be used to repay any potential debt
before the debt is issued, and confirm through long-term forecasting that the obligation to repay
the debt will not create financial distress for the City.
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Consideration of Debt in Long-Term Financial Plan and Capital Improvement Plan (CIP)
The City shall consider the potential use of debt financing in developing its budget, long-term
financial plan, and Capital Improvement Plan. In doing so, the City shall assess its capacity to take
on debt and make debt service payments in the long run. The City is committed to long-term
financial planning, maintaining appropriate reserves levels and employing prudent practices in
management and budget administration.
Use of Proceeds for Operations
The proceeds of the debt shall not be used for ongoing City expenditures and operations.
DEBT MANAGEMENT PROCESS
Investment of Debt Proceeds
The City’s Investment Policy, bond indentures, and applicable State and federal law will govern
the objectives and criteria for investment of bond proceeds.
Internal Controls for Debt Proceeds
All proposed City debt to be issued must be submitted to and approved by City Council. The use
of debt proceeds will be safeguarded by the City’s normal financial controls.
Compliance Practices
The City shall issue debt and use proceeds in a manner that is consistent with the then-applicable
City ordinances, State and federal laws, and any other legal requirements with respect to such
debt. When issuing debt, the City shall comply with any applicable covenants or policies regarding
initial bond disclosure, continuing disclosure, post-issuance compliance, and investment of bond
proceeds.
Annual Reporting to the California Debt and Investment Advisory Commission (CDIAC)
The City shall submit an annual report to the California Debt and Investment Advisory
Commission (CDIAC) consisting of the information required by Government Code Section
8855(k).
POLICY REVIEW
This Policy shall be reviewed by the City Council periodically to ensure its consistency with current
law and financial and economic trends.
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