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Advanced Life Support (ALS) Revenue Recovery Policy 
 

1.     PURPOSE 
 

To establish a policy for revenue recovery associated with the cost of providing 
the City’s Advanced Life Support (ALS) program. 

 
2.     BACKGROUND 

 
On July 27, 1993 (Resolution 93-434), the City established the ALS program. 
Council stated that the City’s ambulance rates should be lower than other local 
providers given similar customer mixes. The ALS program as approved was to 
recover the direct cost of providing services without a General Fund subsidy.   

 
As costs for ALS services continue to increase, the revenues generated by fees 
for service have not grown proportionally. The City is challenged to recover fee 
for service revenues due to a number of different reasons, one of them being 
payer mix. The City’s payer mix is currently 34 percent Medicare, 35 percent 
Medicaid, and 16 percent Private Insurance with the remainder being Self Pay 
and Uninsured. In addition there are federal mandated write-offs which allow the 
City to collect only a small percentage of the actual billed amount from Medicare 
and Medicaid. In an effort to maximize reimbursements and cover direct costs 
the City has pursued additional recovery options. 

 
In October 2011, AB 678 authorizing the Ground Emergency Medical Transport 
(GEMT) program was enacted providing for the reimbursement of transports of 
Medi-Cal patients who are not in managed care. On March 18, 2014, the Council 
authorized the agreement with Sacramento Metropolitan Fire District (Motion No. 
2014-0053) to pursue reimbursements through the GEMT program. 

 
On June 26, 2012, the Council approved increases to the ALS fees for service 
(Resolution 2012-214) to increase cost recovery to address a portion of the 
structural variance between the cost of providing services and the revenue 
collected for those services.   

 
On December 16, 2014, Council authorized the participation in the Rate Range 
Intergovernmental Transfer (IGT) program. IGT allows local governments to 
receive a federal reimbursement for the transport of Medi-Cal patients that are in 
managed care.  
 
While the City can assure the continuation of fee for service revenues, revenue 
recovery programs such as GEMT and IGT are subject to state and federal 
funding availability.   
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3.    POLICY 
 

(a)    The ALS Program costs shall be fully offset by direct revenues. 
 

(b) All revenues recovered for the provision of ALS services shall be used to   
cover direct and indirect costs to reduce the General Fund subsidy for this 
program.     
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Budget Control Policy 
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Finance Director 
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Budget Control Policy 
 

1.    PURPOSE 
 

The purpose of this policy is to ensure the City makes informed fiscal decisions 
that take into account the full costs, in terms of dollars and service impacts, of 
implementing spending increases during the fiscal year. To maintain a 
structurally balanced budget, any spending increases must be accompanied by 
compensatory revenue increases or spending decreases that clearly identify the 
associated opportunity costs. 

 
2. BACKGROUND 

 
The service plan for the City is based on an annual budget as required by the 
City Charter and by good financial and operational practices. Budgeting on an 
annual basis provides time to review all revenue sources, develop solutions to 
previously identified problems, and to discuss and decide on policies and 
priorities. An annual budget process also provides time for management to plan 
and more efficiently and effectively implement changes incorporated into the 
budget. Making significant mid-cycle changes outside of the orderly budget 
process can lead to poor decision-making due to incomplete information and to 
inefficient and ineffective operations or service delivery. 

3.   POLICY 
 

3.1  Annual Budget Development 
 

The annual budget process will be the method used by the City to develop its 
service delivery priorities and the level and type of resources required to fund 
those services. 

 
Before the City undertakes any changes that would create fixed ongoing 
expenses, the cost implications of such changes will be projected for current 
and future years. 

 

3.2 Budget Amendments 
 
Changes to the budget and to service levels during the fiscal year will be minimized. 
Changes during the fiscal year will generally be limited to technical adjustments, 
emergency funding, unforeseen circumstances, time-sensitive opportunities or 
issues, or new grants or awards. The creation of a new program, a higher service 
level, or other increases in expenditures, without associated revenues or 
reimbursements, during mid-budget cycle is discouraged. Changes outside of the 
annual budget process should only be considered during the midyear budget 
review. 
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Unexpected revenue shortfalls or other significant issues that may create a budget 
shortfall during the fiscal year are to be reported to the Council with 
recommendations by the City Manager as to whether a mid-year budget adjustment 
should be made. 
 

Budget amendments shall be considered and adopted by the Council except for 
where authority has been delegated as prescribed within the adopted Budget 
Resolution. 
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Debt Management Policy 
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John Colville 
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Office of the City Treasurer 
(916) 808-8297 
JColville@cityofsacramento.org 
 
Table of Contents 
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Debt Management Policy 
 
1.                        Introduction 
 
1.1 Background. The City of Sacramento (the “City”) has a long history of issuing 

multiple types of debt and working with various residents, businesses, developers, 
and other government agencies to achieve the most effective financing solutions 
for necessary project and capital improvements. Debt issuance is one way of 
financing capital projects in a cost-efficient manner while maintaining generational 
equity. With its limited fiscal resources, the City will continue to explore the 
issuance of debt as an equitable means of meeting its infrastructure needs. 

 
1.2 Purpose. This Debt-Management Policy (this “Policy”) sets forth the principles and 

objectives that should guide the City’s decisions to issue debt and establishes 
guidelines for responsibly managing debt. The core objectives of this Policy 
include the following:  

 
(A)    Minimize costs of debt service and issuance. 

(B)    Maintain access to cost-effective borrowing. 

(C) Achieve and maintain the highest practical credit ratings of the various bond 
and credit types as well as the City’s overall credit rating. 

(D)    Balance pay-as-you-go financing with debt financing. 

(E)    Ensure full and timely repayment of debt. 

(F) Maintain full and complete financial and non-financial disclosure and reporting 
with respect to debt and associated credit ratings. 

(G)    Ensure compliance with federal and state laws and regulations. 

(H) Promote the City’s best interests and protect the City’s financial stability when 
deciding whether to approve debt. 

(I) Maintain internal-control procedures to ensure the proceeds of each debt 
issuance are directed to the intended use. 

(J) Increase transparency to debt stakeholders and consistency in debt decision 
making. 

1.3 Scope of Application. This Policy applies to debt issued by the City, the 
Sacramento City Financing Authority, the Sacramento Public Financing Authority, 
and the Redevelopment Agency Successor Agency; to debt the City issues on 
behalf of assessment districts and community facilities districts; and to debt the 
City issues for third parties i.e., conduit financing (collectively, “City Debt”). From 
time to time, however, compelling or extraordinary circumstances may arise that 
require the City Council, at the recommendation of the City Treasurer or Debt 
Manager, to deviate from this Policy. Certain obligations of the City—such as 
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Other Post-Employment Benefits (“OPEB”) and debt not involving the issuance of 
bonds—are not subject to this Policy. 

 
2. Governing Authority and Responsibility 

2.1 Authority. The City’s debt program for all City funds must be operated in 
conformance with applicable federal, state, and other legal requirements, 
including authorizing sections of the Sacramento City Code and the various bond 
covenants of the City’s outstanding bond obligations. 

 
2.2 Delegation of Authority. The City Council assigns its responsibility for managing 

and coordinating all activities related to the structure, issuance, and post-issuance 
management of all City Debt to the City Treasurer’s Office.   

 
2.3 Point of Contact. The City Treasurer and the Debt Manager within the City 

Treasurer’s Office (the “Debt Manager”) are responsible for maintaining 
communication to the market on the City’s behalf, with a policy of full disclosure. 
This includes communication with rating agencies, investors, and other debt-
related service providers about the City’s financial condition or the financial 
condition of enterprise funds that secure revenue bonds. As necessary, the City 
Treasurer or Debt Manager will seek guidance from the City Attorney’s Office and 
the City’s disclosure counsel on the appropriateness of disclosing certain matters.    

 
2.4 Responsibilities. Debt obligations may not be presented to the City Council for 

authorization without a joint assessment and mutual recommendation by the City 
Manager’s Office and the City Treasurer’s Office. City Departments that propose 
debt-financed capital programs or small-equipment acquisitions must work in 
close coordination with the City Treasurer’s Office, the City Manager’s Office, the 
City Attorney’s Office, and the City Finance Department by providing information 
to facilitate the feasibility analysis and due-diligence process before the issuance 
of debt. In the drafting of bond-issuance documents and other related ongoing 
matters, the following roles shall serve as general guidance. Roles for a particular 
financing may differ slightly.  

 
(A)    The City Treasurer’s Office— 

 
(1) is responsible for selecting the structure, timing and conditions of debt 

issuance; 
(2) serves as the primary contact between the City and rating agencies, 

investors, and all other market participants; 
(3) manages non-attorney members of the financing team (see Section 4.5. 

Professional Assistance) 
(4) leads the development of all necessary financing documents; 
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(5) presents the financing structure and financing documents to the City 
Council for approval; 

(6) manages compliance with post-issuance requirements, including 
continuing-disclosure requirements (in accordance with the 
Supplemental Policy on Disclosure) and arbitrage requirements; and 

(7) conducts periodic reviews of this Policy and brings forward to City 
Council any proposed amendments. 

 
(B) The City Manager’s Office and appropriate City Departments under the City 

Manager’s supervision— 
 

(1) identify and prioritize projects through the City’s capital-improvement 
program; 

(2) identify sources of funds for debt-service payment; 
(3) identify sources of funds for project operation and maintenance; 
(4) participate in document preparation and review; 
(5) participate in conference calls or meetings regarding the debt, e.g., due-

diligence reviews, rating-agency presentations, investor relations; and 
(6) provide timely information as needed to ensure compliance with post-

issuance requirements, including tracking bond proceed expenditures to 
comply with arbitrage requirements and annual reporting requirements. 

 
(C) The City Attorney’s Office— 

 
(1) provides independent verification of the City’s compliance with all 

applicable laws and regulations; 
(2) selects, retains, and manages outside legal counsel (e.g., bond 

counsel, disclosure counsel); 
(3) protects the City’s interests; 
(4) participates in document preparation and review; and 
(5) participates in conference calls or meetings regarding due-diligence 

review. 
 

(D) The City Council— 
 

(1) takes this Policy into account when, as a member of joint-powers 
authorities or as a member of other agencies (e.g., Sacramento Area 
Flood Control Agency, Sacramento Transportation Authority), it 
considers the issuance of debt that may affect the City and its 
constituents; 
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(2) reviews and approves this Policy and, if necessary, reviews and 
considers the approval of recommendations to amend this Policy 
brought forward by the City Treasurer’s Office; and 

 
(3) reviews and, if appropriate, approves supplemental policies that 

address various debt and financing instruments (if additional 
supplemental policies are adopted, then an amended version of 
Attachment A reflecting those policies must be attached to this Policy).   

 
3. Capital Financing Considerations  

3.1 Constraints. New debt will affect the long-term affordability of all outstanding and 
planned debt; the maintenance and operating costs of debt-financed 
improvements will also affect the City’s budget.  

 
(A) The pledge of repayment implicit in the issuance of debt means that any 

future issuance of debt is limited; hence, the City Council must consider 
other current, planned, and outstanding debt (including overlapping debt) 
when assessing the financial feasibility of a planned project or purchase.   

 
(B) Additionally, the necessary maintenance and operating costs of projects 

financed with debt places constraints on the City’s budgetary flexibility and 
should be considered alongside debt capacity as a factor when evaluating 
any proposed financing.   

 
(C) Finally, debt issuances should be coordinated with the City’s overall capital-

improvement program and budget process to the extent possible. 
 
3.2 Debt Capacity. Existing laws and regulations and the Sacramento City Code, as 

well as applicable covenants of existing debt, limit the City’s ability to issue new 
debt. The City Treasurer’s Office shall work to ensure that the City Council and 
the City Manager are aware of outstanding debt levels and of the ramifications if 
more debt is issued, including the additional financial constraints the City may 
face. As needed, the City Treasurer’s Office may perform debt-capacity analyses 
to evaluate the long-term effects of debt issuance in relation to the City’s 
objectives.   

 
3.3. Feasibility. To ensure consistency with this Policy, the City Council shall not 

undertake or authorize debt without an assessment and recommendation of the 
City Manager’s Office and City Treasurer’s Office.   

 
(A) General Fund and Special Revenues. In conjunction with the City 

Treasurer’s Office, the City’s Department of Finance shall prepare for each 
long-term financing an internal feasibility analysis of the effect of debt 
service and operations on current and future budgets and on the City’s 
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overall credit rating. This analysis must also address the reliability of 
revenues to support debt service.   

 
(B) Enterprise Funds. The City Manager’s Office and the City Treasurer’s Office 

shall evaluate the affordability of new debt for enterprise funds. Enterprise 
rate levels must fully cover debt-service requirements and debt-service-
coverage ratios as outlined in the applicable bond covenants, as well as the 
anticipated costs of operations, maintenance, administration, and capital 
improvement. At the time of debt issuance, the projected net system 
revenues of the enterprise fund should be sufficient to maintain a coverage 
ratio equal to or greater than 120%. The ability to afford new debt for 
enterprise operations will be evaluated as an integral part of the City’s 
process for reviewing and setting rates.   

 
(C) Conduit Financing by a Joint-Powers Authority. The City may agree to the 

issuance of bonds by various joint-powers authorities (e.g., Association of 
Bay Area Governments, California Statewide Community Development 
Authority, California Municipal Finance Authority). Where the City is not the 
issuer of bonds for a project within the City, the City’s policy will be to 
require the issuer to assume full responsibility for issuance and ongoing 
compliance of the bond issue with federal and state laws. Where feasible, 
however, the City may hold the public hearing required by the Tax Equity 
and Fiscal Responsibility Act of 1986 (26 U.S.C. § 147(f)(2)), but the City is 
not required to do so.  

 
(D) City-Issued Conduit Financing. In rare instances, the City Treasurer’s Office 

may determine that it is in the City’s best interest to issue bonds on behalf of 
another governmental agency or a 501(c)(3) corporation within the City 
boundaries. In these instances, neither the City’s general fund nor the City’s 
taxing power will be pledged for repayment of the bonds. In addition, the 
City will rely on the financial analysis provided by the additional 
governmental entity or the 501(c)(3) corporation for purposes of due-
diligence review before moving forward on the request to issue debt. The 
City’s preferred method for issuing conduit debt is conduit financing by a 
joint-powers authority.  

 
(E) Small-Equipment Lease Financing. The City may move forward with a 

small-equipment lease financing at the request of City Departments after 
analysis and due-diligence review by the City Manager’s Office or the City 
Department of Finance, or both. Requests from City Departments must 
demonstrate the need (e.g., legal, environmental, cash flow) for small-
equipment lease financing, and the City Departments must provide realistic, 
projected drawdown schedules showing that borrowed funds are spent in 
accordance with requirements of the Internal Revenue Service (the 
“IRS”). 
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3.4 Capital Expenditure Considerations. The City will consider the following factors to 
evaluate pay-as-you-go financing versus debt financing for funding capital 
expenditures:  

 
(A) Factors favoring pay-as-you-go 

 
(1) Projected revenues and fund balances are adequate and available to 

complete the project, or the project can be completed in phases.  
 

(2) Existing debt levels might adversely affect the City’s credit rating or 
rating outlook. 

 
(3) Market conditions are unfavorable or present difficulties in marketing 

the proposed debt. 
 

(4) The project’s useful life is less than five years.  
 

(B) Factors favoring debt financing 
 

(1) Current and projected revenues available for debt service are sufficient 
and reliable so that financings can be marketed with investment-grade 
credit ratings. 

 
(2) Market conditions present favorable interest rates and demand for the 

City financings. 
 

(3) The project is mandated by federal or state law, and current resources 
are insufficient or unavailable to fund the project fully within the time 
required. 

 
(4) The project is immediately needed to meet or relieve capacity needs or 

emergency conditions, and current resources are insufficient to fund 
the project fully within the time required. 

 
4. Debt Issuance 

 4.1     Types and Purposes of Debt  
 

(A) Long-Term Debt. Long-term debt may be used to finance the costs of 
acquiring or improving land, infrastructure, facilities, or equipment if it is 
appropriate to spread these costs over more than one budget year. Long-
term debt may also be used to fund capitalized interest, costs of issuance, 
required reserves, and any other financing-related costs that may be legally 
capitalized. Long-term debt may not be used to fund City operating costs. 
The final maturity of long-term debt should not exceed 40 years. The 
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following are the types of long-term debt that may be undertaken by the 
City: 

 
(1) Special-Tax Revenue Bonds. Under the Mello-Roos Community 

Facilities District Act of 1982, codified at Governmental Code sections 
53311 to 53368.3 (the “Mello-Roos Act”), the City may use special-tax 
bonds to finance the construction or acquisition of various public 
improvements. The Mello-Roos Act provides an efficient means of 
financing certain public capital facilities and services and promotes 
economic development in areas that lack sufficient infrastructure, such 
as infill or brownfield areas. Bonds may be issued to fund capital 
facilities so long as the estimated useful life of the facilities is at least 
five years. These bonds must be approved by at least two-thirds of the 
qualified electors within the CFD. 

(2) Marks-Roos Bonds. Under the Marks-Roos Local Bond Pooling Act of 
1985, codified at Government Code sections 6500 to 6599.3 (the 
“Marks-Roos Act”), governmental entities, in consort with or as part of 
a joint-powers authority, may use a “pooled” financing technique for a 
broad array of public capital improvements. The City has used the 
Marks-Roos Law to issue refunding bonds for community facilities 
districts as well as for two redevelopment project areas when new-
money debt was issued concurrently. Voter approval is not required.  

 
(3) Special-Assessment Bonds. The Improvement Act of 1911 and the 

Improvement Bond Act of 1915 authorize the City to form assessment 
districts for imposing special-assessment liens on properties within the 
districts, with the assessment on each property calculated according to 
the “special benefit” the property receives from the improvements. The 
assessments are then used to secure payment of bonds that amortize 
the improvement costs over a period of years. A majority of the property 
owners within the district must approve both the formation of the district 
and the issuance of the bonds. Approval occurs through submission of 
assessment ballots weighted according to the amount of each 
property’s proposed assessment. Importantly, for some improvements 
the “general benefit” may outweigh the “special benefit”; if so, then the 
usefulness of special-assessment bonds to finance the improvements 
will be diminished.  

 
(4) General Obligation Bonds. These bonds may be issued by 

governmental entities that have the legal authority to levy ad valorem 
property taxes and other charges at whatever rate and amount is 
necessary to pay the debt. Under article XVI, section 18 of the 
California Constitution, these bonds may only be issued for the 
acquisition or improvement of real property such as libraries and public-
safety facilities. Two-thirds voter approval is required. 
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(5) Tax-Allocation Bonds. Until January 2012, the City was authorized to 
issue tax-allocation bonds (“TABs”) that were secured by a pledge of 
tax-increment revenues from project areas within a redevelopment 
agency. Proceeds from TABs were used to revitalize blighted and 
economically depressed areas and promote economic growth. The City 
is no longer authorized to issue new-money TABs unless the City or its 
related financing authorities are aware of enforceable obligations that 
need to be met. Only refunding TABs are now authorized, and only the 
Redevelopment Agency Successor Agency of the City of Sacramento 
may issue them.  

 
(6) Certificates of Participation and Lease-Revenue Bonds. These debt 

instruments are secured by a lease-leaseback arrangement between 
the City and another public entity. The City uses its general operating 
revenues (which are not expressly pledged) to pay amounts owed 
under the lease. The payments are in turn used to pay debt service on 
lease-revenue bonds issued by a joint-powers authority or on 
certificates of participation executed and delivered by a trustee. Voter 
approval is not required because these debt instruments are not subject 
to the debt limit in article XVI, section 18 of the California Constitution.  

 
(7) Revenue Bonds. These bonds are payable from revenue generated by 

a City enterprise, such as water and wastewater utilities. Because debt 
service on revenue bonds is paid solely from enterprise revenues and 
are not secured by any pledge of tax or general fund revenues, these 
bonds are not subject to the debt limit in article XVI, section 18 of the 
California Constitution. Revenue bonds are used for the improvements 
to the enterprise. 

 
(8) State Revolving Fund Loans or Other Similar Debt Instruments. An 

example is the Infrastructure State Revolving Fund Program, which 
provides financing to public agencies and non-profit corporations 
sponsored by public agencies; the loan proceeds are used for a variety 
of infrastructure and economic-development projects. Often the cost of 
borrowing through the loan programs is lower than the cost of issuing 
debt in the public market, but the maximum duration of the loan may be 
limited.  

  
(B) Short-Term Debt. Short-term debt may be used as an interim source of 

funding before the issuance of long-term debt: It may be issued for any 
purpose for which long-term debt may be issued, including the payment of 
capitalized interest and other financing-related costs; it may also be used to 
address legitimate short-term cash-flow requirements during a given fiscal 
year, so that the City may continue to fund the operating costs of providing 
necessary public services; and it may be used to bridge the gap in financing 
before long-term debt is issued to meet the ongoing capital needs of a 
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project or series of projects. The City will not engage in short-term 
borrowing solely for the purpose of generating investment returns 
(arbitrage). Short-term debt usually may not exceed five years.   

 
(1) Tax and Revenue Anticipation Notes (“TRANs”). These are short-term 

notes used to cover cash shortfalls resulting from a mismatch between 
the timing of revenues and expenditures. The City may issue TRANs 
when needed to meet general fund cash-flow needs in a fiscal year. 
TRANs are secured by the property taxes and other revenues received 
later in the fiscal year. Voter approval is not required. 

 
(2) Bond Anticipation Notes (“BANs”). These are short-term interest-

bearing notes issued in the anticipation of long-term bond issuances. 
The City may issue BANs as a source of interim financing when the City 
Treasurer determines that doing so is prudent and advantageous to the 
City. Voter approval is not required. 

 
(3) Lease-Purchase Financings. These financings may be used for the 

short-term financing of essential equipment. The term of a lease-
purchase agreement is typically less than 10 years but may be as long 
as 15 years. Under this type of financing, the City and a bank enter into 
a master lease agreement for the lease-purchase of equipment up to a 
certain aggregate amount. The City and the bank then enter into 
separate “schedules of property” or “lease schedules” for each lease-
purchase of equipment, and the City Council annually budgets and 
appropriates an amount sufficient to pay rent for the equipment under 
lease during that year; the failure to appropriate will result in 
termination of the lease-purchase agreement. Voter approval is not 
required. 

 
(4) Commercial Paper Notes. These notes serve as a cash-management 

tool used primarily to provide short-term interim funding of capital 
expenditures that will ultimately be funded from a long-term bond or 
loan. Commercial-paper notes can reduce a project’s overall interest 
costs because only the amount needed for interim funding is borrowed, 
and interest rates on the interim funding are lower than the rates on the 
“permanent” funding with long-term bonds or loans. As of the date of 
this Policy, the City has never issued commercial paper notes, but the 
need for this type of short-term financing could arise in the future. 

 
(C) Other Debt. There may be special circumstances when other forms of debt 

are appropriate; these will be evaluated on a case-by-case basis.  
 

(D) Refunding. The City Treasurer’s Office will periodically review outstanding 
City Debt to identify refunding opportunities and evaluate the costs and 
benefits of restructuring or retiring outstanding obligations. Refunding will be 
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considered (within federal tax-law constraints) when it will provide a net 
economic benefit or when it is needed to achieve City objectives relating to 
changes in covenants, call provisions, operational flexibility, tax status, the 
issuer, debt-service profile, etc. The City may purchase City Debt in the 
open market for the purpose of retiring the debt when doing so is cost 
effective.  

 
(1) There are two types of refunding transactions: a current refunding 

occurs when outstanding bonds are paid off within 90 days after the 
proceeds of refunding bonds are deposited into an escrow account 
with the escrow agent (typically the same entity as the trustee); and an 
advance refunding occurs when outstanding bonds are paid off more 
than 90 days after proceeds of refunding bonds are deposited into an 
escrow account with the escrow agent. Federal tax law allows a tax-
exempt issue to be advance refunded only once.  

 
(2) In general, when the City undertakes a current refunding or an 

advance refunding for net economic benefit, the refunding should 
produce net-present-value debt-service savings of at least 5%. This 
5% threshold is a goal rather than a requirement, as the City may have 
reason to refund an issue that generates net-present-value savings of 
less than 5% (e.g., the refunding will eliminate unduly restrictive bond 
covenants). 

 
4.2 Public Policy Discussion. The proceedings to issue debt for projects that are 

controversial or of high public interest should be conducted with full transparency 
and public discussion (e.g., through community meetings, public outreach, City 
Council meetings). 

 
4.3 Method of Sale. Except to the extent a competitive process is required by law, 

the City Treasurer is responsible for determining the appropriate manner in which 
to offer City Debt to investors. A negotiated sale is preferred because it (A) 
provides the City more flexibility in determining the structure, time, and date of 
the sale, which is advantageous in a volatile municipal-bond market; (B) permits 
the schedule for the issuance and sale of bonds to be expedited when necessary 
to meet the City’s goals; and (C) affords the chosen underwriter or senior 
managing underwriter (in the case of an underwriting syndicate) greater 
opportunity to pre-market the City Debt to potential purchasers, including local 
investors, before the sale—all of which contributes to the City’s goal of achieving 
the lowest overall cost of funds. Other methods of sale, such as competitive sale 
and private placement, may be considered on a case-by-case basis. For 
example, private-placement debt may be appropriate when pending litigation or 
other risks or market conditions make a competitive or publicly negotiated sale 
difficult.  
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4.4 Pooled Financing. The City Treasurer is responsible for determining on a case-
by-case basis the appropriate use of third-party “pools” to issue City Debt. The 
current preferred method of sale is a direct issuance by the City led by one senior 
managing underwriter or co-senior managing underwriters.  

 
4.5 Professional Assistance. The City Treasurer may periodically select and retain 

service providers (other than bond and disclosure counsel, which the City 
Attorney’s Office selects and retains) as needed to meet legal requirements and 
provide specialized analytical services in an effort to minimize the costs of City 
Debt. The City Treasurer will make these selections with the goal of achieving an 
appropriate balance between service (including experience, professional 
reputation, and market recognition) and cost. The City Treasurer may select 
service providers through a sole-source process of his or her choosing unless a 
competitive or other process is required by law or this Policy.  

 
5. Debt Structure Features  
 
5.1     Debt Repayment 
 

(A) Useful Life. City Debt must be structured so that the weighted average 
maturity of the proposed debt is less than or equal to the weighted average 
economic or useful life of the capital projects or improvements to be 
financed.   

 
(B) Level Debt Service Preferred. To the extent possible, the structure of debt-

service for long-term debt other than special-tax revenue bonds should have 
combined annual principal and interest payments that remain relatively 
constant to maturity, i.e., “level debt service.” But in some circumstances 
non-level debt service may be to the City’s advantage. The City Treasurer’s 
Office will determine the structure of the debt at the time of borrowing after 
considering pricing, cash flows, and other relevant factors.     

 
5.2 Credit Quality. The City should obtain and maintain the highest possible credit 

ratings when issuing short-term and long-term debt and will only issue bonds, for 
itself or others, that have a credit rating of “investment grade” or higher.  The City 
will, however, consider the issuance of non-rated land-secured bonds issued 
through assessment districts or community facilities districts, as well as the 
issuance of other non-rated bonds if circumstances warrant. The City will not 
seek a rating for bonds unless the City Treasurer’s Office determines that the 
bonds are likely to receive a rating of BBB or higher.  

 

                                                 
 For Moody’s Investor Service, “investment grade” means a rating of P-3 or higher for short-term debt 

and Baa3 or higher for long-term debt. For Standard & Poor’s, “investment grade” means a rating of A-3 
or higher for short-term debt and BBB– or higher for long-term debt. And for Fitch Ratings, “investment 
grade” means a rating of F-3 or higher for short-term debt and BBB– or higher for long-term debt. 
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5.3 Credit Enhancement. The City Treasurer’s Office will work with the City’s 
municipal advisor and underwriter (or senior managing underwriter if there is an 
underwriting syndicate) of proposed City Debt to analyze the costs and benefits 
of obtaining bond insurance on a maturity-by-maturity basis for the debt. 

 
5.4 Non-Cash Reserve and Reduced Reserve. The City Treasurer’s Office will work 

with the City’s municipal advisor and underwriter (or senior managing underwriter 
if there is an underwriting syndicate) of proposed City Debt to analyze the costs 
and benefits of obtaining a surety reserve policy or reducing the typical lesser of 
three-prong reserve test to 50% of maximum annual debt service, or MADS, for 
example. 

 
5.5 Fixed-Rate Debt. The City’s preferred interest-rate mode is fixed rate.  
 
5.6 Variable-Rate Debt. The City may issue variable-rate debt—i.e., debt that pays 

interest at a rate that varies according to a pre-determined formula or specified 
index or results from a periodic remarketing of the debt. Although the City might 
benefit from variable-rate debt in some transactions, issuing variable-rate debt 
passes an unknown obligation and risk to future City Councils.  

 
5.7 Derivatives. Derivatives might be appropriate for certain City borrowing 

programs. For example, derivatives may be used in connection with the issuance 
of variable-rate debt. The City Treasurer’s Office will evaluate the use of 
derivatives on a case by-case basis to determine whether the potential benefits 
are sufficient to offset any potential costs and whether the derivatives are 
consistent with state law and financially prudent.  

 
5.8 Call Provisions. The City Treasurer’s Office will determine the call provisions for 

City Debt at the time of pricing, mindful that call provisions may affect the price of 
the bonds and the interest of potential investors. The City’s preferred structure is 
early optional redemption at par in order to maintain flexibility for future refunding 
opportunities. The City will not issue non-callable debt unless it is legally required 
or unless market conditions dictate otherwise; non-callable debt should not be 
issued solely to generate additional debt-service savings.  

 
5.9 Bond Size. Unless otherwise directed by the City Treasurer in consultation with 

the City Manager, the minimum amount the City will finance through the issuance 
of bonds is $10 million unless circumstances justify a lower amount. The City 
may pursue other financing mechanisms—such as pay-as-you-go financing, 
inter-fund borrowing, lines of credit, and lease financing—for debt less than $10 
million. The City Treasurer will determine whether to move forward with a small 
debt financing. 

 
6.       Debt Administration and Regulatory Compliance 
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6.1 Policies and Procedures for Post-Issuance Compliance. The City Treasurer’s 
Office must maintain written policies and procedures that require compliance with 
bond covenants and with federal, state, and local laws and regulations. The 
policies and procedures must address continuing-disclosure requirements; 
arbitrage-rebate requirements, private-use limitations, other tax-compliance 
requirements; levy enrollment and administration; delinquency and foreclosure 
management; debt service and other payments; and permitted investments and 
uses of bond proceeds.  

  
6.2 Arbitrage Compliance. The City Treasurer’s Office is responsible for keeping all 

records needed to comply with federal arbitrage requirements for tax-exempt 
debt.  

 
(A) For each bond issue, the City Treasurer’s Office will pay required rebate 

amounts, if any, no later than 60 days after each five-year anniversary of 
the issue date of the bonds and no later than 60 days after the last bond of 
the issue is redeemed.  

 
(1)    During the construction of each capital project financed with bond 

proceeds, the City’s arbitrage consultant will typically prepare an 
interim arbitrage-rebate report at least once every 12 months until all 
proceeds deposited in the project deposit have been expended; if, 
however, the proceeds remaining in the project fund are equal to or 
less than 5% of the proceeds initially deposited, then the City 
Treasurer’s Office may have the arbitrage consultant prepare the 
interim arbitrage-rebate reports according to the timeframe required 
by IRS regulations. 

 
(2)    After the construction period, the City’s arbitrage consultant will 

prepare an interim arbitrage-rebate report on each five-year 
anniversary of the issue date of the bonds, or more frequently if 
warranted.  

 
(B) During the term of each issue plus three years, the City Treasurer’s Office 

will retain copies of all arbitrage reports, records relating to the use and 
investment of tax-exempt proceeds, documentation of private use, and 
other relevant documents associated with the issue. If the issue is 
refunded, then the retention period for the refunded issue is the life of the 
refunding issue plus three years. Training may be provided for all 
personnel working on the IRS’s post-issuance-compliance process. If any 
potential violations to complying with federal tax laws are discovered, then 
the City Treasurer or City Debt Manager, after consulting with the City 
Attorney’s Office, will contact bond counsel and determine what if any 
corrective actions are needed (e.g., entry into the Voluntary Closing 
Agreement Program with the IRS).  
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(C) The City Treasurer or City Debt Manager will review the City’s post-
issuance compliance policies and procedures at least once every two years 
and will implement revisions as appropriate after consulting with the City 
Attorney’s Office and, if needed, bond counsel. 

 
6.3 Use of Proceeds from Tax-Exempt or Taxable Debt and of Assets Financed with 

Tax-Exempt Debt. The City Treasurer’s Office in conjunction with other City 
Departments is responsible for the following: 

 
(A) Monitoring the use of proceeds from tax-exempt and taxable debt and the 

use of assets financed or refinanced with tax-exempt debt throughout the 
term of the debt to ensure compliance with all covenants and restrictions in 
the documents relating to the debt and to ensure that the proceeds are 
directed to the intended use. 

 
(B) Consulting with the City Attorney’s Office and tax counsel in reviewing 

contracts or other arrangements involving use of assets financed or 
refinanced with tax-exempt taxable debt to ensure compliance with all 
covenants and restrictions in the documents relating to the debt. 

 
(C) Maintaining records for any contracts or other arrangements involving the 

use of assets financed or refinanced with tax-exempt or taxable debt. 
 

(D) Maintaining internal-control procedures related to the management and 
disbursement of proceeds, such as procedures requiring that proceeds are 
either (1) held by a third-party trustee or fiscal agent, which will disburse 
the proceeds to, or upon the order of, the City in accordance with one or 
more written requisitions; or (2) held by the City and deposited and 
accounted for in a separate fund or account, with withdrawals and 
expenditures carefully documented. 

 
(E) Consulting promptly with the City Attorney’s Office and tax counsel to 

develop a course of action to remediate any identified existing or potential 
violations of restrictions on the use of tax-exempt or taxable proceeds or 
the use of assets financed or refinanced with tax-exempt or taxable 
proceeds. 
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Attachment A 
Supplemental Policies 

 
City of Sacramento Policies and Procedures For Use of Special Assessment and Mello-
Roos Community Facilities District Financing For Infrastructure, Public Facilities, 
Programs and Services (Adopted on June 29, 1993, by Resolution No. 93-381, updated 
on August 9, 1994, by Resolution 94-491 and on May 15, 2012)  
 
City of Sacramento Development Fee Financing Program for Commercial, Industrial 
and Residential Development Projects (Adopted January 1997 by Resolution No. 97-
002) 
 
California Debt and Investment Advisory Commission Appraisal Standards for Land-
Secured Financings CDIAC 04-07 (Adopted in May 1994 and revised in July 2004) 
 
City of Sacramento Debt-Management Policy – Supplemental Policy on Disclosure 
(Adopted on June 2, 2011, by Resolution No. 2011-322 and updated on February 7, 
2017, by Resolution No. 2017-0046)  
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Development Stabilization Contingency Reserve   (DSCR) and 
Development Services Fund Management 

 
 
Scope:  CITYWIDE 
 
Policy Contact 
Dawn Holm 
Budget Manager 
Department of Finance 
(916) 808-5574 
dholm@cityofsacramento.org 
 
Table of Contents 
 Purpose 
 Background 
 Policy 
Management of Activities in Fund 2016 
 
 
Regulatory References 
 February 23, 1999      Resolution 1999-0077 
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DSCR and Development Services Fund Management Policy  
 
1. PURPOSE  

 
The purpose of the DSCR and the Development Services Fund (Fund 2016) is to 
ensure the prudent management of development funds for the public and the City of 
Sacramento. The DSCR will be used to bridge gaps between budgeted and actual 
development revenues in the Community Development Department (CDD) during 
periods of significant revenue decline.  
 

2. BACKGROUND  
 
The Development Services Fund was established on February 23, 1999 (Reso 99-
077), to account for major plan review and building permit projects, cyclical surplus 
plan review and building permit revenues, and environmental impact review projects. 
In 1999 the City Council authorized the transfer of General Fund budget surpluses, 
during periods of high building activity, in the Development Services Department to 
be transferred to the Development Services Fund. The intent was that the 
Development Services Fund would be drawn down in years of lower building activity. 
Over time, these resources were used to fund ongoing workload, without an ongoing 
revenue stream. When the Fund could no longer support ongoing budgeted 
expenditures, the authority to carryover surpluses was removed from the annual 
budget resolution.  
 
A sustainable funding plan for CDD building and planning operations is necessary for 
the department to be responsive to the economic climate. Establishing a DSCR 
Policy for Fund 2016 and Management Guidelines will provide the department 
resources during a downturn in development activity and time to react to those 
changes.  
 

3. POLICY  
 
The DSCR shall be established as set forth below and any changes to the policy will 
be presented to and approved by the City Council.  
 

(a) The DSCR goal is one year’s worth of building, building plan check, and current 
planning revenues. 

  
(b) The DSCR will be initially funded with the available fund balance upon   

completion of the FY2014/15 audited financial statements for Fund 2016. 
  
(c)  Beginning with FY2014/15 actual year-end revenues in excess of budget from 

CDD’s Building Inspection, Building Plan Check, Customer Service/Permit 
Counter, and Planning Operations, provided that the net year-end results 
(revenue and expenditure budget variance) of CDD are positive, will be 
transferred to the DSCR.  
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(d) The DSCR will only be used to bridge gaps between projected and actual 
development-related revenues in CDD during periods of significant revenue 
shortfalls.  

 
4. MANAGEMENT OF ACTIVITIES IN FUND 2016 
 

The fund shall be used for the management of development activities, when those 
activities are intended to be fully offset by revenues as described below and 
summarized in Attachment 1. 

  
(a)  Environmental impact review or planning review in fully reimbursable projects 

(P2100xxxx)  
 

i.   Revenues and expenditures must balance upon closure 
 
ii.  Shortfalls in completed projects where recovery efforts are unsuccessful will 

be covered by a transfer from the DSCR so that the project may be closed 
with balanced revenues and expenditures 

 
(b)  Major development projects (I21xxxxxx) when building valuation is in excess of 

$50 million, to be adjusted annually according to the Consumer Price Index 
(e.g., high rise buildings, arenas, theaters in fully reimbursable projects)  

 
i.   Revenues and expenditures must balance upon closure 
 
ii.  Funds remaining in a completed project will be transferred first to the DSRC 

until the Reserve level is attained, then to the department’s General Fund 
operating budget 

 
iii. Shortfalls in completed projects will be covered by a transfer from the 

DSCR so that the project may be closed with balanced revenues and 
expenditures 

 
(c) Citywide Development Activities (funding provided by a % fee on all 

permits/plan reviews)  
 

i. Technology for building or planning permitting systems: (e.g., Accela, 
CitizenServe, or eCAPS) to be managed in the separate capital projects 
(A21xxxxxx) 

 
ii.  General Plan and Community Plan updates: To be managed in a multi-year 

projects (I22xxxxxx) with separate child projects for the various 
plans/updates  
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P  

General Fund Economic Uncertainty Reserve Policy 

 
 

Scope:  CITYWIDE 
 
Policy Contact 
Leyne Milstein 
Finance Director 
Department of Finance 
(916) 808-5843 
LMilstein@cityofsacramento.org 
 
Table of Contents 
1.    Purpose 
2.    Background 
3.    Policy 

 
3.1      Minimum and Target Reserve Levels 
3.2       Methods to Achieve Funding Levels 
3.3 Criteria for Expenditure of Reserve Funds 
3.4 Timeline for Replenishment of the EUR 

 
Regulatory References 
 Council Motion 2016-0122 
 
 
Effective Date:    April 26, 2016 
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General Fund Economic Uncertainty Reserve Policy 
 
1.    PURPOSE 

 
 To establish the targeted level of General Fund operating reserves, a basic 

component of a financially strong city. Adequate reserves help sustain City 
operations when adverse or unexpected circumstances affect the City, providing 
resources to minimize service disruption in the event of temporary revenue 
shortfalls or unpredicted one-time expenditures. This policy establishes the 
amounts the City will strive to maintain in its Economic Uncertainty Reserve (EUR) 
and the conditions under which the reserve may be used. 

 
2.    BACKGROUND 

 
Financial reserves strengthen the City’s financial status and provide valuable 
resources for unexpected events. Every fund of the City represents a stand-alone 
financial set of accounts and has its own operating characteristics, financial 
capabilities, and constraints. The level of reserves needed should be based on the 
financial and operating characteristics of each fund. In June 2011, the City Council 
adopted a goal of establishing a General Fund EUR equivalent to 10% of annual 
General Fund revenues.   

 
 According to the Government Finance Officers Association (GFOA), it is essential 
that governments maintain adequate levels of fund balance to mitigate current and 
future risks (e.g., revenue shortfalls and unanticipated expenditures) in order to 
protect taxpayers and employees from unexpected changes in financial conditions.  
 
GFOA recommends, at a minimum, that general-purpose governments, regardless 
of size, maintain an unrestricted budgetary fund balance in their General Fund of no 
less than two months of regular general fund operating revenues or regular general 
fund operating expenditures (http://www.gfoa.org/appropriate-level-unrestricted-
fund-balance-general-fund). 
   
This policy establishes 10% of annual General Fund budgeted revenues as the 
minimum level of funding in the City’s General Fund EUR and establishes two 
months of operating revenues as a target reserve level. The policy also outlines the 
methods the City will utilize to achieve the target reserve level, defines the 
conditions under which these funds can be used and describes how the City’s 
expenditure and/or revenue levels will be adjusted to match any new economic 
realities that are causing the use of fund balance reserves as a financing bridge. 
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3.     POLICY 
 

3.1  Minimum and Target Reserve Levels 
 

  The City will maintain an EUR at a minimum of 10% of budgeted General Fund 
revenues.   The City will seek to achieve and maintain a General Fund EUR equal to 
two months of regular ongoing General Fund expenditures, including transfers (i.e. 
17% of General Fund expenditures). 

 
  The EUR shall be reported as a commitment of fund balance in the General Fund for 

external financial reporting. Appropriations from the EUR may only be made by a 
vote of the City Council to meet a critical, unpredictable financial need.  

 
3.2   Methods to Achieve Funding Levels 

 
 Funding of the EUR will generally come from excess revenues over expenditures or 
one-time revenues.   

At a minimum, during the budget process, staff shall review the current and five-year 
projected reserves to ensure that they are appropriate given the economic and 
financial risk factors the City faces. 

3.3 Criteria for Expenditure of Reserve Funds  

The EUR is intended to contend with significant short-term issues, inclusive of 
unexpected revenue shortfalls, higher than anticipated expenditures, or declared 
emergencies. 

It is the intent of the Council to limit use of the EUR to address unanticipated, non-
recurring needs. Reserves shall not normally be applied to recurring annual 
operating expenditures. The EUR may, however, be used strategically to allow time 
for the City to restructure its operations in a deliberate manner (as might be required 
in an economic downturn), but such use will only take place in the context of a 
Council-adopted long-term plan. 

3.4 Timeline for Replenishment of the EUR 
 

If the EUR is drawn down below the minimum level, a plan will be developed and 
implemented to replenish the reserve, generally from future surpluses. Replenishing 
the EUR will be a priority use of one-time resources. Generally, the City should seek 
to replenish the EUR to the minimum reserve level within one to three years.   

 



      
 FY2017/18 Proposed Budget  

 

323 
 

 

Interfund Loans 
 

Scope: CITYWIDE 
 
Policy Contact 
Dennis Kauffman 
Finance Operations Manager 
Department of Finance 
(916) 808-5843 
dkauffman@cityofsacramento.org 
 
Table of Contents 
1. Purpose 
2. Background 
3. Policy 

3.1 Long-term Loans 
3.2 Short-term Loans 
3.3 Prohibited Uses 

 
Regulatory References 

Council Motion 2015-0141 
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Interfund Loans Policy 
 

1. PURPOSE 

The City’s Interfund Loan Policy documents the methods used by the City to 
demonstrate prudent financial management over interfund loans. The policy: 

 
 Requires City Council approval of interfund loans, except for short-term 

working capital loans, 
 Permits short-term interfund loans for working capital to cover Council-

approved reimbursable grants and projects and other temporary timing 
differences in cash flows, and 

 Prohibits interfund loans from being used to solve ongoing structural 
budget issues or hindering the accomplishment of any function or project 
for which the lending fund was established. 

 
2. BACKGROUND 

Interfund loans are the lending of cash from one City fund to another for a specific 
purpose and with a requirement for repayment. The practice of interfund loans is a 
recognized and necessary aspect of municipal finance. Such loans are typically 
short-term in nature, and constitute the allocation of resources between individual 
funds for working capital purposes. 

 
3. POLICY 

3.1 Long-term Loans 
 

Interfund loans, other than short-term working capital loans, must be approved 
by the City Council. Council approval will include the following terms of the 
loan: 
 Purpose of Interfund Loan 
 Identification of the source fund 

o Availability of unrestricted funds in the source fund 
o Review of multi-year plans for use of source fund cash 
o Analysis of legal or contractual restrictions 

 Repayment of Interfund Loan 
o Repayment must have a payment source and funding stream 
o Specific repayment schedule 
o Interest imposed at a rate equal to at least investment earnings if 

loan did not occur 
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 Other Considerations 
o Feasibility of repayment 
o Internal controls to monitor repayment 

 
3.2     Short-term Loans 

 
Short-term interfund loans for working capital to provide cash for Council- 
approved reimbursable grants and projects, are permitted. Short-term working 
capital loans are also permitted for temporary timing differences in cash flows 
when expenditures are incurred before revenue is collected. The source funds 
for working capital interfund loans are the Risk Fund and the General Fund. 

 
3.3    Prohibited Uses 

 Interfund loans will not be used to solve ongoing structural budget issues. 
 Interfund loans will not hinder the accomplishment of any function or 

project for which  the lending fund was established. 
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Investment Policy 
   

 
 

Scope:  CITYWIDE 
 
Policy Contact 
John Colville 
City Treasurer 
Office of the City Treasurer 
(916) 808-8297 
JColville@cityofsacramento.org 
 
 
 
 
 
Regulatory References 
 Council Resolution 2016-0291 
 
 
Effective Date:    August 16, 2016 
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Investment Policy 
The purpose of this document is to set forth the investment and operational policies for 
the management of the public funds of the City of Sacramento.  These policies are 
designed to ensure the prudent management of public funds under management by the 
Sacramento City Treasurer. 
 
Although the Sacramento City Charter generally provides the City Treasurer with the 
authority to deposit and invest funds in the City Treasury, undertaking of the investment 
activities by the City Treasurer is subject to the annual delegation of investment 
authority from the City Council as the body being primarily responsible for the 
investment of City funds.  Accordingly, these policies are applicable to the management 
of City treasury funds as that task may be delegated to the City Treasurer. 
 
A copy of this policy statement will be provided to all investment brokers and dealers 
and others in related fields doing business with the City of Sacramento, and will be 
provided to other interested parties on request.  In addition, this policy statement will be 
posted to the City Treasurer’s page of the City’s internet website.   
 
An entity retained to provide investment-related services to the City of Sacramento shall 
not render services unless and until it confirms, in writing, that it has received and 
reviewed this policy statement, and is prepared to implement its terms, as applicable to 
the services to be provided by the entity.  

 
Governing Authority; Scope 

 
A. Section 73 of the Sacramento City Charter vests the City Treasurer with authority to 

deposit and invest funds of the City treasury, subject to the annual delegation of 
investment authority from the City Council to the City Treasurer pursuant to 
Government Code section 53607.  These policies shall apply to the City Treasurer’s 
investment of City treasury funds. 

 
B. The City Treasurer investment program for all treasury funds shall be operated in 

conformance with applicable federal, state, and other legal requirements.    This 
policy statement is intended to conform to Government Code sections 53600, et seq, 
and interpretation of these policies shall be consistent with those statutes. 

Objectives 
 
A. Primary Objectives 

The primary objectives of investment activities, in order of priority, are safety, 
liquidity, and yield: 
 
1. Safety 



      
 FY2017/18 Proposed Budget  

 

328 
 

Safety of principal is the foremost objective of the investment program. 
Investments shall be undertaken in a manner that seeks to ensure the 
preservation of capital in the overall portfolio. The objective is to mitigate credit 
risk and interest rate risk. 

a. Credit Risk. Credit risk is the risk of loss due to the failure of the security 
issuer   or backer. The City will minimize credit risk by: 

 
i. Limiting investments to the types of securities listed in Section VI of 

this Investment Policy 
 

ii. Re-qualifying the financial institutions, broker/dealers, intermediaries, 
and advisers with which the City will do business in accordance with 
Section IV. 

 
iii. Diversifying the investment portfolio so that the impact of potential 

losses from any one type of security or from any one individual issuer 
will be minimized. 

b. Interest Rate Risk.  Interest rate risk is the risk that the market value of 
securities in the portfolio will fall due to changes in market interest rates.  The 
City will minimize interest rate risk by: 

 
i. Structuring the investment portfolio so that securities mature to meet 

cash requirements for ongoing operations, thereby avoiding the need 
to sell securities on the open market prior to maturity 

 
ii. Investing operating funds primarily in shorter-term securities, money 

market mutual funds, the Local Agency Investment Fund (“LAIF”) 
managed by the State of California, or similar investment pools and 
limiting the average maturity of the portfolio in accordance with this 
policy. 

 
2.  Liquidity 

The investment portfolio shall remain sufficiently liquid to meet all operating 
requirements that may be reasonably anticipated. This is accomplished by 
structuring the portfolio so that securities mature concurrent with cash needs to 
meet anticipated demands (static liquidity). Furthermore, since all possible cash 
demands cannot be anticipated, the portfolio should consist largely of securities 
with active secondary or resale markets (dynamic liquidity). Alternatively, a 
portion of the portfolio may be placed in money market mutual funds or LAIF 
which offer same day liquidity for short-term funds. 
 
The staff of the City Treasurer’s Office shall (i) monitor the City’s budget 
formation and approval process and (ii) actively engage with City staff to assess 
and manage cash flow needs of the City. 
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3. Yield 
The investment portfolio shall be designed with the objective of attaining a 
market rate of return throughout budgetary and economic cycles, taking into 
account the investment risk constraints and liquidity needs. Return on 
investment is of secondary importance compared to the safety and liquidity 
objectives described above. The core of investments is limited to relatively low 
risk securities in anticipation of earning a fair return relative to the low level of 
risk being assumed.  
   
Securities shall generally be held until maturity with the following exceptions: 

a. A security with declining value may be sold early to minimize loss of 
principal. 

 
b.  A security swap would improve the quality, yield, or target duration in the 

portfolio. 
 

c.    Liquidity needs of the portfolio require that the security be sold.  

d. Where the sale of the security to realize capital gains is advisable in the 
judgment of the investment officers. 

 
B. Other Objectives 

1. Pooling of Funds 
Except for cash in certain restricted and special funds, the City will consolidate 
cash and reserve balances from all funds to maximize investment earnings and 
to increase efficiencies with regard to investment pricing, safekeeping and 
administration. Investment income will be allocated to the various funds 
proportionately based on their respective participation and in accordance with 
generally accepted accounting principles.  The pooling of funds shall have no 
effect on the legal character of the pooled funds, i.e. funds whose use is 
restricted by law shall remain restricted and cannot be used as part of the City’s 
general fund. 
 

2. Local Considerations 
Where possible, as a secondary objective, funds may be invested for the 
betterment of the local economy. The City Treasurer may accept a proposal 
from an eligible institution that provides for a reduced rate of interest provided 
that such institution documents the use of deposited funds for local community 
development projects. 
 

3. Favored Investments 
Investments are encouraged in entities that have demonstrated significant 
commitment and cooperation (a) with foreclosure prevention efforts, including, 
without limitation, temporary moratoriums on foreclosures, renegotiation of the 
principle mortgage balances to reflect current values, and other good faith 



      
 FY2017/18 Proposed Budget  

 

330 
 

negotiations with homeowners in regard to delinquent mortgages, and/or (b) in 
offering free or low-cost banking services to low- and moderate-income 
residents who are part of the traditionally “unbanked” or “under-banked” 
population.  The City Treasurer may take into consideration the level of effort an 
entity expends in either the foreclosure relief or community banking areas, or 
both, when considering competing investments.  If the City Treasurer is satisfied 
with the record of an entity in regard to such efforts, then the Treasurer’s 
investment staff may invest in the securities of the entity, provided that the 
investment is otherwise consistent with the requirements of this Investment 
Policy statement. 

Standards of Care 
 

A.    Prudence 
In accordance with Government Code section 53600.3, the standard of prudence to 
be used by investment officials shall be the "prudent person" standard and shall be 
applied in the context of managing an overall portfolio. Investment officers acting in 
accordance with written procedures developed by the City Treasurer and this 
investment policy and exercising due diligence shall be relieved of personal 
responsibility for an individual security's credit risk or market price changes, 
provided extraordinary deviations from expectations are reported by subordinate 
investment officers to the City Treasurer in a prompt fashion and that the sale of 
securities is carried out in accordance with the terms of this policy. 

Pursuant to the "prudent person" standard, investment officers shall act with care, 
skill, prudence, and diligence under the circumstances then prevailing, including, 
but not limited to, the general economic conditions and the anticipated needs of the 
agency, that a prudent person acting in a like capacity and familiarity with those 
matters would use in the conduct of funds of a like character and with like aims, to 
safeguard the principal and maintain the liquidity needs of the agency.  Funds shall 
be managed not for speculation where the sole goal of a transaction is to increase 
principal balances, but for investment intended to earn a reasonable rate of return 
on invested funds, considering the probable safety of their capital as well as the 
probable income to be derived.  Despite that investment transactions are 
undertaken with care pursuant to the “prudent person” standard, it is recognized 
that invested funds are subject to the vagrancies of the markets beyond the control 
of the investment officers. 

 
B. Ethics and Conflicts of Interest 

Officers and employees involved in the investment process shall refrain from 
personal business activity that could conflict with the proper execution and 
management of the investment program, or that could impair their ability to make 
impartial decisions. Employees and investment officials shall disclose any material 
interests in financial institutions with which they conduct business. They shall further 
disclose any personal financial/investment positions that could be related to the 
performance of the investment portfolio. Employees and investment officers shall 
refrain from undertaking personal investment transactions with the same individual 
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with whom business is conducted on behalf of the City. 
Investment officers shall file State Fair Political Practices Commission’s Statement 
of Economic Interests and make the disclosures required by the City’s conflict of 
interest policies. 
 

C. Delegation of Authority 
Authority to manage the City treasury investment program is granted to the City 
Treasurer pursuant to Sacramento City Charter section number 73, unless the 
Charter specifically indicates otherwise, subject to annual delegation of investment 
authority by the City Council pursuant to Government Code section 53607.  
Pursuant to the City Charter, the City Treasurer also is authorized to appoint 
deputies and employees, as prescribed by Council resolution, to implement the 
investment program. The City Treasurer and those employees appointed by the 
Treasurer to perform investment activities pursuant to these policies shall be 
referred to herein collectively as “investment officers.”   

Investment officers shall act in accordance with established written procedures and 
internal controls for the operation of the investment program consistent with this 
investment policy (“Investment Procedures Manual”). Procedures should include 
references to: safekeeping, delivery vs. payment, investment accounting, 
repurchase agreements, wire transfer agreements, and collateral/depository 
agreements. No person may engage in an investment transaction except as 
provided under the terms of this policy and the procedures manual. The investment 
officers shall be responsible for all transactions undertaken and shall establish a 
system of controls to regulate their activities. 

 
Authorized Financial Institutions, Depositories, and Broker/Dealers 

 
A.   Selection 

Financial institutions and depositories involved in implementing the City Treasurer’s 
investment activities are selected on a competitive basis in order to obtain high 
quality services by reliable, reputable and stable entities. The competitive process 
may be formal or informal, as determined by the City Treasurer in his or her 
discretion, with the objective of obtaining the quality of services necessary to serve 
the best interests of the City and relevant stakeholders, with services performed at 
competitive fees and rates.  Such processes may occur from time to time by the City 
Treasurer’s Office whether at the time the City Treasurer contracts for the general 
banking services or otherwise.  The firm or firms providing investment-related 
services may or may not be, at the discretion of the City Treasurer, the same firm 
providing general banking services.  Among the factors that the City Treasurer may 
consider in obtaining such services are (i) minimum qualifications pertaining to 
capacity, satisfaction of requirements to conduct required business, i.e. licenses, 
permits, registrations, certifications, etc.; (ii) capitalization; (iii) insurance and 
bonding; (iv) safekeeping and custodial experience; (v) status in good standing; (vi) 
ability and capacity of the firm to provide a full range of services as may be required 
by the City Treasurer; (vii) extent of the value added by an entity over the services 
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provided by firms then-providing investment-related services to the City Treasurer’s 
Office; and (viii) other attributes as may be determined by the City Treasurer from 
time to time.  The City Treasurer may determine the number and nature of firms to 
be retained to provide investment-related services based upon the volume of 
existing and projected investment work.  Those firms that are selected to execute 
transactions on behalf of the City shall do so in a good faith manner and in the best 
interests of the City, and shall disclose to and advise the investment officers of 
material facts that bear upon the pricing of a given transaction order given by 
investment officers. All financial institutions executing investment transactions shall 
satisfy the requirements of Government Code section 53601.5.  All depositories shall 
satisfy the institutional qualifications and security requirements described in 
Government Code sections 53648 et seq. 
 

B.   Performance Review 
All financial institutions and depositories shall maintain the qualifications and 
attributes deemed appropriate by the City Treasurer, including, but not limited to 
those enumerated in subsection A above, and shall perform their duties in a 
satisfactory manner. The City Treasurer, at his or her discretion, shall conduct 
periodic performance reviews to ensure the institutions and depositories are 
providing services in the best interests of the City. 

 
Safekeeping and Custody 

 
A. Delivery vs. Payment 

All trades of marketable securities will be executed by delivery vs. payment (DVP) to 
ensure that securities are deposited in an eligible financial institution prior to the 
release of funds. 
 

B. Safekeeping 
Securities will be held by an independent third-party custodian selected by the City 
Treasurer. The inventory and value of cash and securities held by the custodian will 
be reconciled on a daily basis. The custodial institution shall annually provide a copy 
of their most recent report on internal controls (Statement of Auditing Standards No. 
70, or SAS 70).  
 

C.   Internal Controls, Investment Procedures Manual 
The City Treasurer is responsible for establishing and maintaining an internal control 
structure designed to guide the activities of the investment officers to ensure that the 
assets of the City are protected from loss, theft or misuse. Details of the internal 
controls system shall be documented in the Investment Procedures Manual and shall 
be reviewed and updated annually, as needed. The internal control structure shall be 
designed to provide reasonable assurance that these objectives are met. The 
concept of reasonable assurance recognizes that (1) the cost of a control should not 
exceed the benefits likely to be derived and (2) the valuation of costs and benefits 
requires estimates and judgments by management. The internal controls structure 
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shall address the following points: 

I. Prevention of collusion 
 

II. Separation of transaction authority from accounting and recordkeeping 
 

III. Custodial safekeeping 
 

IV. Avoidance of physical delivery securities 
 

V. Clear delegation of authority to subordinate staff members 
 

VI. Written confirmation of transactions for investments and wire transfers 
 

VII. Development of a wire transfer agreement with the lead bank and third-
party custodian  

 
Accordingly, the City Treasurer shall establish a process for an annual independent 
review by an external auditor to assure compliance with policies and procedures or 
alternatively, compliance should be assured through the City annual independent 
audit. 

Suitable and Authorized Investments 
 

A.   Investment Types 
Allowable investments of funds not required for the immediate use by the City are 
limited to those described in Government Code sections 16429.1 (Local Agency 
Investment Fund), 53601 (investment of surplus), 53601.8 (certificates of deposit), 
53635 (purchase of commercial paper by pools) and 53638 (bank deposits), as such 
statutes may be amended or renumbered from time to time.  These allowable 
investments, and their permitted amounts and attributes, are set forth in a summary 
prepared and updated from time to time by the California Debt and Investment 
Advisory Commission (“CDIAC”) entitled, “Allowable Investment Instruments Per 
State Government Code, Applicable To All Local Agencies,” included CDIAC’s 
“Local Agency Investment Guidelines” publication that may be located at  
http://www.treasurer.ca.gov/cdiac/LAIG/guideline.pdf . 
 

B.   Extended Maturities 
The investment officers will observe the maximum maturity term of five years on 
various of the allowable investments.  However, where a particular investment is 
found by the investment officers to be advantageous and consistent with these 
policies, but for a nominal exceedance of a 5-year maximum maturity caused by 
effect of the security’s issuance and maturity dates, or the settlement date of the 
transaction, or both, they are authorized to invest in the following obligations with 
remaining maturities of five (5) years, plus not more than thirty (30) calendar days: 
U.S. Treasury obligations, obligations of California or other states, California local 
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agency obligations, U.S. Agency obligations and medium-term notes.  The City 
Treasurer will provide notice to the City Council of such investments within periodic 
investment reports made to the Council.  See, Section VIII.A.  Pursuant to 
Government Code section 53601, investment officers shall not make investments in 
instruments with maturities longer than five (5) years, plus thirty (30) calendar days, 
without prior approval of the City Council. 
 

C.  Securities Lending 
The investment officers at their discretion may engage in securities lending activities 
pursuant to securities lending agreements (as defined in Government Code section 
53601(j)(5)(D)) provided that the following are satisfied: 

I. Securities lending transactions are to be governed by agreements entered 
into by the City Treasurer and the agent or agents the City Treasurer 
engages to perform such transactions provided that such agreements  

 
1. comply with the requirements of Government Code section 

53601(j), and  
 

2. require the payment of cash collateral equal to or greater than 
102% of the market value of the loaned security at the time of 
the loan. 

 
II. The securities lending agreements may allow for the use of cash collateral 

for the reinvestment in securities that  
 

1. comply with the requirements of Government Code section 
53601(j)(3)(D), and 

 
2. are securities whose direct investment is authorized by 

Government Code section 53601 and these policies, 
 

3. provided that nothing herein shall preclude the City Treasurer 
from entering into securities lending agreements that reduces 
the scope of investments made with cash collateral to 
something less than that allowed under subsections (a) and (b) 
above. 

 
Investment Parameters 

 
A.   Diversification 

The City shall diversify its investment portfolio. To minimize risk of loss resulting 
from the over-concentration of assets in a specific maturity, issuer, or type of 
securities, all cash and cash equivalent assets in all City funds shall be diversified by 
maturity, issuer, and class of security. Diversification strategies shall be determined 
and revised on an ongoing basis by the investment officers for all funds covered by 
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these investment policies.  In establishing specific diversification strategies, these 
investment policies shall apply. The investment officers shall emphasize that 
portfolio maturities will be staggered to avoid undue concentration of assets in a 
specific maturity sector. Maturities selected shall provide for stability of income and 
reasonable liquidity. 
 

B.   Cash Management Funds 

I. Liquidity shall be assured through practices ensuring that the payroll dates 
and dates of large disbursements are covered through maturing 
investments or marketable U.S. Treasury bills. 

 
II. Positions in securities having potential default risk shall be limited in size 

pursuant to the maximum limits set forth in Government Code section 
53601.  See Attachment A.  Such securities include the following: 
Commercial paper; negotiable certificates of deposit, and Banker’s 
Acceptances. 

 
III. Risks of market price volatility shall be controlled through maturity 

diversification. 
 

IV. Liquidity risk: Because of inherent difficulties in accurately forecasting 
cash flow requirements, a portion of the portfolio should be continuously 
invested in readily available funds such as LAIF, money market funds, 
overnight repurchase agreements, and/or marketable securities that can 
be sold to raise cash in one day’s notice, to ensure that appropriate 
liquidity is maintained to meet ongoing obligations. 

 
C.   Competitive Bids 

The investment officers shall obtain competitive bids from at least two brokers or 
financial institutions on all purchases of investment instruments purchased on the 
secondary market for consideration in excess of $15 million per purchase 
transaction. 

Reporting 
 

A. Investment Reports 
The City Treasurer shall present to the City Council, the City Manager and the City’s 
internal auditor monthly investment reports that include the content described in 
Government Code sections 53607 and 53646(b). 
 

B. Marking to Market 
For purposes of preparation of the investment reports, the market value of the 
portfolio shall be calculated. In defining market value, considerations should be 
given to the GASB Statement 31 pronouncement. 
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C. Performance Standards 
The investment portfolio will be managed in accordance with the parameters 
specified within this statement of policies. The portfolio should obtain a market 
average rate of return during a market/economic environment of stable interest 
rates. A series of appropriate benchmarks shall be established against which 
portfolio performance shall be compared on a regular basis. The benchmarks shall 
be reflective of the actual securities being purchased and risks undertaken. 

Policy Considerations 
 

A. Exemption 
Any investment currently held that does not meet the guidelines of this policy shall 
be exempted from the requirements of this policy, provided that the City Treasurer 
may take steps he or she deems appropriate to address non-compliant investments 
in the best interest of the City and pool participants. At maturity or liquidation, such 
monies shall be reinvested only as provided by this policy. 
 

B. Amendments 
This policy shall be reviewed annually by the investment officers.  Any change must 
be approved by the City Treasurer, followed by review and consideration by the City 
Council pursuant to Section X of these policies. 

City Council Consideration of Investment Policy 
 
This policy shall be reviewed and considered by the City Council on an annual basis 
pursuant to Government Code section 53646(a)(2).    

 
Miscellaneous 

 
A. Statutory References 

All statutory references cited in these policies shall refer to the statute as it may be 
amended or renumbered from time to time.
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Measure U Financial Management 
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Finance Operations Manager 
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(916) 808-5843 
dkauffman@cityofsacramento.org 
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Budget Manager 
Department of Finance 
(916) 808-5574 
dholm@cityofsacramento.org  
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Measure U Financial Management Policy 
 

1.     PURPOSE 
 
 The City’s Measure U Financial Management Policy documents the methods the 

City will use to demonstrate prudent financial management over Measure U tax 
revenue. The policy: 

 
 Establishes a Measure U Reserve to address unanticipated revenue 

reductions and   the transition that will occur upon the expiration of the tax;  
 Commits to allocating the additional Measure U resources, above the 

amount needed to fund the Measure U Reserve and to accommodate 
growth of already-funded Measure U programs, to one-time 
expenditures; 

 Prohibits using Measure U resources to increase General Fund non-
Measure U employee compensation or to balance the General Fund 
budget; 

 Requires performance audits by the City’s external independent auditor in 
addition to the City’s annual financial and compliance audits; and  

 Requires development of a transition plan to address the expiration of the 
Measure U tax and the reduction or phase out of services funded by Measure 
U. 

 
2.     BACKGROUND 

  
Voter approval of the City of Sacramento Essential Services Protection Measure 
(Measure U) in November 2012 authorized the implementation of a six-year, one-
half cent transaction and use tax effective April 1, 2013, which expires on March 31, 
2019. The objectives of Measure U are “to restore and protect essential safety 
services, including 9-1-1 response, police officers, gang/youth violence prevention, 
fire protection/emergency medical response, and other essential services including 
park maintenance, youth/senior services, and libraries…”  

 
3.     POLICY 

 
3.1       Measure U Reserve 

 
The City shall maintain a Measure U Reserve dedicated to mitigating the effects 
of unanticipated revenue reductions and the transition away from Measure U 
revenue upon the expiration of the tax on March 31, 2019. The Measure U 
Reserve shall be funded equal to the estimated Measure U program/service 
costs in FY2020/21 to provide time and adequate funding to phase out the use 
of Measure U funds.  
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3.2       Use of Measure U Resources 
 

 Measure U revenue, above the amount needed to fund the Measure U Reserve 
and to accommodate growth of Council-authorized Measure U programs, will be 
allocated to one-time expenditures focused on investment in City infrastructure 
used to deliver Measure U programs/services. 
 

 Measure U revenue shall not be allocated to fund new or expanded programs 
with ongoing costs after June 30, 2015, as the expiration of the tax measure in 
2019 may require those new programs to be reduced or eliminated. 

 
3.3      Prohibited Uses 

 
Measure U resources shall not be used to increase General Fund non-Measure 
U employee compensation or to balance the General Fund budget, except 
where funds would provide for the protection of programs/services specifically 
included in the Measure U ballot language.  

 

3.4      Transparency and Reporting 
 

Measure U revenue and expenditures should be transparent to the City Council, 
the Measure U Citizens Oversight Committee, and Sacramento residents. In 
order to achieve this transparency, Measure U resources will be accounted for 
and reported separately in order to facilitate review by the Council and the 
Oversight Committee. In addition, the following information shall be available: 

 
 The City’s annual financial and compliance audit will include revenues and 

expenditures for the Measure U Fund. 
 

 As requested by the Citizens Oversight Committee, the City shall engage its 
external independent auditors to conduct annual performance audits of Measure 
U spending by budget allocation. 

 
3.5      Transition Plan 

 
The City Manager will prepare a transition plan as part of the FY2018/19 
Proposed Budget to address the expiration of the Measure U tax and the phase 
out of services funded by Measure U. The transition plan should reduce the 
reliance on Measure U resources over time by utilizing the Measure U Reserve 
and converting support for essential programs and services to any alternative 
sources of funding identified.  
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Other Post-Employment Benefits (OPEB) 
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Other Post-Employment Benefits (OPEB) Policy 
 

1.    PURPOSE 
  

In order to assure that the City’s Other Post-Employment Benefits (OPEB) program is 
financially sustainable, the program should accumulate adequate resources in a 
systematic and disciplined manner over the active service life of benefitting employees. 
The City’s OPEB Funding Policy documents the method the City will use to determine 
its actuarially determined contributions to fund the long-term cost of benefits to City 
employees and retirees. The policy also: 

 
 Demonstrates prudent financial management practices; 
 Promotes long-term and strategic thinking; 
 Provides guidance in making annual budget decisions; 
 Reassures bond rating agencies; and 
 Demonstrates to employees and the public how OPEB will be funded to 

ensure adequate funding for negotiated benefits. 
 

2.    BACKGROUND 
  

The City provides OPEB benefits to active employees hired before specific dates based 
on negotiated labor agreements and the unrepresented resolution. The City’s OPEB 
benefits consist of a cash contribution benefit for retiree medical and dental benefits and 
subsidized premiums resulting from blending retirees and active employees in the same 
risk pool. For police and miscellaneous employees, the cash benefit amount is $300 per 
month for retirees only and $365 per month for retirees with dependents. Police 
employees hired after September 3, 2013, and miscellaneous employees hired after 
June 30, 2012, are not eligible for OPEB benefits. For fire employees hired before 
January 14, 2015, the cash benefit amount is the total of the lowest cost $25 co-pay 
health plan premium for one plus an additional 5.28 percent of that cost; the lowest cost 
PPO dental plan for one; and $25.  
 
Fire employees hired on or after January 14, 2015, are eligible for a cash benefit 
amount up to $774 monthly from the date of retirement until the retiree reaches 
Medicare eligibility age, and up to $387 monthly from the date the retiree reaches 
Medicare eligibility. Fire employees pay $45 per month, with a City match of $45 per 
month, deposited to a separate trust fund to pay for the benefit. 
 
The City’s OPEB cash benefit is prorated based on years of service – 50 percent for 
employees with ten to fifteen years of service, 75 percent for employees with fifteen to 
twenty years of service and 100 percent for employees with twenty years of service or 
more.  
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Currently, the City has $363 million in underfunded long-term liabilities associated with 
retiree medical benefits from all funding sources, $309 million attributable to the General 
Fund. While the benefit was historically funded on a pay-as-you-go (pay-go) basis, 
paying only the actual cost of the benefit for retirees in the current fiscal year, financial 
accounting standards require the City to account for the benefit as if it were actuarially 
funded. If the City does not replace the current plan of pay-go combined with minimal 
contributions to the City’s relatively new OPEB trust fund, the City’s pay-go obligation 
will continue to grow, consuming resources that would otherwise pay for vital programs 
and services. 
 
Consistent with best practices, in January 2013 Council authorized the establishment of 
an irrevocable trust with an initial General Fund investment of $2 million. Another $2 
million was contributed to the trust in FY2013/14. The FY2014/15 and FY2015/16 
approved budgets each included a $1 million contribution to the trust, bringing the total 
funding for the trust to $6 million. The approved FY2014/15 and FY2015/16 Budget 
Resolutions also included authority to direct available budgetary resources in the 
pension budget accounts at the end of the fiscal year to the OPEB Trust.  

 
3.     POLICY 

 
3.1      OPEB Actuarially Determined Contribution (ADC) 

 
  The City will engage an OPEB actuary to determine the City’s ADC based on 
biennial actuarial valuations. The ADC will include the normal cost for current 
service and amortization of the unfunded liability. The normal cost1 will be 
calculated using the entry age normal cost method using appropriate 
economic and non-economic assumptions approved by the City.  

 
The City will review the actuarial valuations to validate the completeness and 
accuracy of the employee census data and the reasonableness of the 
actuarial assumptions. Actuarial valuations involve estimates and 
assumptions about the probability of occurrence of events far into the future. 
Actuarially determined amounts are subject to continual revision as actual 
results are compared to past expectations and new estimates are made 
about the future. 

 
3.2     Funding the ADC 

The City will continue to appropriate in the annual budget for contributions to the 
OPEB Trust and the pay-go costs of OPEB for current retirees, as well as use 
one-time savings in pension contributions to make additional contributions to the 
OPEB Trust.  

 

1 Normal Cost – the current year cost of the program to provide the benefit for current employees in the future. 
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The City will fully fund the ADC within 10 years, or by Fiscal Year 2025-26, by 
reducing the gap between its current OPEB funding and the ADC with a 
combination of City contributions, employee contributions, and OPEB plan 
changes.  

The City will achieve “full funding” of its OPEB plan within 30 years, or by Fiscal 
Year 2045-46, with a 20-year amortization of the unfunded liability after the 10-
year ramp-up period. Full funding of the OPEB plan is defined as funding 100 
percent of the accrued liability on an actuarial basis. 

3.3    Transparency and Reporting 

Funding of the City’s OPEB should be transparent to all parties including City 
employees, retirees, recognized employee organizations, the City Council and 
Sacramento residents. In order to achieve this transparency, the following 
information shall be available: 

a. Copies of the biennial actuarial valuations for the City’s OPEB plan shall 
be made available to the City Council. 

b. The City’s Comprehensive Annual Financial Report shall be published on 
its website. This report includes information on the City’s OPEB plan, 
contributions to the OPEB Trust, and the funded status of the plan. 

c. The City’s annual operating budget shall include appropriations for 
contributions to the OPEB Trust and pay-go costs. 

 
3.4    Review of Funding Policy 

Funding OPEB requires a long-term plan. The City will review this policy at a 
minimum biennially, coincident with preparation of the actuarial valuations, to 
determine if changes to this policy are necessary to ensure adequate 
resources are being accumulated to fund OPEB benefits. Pol 
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Pension Funding 
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Pension Funding Policy 
 

1.     PURPOSE 
 
 The City’s Pension Funding Policy documents the method the City will use to 

determine its actuarially determined contributions to fund the long-term cost of 
benefits to the plan participants and annuitants. The policy also: 

 
    Provides guidance in making annual budget decisions; 
   Demonstrates prudent financial management practices; 
    Reassures bond rating agencies; and 
    Shows employees and the public how pensions will be funded. 

 
2.     BACKGROUND 

  
The City provides defined benefit retirement benefits through the California Public 
Employees’ Retirement System (CalPERS) and the Sacramento City Employees’ 
Retirement System (SCERS). CalPERS is a multiple-employer public employee 
defined benefit pension plan. SCERS is a single-employer defined benefit 
pension plan. 
 
All full-time and certain part-time City employees hired after January 28, 1977 and 
City safety employees, regardless of date of hire, are eligible to participate in 
CalPERS. CalPERS provides retirement and disability benefits, annual cost of 
living adjustments and death benefits to plan members and their beneficiaries.  
CalPERS acts as a common investment and administrative agent for participating 
public entities within the State of California. Benefit provisions and all other 
requirements are established by state statute and City ordinance. 
 
All full-time, non-safety employees hired before January 29, 1977, were eligible to 
participate in SCERS.  SCERS provides retirement and disability benefits, annual cost 
of living adjustments and death benefits to plan members and beneficiaries. Benefit 
provisions and all other requirements are established by the City Charter. 
 
The financial objective of a defined benefit pension plan is to fund the long-term cost of 
benefits provided to the plan participants. In order to assure that the plan is financially 
sustainable, the plan should accumulate adequate resources in a systematic and 
disciplined manner over the active service life of benefitting employees. This funding 
policy outlines the method the City will utilize to determine its actuarially determined 
contributions to fund the long-term cost of benefits to the plan participants and 
annuitants. 

 
Pension Funding:  A Guide for Elected Officials, issued by eleven national groups 
including the U.S. Conference of Mayors, the International City/County Management 
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Association, and the Government Finance Officers Association, established the 
following five general policy objectives for a pension funding policy:  
 
1. Actuarially Determined Contributions. A pension funding plan should be 

based upon an actuarially determined contribution (ADC) that incorporates 
both the cost of benefits in the current year and the amortization of the plan’s 
unfunded actuarial accrued liability. 

2. Funding Discipline. A commitment to make timely, actuarially determined 
contributions to the retirement system is needed to ensure that sufficient assets 
are available for all current and future retirees. 

3. Intergenerational equity. Annual contributions should be reasonably related 
to the expected and actual cost of each year of service so that the cost of 
employee benefits is paid by the generation of taxpayers who receives 
services from those employees. 

4. Contributions as a stable percentage of payroll. Contributions should be 
managed so that employer costs remain consistent as a percentage of payroll 
over time. 

5. Accountability and transparency. Clear reporting of pension funding should 
include an assessment of whether, how, and when the plan sponsor will ensure 
sufficient assets are available for all current and future retirees. 

3.   POLICY 
 

3.1       CalPERS ADC 
 

 CalPERS actuaries will determine the City’s ADC to CalPERS based on annual 
actuarial valuations. The ADC will include the normal cost for current service and 
amortization of any under-funded amount. The normal cost will be calculated 
using the entry age normal cost method using economic and non-economic 
assumptions approved by the CalPERS Board of Administration. 
 
The City will review the CalPERS annual actuarial valuations to validate the 
completeness and accuracy of the member census data and the 
reasonableness of the actuarial assumptions. 

 
 3.2     SCERS ADC  

 
The City will determine its ADC to SCERS using the following principles: 

 

a. The ADC will be calculated by an enrolled actuary and will include the 
normal cost for current service and amortization to collect any under-
funded amount.   
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b. The normal cost will be calculated using the entry age normal cost 
method using the following assumptions: 
i. Economic assumptions such as the investment rate of return and 

average salary increase will be reviewed with the actuary to confirm 
reflection of the best anticipated experience. 

ii. Non-economic assumptions, such as rates of separation, disability, 
retirement, mortality, etc. shall be determined by City management in 
consultation with the actuary to reflect current experience. 

c. The un-funded actuarial accrued liability, or the difference between the 
accrued liability and actuarial value of assets, will be amortized over a 
declining number of years given the closed status of the plan.    

 
d. The actuarial value of assets will be determined using a 3-year 

smoothed market value to minimize volatility of the City’s ADC. 
e. The City’s ADC to SCERS will be stated in an annual contribution 

amount, rather than as a percentage of pay, given the closed status of 
the plan. 

 
3.3     Transparency and Reporting 

Funding of the City’s pension plans should be transparent to vested parties 
including plan participants, annuitants, the SCERS Administrative, Investment, 
and Fiscal Management (AIFM) Board, the City Council and Sacramento 
residents.  In order to achieve this transparency, the following information shall 
be available: 
a. Copies of the annual actuarial valuations for the City’s CalPERS plans 

shall be made available to the City Council. 
b. A copy of the annual actuarial valuation for SCERS shall be made 

available to the City Council and the SCERS AIFM Board. 
c. The City’s Comprehensive Annual Financial Report shall be published 

on its website. This report includes information on the City’s annual 
contributions to the pension systems and their funded status. 

d. The City’s annual operating budget shall include the City’s contributions 
to SCERS and CalPERS. 

3.4     Review of Funding Policy 

Funding a defined benefit pension plan requires a long-term horizon.  As such, 
the City will review this policy at least every five years to determine if changes to 
this policy are needed to ensure adequate resources are being accumulated.  
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Risk Management Funding and Reserve Policy 
 

1. PURPOSE 
 
 The City’s Risk Management Funding Policy documents the City’s approach to 

providing adequate financial resources to fund the City’s General and Auto Liability 
and Workers Compensation Programs and establishing and maintaining adequate 
reserves in the Risk Management Internal Service Fund.  

 
 
2.    BACKGROUND 

      
 The City has been self-insured for workers' compensation and for general and auto 

liability since 1971 and 1976, respectively. The General and Auto Liability and 
Workers Compensation Programs charge City Departments and funds for the costs 
of providing for claims, as well as for the cost of administering the claims. 

 
 

3.    POLICY 
 

(a) In order to methodically and consistently measure the City’s projected claims, 
the City will contract with a professional outside actuary to prepare annual 
actuarial valuation reports for both categories of claims. Program funding will 
be based on the annual actuarial valuation reports. 

(b) The City’s funding policy will provide program funding at the 80 percent 
confidence level, including recognition of anticipated investment income. 
Confidence level is used by actuaries to determine the realistic possibilities 
that a given funding rate will be sufficient to cover all claims that might be 
incurred in any one program year. An 80 percent confidence level indicates 
that the funding rate should be adequate eight out of 10 years.  

(c) The City shall maintain a Risk Management Reserve dedicated to mitigation 
of the risk of loss arising from potential claims and lawsuits against the City 
for general and auto liability as well as workers’ compensation claims. The 
Risk Management Reserve shall be funded at the following levels:  

 
General and Auto Liability – In addition to annual funding of projected claims 
at the 80 percent confidence level, the City shall maintain a reserve equal to 
two Self-Insured Retention allotments.   

 
Workers’ Compensation – In addition to annual funding of projected claims at 
the 80 percent confidence level, the City shall maintain a reserve equal to two 
SIR allotments.   
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If the SIR amount changes in future years, the two SIR allotments will 
continue to be the reserve requirement for both programs. 
If either program maintains a balance above the minimum funding and 
reserve requirement, the excess reserves will be used to subsidize City 
contributions over a 1-5 year period depending upon the amount of the 
excess and the City’s economic condition. 

 
If either program has excess claims requiring additional contributions to the 
fund, the City will increase contributions over a 1-3 year period depending on 
the amount of the shortfall and the City’s economic condition to get to the 
minimum funding and reserve requirement. 
 
If one program has excess reserves and the other program has a shortfall, 
transfers between programs may be implemented to reduce or eliminate the 
program shortfall. 
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