
  

Approved: September 23, 2019 i Version: 2.0 

 

 

 

DEBT MANAGEMENT 
POLICY 

 



  

Approved: September 23, 2019 i Version: 2.0 

 
Pioneer Community Energy 

 

Debt Management Policy 

 

Table of Contents 

 

1. Debt Policy Purpose ....................................................................................................................................... 1 

2. Purposes of Debt ........................................................................................................................................... 1 

3. Types of Debt ................................................................................................................................................. 1 

4. Relationship to Capital Improvements Program or Budget, Planning Goals And Objectives ......................... 2 

5. Debt Administration ........................................................................................................................................ 2 

6. Debt Structure Considerations ....................................................................................................................... 4 

7. Method of Sale ............................................................................................................................................... 4 

8. Refunding of Pioneer Indebtedness ............................................................................................................... 5 
 



Pioneer Community Energy 
Debt Management Policy  

Approved: September 23, 2019 1 Version: 2.0 

1. Debt Policy Purpose 

Pioneer Community Energy (“Pioneer”) was established under the Joint Exercise of Powers Act, 
Chapter 5 of Division 7 of Title 1 of the California Government Code, commencing with Section 6500 
(the "Act") and a Joint Exercise of Powers Agreement for the Establishment of Pioneer Community 
Energy (the "Agreement") for the purposes including, but not limited to: 

1) Providing electric power and other forms of energy to customers at a competitive cost; 

2) Promoting long-term electric rate stability and energy security and reliability for residents 
through local control of electric generation resources and the overall power supply portfolio; 

3) Carrying out programs to reduce energy consumption; 

4) Stimulating and sustaining the local economy by developing local jobs in renewable energy; 
and 

5) Reducing greenhouse gas emissions related to the use of electric power and other forms of 
energy in Placer County and neighboring regions; 

This policy is intended to comply with Section 8855 of the California Government Code. 

 

2. Purposes of Debt 

Pioneer will consider debt financing for the construction, acquisition, rehabilitation, 
replacement, or expansion of physical assets, including real and personal property, equipment, 
furnishings, and improvements, and any other uses authorized by the Agreement, for the following 
purposes: 

a.   To finance public facilities, services or programs, including but not limited to short-term 
borrowing needs, budget shortfalls, and access to capital for public improvements and 
infrastructure. 

b. To assist certain private individuals and entities in financing a project or program that 
produces public benefits. 

c. To refinance outstanding debt in order to produce debt service savings or to restructure 
debt for other benefits such as refinancing a bullet payment or a spike in debt service. 

d. To finance a project or program, consistent with Pioneer’s purposes which are intended 
to provide public benefits to any local community, including its residents, business, or 
institutions, including but not limited to promoting economic development. 

 

3. Types of Debt 

The following types of debt are allowable under this Policy: 

a. Conduit revenue bonds or notes 

b. General obligation bonds 

c. Bond or grant anticipation notes 

d.  
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e. Leases, lease revenue bonds, installment sale or purchase agreements, certificates of 
participation and lease-purchase transactions 

f. Revenue bonds 

g. Tax and revenue anticipation notes 

h. Land-secured financings, such as special tax revenue bonds issued under the Mello-Roos 
Community Facilities Act of 1982, as amended, and limited obligation bonds issued under 
applicable assessment acts, including PACE financings 

i. Any other type of debt permitted under the Agreement and authorized by law. 

For purposes of this section, the term "bonds" may include notes, warrants, leases, installment 
purchase agreements, certificates of participation, financing agreements, loan agreements or 
any other evidence of an obligation to pay or repay money. 

Pioneer may from time to time find that other types of debt would be beneficial to further its 
purposes and may approve such debt without an amendment of this Policy. 

This policy includes all debt that must ultimately be approved by Pioneer Community Energy 
Board. This policy is not intended to address inter-fund borrowing; interagency borrowing; or 
investment activities of the Pioneer Treasurer including but not limited to reverse repurchase 
agreements and securities lending. 

 

4. Relationship to Capital Improvements Program or Budget, Planning Goals And Objectives 

Pioneer's purpose is described in Section 1.0. Pioneer does not have a capital improvement program 
because its primary purposes described in Section 1.0. are related to procuring and providing electric 
power primarily using contractual arrangements and not through the purchase of physical assets.   
Pioneer's goal is to undertake programs that advance its purpose, and this Policy provides flexibility for 
Pioneer to obtain financing to provide energy related services including financing programs to further its 
purpose. 

Pioneer is committed to long-term financial planning, maintain appropriate reserve levels and 
employing prudent practices in governance, financial management and budget administration. Pioneer 
intends to issue debt for the purposes stated in this Debt Management Policy and to implement policy 
decisions in the annual operations budget. 

It is Pioneer’s goal to utilize conservative financing methods and techniques to obtain the highest 
practical credit ratings and the lowest practical borrowing costs. 

Pioneer will comply with state and federal law as it pertains to the maximum term of debt, and any 
applicable procedures for setting and imposing any related assessments, rates and charges. 

 

5. Debt Administration 

Debt management will be the responsibility of Pioneer Executive Director (ED) and the 
Treasurer Tax Collector as follows: 

a. Reviewing and recommending debt financing - ED & Treasurer. The ED and Treasurer 
Tax Collector will be responsible for reviewing, analyzing and recommending new issue 
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debt financing when appropriate and consistent with these policies. The Pioneer 
Board will review and approve proposed Pioneer debt financing proposals 

b. Leading the process of issuance - ED, Treasurer and Pioneer Counsel. Officials will 
work together to select financial advisors, underwriters, bond counsel, disclosure 
counsel and other members of a financing team. Officials will prepare bond 
documentation including official statements and will review them for material 
errors or omissions before such documents can be deemed final. 

c. Internal control procedures regarding use of debt proceeds; fiscal agent- 
Treasurer. Whenever reasonably possible, proceeds of debt used to finance 
capital improvements will be held by a third-party trustee and Pioneer will submit 
written requisitions for such proceeds. The Treasurer will execute each such 
requisition. The Treasurer will be responsible for selecting trustees and other fiscal 
agents associated with bond and certificate of participation issues. To the extent 
permitted by bond counsel, the rating agencies or any bond insurer, the Treasurer 
will serve as Pioneer's fiscal agent on its debt transactions. 

d. Continuing annual disclosure -Treasurer, Auditor-Controller, and ED. The 
Securities and Exchange Commission ("SEC") requires that underwriters obtain 
promises in writing from municipal debt issuers to provide specified financial and 
operating information on an annual basis for all public offerings. This promise for 
continuing annual disclosure is set forth in a separate agreement between the 
issuer and the underwriter who purchases Pioneer's bonds. The Pioneer ED will 
oversee the preparation of annual disclosure reports as required under federal law 
and regulations, and consistent with the continuing disclosure agreement 
pertaining to that financing. Such reports will be reviewed in the manner of initial 
official statements. Under continuing disclosure requirements Pioneer is obligated 
to provide ongoing disclosure of material events, including those that are 
specifically enumerated in the agreement for its public offerings. 

e. Arbitrage administration-Treasurer. The Treasurer is charged with responsibility 
for establishing and maintaining, either directly or through contract, a system of 
record keeping and reporting to meet the arbitrage rebate compliance 
requirements of the federal tax code. This effort includes tracking investment 
earnings on bond proceeds, calculating rebate payments in compliance with tax 
law, and remitting any rebate earnings to the federal government in a timely 
manner in order to preserve the tax-exempt status of Pioneer's outstanding debt 
issues. 

f. Covenant Administration-ED. The ED will establish and maintain a system for 
monitoring the various covenants and commitments established within the 
documentation of a bond issue and ensuring that Pioneer staff or consultants take 
such actions as required to comply with the various covenants of a financing. 

g. Small lease-purchases-ED.  Pioneer or sub-unit of Pioneer shall not enter into a 
lease-purchase contract, or incur other form of indebtedness, of more than 
$50,000 without the express approval of the Board. 

h. Investing Bond Proceeds-Treasurer. The Treasurer is responsible for investing all 
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bond or certificate of participation proceeds held by Pioneer and directing the 
investment of all funds held by a trustee under an indenture or trust agreement. 
Investments will be consistent with those authorized by state and federal law. 

  

6. Debt Structure Considerations 
 

a. Rapidity of Debt Repayment. Borrowing by Pioneer should be of a duration that 
does not exceed the economic life of the improvement that it finances. The debt 
repayment term should be shorter than the improvements projected life in an 
effort to improve Pioneer's credit profile through early retirement of debt, and to 
recapture debt capacity for future use. Pioneer may choose to structure debt 
repayment on any particular transaction so as to consolidate or restructure 
existing obligations or to achieve other financial planning goals. 

b. Capitalized Interest. Pioneer may include within its borrowings additional funds to 
pay interest on the obligation during an initial period. Such capitalizing of interest 
will be most commonly used to secure lease obligations during the project 
construction period, as generally required under California law, or to secure an 
improved financing structure for strategic management of cash flow. 

c. Mello-Roos and Assessment Bonds. The existing "Program Report and Program 
Manual" contain Pioneer's policies for the mPOWER program. The ED will evaluate 
programs in light of the total tax rate burden described herein. 

d. Short-term Financing. Pioneer will consider issuing Tax and Revenue Anticipation 
Notes for annual cash flow purposes or other short-term financing instruments to 
the extent such notes would reduce expenses, increase revenues and/or expedite 
the meeting of Pioneer goals. 

e. Pioneer will consider variable rate debt on a case-by-case basis. The general 
preference of Pioneer is to issue fixed rate debt. 

 

7. Method of Sale 

There are generally three ways bonds can be sold, through a competitive, negotiated sale or a private 
placement. The following outlines the basis by which Pioneer will determine the appropriate method 
of sale for a given financing. 

a. Competitive Process. With a competitive sale, any interested underwriter is invited to 
submit a proposal to purchase an issue of bonds. The bonds are awarded to the 
underwriter{s) presenting the best bid according to stipulated criteria set forth in the notice 
of sale. Pioneer, as a matter of policy, will seek to issue its debt obligations through a 
competitive process unless it is determined in consultation with the Treasurer/Tax Collector 
that such a sale method will not produce the best results for Pioneer. This type of sale 
process is also significantly more likely to give Pioneer higher market exposure which creates 
an awareness of Pioneer credit that increases market interest in future debt issues of 
Pioneer. 
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b. Negotiated Sale. Under this method of sale, securities are sold through an exclusive 
arrangement between the issuer and an underwriter or underwriting syndicate. At the end 
of successful negotiations, the issue is awarded to the underwriters. Negotiated 
underwriting may be considered if it fits one or more of the following criteria: extremely 
small issue size; complex financing structure or nature of the project being financed (i.e., 
variable rate financing, new derivatives and certain revenues issues, etc.); compromised 
credit quality of Pioneer or the issue; other issue or market factors which lead the ED and 
Treasurer to conclude that a competitive sale would not be effective. When determined 
appropriate by the ED and Treasurer, and approved by the board, Pioneer may elect to sell 
its debt obligations through a negotiated sale. 

c. Private Placement. When determined appropriate, usually in the case of a very small issue, 
Pioneer may elect to sell its debt obligations through a private placement or limited public 
offering. Selection of a lender or placement agent will be made pursuant to selection 
procedures developed by the ED and Treasurer. 

 

8. Refunding of Pioneer Indebtedness 

The Pioneer ED will monitor Pioneer's existing indebtedness and will initiate the refunding of such 
obligations if it would generate a reasonable level of savings. The following guidelines will be used 
in determining whether a refunding would be appropriate. 

a. Debt Service Savings - Advance Refunding. Pioneer may issue advance refunding bonds (as 
defined by federal tax law) when advantageous, legally permissible, financially prudent, and 
net present value savings, expressed as a percentage of the par amount of the refunded 
bonds, equal or exceed 5 percent. The Pioneer Board may approve a lower savings 
threshold to the extent that such a threshold is appropriate given the specific conditions of 
the proposed refunding. 

b. Debt Service Savings - Current Refunding. Pioneer may issue current refunding bonds (as 
defined by federal tax law) when advantageous, legally permissible, and financially 
prudent, and net present value savings equal or exceed 3% of the outstanding amount of 
refunded bonds. 

 

9. Interpretation 

This Policy is intended to be interpreted in a manner consistent with Pioneer's existing policies 
and program guidelines and shall be subject to any contrary provisions thereof. The Board 
may, by resolution, waive any provision of this Policy, with respect to a particular debt issue. 


