Town of Yountville
Resolution Number 2674-08

Establishing Town Council Policy Related to Use of Long-Term Debt

Recitals

A. The use of municipal debt can be a necessary financing tool for use by the Town Council to fund
necessary capital infrastructure projects; and

B. The Town Council has established continued fiscal responsibility as a key objective in its budget
process; and

C. The cornerstone to continued fiscal responsibility is to establish what types of projects use of
debt financing is appropriate to fund and to establish an annual maximum debt service limit.

Now therefore, the Town Council of the Town of Yountville does resolve as follows:

1. Adopts Town Council Policy Related to the Use of Long-Term Debt attached as Exhibit A.
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‘ATTEST:

State of California )
County of Napa  )§
Town of Yountville)

I, Michelle Price, Town Clerk of the Town of Yountville, do hereby
certify that the Town Council of the Town of Yountville duly
adopted the foregoing Resolution at a regular meeting thereof held on
the 20" day of Muy 2008, by the following vote:

AYES: Dutton, Dunbar, Chilton, Rosa and Saucerman
NOES: None
ABSENT: None
ABSTAIN:;  None
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Michelle Price, Town Clerk
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Town of Yountville
Use of Long-Term Debt Policy

The Town recognizes that it may need to enter into iong-term financial
obligations to meet the demands of providing a high quality and level of
government services to our community. The following long-term debt policy sets
the considerations for issuing debt and provides guidance in the timing and
structuring of long-term debt commitments by the Town.

General Practices:

1.

The Town will strive to maintain good relations with credit rating agencies,
investors of the Town’s long-term financial obligations and those in the
financial community that participate in the Town’s financings. The Town
also will strive to maintain and improve its bond rating in order to minimize
borrowing costs and preserve access to credit.

. Bond issue proposals are to be accompanied by an analysis defining how

the new issue, combined with current debt, impacts the Town's debt
capacity and conformance with Town debt policies. Such analysis shail
include identification of the funding source, an assessment of the ability to
repay the obligation, the impact on the current budget, commitments to
future budgets, maintenance and operational impact of the facility or asset
and the impact on the Town’s credit rating, if any.

. Town Council must review such analysis, including existing debt level,

ability to pay debt service, impact on Town services, and make a finding
that use of debt is appropriate.

Debt service costs (COP, Lease Purchase Agreements and other
contractual debt which are backed by General Fund Operating Revenues)
are not to exceed 25% of the Town's General Fund operating revenues.

Projects financed by a non general fund revenue source such as utility
rate revenue and specific voter approved authorizations such as Measure
A Sales Tax for flood control are not subject to the 25% of general fund
revenue maximum debt service limit.

The Town will consider the issuance of long-term obligations under the
following conditions:

1.

The Town will use debt financing only for one-time capital improvement
projects and unusual equipment purchases, and only under the following
circumstances:
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e When the project is included in the Town’s adopted five-year capital
improvement plan (CIP) and is in conformance with the Town's
adopted General Plan.

» When the project is not included in the Town's adopted five-year
capital improvement plan (CiP), but the project is an emerging critical
need whose timing was not anticipated in the five-year capital
improvement program, or it is a project mandated by State or Federal
requirements.

+ When the project’'s useful life, or the projected service life of the
equipment, will be equal to or exceed the term of the financing.

¢ When there are designated General Fund revenues sufficient to
service the debt, whether from project revenues, other specified and/or
reserved resources, or infrastructure cost-sharing revenues.

+ Debt financing (other than tax and revenue anticipation notes) is not
considered appropriate for any recurring purpose such as current
operating and maintenance expenditures.

2. The Town will foliow all State and Federal regulations and requirements
related to bonds and debt financing instruments regarding bond
provisions, issuance, taxation and disclosure.

3. Costs incurred by the Town, such as bond counsel and financial advisor
fees, printing, underwriter’s discount, and project design and construction
costs, will be charged to the bond issue to the extent allowable by law.

4. The Town will monitor compliance with bond covenants and adhere to
federal arbitrage and disclosure regulations.

5. The Town shall continually review outstanding obligations for opportunities

to achieve debt service savings through refunding and shall pursue
refinancing when economically feasible and advantageous.

Adopted by the Yountville Town Council on May 20, 2008.



