City Council Chambers
29844 Haun Road
Menifee, CA 92586

City of Menifee
Finance Committee
Meeting Agenda

Lesa Sobek, Committee Member
Dean Deines, Committee Member

Thursday, July 23, 2020
11:00 AM Special Meeting

AGENDA
SAFETY ALERT
AS A RESULT OF THE COVID-19 VIRUS, AND RESULTING ORDERS AND DIRECTION FROM
THE PRESIDENT OF THE UNITED STATES, THE GOVERNOR OF THE STATE OF
CALIFORNIA, AND THE RIVERSIDE COUNTY HEALTH CARE AGENCY, AS WELL AS THE
CITY OF MENIFEE EMERGENCY DECLARATION, THE PUBLIC WILL NOT BE PERMITTED
TO PHYSICALLY ATTEND THE MENIFEE FINANCE COMMITTEE MEETING TO WHICH THIS
AGENDA APPLIES. YOU MAY PARTICIPATE IN THE MEETING BY:
VIDEO: https://meetings.ringcentral.com/j/1482799592
PHONE: (623) 404-9000, MEETING ID #148 279 9592
PUBLIC COMMENTS: TO SUBMIT PUBLIC COMMENTS, EMAIL:
publiccomments@cityofmenifee.us
FOR MORE INFORMATION GO TO http://www.cityofmenifee.us/621/Virtual-City-Clerk-Services,
OR CONTACT THE CITY CLERK DEPARTMENT AT (951) 672-6777.
1.

CALL TO ORDER

2.

ROLL CALL

3.

FLAG SALUTE

4.

PRESENTATIONS – None

5.

APPROVAL OF MEETING MINUTES
6.1

6.

May 14, 2020 Finance Committee Minutes

DISCUSSION ITEMS
7.1

Proposed Refinancing of the City’s Total Road Improvement Program (“TRIP”)
Certificates of Participation, Series 2012A, issued in 2012.
Recommended Action:
Review the proposed California Statewide Communities Development Authority
(“CSCDA”) Transportation Revenue (Installment Sale) Certificates of Participation
Series 2020 (TRIP – Total Road Improvement Program) (Federally Taxable)
(“2020 Refunding Certificates”), which would refinance the Certificates of
Participation, Series 2012A and save the City approximately $166,000 annually
which is funded with Measure A and Gas Tax revenues; and recommend submittal
to the City Council for adoption at its meeting on August 19, 2020.
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7.2

Building and land purchase.
Recommended Action:
Review the cost analysis and comparison of the police department building and
land lease compared to a potential purchase of the associated building and land,
and provide feedback to staff.

7.

STAFF COMMENTS

8.

COMMITTEE REPORTS/COMMENTS ON COMMITTEE ACTIVITIES

9.

FUTURE AGENDA ITEMS

10.

ADJOURNMENT

Decorum Policy Notes
Please send emails to publiccomments@cityofmenifee.us you wish to address the Committee.
The Committee anticipates and encourages public participation at its Committee meetings.
Agenda Materials
Materials related to an item on this Agenda, including those submitted to the Committee after
distribution of the agenda packet, are available for public inspection by contacting the City Clerk,
at (951) 672-6777 during normal business hours.
Compliance with the Americans with Disabilities Act
If you need special assistance to participate in this meeting, you should contact Sarah Manwaring,
City Clerk, at (951) 672-6777. Notification 72 hours prior to the meeting will enable the City to make
reasonable arrangements to assure accessibility to this meeting.
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City Council Chambers
29844 Haun Road
Menifee, CA 92586

City of Menifee
Finance Committee
Meeting Minutes

Lesa Sobek, Committee Member
Dean Deines, Committee Member

Thursday, May 14, 2020
11:00 AM Regular Meeting

Minutes
1.

CALL TO ORDER
The meeting was called to order at 11:02 AM

2.

ROLL CALL
Committee Members Lesa Sobek and Dean Deines were present.

3.

FLAG SALUTE
Deputy City Manager Rochelle Clayton led the flag salute.

4.

PRESENTATIONS – None

5.

APPROVAL OF MEETING MINUTES - None

6.

DISCUSSION ITEMS
6.1

Proposed Development Agreement with Kelco Properties, LLC and Platinum
Partners, LLC for the Junction development.
Deputy City Manager Rochelle Clayton provided a presentation and reported on
the property description, proposed development plans and deal points.
The Committee discussed deal points and negotiation regarding the development
agreement, the five-story hotel, senior living, phasing, Developer Impact Fees
(DIF), excess developer contributions and improvements, sales and Transient
Occupancy Tax (TOT) sharing, and the anchor store.
Committee Member Sobek requested to add language to the development
agreement that would specify for a high-end hotel. Committee Member Deines
agreed.
Ms. Clayton discussed the developer’s request for TOT sharing and the Committee
agreed the City should not set the precedent but would consider TOT sharing with
the hotel operator.
Committee Member Deines requested to include language for site plan to include
a wholesale store.
The Committee stated they would like to review the development agreement prior
to the item going to the Planning Commission and scheduled a Finance Committee
Meeting for May 28, 2020 at 11:00 AM.
Action:
Reviewed the proposed Development
Agreement deal points between the City of
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Menifee and Kelco Properties, LLC and Platinum Partners, LLC, for the
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development of approximately 50.28 acres of land located at the northwest corner
of Scott Road and Haun Road, with plans to include a retail center, wholesale club,
hotel and senior independent living with 304 units, and recommend submittal to
the Planning Commission for approval at the June 10, 2020 meeting and submittal
to the City Council for adoption at a special meeting in June 2020.
7.

STAFF COMMENTS - None

8.

COMMITTEE REPORTS/COMMENTS ON COMMITTEE ACTIVITIES - None

9.
10.

FUTURE AGENDA ITEMS - None
ADJOURNMENT
The meeting was adjourned at 11:52 AM.

________________________
Sarah A. Manwaring, MMC
City Clerk
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CITY OF MENIFEE
SUBJECT:

Proposed Refinancing of the City’s Total Road Improvement
Program (“TRIP”) Certificates of Participation, Series 2012A,
issued in 2012

MEETING DATE:

July 23, 2020

TO:

Finance Committee

PREPARED BY:

Rochelle Clayton, Deputy City Manager

RECOMMENDED ACTION
Review the proposed California Statewide Communities Development Authority (“CSCDA”)
Transportation Revenue (Installment Sale) Certificates of Participation Series 2020 (TRIP –
Total Road Improvement Program) (Federally Taxable) (“2020 Refunding Certificates”), which
would refinance the Certificates of Participation, Series 2012A and save the City approximately
$166,000 annually which is funded with Measure A and Gas Tax revenues; and recommend
submittal to the City Council for adoption at its meeting on August 19, 2020.
BACKGROUND
In 2012, the City of Menifee (‘City’) participated in the Total Road Improvement Program
(‘TRIP’) established by the California Statewide Communities Development Authority (‘CSCDA’)
to finance street and roadway improvements, which consisted primarily of street resurfacing and
improvements within its jurisdiction (‘Project’).
CSCDA is a joint powers authority that was co-founded by the League of California Cities and
California State Association of Counties to provide California local governments and private
entities access to low-cost, tax-exempt financing programs. CSCDA implemented TRIP in 2008
to assist cities and counties in their efforts to finance large-scale street improvement projects.
Over the years, local agencies have found participating in TRIP beneficial because
documentation is standardized and the overall process is very efficient and cost effective. Under
TRIP, CSCDA causes the execution and delivery of Certificates of Participation (‘Certificates’)
on behalf of local agency participants on a stand-alone basis or when advantageous, through a
financing pool to generate economies of scale. The City is currently a member of CSCDA.
The California Communities Transportation Revenue (Installment Sale) Certificates of
Participation, Series 2012A (“2012 Certificates”) were executed and authorized in the amount of
$20 million on behalf of the City. The 2012 Certificates were structured with a final term of 2042
and a final interest rate of 5.25%. The call date of the 2012 Certificates is June 1, 2022. As of
June 2, 2020, there is approximately $17.03 million of principal outstanding.
Given the low interest rate environment, there is currently an opportunity to refinance the 2012
Certificates for savings. Furthermore, CSCDA has recently formed a pool of other local
agencies in Riverside County (currently comprised of the cities of Desert Hot Springs and
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Moreno Valley) looking to refinance similar outstanding debt. As previously mentioned, a pooled
financing through CSCDA will create economies of scale and save the City issuance and
interest costs when compared to a stand-alone financing.
DISCUSSION
The proposed CSCDA Transportation Revenue (Installment Sale) Certificates of Participation
Series 2020 (TRIP – Total Road Improvement Program) (Federally Taxable) (“2020 Refunding
Certificates”) would be in a par amount of approximately $17.85 million with a final maturity in
2042, the same final maturity as the 2012 Certificates. In other words, there will be no extension
of the original terms. The final interest rate structure will be determined if, and when, the 2020
Refunding Certificates are priced and sold.
Based on current interest rates, total cash flow savings over the life of the 2020 Refunding
Certificates are estimated to be $3.65 million. This translates to annual savings of approximately
$166,000 from 2021 to 2042. Net present value (NPV) savings are estimated to be
approximately $1.30 million. As measured against the par value of the 2012 Certificates, NPV
savings reflect 7.64%. The proposed resolution would set an NPV savings threshold of 3%. As a
side note, Government Finance Officers Association (GFOA) Best Practices frequently mentions
between 3-5% NPV savings to determine the appropriateness of a refinancing.
CSCDA would cause the execution and delivery of certificates on behalf of the financing pool,
which as previously mentioned, is comprised of the City and the cities of Desert Hot Springs and
Moreno Valley. Each local agency participant would be responsible for installment payments
relating to their pro-rata portion of the Certificates. Local agency payments are made under
separate, individual Installment Sale Agreements. No agency is responsible for any other
agency’s obligations under TRIP.
The Tax Cuts and Jobs Act of 2017 (the “Act”) eliminated the tax exemption for interest on
advance refunding bonds (refunding bonds issued more than 90 days before the optional call
date). As such, the 2020 Refunding Certificates contemplate refinancing the 2012 Certificates
on a taxable basis. Refinancing the 2012 Certificates today on a taxable basis does not
preclude the City from refinancing on a tax-exempt basis in the future. As a side note, given the
favorable taxable interest rate environment, many issuers have pursued taxable advance
refundings since the Act passed in 2017.
The 2020 Refunding Certificates are expected to qualify for an investment grade rating and
bond insurance, which would lead to a lower cost of borrowing. Furthermore, the 2020
Refunding Certificates may also qualify for a reserve fund surety policy. With a reserve fund
surety policy, the 2020 Bonds would not need to cash fund a debt service reserve (estimated to
be $1.78 million or equal to roughly 10% of par) as part of the issuance. This would enable the
City to downsize their portion of the 2020 Refunding Certificates, thereby lowering annual
payments and increasing savings.
The 2020 Refunding Certificates will be secured by Measure A Revenues and Gas Tax
Revenues, maintaining the same pledge of the 2012 Certificates. Measure A Revenues consist
of amounts received by the City from a 0.5% countywide retail and transaction use tax (sales
tax) approved by voters in 2002. The revenues from the Measure A sales tax are collected
Countywide, and then apportioned to local agencies based on specified factors, including
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population. Gas Tax Revenues consist of amounts received by each local agency from taxes
imposed statewide on the sale of motor vehicle fuels. The revenues from the gas tax are
collected Statewide, and then apportioned to local agencies based on specified factors,
including population. The General Fund will not be responsible for making payments on the
2020 Refunding Certificates.

ATTACHMENTS
1. Refunding Analysis
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Refunding Update
• Refunding Analysis Based on Market
Conditions as of July 20, 2020
• Taxable Refunding is Estimated to Generate
Roughly $167,000 in Annual Savings
2012 Bonds Summary
Par Amount
$17,025,000
Avg. Coupon
5.1%
Call Date
6/1/2022
2020 Refunding Analysis Summary
Par Amount
$17,850,000
Avg. Borrowing Yield
3.41%
Escrow Yield
0.14%
NPV Savings ($)
7.65%
NPV Savings (%)
$1,302,052
Avg. Annual Savings
$167,000
Total Savings
$3,650,404
Note: Preliminary and Subject to Change. Interest Rate Assumptions are Based on Current
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Market Conditions and Similar Credits. The City’s Actual Results may Differ, and Stifel makes no
Commitment to Underwrite at these Levels. Total Road Improvement Program (TRIP)

Year
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
Totals

Prior
New
Payments Payments
Savings
$1,302,838 $1,177,186 $125,652
1,305,588 1,137,423
168,165
1,302,088 1,133,225
168,863
1,301,363 1,132,811
168,552
1,304,325 1,135,878
168,447
1,305,713 1,137,678
168,035
1,305,525 1,137,221
168,305
1,303,763 1,135,730
168,033
1,303,363 1,137,752
165,611
1,301,963 1,133,540
168,423
1,304,563 1,138,190
166,373
1,305,963 1,136,387
169,576
1,301,850 1,133,230
168,621
1,300,900 1,133,677
167,223
1,302,850 1,132,947
169,903
1,302,438 1,136,015
166,423
1,304,663 1,138,889
165,774
1,304,263 1,135,493
168,770
1,301,238 1,136,008
165,230
1,305,588 1,140,253
165,335
1,301,788 1,133,045
168,743
1,305,100 1,134,749
170,352
$28,677,725 $25,027,321 $3,650,404

Disclosure
Stifel, Nicolaus & Company, Incorporated (“Stifel”) has been engaged or appointed to serve as an underwriter or
placement agent with respect to a particular issuance of municipal securities to which the attached material relates
and Stifel is providing all information and advice contained in the attached material in its capacity as underwriter or
placement agent for that particular issuance. As outlined in the SEC’s Municipal Advisor Rule, Stifel has not acted, and
will not act, as your municipal advisor with respect to the issuance of the municipal securities that is the subject to the
engagement.
Stifel is providing information and is declaring to the proposed municipal issuer that it has done so within the
regulatory framework of MSRB Rule G-23 as an underwriter (by definition also including the role of placement agent)
and not as a financial advisor, as defined therein, with respect to the referenced proposed issuance of municipal
securities. The primary role of Stifel, as an underwriter, is to purchase securities for resale to investors in an arm’slength commercial transaction. Serving in the role of underwriter, Stifel has financial and other interests that differ
from those of the issuer. The issuer should consult with its own financial and/or municipal, legal, accounting, tax and
other advisors, as applicable, to the extent it deems appropriate.
These materials have been prepared by Stifel for the client or potential client to whom such materials are directly
addressed and delivered for discussion purposes only. All terms and conditions are subject to further discussion and
negotiation. Stifel does not express any view as to whether financing options presented in these materials are
achievable or will be available at the time of any contemplated transaction. These materials do not constitute an offer
or solicitation to sell or purchase any securities and are not a commitment by Stifel to provide or arrange any financing
for any transaction or to purchase any security in connection therewith and may not relied upon as an indication that
such an offer will be provided in the future. Where indicated, this presentation may contain information derived from
sources other than Stifel. While we believe such information to be accurate and complete, Stifel does not guarantee
the accuracy of this information. This material is based on information currently available to Stifel or its sources and is
subject to change without notice. Stifel does not provide accounting, tax or legal advice; however, you should be aware
that any proposed indicative transaction could have accounting, tax, legal or other implications that should be
discussed with your advisors and /or counsel as you deem appropriate.
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CITY OF MENIFEE
SUBJECT:

Building and Land Purchase

MEETING DATE:

July 23, 2020

TO:

Finance Committee

PREPARED BY:

Rochelle Clayton, Deputy City Manager

RECOMMENDED ACTION
Review the cost analysis and comparison of the police department building and land lease
compared to a potential purchase of the associated building and land, and provide feedback to
staff.
DISCUSSION
With the City opening its own municipal police department, the most timely and cost effective
option to house the police department was to lease the former City Hall. The unforeseen
obstacle that was not identified in the feasibility study is that the building would need an
extensive remodel and retrofit to bring it up to seismic standards required. Upon determination
of this requirement, the City budgeted $1.5M to retrofit the building and increased that budget to
$1.78M.
Additional improvements are still needed for the property, primarily to provide security to the
perimeter of the property, including the need for a wall to protect the premises and vehicles as
there currently is no barrier from the front of the building down the east side of the premises.
The option to build a police department was not feasible at the time, as the time to construct a
police headquarters would have exceeded the amount of time available before beginning police
operations for the City. Additionally, the cost to construct is estimated to be in excess of
$15,000,000 in 2020 dollars (based on constructions costs for a similar sized police
headquarters).
As indicated above, the City does not own the building and the cost associated with the building
lease is nearly $450k annually, which shall increase over the next 8 years to exceed $500k. In
order to save money and own the assets associated with the building improvements completed
over the past year, staff would like to explore purchasing the building.
The purchase cost is unknown, however the City currently has Facility Development Impact
Fees (DIF) available for the purchase, so little to no general fund balance may be necessary for
the purchase.
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Facility DIF is funded by development to offset the impacts of development to the City. A
primary reason that the City Council made the decision to bring policing services in-house was
due to the understaffing of deputies available to police the City, based on its current size and
the exponential growth over the past ten years. Development continues as many residential
housing projects are in-process now and additional projects are on the horizon, which continue
to generate additional Facility DIF dollars as well.
As demonstrated in the attached cost analysis, the City would save $3.7M over eight years,
which does not include the interest that could be earned on the lease money saved by the City.
Staff requests that you review the cost analysis and provide feedback to this concept.
NEXT STEPS:
1. Obtain an appraisal
2. Issue a letter of intent to the property owner
If the Finance Committee supports this item, staff will take the next steps and pursue the
purchase option, and return to Council with the results and recommendation.
ATTACHMENTS
1. Cost Analysis
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"Attachment 1"

Police Department Building
Lease vs. Purchase
Cost Anlysis
$5M Investment Earnings - 8 Years
Purchase
Price
3%
YEAR /Investment Interest
1
$ 5,000,000
3%
2
$ 5,150,000
3%
3
$ 5,304,500
3%
4
$ 5,463,635
3%
5
$ 5,627,544
3%
6
$ 5,796,370
3%
7
$ 5,970,261
3%
8
$ 6,149,369
3%
8-year Investment Earnings:

Annual
Interest
Earnings
$ 150,000
$ 154,500
$ 159,135
$ 163,909
$ 168,826
$ 173,891
$ 179,108
$ 184,481
$ 1,333,850

8-Year Lease Savings

Investment of Lease Savings

Annual Lease +
CPI
2021
2022
2023
2024
2025
2026
2027
2028
Lease Savings:
Interest:
Total Savings w/Interest

$
$
$
$
$
$
$
$
$
$
$

436,050
444,771
453,666
462,740
471,995
481,434
491,063
500,884
3,742,604
529,117
4,271,721

FACILITY DEVELOPMENT IMPACT FEES (DIF) available for building purchase/improvements:
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YEAR
1
2
3
4
5
6
7
8

$

Invest
Purchase
Lease
Price
3%
Savings
/Investment Interest
+ 436,050 $ 436,050
3%
+ 444,771 $ 893,903
3%
+ 453,666 $ 1,374,386
3%
+ 462,739 $ 1,878,357
3%
+ 471,994 $ 2,406,703
3%
+ 481,434 $ 2,960,338
3%
+ 491,063 $ 3,540,211
3%
+ 500,884 $ 4,147,302
3%
5-year Investment Earnings:

4,580,279

Annual
Interest
Earnings
$ 13,082
$ 26,817
$ 41,232
$ 56,351
$ 72,201
$ 88,810
$ 106,206
$ 124,419
$ 529,117

