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Hection 3. Any sot pursuant to the suthority and prior to the

sPfective date of thisz ordinsnce iz hereby ratified and confirmed,
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- {To be used for all Ordinances except Emergency.)

Section.. ® . This ordinance shall take effect and be in force thirty days from and after its passage and

approval, if approved by the Mayor; otherwise it shall take effect at the time it shall become a law under the
provisions of the city charter.

(SEAL)

Published.................. e
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Couancil President Sam Swiih
June 28, 1974
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We reapectiully regusst thal the enc oposal and ordinence be
] Cindo the Couneil and as 'twe #ipance Commities, and
we urge thai this metier rec ei the Commeil's prompt and favor a‘b‘ie

T —— e
TH HILL, Chairman RANDY RYFELLE, Vice~Chairman
Pinanece Commitles Finenece \Wommitiee
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Co: Nayor Wes Uhlimanm
Mgmbers, Seatile City Council
uﬁmmzé@.tler
Tressurer
Director, O0ffice of Menegemert and Budgel
Corporation qunwi,
Supervisor, Ilagislative ?’iawﬂ Audits
Director, S&ai‘.ui@”h_; ;
Jomes Tilis
James ey
Josl Heggard
Nyle Barnes
E A, "MEek? Edwmund




Background

in sarily 1973, the City of Seattle was ﬁ@@?ﬁ&ﬁhﬁ@ by a consortium of private
investors who proposed that, through 4 arrangement, the City
should s £dec@ refund City Forward Thry General Obligation Bonds amounting
to over $40,000, resulting in an 25t savings to the City over the

1i1fe of the b&ﬂds of over $10,00¢

While the proposal was accepted by the City, significant guestions were raised
by members of the Uity Council, the media, and & report ﬁwmﬁﬁrﬁé by the Munici-
pal ;@m@uw of Seattle and King euntya Wnile the questions and concerns were
specific in nature, they all a@vﬁ*ed to the same issue: the Tack of a basic
Cauy policy and procedure for management of City debi, whether it be initial
issue general obligation bonds, utd Tty revenus bonds, or refunding bonds.

Until recently, the acceptance of the consoriium refunding proposal and the
generyl downturn of the market since last July lessened whﬂ yrgency about the
astablishment of a City mﬁ? fcy on
“fuﬁawyéi*v of any additional ref:
consequently deferved questions v
management nolicies and srocedures

debt management., Most ﬁbCﬁj% saw the
ndings as very r@m@te in the near future and
ised by the consortium proposal about debt

’i‘? Il

Last month, however, the same debt policy and proceduve questions were again
raised when a lecal underwriter appreached the City with a proposal o inves-
tigate the possibilities of additional refundings. Discussions by the Finance
Commities of the City Council and a subcommitiee of the Finance Commitiee

have pointed to the need for an explicit {ity debt maragement policy and a
mechanism through which this policy can be developed and implemented. The
pr@pv§a1 which follows 1s a response €0 that need znd has heen formulated in

the context of legal and traditional City debt solicy.

Debt Manacement Policy Bdvisory Commities

It is proposed that a Debi Man nagement Policy Advisory Committee be established by
the €ity, composed of the following six members:

ne Clty Council's Finance Committee

e
r h ice of Management and Budg
partment Head of either the Engineering, Lég it, or
ater Departments, {selected by the Board of Public Works }
Corporation Counsel {non-votin ng; to provide 1egas advice only)

w
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The Debt Management Policy BAdvisory Comnities should be g%wen the following
duties:

o,
wed
S

Advise and assist the Comptroller, the Uity Council, and
Mayor in esteblishing 2. ?*@t@ﬁ City policy regarding dﬂﬁ*
of d

mgnagement., The ﬂ@?al; should address all aspecis gbt
managerent including {but s ﬁt Timited to):

{a) debt term;

(b} maturity ture

{d} the conditions under which the City will accept
aegotiated bids

(£} ?ﬁﬁgmia%m versys shovrt-term debb:

(o} Pﬁfﬁﬁé%ﬁg bond issues;

fn) Timited lovy versus excess levy debiy and

{1} sslection and use of independent financial and
tegal advisors,
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{2} In matters relating to initial debt issuance, the Committee
should assist the Comptroller in reviewing departmental
requests to determine the appropriateness of the request.
This review pertains to departmental cash flow requirements,
market conditions, and size of issue., The Committee should
require deﬁartmewis to submit annual statements on reguire-
ments for debt issuance during the coming year in order to
cocrdinate such issues and mrov%de the best possible timing
on debt {ssuance.

ey
ad
i

In matters relating o refunding of cutstanding debt, the
Commitiee should assist the Compirciler and the Council in
reviewing proposals and in making recommendations on such
iss?es as competitive versus negotiated bids, and arbitrage
orofits,

Independent Financial Consultant

Reccgn125nq that much of the technical expertise in debt management is derived
from ongoing, routine work in the municipal bond market and that the City does
not participate in the market exrnent on an as-needed basis, the Debt Management
Advisory Committee should retain an independent financial consultant to advise
the Comnities, the Council, and the Mayor on debt matters.

As soon as possible, the Commitiee should develop a "request for proposal” for
selection of an independent financial consultant through competitive bid. The
request should, at a minimum, address the following:

{1} The consultant pust be willing to refrain from partici-
pation in any bond issues sponsored by the City;

{2} The consultant will assist the Committee in developing
written City policy on debt mansgement as described above;

{3} As needed, the consultant would analyze bids in competitive
bond sales to insure compliance with City reguirements;

{4} As needed, the consultant would analyze proposals for negotiated
bond sa?es and provide the Committes, the Mayor and the Council
with written reports of his analysis;

(8} The consultant would provide io the Committee, the Council, and
the Mayor, either semi-annually or annually, an analysis of
bond market conditions, and make recommendations on the feasibility
of debt structure changes which may be advantageous to the City;
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(6} The consuttant would provide annually an analysis of City
debt structure which sunplements the information prepared
by the Cowptroller in his Annual Report, .

{7} The consultant would advise the Commities on a continuing
basis on market conditions and the proposed timing of
debt issuance end/or debt restructuring

(8} The consultant would advise the Compittee on changes in City
dabt management policies which are advantageous to the City.
This advice should incliude recompendations for pessible
changes in state law or City ordinances which may be necessary:
and

{9} The consulttant would assist in the preparation of any bond
prospectus and make recommendations on approprigte debt
coverage on revenue issues.

In order to orovide for Council review of both the request for propusal and
the proposals submitted by potential consultants, acceptance of a contract
for an independent financial consultant shall be by ordinance.

Conclusion

I+ 95 clear from both the July, 1973 and May, 1974, experiences that the Uity
has neither the policy nor the expertise to review and manage City debt on the
basis of informed judgment. The need for both a high level City policy advisory
group and the technical expertise found in the financial community is clear.

The establishment of a Debt Management Policy Advisory Committee and the
retention of an independent financial consultant should enazble the City to
develop and administer a comprehensive debt menagemend policy which serves

the best interests of the Lity.

RYC/mo



'SEATTLE cl; ;

‘MEMORANDUM

o The Honorable John Harris |
LS - Corporation Gounsel \

 'FROMff”7,i;/,A1lan 4, Barris, Jr, {2@%%/?
e ;”Supervisor Leglslatlve Audits and Admvnlstratlon

PROPOSED ORDINANCE FOR THE DEBT MANAGEMENT POLICY AWISOR’:{ COBMT"‘EE: e

It 13 requested that a proposea ordlnance be drafted deflnlng 537 k
yﬁfiif'the dutles and respon51b111t1es of the Deht Management Pollcy Adv1sory
bmmittee for the Gity of Seattle. - Don Stout of your offlce attendua :

a;meeting this morning (6-28~74) and is famlliar with the detallsa:;'f




A Th@ City of Seattle--Lepislative De}j?)?a‘

MR, PRESIDENT:

Your Committee on FINANCE
to which was referved C.B. 25320,

Relating to the horrowing of funds

ent

Date Reported
and Adopted

o 2o s

by the City and estab-

lishing a debt management policy advisory committee in

connention therewith.

RECOMMBHDS THAT THE SAME DO PABE.
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THE ATTACHED DOCUMENT (S SPONSORED FOR FILING WiTH THE CITY COUNCIL BY
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