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Date:           
   May 28, 2008
Proposed No.:      2008-0305



Prepared By:  Mamie Marcuss
Staff Report

Subject:  
A MOTION acknowledging receipt of the King County Investment Pool Advisory Panel’s Report on the King County Investment Pool.
Summary:
Last fall, the Council created the King County Investment Pool Advisory Panel to conduct a comprehensive review of the investment pool. The Advisory Panel has completed their review and submitted their report to the Council. Today, the Advisory Panel will brief the Committee on the report’s findings and recommendations.
Proposed motion 2008-0305 would acknowledge receipt of the Advisory Panel’s report.
Background:  King County Investment Pool
The King County Investment Pool was created in 1989 to enable King County agencies to invest financial reserves. In 1995, the County extended investment pool membership to public authorities within the County (with the exception of incorporated cities). Today, nearly 100 non-County participants, including school, fire, sewer, water, and other districts, have joined the investment pool via inter-local agreements with King County. For the majority of these participants, King County serves as their ex-officio treasurer.
Depending on the flow of tax revenues, the investment pool holds between $3.5 and $5 billion. As of April 22, 2008, the balance was $3.96 billion. In accordance with state law, funds are invested in low risk, highly rated fixed income securities including U.S. Treasuries, U.S. Federal Agencies, and municipal bonds. According to the County’s investment policies, the investment pool seeks to attain a market rate of return for pool members, while preserving and protecting each member’s capital.
King County Investment Pool Advisory Panel: 
Recent conditions in the financial credit markets led to uncharted territory for the investment pool, and four of the pool’s asset-backed commercial paper holdings became impaired between August 2007 and January 2008: 
· Mainsail II LLC 

$53.5 million
· Rhinebridge LLC

$50.0 million
· Cheyne Finance

$50.0 million
· Victoria Finance LLC
$53.3 million
While highly rated at the time of purchase, all four of these investments defaulted, and the County is currently involved in restructuring negotiations to determine how investors will recover the value of their investment.
In light of these developments in the financial markets, the Council created the Investment Pool Advisory Panel via Motion 12595 in October 2007. This three member panel was charged with conducting a comprehensive review of the Investment Pool, ensuring that the pool’s current policies, structures, and systems were sufficiently robust to handle today’s challenging market conditions. Specifically, the panel was charged with examining the Investment Pool’s investment goals, policies, portfolio, as well as its membership, management, and governance structures.
Advisory Panel’s Members:

In November, the Council passed Motion 12631, appointing three financial experts to the Advisory Panel:

· John Rose, chair: Mr. Rose is the former Chief Executive Officer of Seattle-Northwest Securities Corporation, the region’s largest underwriter of bonds. He is also the chairman of the board of trustees for the Nature Conservancy’s Washington State chapter, and he served as the King County Budget Director in the early 1980s. He is the current Mayor of the Town of Beaux Arts Village and a member of the Board of Directors of McAdams Wright Ragen brokerage firm.  


· John Dobrowolski: Most recently, Mr. Dobrowolski was the Senior Vice President and Division Executive of Market Risk for Washington Mutual. He has also worked as a Portfolio Manager for GE Financial Assurance, a Financial Risk Management Specialist for the International Finance Corporation, a member of the World Bank Group, and Vice President of Structured Products for Greenwich Capital, a unit of the Royal Bank of Scotland. He has over 30 years of experience in capital markets, derivatives, risk management, and portfolio management. 

· Mary Ellen Mullen: Ms. Mullen is a Principal at Bridgebay Consulting LLC. She provides investment consulting services to institutions, focusing on treasury, endowment/foundations, and retirement plans.  She has over twenty-five years of institutional investment experience including research, trading, portfolio management, client service, and sales at Loomis Sayles, Seafirst/ Bank of America/ Seattle Capital Management, and Wells Fargo/ Wells Capital Management. She is a member of the Investment Committees of the Pacific Science Center and the City of Bellevue. 
Advisory Panel’s Review:

Beginning in December 2007, the panel held bi-weekly meetings, totally over 50 hours of research, to carry out its task. To conduct their research, the panel held a series of fact findings briefings with members of the Executive Finance Committee, Finance and Business Operations Division staff, Council staff, and a number of investment pool participant representatives. Additionally, the advisory panel reviewed written records, consulted with outside sources, and relied on its member’s own professional expertise.  
Advisory Panel’s Report:

The Advisory Panel has completed its review and compiled its findings and recommendations into a 75 page report to the King County Council. 

The Advisory Panel members are here today to present the Committee with a summary of their report and to answer any questions that the Committee may have at this time. 

Proposed Motion 2008-0305:
The proposed motion would gratefully acknowledge receipt of the Advisory Panel’s report on the King County Investment Pool and thank the Advisory Panel for their service to the citizens of King County. 
Invited: 
Jim Buck, Director, Department of Executive Services
Ken Guy, Director, Finance and Business Operations Division (FBOD)

Bob Cowan, Director, Office of Management and Budget
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