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STAFF REPORT
SUBJECT:
This proposed ordinance would establish an Investment Pool Advisory Committee.

BACKGROUND: On June 16, 2008 the King County Council passed Motion 12796.  This motion concerns the King County Investment Pool and the report and recommendations of the King County Investment Pool Advisory Panel (the Panel).  The Panel was created by the Council in 2007 to review the policies, procedures, systems and practices of the Investment Pool to identify what should be revised or updated to deal with an increasingly complicated financial market.

The King County Investment Pool (approximately $4 billion in size) is operated and managed by the Finance and Business Operations Division of the Executive Services Department and includes all invested County funds as well as the funds of approximately one hundred other local governmental agencies.  Legal investments for the Pool are prescribed by State law to include US Treasury securities, US government agencies’ securities, certificates of deposit, repurchase agreements, commercial paper and local government bonds.  

The County charges a fee to the Pool members for such advantages as higher returns on investments and liquidity management.
The joint legislative and executive branch investment pool work group
 created by 
Motion 12796 has been reviewing the Panel report and has done its own work since July.  The Work Group’s report was transmitted to the Council on October 3, 2008.

The report discusses the following issues:

· Investment Pool Vision/Goals

· Investment Pool Infrastructure

· Investment Pool Governance

This ordinance would address the issue of investment pool governance.  The Panel among other issues noted that the investment pool participants “do not have an adequate understanding of the investment pool’s goals, risks and performance.  [The] participants do not engage until they perceive a problem.”  
The Panel recommended that participants be formally included in the governance structure through the creation of an independent board or the expansion of the Executive Finance Committee.

The Work Group report noted five options for the Council to consider with regard to governance.  They are:

1.  Ask the Legislature to approve a new statute that would create an investment pool board.

2.  Seek an amendment to RCW 36.48.070 to allow for a change in membership of the county finance committee.  Amend the King County Code.

3.  Form an investment pool advisory committee consisting of representatives of the various pool members.  This group would advise the EFC but the final decision making would still rest with the EFC. 
4.  Without making any changes to State law or the King County Charter, provide the opportunity to Investment Pool members to have non-voting membership on the Executive Finance Committee.  This would likely require a King County Code amendment.  This approach would be problematic since the EFC has responsibilities other than investment pool direction and policy setting.
5.  Maintain status quo.

ANALYSIS:  While options 1 and 2 would given pool participants a vote with regard to investment pool policies, both involve seeking action from the State legislature.  Option 2 would change RCW 36.48.070 which sets the membership of the county finance committee for all thirty-nine counties as the elected treasure, elected auditor and chair of the county commission.  King County has designated the executive finance committee as the county finance committee since King County operates under a charter and does not have the same elected officials as other counties.  While not researched by staff, presumably the other charter counties have provided for a similar county finance committee.
Option 3 is the course of action that would be taken by adoption of this ordinance.  A formal advisory committee would be formed with representation for all members of the pool.  Representatives would be nominated to represent the school districts (two), the fire districts (one), water and sewer districts (one), County funds (two), and at large (two).  There would also be a private citizen who is also a financial expert.  The tenth member would be a standing position for the treasury manager in the Finance and Business Operations Division.  The school, fire, water and sewer members of the  committee would be appointed by the County Executive from nominations provided by those member districts.  The other members would be nominated by the Executive Finance Committee.
This committee would be given broad powers to govern their own work.  Their primary function would be to advise the Executive Finance Committee on that body’s agenda.

Option 4 as noted above would be somewhat problematic.  Inclusion of non-county representatives on the EFC would mean that they would be considering policies that are strictly King County issues only.  And, option 5, staying with the status quo, would not make any progress at all toward increased inclusion of the pool members in the pool policy process.

REASONABLENESS:  Adoption of Proposed Ordinance 2008-0536 would constitute a reasonable policy action by the Council that would extend a significant advisory role to the other local governments in King County that participate in the investment pool.  While State law grants to the County the full responsibility for managing the pool, the County would benefit greatly from having representatives of these other local governments taking a more active role in the pool’s affairs.  

INVITED:

· Ken Guy, Manager, Finance and Business Operations Division, Office of Executive Services

· Bob Cowan, Director, Office of Management and Budget

ATTACHMENTS:


1.  Proposed Ordinance 2008-0536

� The Interbranch Work Group included as members Ken Guy, Director of the Finance and Business Operations Division of Executive Services, Saroja Reddy, Policy Staff Director for the King County Council, William Nogle, Lead Staff to the Operating Budget Committee of the King County Council, Bob Cowan, Director of the Executive’s Office of Management and Budget, Cheryle Broom, King County Auditor, Pete Anthony, Chief Accountant in the Finance and Business Operations Division, and Hall Walker, Economist in the Office of Management and Budget.  Also participating in the work were Pat Hamacher, Council Staff, and Larry Brubaker, Senior Management Auditor , County Auditor’s Office.
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