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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:

June 19, 2007
TO:



Mayor and Councilmembers

FROM:


Administration Division, Finance Department

SUBJECT:

Response To The Santa Barbara County Civil Grand Jury Report Entitled “Certificates Of Participation In Public Finances: Is More Scrutiny Needed?”
RECOMMENDATION:
That Council authorize the City Administrator to forward to the Santa Barbara County Civil Grand Jury the City’s response to the Grand Jury’s report on the use of Certificates of Participation in public finance.
DISCUSSION:
The 2006-2007 Santa Barbara Civil Grand Jury issued a report entitled “Certificates of Participation in Public Finances: Is More Scrutiny Needed?” The City received the report on March 26, 2007. The City has 90 days to submit a response. A copy of the Grand Jury report is on file in the City’s Council’s reading file and available for public review in the City Clerk’s office. The City’s response is attached to this agenda report.
In summary, the Grand Jury questions whether the use of certificates of participation (COP), as a non-voter approved financing mechanism, is appropriate, whether there are adequate controls in place and whether the required public noticing procedures provide the public with adequate opportunity to comment on both the issuance of COP and the specific projects to be financed.

The City’s response as drafted by staff states that the judicious use of COP is a completely appropriate financing mechanism available to local governments. The issuance of COP is already a highly regulated and very structured process governed by extensive federal and state laws and regulations, as well as the fiscal discipline and constraints imposed by the investment community that purchases the City’s COP.
Further, staff believes that the existing public noticing requirements, including one or more publicly noticed Finance Committee and City Council meetings, provide the public with ample notice and opportunity to comment on both any proposed issuance of COP as well as the capital projects proposed to be financed. The City’s response also notes that, almost without exception, all COP-financed capital projects were taken from the City’s Six-Year Capital Improvement Plan (CIP). The CIP itself is subject to an extensive public review process including a review by the Finance Committee and of all Enterprise Fund capital projects by one or more of the City’s various boards and commissions.

Finally, the City’s response notes that all but one of the City’s outstanding COP are for Enterprise Funds. As such, each proposed Enterprise Fund COP issue is also carefully reviewed by the appropriate board or commission, including a review of the projects to be financed and the anticipated impact on budgets and rates.
In summary, staff does not concur that there is a problem with the City’s very limited use of COP or our public noticing procedures, all of which comply with all applicable federal, state and local laws.
ATTACHMENT:
City’s Response to the Santa Barbara Civil Grand Jury Report Entitled “Certificates of Participation in Public Finances: Is More Scrutiny Needed?”
SUBMITTED BY:
Robert D. Peirson, Finance Director

APPROVED BY:
City Administrator's Office
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