Ordinance supplementing the Pittsburgh City Code Title Two—Fiscal, Article I—Administration by adding Chapter 202—Debt Managment Policy to ensure responsible issuance and management of City debt. 
Be it resolved by the Council of the City of Pittsburgh as follows:
Section 1.
The Pittsburgh City Code Title Two—Fiscal, Article I—Administration is hereby supplemented by adding Chapter 202—Debt Managment Policy to ensure responsible issuance and management of City debt, as follows: 
CHAPTER 202: - DEBT MANAGEMENT POLICY
§ 202.01 – DEFINITIONS
(a). ARBITRAGE refers to investment earnings representing the difference between interest paid on bonds and the interest earned on securities in which bond proceeds are invested.
(b). CALL refers to actions taken to pay the principal amount of the bonds prior to the stated maturity date, in accordance with the provisions for “call” stated in the proceedings and the bonds.
(c). CAPITAL PROJECT is any project funded by public monies, or proposed to be funded by public monies, to build, restore, retain, or purchase any equipment, property, facilities, programs, or other items, including buildings, park facilities, infrastructure, information technology systems, or other equipment that is funded on a necessarily non-repeating, non-indefinite basis and that is to be used as a public asset or for the public benefit.

(d). COTERMINOUS refers to any entities sharing a common boundary.
(e). COVERAGE is the margin of safety for payment of debt service, reflecting the number of times by which annual revenues either on a gross or net basis exceed annual debt service.
(f). DEBT SERVICE is the principal and interest.
(g). FINANCIAL ADVISOR is a professional who provides advice to issuers and obligated persons regarding municipal bond offerings, derivatives transactions, guaranteed investment contracts, and the investment of municipal bond proceeds.
(h). GAP FINANCING is short term debt issued to manage the timing mismatch between general fund revenues and expenditures during the year.
(i). MATURITY is the stated date on which all or a portion of the principal amount of a security is due and payable.

(j). SINKING FUND is a fund established by a government agency or business for the purpose of reducing debt by repaying or purchasing outstanding loans and securities held against the entity.
§ 202.02 – FINANCIAL ADVISOR

(a). City Council shall have the authority to enter into contract with a certified financial advisor who shall provide professional assistance and analysis of any prospective debt issue.

(b). The financial advisor shall provide to Council a detailed assessment of any prospective debt issue in advance of Council’s approval of the issue.

(c). The assessment of the financial advisor shall be read, received, and filed by Council and made public within thirty (30) days of its receipt.
§ 202.03 – AUTHORITY, SCOPE AND OBJECTIVES
(a). Introduction

1. The City of Pittsburgh (the City) shall have the ability to issue public debt appropriately and advantageously and in response to ongoing capital needs of the City and its agencies.

2. The City recognizes that the foundation of a well-managed debt program is a comprehensive debt management policy.  The following policy exists to establish parameters and provide guidance governing the issuance, management, evaluation, and reporting of debt obligations.
3. From time to time this policy shall be reviewed and amended as necessary by City Council.  Any whole numbers included in this policy shall be tracked to inflation and the City Clerk shall have the authority to amend these numbers as is appropriate.
(b). Authority
1. The City’s authority to issue debt comes from the Code of the State of Pennsylvania, § 15.5-501, which states that among City Council’s powers are the ability to issue debt.

2. All debt shall be issued in accordance with all applicable federal, state, and city requirements governing the issuance of public debt.
(c). Scope

1. This debt policy applies to debt issued by the City or on behalf of the City by its agencies.  The use of the term “City” in this policy shall include the City and its agencies only when debt is secured by the general credit of the City.
(d). Objectives

1. To ensure that financial decisions made today by the City do not have an adverse impact on future citizens.
2. To maintain or improve the City’s credit ratings, lowering the costs of borrowing through sound debt issuance practices.
3. To maintain financial flexibility now and for future citizens.

§ 202.04 - Structural approach to debt management
(a). Debt financing shall be restricted to major non-recurring items.  Debt is to be used to fund capital projects necessary for the health and well-being of City residents when no other mechanism is available.

(b). Debt may be issued under some or all of the following circumstances:
1. Estimated future revenue is sufficient to guarantee the debt obligation;

2. Other financing options have been explored but are deemed unsuitable;
3. A capital project is mandated by federal or state authorities with no other funding option available;
4. Debt issuance is preferable to pay-as-you-go funding due to the expected useful life of the project;
5. In order to distribute the cost of capital projects over time to ensure that one group of taxpayers does not shoulder the entire financial burden.

(c). Debt financing shall be targeted for projects with significant capital expenditures and shall not be used to fund day to day operations of the city, with the exception of gap financing.

(d). Given that bond issuance costs add to the total interest costs of financing, bond financing should not be used if the aggregate cost of projects to be financed by the bond issue does not exceed $1,000,000.

(e). The city should develop a coordinated communication process with all other coterminous issuers concerning collective plans for future debt issues.
(f). Principal amortization should generally be structured to reach a target of 50% of outstanding principal scheduled to be repaid within the first half of the life of the issuance, thus providing financial flexibility and debt capacity in future years.

§ 202.05 – PERMITTED DEBT BY TYPE
(a). Long term debt
1. General obligation
A. General obligation debt pledges the city’s authority to raise unlimited revenues, thus it should be issued for projects that benefit the city.
B. Any project proposed for financing through general obligation debt shall be accompanied by an analysis of the future operating and maintenance costs of the project.
C. The term of the bonds must be no longer than the useful life of the project.  The city will strive to keep the average maturity of general obligation bonds at or below 20 years.

2. Revenue bonds
A. Revenue bonds may be issued to fund capital improvements related to enterprise functions or for projects supported by discrete revenue sources.  They are designed to be supported through user fees or earmarked receipts. 
B. Revenue bonds issued by the City shall have a bond coverage ratio of at least 1.25

3. Capital leases
A. Debt payable for the purchase of and secured by specific capital equipment shall not exceed the life years of the equipment being leased.

(b).  Refunding debt

1. Refunding opportunities should be monitored on an ongoing basis for potential savings.  A present value analysis should be prepared to analyze the potential savings versus the costs of refinancing. 
2. To proceed with any refinancing, the present value savings should be at least 3% of the principal amount of the refunding debt, including the costs of the refinancing issue.  For each individual maturity being refunded, the individual present value savings should be at least 1%.
3. For all refundings, maturities should not extend beyond the final maturity of the refunded bonds and savings should be taken on a level basis for the life of the debt.
4. The City must carefully consider the benefits and opportunity costs of an advance refunding, since it is only permitted one tax-exempt advance refunding.

(c).  Short term debt
1. Tax and Revenue Anticipation Notes, short term notes secured by a pledge of taxes and other general fund revenues, must be repaid in full by the end of the fiscal year in which they are issued.
(d).  Derivatives
1. Derivative agreements are to be entered into with extreme caution and only after due diligence has been transparently taken.
2. City Council shall defer to the advice and expertise of the financial advisor on any derivative agreements prior to approving them.

§ 202.06 - Debt structuring
(a).  Fixed or variable
1. The city’s debt portfolio may be comprised of both fixed and variable rate debt.  In general the city will issue fixed rate debt, where interest rates are fixed and predictable throughout the life of the bonds.  
2. In certain circumstances variable rate debt may be determined to be appropriate.  Such circumstances include:
A. A hostile fixed-rate marketplace
B. Uncertainty or variability in the amount of annual revenues for debt service
C. Potential for quick repayment of debt
3. Variable interest rate exposes the city to interest rate risk over the life of the bonds.  The city should cap the amount of unhedged variable rate debt at a level not exceeding 10% of all debt outstanding.
4. The city may employ risk mitigation factors on variable rate debt to best fit the city’s long term debt structure.

(b).  Taxable or tax-exempt
1. In order to reduce interest expense, the city shall issue tax-exempt debt wherever possible.  However, the city reserves the right to participate in taxable financing should it be advantageous.  

(c).  Credit enhancement
1. For all issuance, the city shall determine the cost-effectiveness of credit-enhancement features.

(d).  Maturity structures
1. Debt should generally be limited to serial and term maturities but can be sold in the form of capital appreciation bonds (CABs) or other forms as warranted by market conditions, provided the overall debt service for the bond issue is still level.

(e).  Method of sale
1. The Director of Finance will select the method of sale based on market conditions, type of debt being issued, and structure of the overall portfolio.  In general, debt issuance will fall under one of three categories:
A. Competitive sale- Bids are marketed to a wide audience of investment banking firms.  Their bids are submitted at a specified time.  The underwriter is selected based on the best bid for the securities.
B. Negotiated sale- The city selects an underwriter or underwriting syndicate for its securities in advance of the sale.  The issue is brought to market by the city and its underwriter.  The city will determine compensation and liability of each underwriter employed.
C. Private placement- The city sells its bonds directly to a limited number of sophisticated investors. This method of sale is usually reserved for a higher risk issuance.
2. Debt will be issued by competitive bid unless deemed necessary to do otherwise in order to minimize the costs and risks of a debt issuance.

(f).  Call provisions
1. Call features shall be evaluated for each bond sale to enhance marketability of the bonds or increase flexibility through early redemption.  The potential for additional costs in the form of call premiums and higher interest rates should be evaluated.
2. Sinking fund provisions may also be included if they are deemed appropriate for the issue.

§ 202.07 - Capacity TARGETS on debt
(a).  Debt will be issued targeting the following:
1. Net general obligation bonded debt as a percentage of market value of taxable property should not exceed 8%.
2. Debt service expenditures and long term obligations as a percentage of general governmental expenditures should not exceed 15%.
3. In the event that the city issues pension obligation bonds (POBs) to cover long term liabilities. Tax supported debt service minus the debt service on POBs as a percentage of governmental expenditures should not exceed 10%
§ 202.08 - Investment of bond proceeds
(a).  The city will maintain appropriate records in accordance with all federal, state, and local regulations.
(b).  The city will structure and time its bond issues such that the investment of bond proceeds will minimize any arbitrage liability.
(c).  Where appropriate, the city will use state and local government securities when investments are placed in escrow.

§ 202.09 - Continuing disclosure

(a).  The city will comply with SEC Rule 15c2-12 which requires an annual filing with the MSRB’s Electronic Municipal Market Access, which provides financial information and operating data relevant to investors in City obligations.

(b).  The city shall keep a line of communications open with the rating agencies, informing them of major financial events in a timely manner.

§ 202.10 - Ethics and Prudence

(a).  Debt shall be issued with judgement and care-under circumstances then prevailing- which persons of prudence, discretion and intelligence exercise in the management of their own affairs. 
(b).  Officers and employees involved in the debt issuance process shall refrain from personal business activity that could conflict with proper execution of the debt program, or which could impair their ability to make impartial debt issuance decisions.

(c).  Employees and debt issuance officials shall disclose any material financial intersts in financial institutions that conduct business within this jurisdiction, and they shall further disclose any large personal financial positions that could be related to the city’s debt portfolio
