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SUBJECT

Proposed Ordinance 2017-0102 would authorize the Executive to issue $54.6 million in Limited Tax General Obligation Bonds (LTGO) to provide long-term funding for a series of projects previously approved by the King County Council. 

SUMMARY

King County periodically issues LTGO bonds to fund long-term capital projects. Over the last year and during the 2017-2018 biennial budget[footnoteRef:1], the Council has approved a series of projects that were expected to be funded with long-term debt. This ordinance would provide the authorization for the Executive to issue the debt necessary to fund those projects.  [1:  Ordinance 18409] 

 
BACKGROUND 

King County typically uses three types of long-term debt instruments: 

1. Unlimited Tax General Obligation Bonds (UTGO).  This debt is payable from voter-approved tax levies.  The outstanding Harborview Medical Center bonds are an example of current UTGO bonds issued by the County. These bonds are expected to be retired by 2020.

1. Limited Tax General Obligation Bonds (LTGO).  These bonds are backed by the full faith and credit of the County that is not subject to voter approval.  These bonds can be issued by the County without voter approval and are the bonds typically being referred to when discussing the County’s credit rating.  Although ultimately pledging general fund revenues, LTGO debt is often also issued for the benefit of other funds that can document sufficient future revenues to pay the debt service.  This is the most common county debt issuance and King County typically has several LTGO bond sales each year. 

1. Revenue Bonds.  Revenue bonds are those backed by revenues by a particular source and are not backed by the full faith and credit of the County.  Typically these bonds are only used by major county funds with a long-history of successfully borrowing and repayment, and dedicated revenue streams.  The Wastewater Treatment Division is the only county agency that regularly uses revenue bonds. 

Proposed Ordinance 2017-0102 would authorize the Executive to sell LTGO bonds to provide permanent financing for previously approved projects. 

ANALYSIS

As previously noted, previous appropriation ordinances including the 2017-2018 biennial budget (Ordinance 18409) included a number of projects that were targeted for long-term financing. No new spending decisions would be made through this ordinance; rather, this ordinance would put into place permanent financing to support projects previously approved by Council. Table 1 below identifies the projects to be funded with this ordinance: 

Table 1: Projects Proposed to be Funded by 2017-0102
	Project
	Cost in $millions

	Courthouse Electrical Project
	11.7

	DPD Space Consolidation
	10.0

	Dolan Interest Est
	10.5

	BRC BI Analytics
	9.4

	Jail Management System
	4.3

	Elections Tabulations
	2.9

	FMD Asset Management
	2.5

	Energy Efficiency Projects
	1.8

	Allowances for Issuance Costs
	1.5

	Total
	54.6




LTGO bonds are typically issued for up to 20 years, but will not be issued for a period of time that exceeds the expected useful life of the asset being funded with debt. In the chart above, some projects like the Courthouse Electrical Project and DPD space consolidation are expected to have long useful lives while other projects like energy efficiency and software project have much shorter useful lives. When the Executive goes to market and sell the bonds there will likely be a mix of durations for the debt and Council staff will review the bond sale results to assure the sale complies with the Debt Management Policy. 

The bond sale would need to be approved by the County Council on the day of the sale, which is currently expected to occur in July or August 2017. 

ATTACHMENTS

1. Proposed Ordinance 2017-0102 (and its attachments)
2. Transmittal Letter
3. Fiscal Note
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1. Ken Guy, Director, Finance and Business Operations Division
2. Nigel Lewis, Senior Debt Analyst, Finance and Business Operations Division
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