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STAFF REPORT
SUBJECT:

This staff report covers one proposed ordinance and one proposed motion: 
1) Proposed ORDINANCE 2007-0479 requests that the Council authorize the issuance of new limited tax general obligation (LTGO) bonds in an amount not to exceed $53 million.

2) Proposed MOTION 2007-0480 is a placeholder motion accepting conditions of the sale of the bonds. This motion will be brought back to the full Council to accept the winning bid and to fix the interest rates and other terms of the debt. 


SUMMARY:


Proposed Ordinance 2007-0479 would authorize the issuance of new LTGO bonds to provide 
· $42.5 million to finance the Solid Waste Capital Improvement Program through 2008, 

· $4.1 million to finance the county’s commitment to Passage Point, a joint project with the YWCA and King County Housing Authority, and
· $3.4 million to finance the PeopleSoft/Oracle Upgrade Projects.
Proposed Motion 2007-0480 serves as a placeholder motion that will be brought back to the Council when final details of the bond sale are known. The bond sale is anticipated to take place in November.
BACKGROUND:

Limited Tax General Obligation (LTGO) Bonds
Once a capital project is complete, LTGO bonds (also known as councilmanic bonds) are issued for permanent financing. These bonds include a promise of the full faith and credit of the issuing agency. However, as the term “limited” implies, this promise extends only to the taxing authority of the County without a vote of the people.  Bonds issued with voter approval are referred to as unlimited tax general obligation bonds or simply general obligation bonds.
The proposed bond ordinance includes the Solid Waste Division’s First Northeast, Factoria, and Bow Lake transfer station projects, the Passage Point Initiative, and the PeopleSoft and Oracle Upgrades.  The Council has authorized budget authority or identified planned 2008 expenditures for each of these projects, most notably:
· The 2005 Adopted Budget (Ordinance 15083) authorized expenditure authority of $20,978,000 for the First Northeast Transfer Station. 

· The 2007 Adopted Budget (Ordinance 15652) identified planned 2008 expenditures of $25,561,000 for the Factoria Transfer Station and $50,245,000 for the Bow Lake Transfer Station.
 
· The 2006 Adopted Budget (Ordinance 15333) included expenditure authority of $4,100,000 in the Housing Opportunity Fund for the Passage Point Initiative.  
· Ordinance 15595 (September 2006) authorized a supplemental appropriation of $3,209,785 to the Office of Information Resource Management capital fund to provide funding for PeopleSoft and Oracle upgrades.
ANALYSIS: 

Proposed Ordinance 2007-0479 would authorize the issuance of new LTGO bonds in an amount not to exceed $53 million.  The bond sale is anticipated to take place in November.  Council staff and Office of Management and Budget (OMB) staff determined that the proposed ordinance mistakenly identifies the Network Infrastructure Optimization Project as a project that would be funded by bond proceeds.  The requested bond authority ($53 million) includes this project.  OMB staff indicated that the proposed ordinance should not include references to the Network Infrastructure Optimization Project and the requested bond authority should be reduced to $50 million.  Table 1 below displays the remaining projects that the proposed bond would support.
Table 1
Funding of Projects

	Project Name
	Proposed Bond Funding
	Bond Maturity
	Estimated Annual Debt Service1

	Passage Point
	$4,100,000
	20 years
	$325,000

	PeopleSoft Upgrade
	$2,854,347
	10 years
	$800,000

	Oracle Upgrade
	$355,438
	
	

	1st Ave Transfer Station
	$21,900,000
	20 years
	$3,400,000

	Bow Lake Transfer Station
	$16,852,000
	
	

	Factoria Transfer Station
	$2,158,000
	
	

	
Total
	$48,219,785
	
	$4,525,000

	1 Actual amount will depend on the final terms of the bond.


As noted previously, the Council has already approved the projects shown in Table 1.  However, Council staff has identified several risks to the Passage Point project.  Passage Point is a collaborative proposal between King County, the King County Housing Authority and the Young Women’s Christian Association to redevelop the former the Cedar Hills Addiction Treatment Facility in Maple Valley to create 70 units of housing for individuals (primarily women) exiting the criminal justice system, and their families.  
In addition to issues regarding the facility’s use, permits for operation of the site, and security in the area, the Council has not yet approved agreements for a long-term nominal easement on the property and a purchase and sale agreement that would allow the YWCA to take ownership of the buildings on the property.  These agreements were transmitted to Council on September 27, 2007.  Due to the complexity of the agreements and the short timeframe, Council staff analysis of these agreements has not yet been completed.  
Without finalized legal agreements between the county and the YWCA for use of the property and sale of the buildings, the Department of Community and Human Services (DCHS) will not release county funds and the YWCA will not expend other funds for on-site work.  This is problematic as the YWCA has been awarded $5 million in federal tax credit funding, which requires that at least 10 percent of the project’s capital budget ($1.3 million) must be spent on the project by December 31, 2007 or the funding could be forfeited.  The result is that the tax credit funding could be lost since no capital funds have been expended for the Passage Point project to date.  The YWCA and DCHS indicated on September 28th that the deadline cannot be extended.

Bond counsel advised Council staff that it would not be prudent to include bond authority for a project that may not move forward.  As a result of these issues, the Capital Budget Committee Chair directed Council staff to prepare a striker amendment.  The striker amendment would remove the Passage Point ($4.1 million) from the bond ordinance and reduce the maximum principal amount accordingly.  Office of Management and Budget staff indicated that if the project moves forward in 2008, the DCHS would likely have sufficient fund balance to support the county’s $4.1 million commitment until the next bond issuance in 2008.
As discussed previously, Council staff and Office of Management and Budget staff also determined that the proposed ordinance mistakenly identifies the Network Infrastructure Optimization Project as a project that would be funded by bond proceeds.  The striker amendment would remove references to this project and reduce the maximum principal amount accordingly.
Removing both the Passage Point and the Network Infrastructure Optimization projects from the bond ordinance would reduce the maximum principal amount to $46 million.

Terms of the Bonds

Proposed Motion 2007-0480 would serve as a place-holder motion to be brought forward when the details of the bond-sale are finalized.
REASONABLENESS
As amended, the Proposed Ordinance 2007-0479 would authorize the issuance of $46 million in LTGO bonds to finance the Solid Waste Division capital projects and the PeopleSoft and Oracle Upgrade, without authorizing the issuance of bonds to support the Passage Point or Network Infrastructure Optimization projects at this time.  Authorizing the issuance of $46 million in LTGO bonds appears to be a reasonable business decision.
Proposed Motion 2007-0480 would serve as a placeholder motion with final details to be brought back to the Council when terms of the actual bond sale are finalized. The Council can pass this motion without recommendation as the final details of the sale will not be known until the date of sale. 
INVITED:


Ken Guy, Director, Finance and Business Operations Division

Nigel Lewis, Senior Debt Analyst, Finance Division

Bob Cowan, Director, Office of Management and Budget
Jackie MacLean, Director, Department of Community and Human Services
ATTACHMENTS:
1. Striking Amendment S1 to Proposed Ordinance 2007-0479

2. Title Amendment T1 to Proposed Ordnance 2007-0479

3. Striking Amendment S1 to Proposed Motion 2007-0480

4. Proposed Ordinance 2007-0479
5. Proposed Motion 2007-0480
6. Transmittal Letter

7. Fiscal Note

� The proposed bond funding differs from the figures identified in the budgets because the bonds may only cover near-term cash flow needs.  Some project costs will be covered by Solid Waste Division rates via transfers from the operating fund to the capital fund.  OMB staff indicated that the $2,158,000 included in the proposed bond issuance for the Factoria transfer station is based on a June 2007 flexible budgeting request, which moved $2,217,000 from a contingency project into the Factoria Transfer Station project.
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