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COMMITTEE ACTION
On June 15, the Budget and Fiscal Management Committee approved Proposed Substitute Ordinance 2010-0330, as amended, with a “do pass” recommendation; approved Proposed Ordinance 2010-0331 with a “do pass” recommendation; and approved Proposed Motion 2010-0332 with a “do pass” recommendation.

SUBJECT

Proposed Ordinance 2010-0330:  An ordinance amending the 2010-2011 biennium Road Services Division budget and capital improvement program relating to the South Park Bridge.

Proposed Ordinance 2010-0331:  An ordinance authorizing the issuance of up to $31 million in bonds to finance a $30 million County share for the South Park Bridge Replacement project. 

Proposed Ordinance 2010-0332:  A motion accepting a bid for the purchase of these bonds.
SUMMARY
The aging South Park Bridge carries approximately 20,000 vehicles per day and is an important freight route across the Duwamish.  Because of its deteriorating condition, the Bridge will close on June 30, 2010.  County efforts to fund a replacement bridge have been frustrated by the high cost – an additional $130 million is needed for the project.  Securing funding for the replacement bridge is a Council priority identified in Governance for the Twenty-First Century – 2010 Priorities for King County Government (Motion 13202, Council Action to Enhance Mobility for People, Goods and Services #8.05).
This South Park Bridge legislative package was transmitted on June 1, 2010 and the BFM Committee heard a high-level overview on June 8, 2010.  The intent of this legislative package is to establish a County commitment of $30 million for the Bridge project.  To this end, the package authorizes the County to issue $31 million worth of bonds to finance the $30 million contribution.  Annual debt payments over 20 years are estimated at $2.5 million.  To free up funds for the first five years of debt payments (2011-2015), 13 projects are deleted from the Roads Capital Improvement Program (“CIP”).
With a total funding need of $130 million to build a replacement Bridge and demolish the existing Bridge, the Executive regards a firm County commitment of $30 million as an essential first step in assembling a funding package.  With this commitment in place, the Executive plans to leverage other contributions to the project.  A key component of the overall funding package is a grant request for up to $40 million from the second round of the federal Transportation Investment Generating Economic Recovery (“TIGER”) program.  The preliminary application for the TIGER II grant is due July 16, and the final application is due August 23.  The balance of funds is expected to come from partners, including the State, the Port of Seattle, the City of Seattle, other federal grants, business and others.  Potential partners have advised the Executive that a firm County funding commitment is an essential precondition for their decisions to contribute to the project.  The Executive’s goal is to secure commitments from local partners by June 30, the closure date for the existing bridge.
This staff report discusses the ordinances and motion in sequence, addressing the broader issues that bear on this policy decision.

ROADS CIP RESTRUCTURING

Proposed Substitute Ordinance 2010-0330 would revise the 2010-2015 Roads Capital Improvement Program (“CIP”) to add $2.5 million per year for the debt payments and eliminate funding for 13 other projects.  These changes are specific to implementing the South Park Bridge replacement as a critical County priority project.  The changes to the CIP are listed in Attachment A to the proposed ordinance.

In October, the Executive is expected to transmit a supplemental to the 2010-2011 King County Department of Transportation (“KCDOT”) biennium budget.  The supplemental will be linked to adoption of the Strategic Plan for Road Services (“SPRS”), also to be transmitted in October.
The SPRS process has already found that projected future year funding is far short of the amount needed to maintain existing Road Services Division roads, bridges, and other assets.  SPRS is now identifying options for managing a long-term deterioration of assets under different revenue scenarios.  When transmitted later this year, it will allow the Council to evaluate a range of Roads funding levels and the services that can be provided given these different spending levels.  It is possible that many CIP projects will be deleted or scaled back.  The 2012-2013 biennial Roads budget will provide another opportunity to revisit the CIP.  This budget should more fully reflect and incorporate policy guidance from the SPRS.  It will also provide the most up-to-date assessment of critical project needs, including bridges, hazardous road locations, and maintenance needs.

Proposed Ordinance 2010-0330 is designed to restructure the current adopted CIP to leverage contributions from other agencies, spread out County costs over a 20-year period, and allow for completion of this priority project even in this difficult funding environment.
800201 CIP Bond Debt Payment (Countywide)

	
	2010
	2011
	2012
	2013
	2014
	2015
	Total

	Adopted 
	$3,700,000
	$7,163,000
	$7,163,000
	$7,163,000
	$7,163,000
	$7,163,000
	$39,515,000

	Proposed
	0
	$2,500,000
	$2,500,000
	$2,500,000
	$2,500,000
	$2,500,000
	$12,500,000

	New Total
	$3,700,000
	$9,663,000
	$9,663,000
	$9,663,000
	$9,663,000
	$9,663,000
	$52,015,000


The CIP Bond Debt Payment project houses the annual debt service on bonds issued for Roads CIP projects.  The 2010 payment of $3,700,000 is for the first Roads CIP bonding of about $40 million, with the final annual payment due in 2016.  The current budget includes a $3,463,000 increase in debt payments in 2011, which is related to bonds for the Novelty Hill Road, Phase I project (CIP #100992).  With the South Park Bridge bonding added in, the annual increase is $5,963,000.  Debt payments will remain in the range of $10 million annually for six years.  Beginning in 2017, the annual debt payments would return to approximately $6 million per year, as the first Roads CIP bonding would be retired.
The annual debt payments from the Novelty Hill Road and South Park Bridge bonds could be lower.  These annual payments assume a 4.5 percent interest rate on 20-year bonds.  If the actual interest rate is lower, or if some of the bonds qualify for federal debt payment subsidies, the County’s annual debt payment would be lower.  In the current economic climate, many transportation projects have had lower than expected bids.  Nonetheless, it is also possible that either project might cost more than expected, potentially affecting the amount of bond funding needed and resulting in different debt payment costs.
Proposed Ordinance 2010-0330 does not amend the two South Park Bridge projects in the Roads CIP. The South Park Bridge Replacement Project (CIP #300197) has a 2010 appropriation of $126.7 million that cannot be expended or encumbered until the Council has approved a funding plan for the project by motion.  Section 1 J of Proposed Ordinance 2010-0330 states that the Executive intends to submit this motion later in the year, after the TIGER II competition results are known, if the application is successful.  

The South Park Demolition Project (CIP #300610) has an appropriation of $8,638,000 in 2010-2011 and $17,486,000 in 2015.  Some of the demolition costs are double-counted in both projects and will ultimately need to be adjusted.  The County has applied to the State for a grant to cover some of the demolition project costs; according to RSD staff, this request will only be evaluated in the context of the total funding package.  Future Roads budget ordinances will provide opportunities to align the replacement and demolition appropriations and eliminate any duplication. 

Amendment – the Committee approved a technical amendment to Proposed Ordinance 2010-0330 correcting references to the federal TIGER II grant program and the $31 million bond sale.
APPROVAL OF $31 MILLION BOND SALE
Proposed Ordinance 2010-0331 would authorize the Executive to issue up to $31 million in Limited Tax General Obligation (LTGO) bonds to finance a $30 million County share of the South Park Bridge project. The property tax collections from the unincorporated area levy would be used to retire the annual debt service payments on the bonds.  The current estimate is approximately $2.5 million per year with a term of 20 years.
Section 12 of the proposed ordinance creates the “South Park Bridge Replacement Subfund” within the Road Construction Fund.  The Finance Director will determine how much of the sale proceeds shall be deposited in this Subfund to provide long-term financing for the project.

Table 1.  Key Dates for South Park Bridge Replacement
	Date
	Activity

	June 30, 2010
	South Park Bridge closes

	July 16, 2010
	Pre-application deadline for TIGER II grants

	August 23, 2010
	Final application deadline for TIGER II grants

	October 2010
	TIGER II grant awards announced

	October-November 2010
	Executive transmits motion to approve funding plan and release the 2010 appropriation for CIP #300197 

	December 16, 2010
	WSDOT financial approval

	January 4, 2011
	Federal aid number granted

	January 11, 2011
	Advertise

	March 8, 2011
	Bid award

	March 28, 2011
	Notice to proceed

	First Quarter 2011 - ?
	Sell $31 million in bonds to finance $30 million County share

	April 7, 2011
	Start construction

	November 28, 2013
	End construction


The Road Services Division staff has indicated that the bond sales could take place in the First Quarter of 2011.  Until the complete funding packing is approved, there will be uncertainty about the timing of each partner’s contribution and any requirements that apply to it.  Because of the unique nature of this project funding effort, the policy decision to approve the $31 million in bonds necessarily must take place before a detailed expenditure plan can be prepared.  It is thus possible that the County might be able to sell bonds later in the project construction phase, if initial cashflow requirements can be met by other contributions.  Selling bonds later allows the sale amount to be aligned more closely with the actual project costs.  In such cases, the amount of bonds sold can be adjusted if, for example, there is a cost overrun.  The bond sale timing of this transaction, while different, does provide for regional partner certainty and as such is a beneficial component of the overall project funding.
Proposed Motion 2010-0332 is a placeholder motion that ultimately will be used to accept the purchase of the bonds on the day of the sale. This motion is currently blank in many areas, because the details of the bond sale are not yet known.  The Committee may want to pass this item without recommendation, as is customary. The item can then hold its place on the Council calendar until an actual sale occurs.
REASONABLENESS

Recognizing that this legislative package offers a mechanism for the County to leverage local, regional and federal contributions to accomplish the high priority replacement of the South Park Bridge, approval of these two ordinances and one motion constitutes a reasonable business decision.[image: image1.png]
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