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January 25, 2010
The Honorable Bob Ferguson
Chair, King County Council

Room 1200

C O U R T H O U S E 

Dear Councilmember Ferguson:
The enclosed legislation would establish and implement a program of financing for the county’s Accountable Business Transformation (ABT) project, which is currently budgeted at a total cost of approximately $77.5 million. 

This program, which is consistent with adopted county financial plans, would involve the issuance of consecutive series of 1-year limited tax general obligation (LTGO) bond anticipation notes (“BANs”) to provide interim financing for the ABT project until long-term fixed rate LTGO bonds are issued to provide permanent financing upon the final completion of the project.  The long-term bonds would likely be issued in late 2013, commensurate with the majority of the project concluding in 2012 and activities tied to the new budget system and decommissioning of the legacy system carrying over into 2013. 

The principal advantage of using BANs to provide interim financing for the ABT project as opposed to issuing fixed rate bonds upfront is to postpone incurring debt service until the time when the county will benefit from the significant cost savings that are expected to be generated from the implementation of the new systems.  This is consistent with the rationale for the county’s use of BANs to provide interim financing for various large facilities projects earlier this decade.
Additional benefits of using BANs to provide interim financing are that the interest rates on 
1-year BANs are currently significantly lower than those on bonds and that they provide added flexibility to finance the actual costs for the ABT project when the project is at or near completion.
Since a BAN authorization has to also authorize the ultimate issuance of bonds (i.e. the bonds that the BANs are “anticipating”), we are requesting a total of $85 million in this financing legislation.  The reason the $85 million exceeds the $77.5 million budget estimate of the ABT project is because it takes into account the estimated costs of issuing at least two series of 
1-year BANs before the final long-term bonds are issued.  The additional amount requested is intended to cover the issuance costs on the two series of BANs and the long-term bonds, the capitalized interest on the two series of BANs, and to allow for the possibility that underwriters of the final bonds may propose that the bonds be issued at a discount, depending on interest rates at the time.
The ordinance delegates authority to the Director of the Finance and Business Operations Division to take the steps necessary for the public sale of the BANs.  The first series of BANs to be issued under this authorization will cover the approximately $40 million of ABT project costs that have already been expended or are expected to be incurred through year end 2010.  On the day of the sale, which is currently planned to take place during the first quarter of 2010, a revised substitute version of the sale motion will be brought before the council to accept the winning bids and to fix the interest rates and other terms of the debt.

If you have questions regarding this proposed legislation, please call Ken Guy, Director of the Finance and Business Operations Division, at 206-263-9254, or Nigel Lewis, Senior Debt Analyst in the Treasury Operations Section, at 296-1168.
Sincerely,

Dow Constantine
King County Executive

Enclosures

cc:
King County Councilmembers




ATTN:  Tom Bristow, Chief of Staff 





        Anne Noris, Clerk of the Council



Fred Jarrett, Deputy County Executive, Executive Office (EO)


Rhonda Berry, Assistant Deputy County Executive, EO


Toni Rezab, Acting Director, Office of Management and Budget 

Bob Cowan, Acting County Administrative Officer, Department of Executive 

    Services (DES)
Caroline Whalen, Program Project Director, DES
Manny Ovena, IT Executive Project Director, Accountable Business   

    Transformation, DES
Ken Guy, Director, Finance and Business Operations Division (FBOD), DES
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