[image: KClogo_v_b_m2]

Metropolitan King County Council
Budget and Fiscal Management Committee

STAFF REPORT

	Agenda Item:
	5 & 6
	Name:
	Patrick Hamacher

	Proposed No.:
	2015-0209
2015-0253
	Date:
	July 22, 2015




SUBJECT
 
Two ordinances authorizing debt sales to support various county capital improvement programs. 


SUMMARY

Proposed Ordinance 2015-0209 would authorize the County Executive to issue up to $150 million in Limited Tax General Obligation Bonds on behalf of the Solid Waste Division (SWD) to fund SWD’s capital improvement program. 

Proposed Ordinance 2015-0253 would authorize the County Executive to issue up to $31.5 million in Limited Tax General Obligation Bonds on behalf of various county agencies to fund a variety of capital projects. 

All projects proposed to be funded from these bond issues have previously been approved by the County Council; these ordinances simply put into place the financing to support these projects. 

BACKGROUND 

There are typically three types of long-term debt instruments used by King County. These are: 
1. Unlimited Tax General Obligation Bonds (UTGO)(or just General Obligation Bonds). These bonds come with the full faith and credit of King County. These are voter-approved bonds with pledged repayment of obligations coming from the bond proceeds. The outstanding Harborview Medical Center bonds are an example of current UTGO bonds issued by the County. 

2. Limited Tax General Obligation Bonds (LTGO). These bonds come with 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 as repayment is not guaranteed by the voters. This is the most common county debt issuance and King County typically has several LTGO bond sales each year. 

3. 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 successful borrowing and repayment. The Wastewater Treatment Division is the only county agency that regularly uses revenue bonds. 

Both ordinances would authorize the Executive to sell LTGO bonds. One ordinance would solely support Solid Waste construction costs. The other would support a number of projects that will be discussed in the Analysis section. 

ANALYSIS

Proposed Ordinance 2015-0209 

Proposed Ordinance 2015-0209 would authorize the Executive to sell $150 million in LTGO bonds to support the Solid Waste Division Capital Improvement Program. This program currently consists largely of the reconstruction and updating of a number of transfer stations to support the current waste load and future planned conversion to waste export. The current building cycle will extend several more years and the debt requested as part of this ordinance would provide the financing necessary to complete the current cycle which will likely be under construction until 2019. 

The last several budget cycles have included a number of large capital appropriations for SWD. They are summarized in Table 1. 

Table 1: Solid Waste CIP 2012-2018
	Solid Waste CIP Years 13-19
	2013-2014
	2015-2016
	Est. 2017-2018
	Totals

	Solid Waste ER
	 $                    10,593,441 
	 $         7,400,000 
	 $         10,183,982 
	 $      28,177,423 

	Solid Waste Construction
	 $                    65,470,125 
	 $         3,329,280 
	 $         78,096,229 
	 $    146,895,634 

	Landfill Reserve
	 $                    25,096,980 
	 $       24,735,312 
	 $         13,349,400 
	 $      63,181,692 

	 
	 $                  101,160,546 
	 $       35,464,592 
	 $       101,629,611 
	 $   238,254,749 


	
Any amount of capital spending that is not backed by part of the debt issuance is funded through fee revenue charged to the various users of the system. This debt issue is consistent with the adopted budget and anticipated as part of the adopted rates. 

Proposed Ordinance 2015-0253 

Proposed Ordinance 2015-0253 would authorize the Executive to issue debt up to $31.5 million to fund a number of CIP projects spread across the government. This is known as a “various purpose” LTGO bond sale and is designed to bundle a number of small project financings into one larger bond sale. The projects proposed to be funded by this bond sale have all been previously approved by the County Council. The specific projects included are shown in Table 2. 


Table 2: CIP Projects Funded by Various Purpose Bond
	Project
	Amount (in millions)

	Eastside Rail Corridor Acquisition
	11.8

	Zombie Building Purchase
	2.7

	Judicial Admin Case Mgmt. 
	4.0

	District Court Cast Mgmt.
	8.1

	RALS Software Replacement
	2.1

	Election Management System
	0.3

	Energy Reduction Projects (various)
	1.4

	Allowances for Financial Consid.
	1.0

	Total
	31.4




The County’s Debt Management Policy requires that the duration of any debt issue not exceed the useful life of the asset it is funding[footnoteRef:1]. As a result, the duration of the various items funded by this bond sale vary from seven years for information technology (IT) projects to 15 years for the Eastside Rail Corridor Acquisition project.  [1:  Motion 13477, Section B.2.d reads: Bond proceeds should be used only for permanent financing of the costs of planning, design, land acquisition, buildings, permanent structures, attached fixtures or equipment, and other capital items such as equipment or major information technology systems with a useful life of three years or longer.  The terms of the debt will not exceed the estimated useful life of the asset(s) being financed.] 


As with the Solid Waste bond ordinance, all projects included in this ordinance have previously been approved by the County Council. This ordinance puts into place the financing to support the projects. 
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