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SUBJECT

Proposed Ordinance 2016-0189 would change the type of bonds used for the purchase of the Tall Chief property due to a change in usage of the property. The funding would be changed along with the funding for some projects originally purchased with conservation futures funding. There is no change to project budgets or authorizations through this ordinance, just a change in the financing method. 

SUMMARY

In 2014, the County issued bonds backed by conservation futures levy revenues. In issuing debt income-tax free or “tax exempt” as the County often does, the County adheres to strict IRS regulations regarding use of the asset purchased with that debt. The County’s bond counsel has advised that with the sale of the Tall Chief Golf Course property and plans to convert it to a private use, the property is no longer suitable for tax exempt bond usage. This ordinance would shift funding for other eligible projects to the bond proceeds and fund the Tall Chief purchase with current proceeds from the levy instead of the use of debt. 

BACKGROUND 

Conservation Futures Levy: the County has levied a property tax for the acquisition and preservation of open space since 1982. This levy generates just under $19 million per year and to date has conserved in excess of 110,000 acres. The county uses this revenue in a mix of issuing debt for larger purchases and using current proceeds to make spot purchases. 

Limited Tax General Obligation (LTGO) Bonds: are the most common type of debt issued by King County (Wastewater backed Revenue bonds are the next most common). These bonds are backed by the full faith and credit of the county. One of the keys to the County achieving the best prices on these bonds is the fact that the bondholders are exempt from paying federal income tax on the interest earned. This is what allows the County (along with our high credit rating) to issue debt at low cost. One restriction on this is that the proceeds from the debt must be used for public (not private) use. With the conversion of the Tall Chief land from open space to private (yet still conserved) use, bond counsel has advised that this acquisition is no longer appropriate for bond use. 

ANALYSIS

This ordinance represents a technical change to the funding for several county projects. These changes are recommended by bond counsel to preserve the tax exempt status of the King County 2014, Series B Bonds which were issued and included, in part, funding for the acquisition of the Tall Chief Golf Course property. 

To comply with recommendations from bond counsel, the Executive has proposed that the funding for the Tall Chief acquisition be funded with current tax collections instead of bonds. To balance the fund’s financial plan, a like amount of $3.6 million of projects that were originally proposed to be financed with current proceeds would instead be financed with bond proceeds. There would be no impact to the scope, schedule or budget of any of the projects. This ordinance would only affect the financing for the projects being “switched” to bond financing, which are included in the table below. 
	
	Project 
	 Amount to Debt 

	Vashon-Maury: Point Heyer
	 $               150,780 

	Shadow Lake Bog
	 $               205,083 

	Cougar-Squak Corridor Addition
	 $               586,050 

	Green River Natural Area
	 $               489,612 

	Vashon: Island Center Forest
	 $               100,833 

	Soos Creek Park
	   $               200,000 

	Vashon Island Center Forest
	 $                 50,000 

	Duthie Hill Park
	 $               150,007 

	Griffin Creek Natural Area
	 $               170,525 

	Big Spring
	 $                 50,000 

	Wetland 14 / Spring Lake
	 $                 50,000 

	Vashon Maury Conservation
	   $                 27,717 

	Newaukum Creek
	 $                 30,000 

	Pinnacle Peak
	 $                 20,000 

	Pinnacle Peak
	 $                 15,000 

	Tolt River 
	 $                 40,000 

	Griffin Creek 
	 $                 46,000 

	Island Center Forest 
	 $               300,000 

	Cold Creek 
	 $                 82,000 

	Middle Green River Natural Area
	 $               210,389 

	Green River Natural Area Additions
	 $                 80,292 

	Lower Newuakum Creek 
	 $               160,000 

	Snoqualmie/Fall City - Raging River 
	 $               320,000 

	Wetland 14 
	 $                 93,000 

	Total
	   $            3,627,288 



The proposed ordinance would add these projects to the list of authorized projects contained within the bond ordinance (Ordinance 17794). No other changes are included in this ordinance. 

ATTACHMENTS

1. Proposed Ordinance 2016-0189 
2. Transmittal Letter
3. Fiscal Note
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