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REVISED STAFF REPORT
	Proposed Ordinance 2005-0309 and Proposed Ordinance 2005-0310 were adopted by the BFM Committee with a Do Pass Consent Recommendation on 9/14/2005. 

Proposed Substitute Motion 2005-0312 was adopted Without Recommendation by the BFM Committee on 9/14/2005. 


SUBJECT:

This staff report covers two proposed ordinances and one proposed motion. The proposed ordinances ask the Council to increase the amount of bonds and/or notes authorized to be issued for facilities improvements and for open space projects throughout the County. The proposed motion is a placeholder motion accepting conditions of the sale of bond anticipation notes.  This motion will be brought back to the full Council upon official sale of the notes. 


SUMMARY:


Proposed Ordinance 2005-0309 would increase the amount of bonds and/or notes authorized to be issued for facilities improvement projects from $150 million to $160 million by amending Ordinance 14167.  There have been three prior amendments to Ordinance 14167 which are discussed below.

Proposed Ordinance 2005-0310 would increase the amount of bonds and/or notes authorized to be issued for the acquisition of open space, specifically Juanita Woodlands, Maury Island and Snoqualmie Forest, from $30 million to $40 million, by amending Ordinance 14991. 

Proposed Motion 2005-0312 serves as a placeholder motion that will be brought back to the Council when final details of the note sale are known. There is also a striking amendment and a title amendment. 

BACKGROUND:

Bond Anticipation Notes: 
Bond Anticipation Notes (BANs) are issued by the County to serve as a “line of credit” or short-term loan, pending the issuance of bonds to cover long-term debt financing. The use of BANs during the construction process allows the County to be more precise with the aggregate amounts issued when the projects are converted to long-term financing. This short-term financing could also be provided by way of interfund loans.  However, BANs are preferred in lieu of interfund borrowing due to lower interest rates.

BANs are typically issued with a one-year maturity. If the short-term financing is needed for longer than one year, the initial series of BANs are retired through a subsequent issuance of BANs. This process can be repeated until the capital project is complete and the limited tax general obligation (LTGO) bonds for permanent financing are sold.  

Limited Tax General Obligation Bonds:
Once a capital project is complete, LTGO bonds (also known as council manic 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.

Prior Council Actions: 

Facilities Improvements

The Council, via Ordinance 14167 (July 2001), authorized the issuance of LTGO bonds in an aggregate principal amount not to exceed $125 million, to provide long-term financing for the Courthouse Seismic Project, North Rehabilitation Facility Project, and the Regional Communications and Emergency Control Center Project. Interim financing, in the form of bond anticipation notes (BANs), was also authorized at that time. 

Ordinance 14463 (September 2002) authorized a change in the scope of the North Rehabilitation Facility project, amending it to include $1.65 million dollars for “demolition of the 1940s era buildings housing the County’s North Rehabilitation Facility (NRF) located in the City of Shoreline on the State of Washington Campus.” Ordinance 14463 further authorized inclusion of a new project, Courthouse Earthquake Repairs. 

Ordinance 14745 (September 2003) authorized inclusion of the Integrated Security and Jail Health Project to the list of authorized projects covered by the bonds. Furthermore, the amount of bonds/notes authorized to be issued was increased from $125 million to $145 million. Finally, the name of the Regional Communications and Emergency Control Center project was changed to the Regional Communications and Emergency Coordination Center (RCECC).

Ordinance 14992 (September 2004) was approved giving the Executive authority to issue bonds/notes with a principal amount not to exceed $150 million. This ordinance also added the Courthouse Lobby and Jail Intake Transfer and Release projects to the list of projects authorized under the original legislation. 

Currently $110 million of the authorized financing for facilities improvements has been converted to long-term financing in the form of LTGO bonds. The Executive sold $27.6 million in LTGO bonds in 2003 and $82.4 of LTGO bonds in 2004. The following projects were covered by this financing: (1) Courthouse Seismic Project (2) NRF Demolition (3) RCECC (4) Courthouse Earthquake Repairs and (5) Courthouse Lobby Project. A summary of estimated final project costs is included in Table 1 below:

Table 1

Approved Facilities Bond Projects

	Project Name
	Legislation
	Project Cost
	Bonds Sold
	 2005 BAN 

	Courthouse Seismic Project (CSP)
	Ord. 14167
	80,727,541
	80,727,541
	

	North Rehabilitation Facility Demolition (NRF)
	Ord. 14167
	926,988
	926,988
	

	RCECC
	Ord. 14167
	30,124,109
	30,124,109
	

	Courthouse Earthquake Repairs
	Ord. 14463
	3,683,252
	3,683,352
	

	Total of Permanent Financing Bonds Sold
	 
	
	$115,461,990
	

	Integrated Security and Jail Health Projects (ISP)
	Ord. 14517
	19,097,513
	
	16,164,936

	Jail Intake Transfer and Release (ITR)

	Ord. 14992
	8,362,388
	
	4,716,388

	Orcas Building

	2005-0309
	5,700,000
	
	3,500,000

	Prosecuting Attorney Office 4th Floor Move

	2005-0309
	1,500,000
	
	1,516,095

	Courthouse Lobby
	Ord. 14992
	990,674
	
	990,674

	Pedestrian Tunnel 
	2005-0309
	3,825,000
	
	3,825,000

	Sky Bridge Feasibility Study
	 2005-0309
	100,000
	
	87,548

	Estimate of 2005 BAN issuance
	 
	
	
	$30,800,641

	Total Project Approvals
	 
	$155,037,465
	
	

	Current Authorized Financing
	 
	150,000,000
	
	

	Total permanent and interim financing (2003-2005)

	 
	146,262,631
	
	


Open Space and Forestry Initiatives

Ordinance 14991 (September 2004) authorized the issuance of LTGO bonds and/or BANs in a principal amount not to exceed $30 million for open space/conservation acquisitions. Specifically, Juanita Woodlands and the Forestry and Near shore Initiative were identified as proposed projects. The Forestry and Near shore initiative currently has two pieces, the Maury Island Conservation Initiative and the Snoqualmie Forest Conservation Easement. The current funding breakdown between these projects is summarized below: 
Table 2

Conservation and Forestry Initiatives

	Project Name
	Estimated Costs

	Juanita Woodlands Open Space Acquisition Project
	$6,518,999 

	Maury Island Conservation Initiative
	5,500,000

	Snoqualmie Forest Conservation Easement
	22,500,000

	Total
	$34,518,999 


ANALYSIS: 

Facilities

Proposed Ordinance 2005-0309 would increase the authorized aggregate principal amount of facilities improvement bonds/BANs from $150 million to $160 million, and provide financing for the following projects which have been approved by the Council, but have not had interim or permanent financing prior to this Proposed Ordinance. Expenditures previously incurred by these projects were financed through inter-fund borrowing at higher rates of interest.  These projects are: 

Table 3

Funding of Current Projects

	Project Name
	Estimated Costs

	Orcas Building Acquisition and Tenant Improvements
	$5,700,000 

	Prosecuting Attorneys Office 4th Floor Move
	1,516,095 

	Pedestrian Tunnel 
	3,825,000 

	Sky Bridge Feasibility Study
	87,548 

	Total
	$11,128,643 


Orcas Building Acquisition and Tenant Improvements ($5.7M):

This project will provide financing for the acquisition and improvements to the Orcas Building. The building has already been purchased, via interfund loan, and the tenant improvements are underway. This building will be used as a fleet automotive repair site. Executive staff noted that analysis of alternatives for optimally locating the fleet automotive repair shop has been completed as required in Motion 11931. The analysis concluded that it was most cost effective to locate the fleet automotive repair shop outside of the new garage. The building has been purchased and the tenant repairs are in progress. 

Prosecuting Attorneys Office- 4th Floor Move ($1.516M):

This project brought the state reimbursed Prosecuting Attorney’s Office Family Support Unit from leased space in the Bank of California building to the east half of the 4th floor of the courthouse. This project has been completed. The space was previously occupied by the Executive and the Office of Management and Budget. The project includes moving costs, data, telephone security and tenant improvement costs. The State will be reimbursing the County for the cost of the remodeling. 
Pedestrian Tunnel ($3.825M):

This project will provide pedestrian access between the New County Office Building and the concourse entry of the new Goat Hill Parking Garage, The King County Courthouse and the King County Administration Building.  

Sky Bridge Feasibility Study ($87,500): 

This project provided for a study which investigated alternatives to convert the inmate access connection between the King County Correctional Facility and the King County Courthouse from the existing Sky Bridge to a tunnel system. The study has been completed and there is a draft of findings, but that final report has not yet been transmitted to the Council. 
Of the $150 million currently approved in capital projects, $110 million has already been financed by the issuance of bonds. The current annual debt service on this amount is $8.744 million.  If the full amount of the requested bond authority is utilized, the annual debt service for the full $160M would be approximately $12.5 million, depending on final terms of the bond sales. This increase would lead to a general fund debt service total of approximately $22.5 million in 2008 or 4.69% of current net general fund revenues. Executive staff indicated that they do not believe the full $160 million will be converted to long-term debt. The excess issuance capacity is needed for BANs to cover projects the county will be reimbursed for and therefore not need long-term financing. Executive staff estimates that the yearly debt service on long-term financing for the approved projects will equate to $11.1 million dollars, or 4.4% of net general fund revenues. 

Open Space/Conservation

Proposed Ordinance 2005-0310 would increase the authorized aggregate principal amount of open space/conservation acquisition bonds/notes from $30 million to $40 million. This additional authorization is specifically requested to provide financing for the following projects:

Juanita Woodlands

This project provides for the acquisition of 36.3 wooded, undeveloped acres in the Kirkland/Juanita Potential Annexation Area (PAA) of Kirkland.  The property is currently owned and managed by the Washington Department of Natural Resources (DNR).  This is a joint venture with the Denny Creek Neighborhood Association providing partial funding for the acquisition, terms of which are outlined in a letter of understanding between the Association and King County. 

The Denny Creek Neighborhood Association (DCNA) pledged to pay the County $500,000 towards the cost of the acquisition of this property. The payment structure was $100,000 upon purchase and $200,000 in 2006 and 2008. The DCNA made the initial payment on time. 

Maury Island Conservation Initiative 

This project contains one mile of undeveloped Puget Sound waterfront and near shore habitat of regional significance, located off Southwest 260th Street on the southeast shoreline of Maury Island.  The goal of this project is to protect 60 shoreline acres of near shore habitat that are apart of a larger 275-acre site.  The State of Washington, Department of Natural Resources, has designated the shoreline around Maury Island as the Maury Island Aquatic Preserve and preservation of this portion of the shoreline will make an important contribution towards protection of the preserve.

Snoqualmie Forest Conservation Easement 

The Snoqualmie Forest is one hundred and eight thousand acres and has been managed as a working forest for nearly one hundred years. It is a substantial portion of a larger, contiguous piece of undeveloped forest land which also includes the Mt. Baker-Snoqualmie forest and its Alpine Lakes wilderness area on the East, the state-owned Mt. Si natural resources conservation area on the South and the Markworth state forest on the West. This project is intended to preserve the Snoqualmie Forest through conservation easements that will maintain the forestland forever in its present primarily undeveloped condition and to facilitate the continued use of the property as a working forest managed at a sustainable level of harvest. 

Terms of the Bonds

Proposed Motion 2005-0312 would serve as a place-holder motion to be brought forward when the details of the bond-sale are finalized. Specifically, the Executive intends to sell two series of notes for the purposes covered by these proposed ordinances and prior legislation. The Series A notes are designated as the facilities improvement financing notes. The Series B notes will be issued as financing for the Open Space and Conservation Initiatives. The BANs will be converted to LTGO bonds upon completion of the designated projects and will serve as short-term financing in the interim. 
Amendments
There is a striking amendment to Proposed Motion 2005-0312. The striking amendment removes language related to a third series of bonds for technology projects. The technology bonds piece of legislation is not yet ready for Committee action. There is also a title amendment. 
REASONABLENESS
Proposed Ordinance 2005-0309 would increase the authorized amount of debt to be issued from $150 million to $160 million for facilities improvement projects and provide for financing of four projects. The projects to be funded are: (1) Orcas Building Acquisition and Tenant Improvements, (2) Prosecuting Attorneys Office 4th Floor Move (3) Pedestrian Tunnel and (4) Sky Bridge Feasibility Study. The Council has previously approved the funding for these projects
 and therefore this ordinance to provide financing, constitutes a reasonable policy and business decision. 

Proposed Ordinance 2005-0310 would increase the authorized amount of debt to be issued for Forestry and Conservation Acquisition Bonds from $30M to $40M. This increase will allow for increases to the authorized financing of three projects 1) Juanita Woodlands 2) Maury Island Conservation and 3) Snoqualmie Forest Easement. The Council has previously approved the funding for these projects and, therefore, adoption of this ordinance to provide financing, is a reasonable policy and business decision. 

Proposed Motion 2005-0312 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 Committee should pass this motion without recommendation as the final details of the sale will not be known until the date of sale. 
� Council staff has learned that there is a $1.823 million supplemental appropriation request which will be brought to the Council in the 4th quarter omnibus or included in the 2006 budget. 


� The total project cost is $5.5 million; however $2.2 million is funded from fund balance and the cost of the acquisition is not a General Fund expense, but one which will be absorbed by the Motor Pool Fund. 


� The State of Washington is going to reimburse the County for the costs associated with this project; therefore the financing will only be a BAN to cover the project until reimbursement is received. 


� If the additional request of $1.823 million for ITR is included, the finaning will total $148,085,631. 


5 Funding has been approved for the projects with the exception of the $1.823 million supplemental that Council staff is aware will be requested in the 4th quarter omnibus or 2006 budget for additional work on the ISP.
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