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November 14, 2005

The Honorable Larry Phillips

Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Phillips:

The attached Ordinance would authorize the issuance of up to $500 million of sewer revenue bonds on behalf of the Water Quality Enterprise (the “Enterprise”).

This authorization is comprised of two elements.  First, consistent with the Enterprise’s financial plan that supports the adopted monthly sewer rate of $25.60 for 2006, it includes up to $150 million of new money to provide continuing funding for the Wastewater Treatment Division’s capital improvement program through approximately the end of 2006.  Second, it includes up to $350 million that would be used to advance refund a portion of the outstanding debt payable from sewer revenues in order to allow the Enterprise to take advantage of potentially lower interest rates.  

While the refunding activity contemplated in this ordinance currently does not meet the county’s targeted level of savings for such transactions, interest rates do not have to decline too far to justify the inclusion of this component.  To the extent that this refunding activity can be successfully completed over the coming year, the Enterprise will experience lower future debt service costs, which will ease pressure on future sewer rates.

These bonds may be sold by either competitive bid or negotiated sale in one or more series at any time before the end of 2006.  The exact terms of the bonds will be established by the Finance and Business Operations Division Director in consultation with the county’s financial advisor and confirmed by the Council in separate sale motions to be adopted on the days of each sale.  Two drafts of Sale Motions are also included in this legislative package for prior committee consideration.

The ability of the county to continue to successfully finance its water quality capital program is in part the result of the county’s strong financial management practices.  Those practices have enabled the county to maintain outstanding credit ratings for all of its debt issuances, even in the face of the fiscal constraints the county has faced and continues to face.  Prudent financial management is and should remain a hallmark of county government, enabling the county to continue to provide quality services to our citizens.  That strong financial management is a priority I am committed to. 

The county’s strong financial management has not gone unnoticed by the agencies which rate the county’s debt.  In its most recent credit report on the issuance of county debt, Moody’s stated:

Standard and Poor’s Rating Services …affirmed its ‘AA+’ rating on the county’s outstanding GO debt.  The rating reflects:

· Very strong financial management despite a limited capacity to raise revenues,…

Standard and Poor’s went on to say:

The stable outlook reflects Standard and Poor’s expectation that management will continue to make budgetary adjustments as necessary to achieve budget balance while maintaining adequate financial reserves pursuant to its policies.

Moody’s Investors Service reaffirmed its Aa1 rating of the most recent county LTGO debt issue noting:

The county’s ratings reflect its fundamentally strong tax base emerging from recession, its well-managed financial operations and manageable debt burden.

King County has maintained its strong financial position despite significant challenges….The county’s financial management focuses on the current expense subfund within the general fund, with a goal of maintaining fund balances between six and eight percent of revenues.  Despite pressures experienced in recent years, the county has invariably been successful in meeting this goal.

I applaud the Council’s continuing support of our strong financial management and policies and look forward to working with you in the future to strengthen those policies.  

Thank you for your consideration of this request.  If you have any questions, please contact Ken Guy, Interim Director of Finance and Business Operations, at 206-684-1935, or Nigel Lewis, at 206-296-1168.

Sincerely,

Ron Sims

King County Executive
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