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2003-0333 M

PROPOSED No.: 

2003-0332 O


PREPARED BY:  William Nogle

SUBJECT:
This Proposed Ordinance would authorize the issuance and sale of up to $145,000,000 of limited tax general obligation notes and/or bonds for interim and permanent financing of various capital projects.  The companion legislation would accept the winning bids for the issuance of bond anticipation notes.
BACKGROUND:  

Bond Anticipation Notes:

Bond Anticipation Notes (BANs) are issued by the Department of Executive Services, Finance Division to serve as a “line of credit” or short term loan.  The BAN interim financing is used prior to the issuance of council manic bonds to cover long term debt.  It should be noted that although projects are identified for financing by the BAN, the projects will not be funded unless the council has reviewed the project and approved expenditure authority.  

BAN short term financing is used in lieu of interfund borrowing to:

(1) obtain a lower interest rate;
(2) to correspond with the adopted current expense financial plan (the 2003 adopted budget assumes debt service for the RCECC project in 2003 and in 2004 and 2005 for the other projects)
; and,
(3) To allow flexibility in determining the final amount to be financed due to construction costs that could increase or decrease prior to completion of the project.

The initial BAN series issued is retired by the following issuance, until such time as LTGO bonds for permanent financing are sold.  The first issuance of BAN's in this series, with an aggregate principal amount of $65,000,000, was sold on October 1, 2001 and was paid in October 2002 from the proceeds of the second BAN issuance.  The second issuance, the 2002 issue, was for $85 million, with a maturity date of October 1, 2003.  (BANs are sold for one year periods so that any interest accrued does not come due during the issuance period and can be included either in a subsequent BAN issuance or in an LTGO bond for permanent financing).

Proposed Motion 2003-0333 would accept the bids for the purchase of the third issuance, which is anticipated to be in the amount of $110 to $120 million.  The proceeds from this issuance would then be used to retire the BAN issued last year, pay the interest accrued (about $2,125,000), pay the costs of issuance, and provide about $20 to $30 million of new funding for the projects.
Limited Tax General Obligation Bonds:

Limited tax general obligation (LTGO) bonds (also known as council manic bonds) are issued as the permanent financing for capital projects.  LTGO bonds include a pledge of the full faith and credit of the issuing agency.  However, as the "limited" implies, the agency pledges only its taxing authority that is available without a vote of the people.
Proposed Changes:
Proposed Ordinance 2003-0332 would revise the list of projects previously authorized in Ordinance 14167 and amended by Ordinance 14463 to be BAN or LTGO Bond funded.  The table below shows the projects initially authorized for BAN funding, the project added by Ordinance 14463 and the projects proposed to be added by this ordinance.

	Ordinance 14167
	Ordinance 14463
	Proposed Ordinance
2003-0332

	Courthouse Seismic Project (CSP)
	
	

	North Rehabilitation Facility (NRF)
	Change in scope
	

	Regional Communications and Emergency Control Center(RCECC)
	
	Name change to: Regional Emergency Communications Coordination Center (RCECC)

	
	Courthouse Earthquake Repairs
	

	
	
	Integrated Security and Jail Health Projects


Under this proposed ordinance, as the above table shows, the list of projects would be amended by adding the Integrated Security and Jail Health Projects.

ANALYSIS:

Proposed Ordinance 2003-0332 amends Ordinance 14167, as amended.  The major changes that would result from enactment of this ordinance are:

1.  An authorization to issue a series of LTGO bonds;

2.  An increase to the authorized amount of financing from $125,000,000 to $145,000,000;

3.  The addition of the Integrated Security and Jail Health Projects to the list of projects authorized to be financed by bonds and notes;

4.  A change of the name of the Regional Communications and Emergency Command Center Project to the Regional Communications and Emergency Coordination Center Project.
The issue date for this third BAN of the series is mid-September.  The total of the issue is estimated at $110 to $120 million.  The proceeds of this BAN will payoff the second BAN, including interest that was issued in 2002 and will provide additional interim financing for the projects of about $20 to $30 million.  Of the total issue of $110 to $120 million, approximately $30 million will be paid off within 30 days of issuance from the proceeds of LTGO bonds that will provide the permanent long-term financing for the Regional Communications and Emergency Coordination Center.  The remainder of the BANs would then be paid off on October 1, 2004 by the issuance of additional BANs and LTGO bonds.
The accompanying sale motion will accept the bids for the purchase of the notes.  This motion will come before the Council for approval on September 15, 2003.
Review of Projects:

Courthouse Seismic Project (CSP)
The most recent cost estimate for the Courthouse Seismic Project is $83.3 million.  This includes the addition of $13.1 million in July of 2002.  Through June of 2003, the total project cost to date was $43,135,000.  Project completion is still expected to be Mid-August of 2004.
Regional Communications and Emergency Coordination Center (RCECC)
This project is essentially complete.  The total cost is approximately $30 million.  The facility was occupied in May 2003.  Since construction is now complete, permanent financing can be done.  The proposed BAN includes $30 million to bridge the gap between the maturity of the current BAN and the issuance of bonds in mid-October.
North Rehabilitation Facility (NRF)

Initially, the NRF was to be replaced with new facilities.  The original scope of work for NRF was identified as the “planning, design and construction of replacement structures used by the North Rehabilitation Facility”.  The estimated cost was $22 million.  The first BAN issue in 2001 included $1.2 million to begin this project.  By the time of the issuance of the second BAN in 2002, the scope of work for this facility had changed due to the decision by the Executive, as part of the Proposed 2003 Budget, to close the facility.  Therefore, the Executive proposed language in Ordinance 14463, calling for the “demolition of the 1940’s era buildings."  The second BAN included $1.65 million for the demolition.  

This facility is leased from the State of Washington.  The lease provided that the County was responsible for demolition of the buildings that are under lease to the County if the County chose to terminate the lease.  Work on the demolition is proceeding with the abatement of lead paint and asbestos already in progress.  The entire project is expected to be complete within the next two to three months.
Courthouse Earthquake Repairs

Repairs for damage caused by the Nisqually Earthquake in 2001 are estimated to cost $9.3 million.  Of this amount, an estimated $2.56 million is to be reimbursed by the Federal Emergency Management Administration (FEMA), $426,718 by the State, and $4,012,649 by insurance, leaving the net cost to the County of $2,867,132.  The repairs are continuing; however, the Johnson Building portion, the outlying buildings portion and much of the Courthouse repairs are complete or will be completed by the end of this year.  The balance of the Courthouse repairs are being done in conjunction with the CSP and will be completed by August 2004.
Integrated Security Project (ISP) and Jail Health
The 2003 Adopted Budget included $15,932,881 in funding for the Integrated Security and Jail Health projects.  However, this appropriation was restricted pending receipt by the Council of an Operational Master Plan (OMP).  By action of the Council (Ordinance 14716) a total of $11.9 million of expenditure authority was released, allowing the project to go forward.  At the same time, another $8.7 million of estimated costs remain restricted by proviso.  This $8.7 million relates to jail operating cost impacts caused by the project amounting to $5.69 million, $307,998 for equipment, and $2,750,000 for medical administration remodeling.
Current Expense (CX) Debt Service Plan:

The CX debt service plan adopted as part of the 2003 Budget includes permanent financing debt service for the RCECC beginning in 2003.  Debt service on permanent financing for the other projects authorized in the Proposed Ordinance are scheduled as follows:  CSP – 2004; NRF – 2004; ISP and Jail Health – 2005.  A copy of the debt service plan is attached to this staff report (Attachment 4).
Next Steps:

Legislation will be transmitted shortly with regard to the issuance of bonds.  The Finance Division plans to issue LTGO bonds in mid-October in the approximate amount of $70 million.  This issue will provide for:

	RCECC Permanent Financing
	$31 million

	Financing for Tremont purchase
	9 million

	Possible current refunding of portions of 1993A and 1993B LTGO Bonds
	30 million

	Total
	$70 million


It was because of the timing of the possible refunding that the short-term BAN for the RCECC is being issued.
REASONABLENESS:

Proposed Ordinance 2003-0332

The second issuance of BANs matures October 1, 2003 with principal and interest amounting to $87,125,000.  If this motion is not approved by the Council, interfund borrowing would be necessary to pay the principal and interest on these notes at a higher cost.  The approved projects are continuing and are in need of additional interim financing.  The Council has previously approved $15.9 million of funding for the ISP and Jail Health Projects while continuing to restrict by proviso certain other costs associated with these projects.  For this project to continue, interim financing is needed.  The RCECC Project is substantially complete and permanent financing is needed.

Therefore, approval of this ordinance is a reasonable business decision that will allow for the timely payment of the outstanding notes, will provide additional interim financing for these continuing important capital projects, and will allow for the issuance of bonds for the permanent financing of the RCECC.

Proposed Motion 2003-0333

With the enactment of Proposed Ordinance 2003-0332, the Council will have given the Finance Manager the authority to proceed with the issuance of Bond Anticipation Notes and Limited Tax General Obligation Bonds for the purpose of providing interim or permanent financing for approved capital projects.  Proposed Motion 2003-0333 will accept the winning bids for the BANs and is expected to come before the full Council on September 15, 2003.  This motion should be passed out of BFM without recommendation.
INVITED:
Steve Call, Director, Office of Management and Budget
Bob Cowan, Manager, Finance and Business Operations Division

Nigel Lewis, Senior Budget and Finance Analyst, Finance and Business Operations Division
Daniel Gottlieb, Bond Counsel, Gottlieb, Fisher & Andrews, PLLC

Jim Hattori, Financial Advisor to King County

ATTACHMENTS:

1.  Proposed Ordinance 2003-0332
2.  Proposed Motion 2003-0333

3.  Transmittal Letter dated July 14, 2003

4.  2003 CX Debt Service Plan
� The CX financial plan does not include debt service for BANs.  Any interest accrued on the principal of the BAN or underwriter costs are included in the second issuance amount.  When the permanent financing is in place, debt service for the bonds is then included in the CX financial plan.  (The executive proposes to sell bonds for permanent financing in 2003, 2004, and 2005.)
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