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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 proposed ordinance would authorize the issuance of up to $60.0 million of limited tax general obligation (LTGO) refunding bonds (the “bonds”).  The purpose of these bonds would be to refund all or a portion of the county’s outstanding 1996 Series B bonds, the 1997 Series G bonds and the 1999 Series A bonds (collectively “the refunding candidates”) in order to reduce future debt service payments.

In collaboration with its financial advisor, the county is continually monitoring all of its outstanding bonds for opportunities to reduce debt service through the issuance of refunding bonds.  In assessing such advance refunding opportunities, the county looks to achieve debt service savings that have a net present value of 5% of the amount of the bonds to be refunded.  On various occasions during the first half of 2005, interest rates almost fell to a level at which the refunding of all or a portion of the refunding candidates would have achieved this present value savings target. 

Accordingly, it is financially prudent for the county to authorize the issuance of these proposed refunding bonds at this time so that the county can move quickly to take advantage of any renewed downward move in interest rates.  Failure to adopt this legislation might deprive the county of the potential opportunity to reduce its future debt service obligations if interest rates decline again at some time in the future.

The ordinance would delegate authority to the Director of the Finance and Business Operations Division to determine, in consultation with the county’s financial advisors, the timing and method of any sale of the bonds pursuant to this authorization and which of the refunding candidates should be refunded.  Two draft sale motions that would accept the winning bid for, and confirm the terms of, each series of the bonds are also included in this legislative package for prior committee consideration.  On the days of any sales, a revised version of the sale motions incorporating the proposed sales terms will be brought before the Council.

The ability of the county to take advantage of refunding opportunities as they arise is an important part of the county’s strong financial management practices.  Those practices have enabled the county to maintain outstanding credit ratings, 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 whil 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.  
If you have questions regarding this legislation, please call Nigel Lewis, Senior Debt Analyst, Treasury Operations Section, at 206-296-1168.

Sincerely,

Ron Sims

King County Executive

Enclosures

cc:
King County Councilmembers



ATTN:  Scott White, Chief of Staff

  Shelley Sutton, Policy Staff Director




  Rebecha Cusack, Lead Staff, BFM Committee




  Anne Noris, Clerk of the Council


Bob Cowan, Director, Office of Management & Budget


Paul Tanaka, County Administrative Officer, Department of Executive Services (DES)


Ken Guy, Interim Finance Director, Finance & Business Operations Division, DES


Nigel Lewis, Senior Debt Analyst, Treasury Operations Section, DES
