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[bookmark: _Toc124517140]Executive Summary

As required by Ordinances 19279[footnoteRef:1], 19325[footnoteRef:2] and 19377[footnoteRef:3] (collectively “the Ordinances”), this report provides a detailed description of County bond issuances undertaken during 2022.  [1:  Link to Ordinance 19279]  [2:  Link to Ordinance 19325]  [3:  Link to Ordinance 19377] 


Pursuant to the Ordinances, the Council authorized the King County Finance Director (i.e., the director of the Finance and Business Operations Division) to approve the sale of both County general obligation and revenue bonds. The Ordinances specify, however, that such approval is conditional upon the results of the sales meeting certain parameters described therein. 

Delegation of such authority enables King County to hold bond sales on a much larger number of dates during the year beyond just those when the Council is in session, as was previously the case. Such timing flexibility allows the County to be more responsive to changes in market conditions.

Section 13 of Ordinance 19279, Section 12 of Ordinance 19325, and Section 28 of Ordinance 19377 all require that the Finance Director provide an annual report to the Executive Finance Committee and the County Council describing each series of bonds approved pursuant to such authority. The report must be transmitted by March 31 of each year. 

This report meets the requirements of the Ordinances for all the County’s bond issuances undertaken during 2022.

[bookmark: _Toc124517141]Background 

The Department of Executive Services (DES) provides internal services to King County agencies. DES has a variety of direct customers, from all county agencies in need of facilities maintenance and paycheck processing to motor vehicle drivers applying for vehicle tab renewals. The Finance and Business Operations Division’s (FBOD) mission is to provide exceptional customer value for accounting, procurement, treasury, and small business services. 
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Primarily driven by inflationary fears and the resultant tightening on the part of the Federal Reserve, 2022 saw the sharpest increase in municipal interest rates in more than 40 years. Specifically, as an example, the rate on a “AAA” 20-year municipal general obligation bond increased from 1.30 percent at the beginning of the year to as high as 3.92 percent in late October, before ending the year at 3.37 percent.
This increase in rates limited opportunities to reduce debt service costs via the issuance of low-cost refunding bonds, and, since most of the County’s financing needs for the biennium had already been addressed in 2021, only one series of bonds was sold during 2022.
This sale was of the Limited Tax General Obligation (LTGO) and Refunding Bonds, Series 2022A in the par amount of $56,980,000.
These bonds were sold on a competitive basis on March 29th. A total of 11 bids were received for this issue, a reflection of the market’s continued strong appetite for the County’s debt which once again received “AAA” ratings from all three credit rating agencies. The winning bid was provided by Morgan Stanley & Co., LLC, offering a true interest cost (TIC) of 2.65 percent for the bonds, which have an average life of 7.5 years. 
The proceeds of this issue were used to provide $18.9 million of funding for certain Conservation Futures-backed land acquisitions, a bridge replacement project, and the Jail Management System project; and to refund (“refinance”) two series of outstanding LTGO bonds totaling $44 million that became callable within 90 days of the April 14th closing date. The refunding reduced future debt service costs by $2.4 million, the present value of which equaled 5.2 percent of the bonds being refunded. This ratio exceeded the savings targets for evaluating current refunding opportunities identified in the adopted Debt Management Policy and therefore, by reference, in the Ordinances.  

[bookmark: _Toc124517143]Next Steps

No further steps are necessary. The Executive will submit the next FBOD report detailing bond sales during 2023 in early 2024.
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