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COMMITTEE ACTION

	
Proposed Substitute Ordinance 2021-0210.2 would authorize the County’s Finance Director to issue and sell $1.74 billion of unlimited tax general obligation bonds for public health, safety, and seismic improvements to Harborview Medical Center passed out of committee on August 17, 2021 with a “Do Pass” recommendation. The Ordinance was amended in committee with Amendment 1 making technical changes relating to the annual report and correcting the name and number of the bond fund. 




SUBJECT

Authorizing the County’s Finance Director to issue and sell unlimited tax general obligation bonds, not to exceed $1.74 billion for public health, safety, and seismic improvements to Harborview Medical Center that were approved by voters on November 3, 2020.

SUMMARY

The proposed ordinance would authorize the County’s Finance Director to issue and sell one or more series of unlimited tax general obligation bonds (UTGO) bonds not to exceed $1.74 billion to finance public health, safety, and seismic improvements to Harborview Medical Center (HMC) that were approved by voters in November 2020.[footnoteRef:1] The proposed ordinance would also authorize the County’s Finance Director to refund outstanding UTGO bonds in order to reduce future debt service. Lastly, the proposed ordinance would authorize the County’s Finance Director to execute the sale of the bonds pursuant to state law.[footnoteRef:2] This is also consistent with the county’s new approach to allow the County’s Finance Director to execute the sale of the bonds without council approval by motion as done in the latest Limited Tax General Obligation Bond ordinance in May 2021[footnoteRef:3]. [1:  Ordinance 19117 on June 23, 2020 which provided for the submission to the qualified electors to authorize the proposition to authorize the issuance of UTGO bonds.]  [2:  RCW 39.46.040]  [3:  Ordinance 19279, enacted May 20, 2021] 


Council staff has prepared Amendment 1 to make technical changes relating to the annual report of bond sales and would correct the name of the fund bond proceeds would be deposited into and adding the number of the fund into the ordinance.  


BACKGROUND 

Debt Instruments.  King County typically uses three types of long-term debt instruments: 

1. Unlimited Tax General Obligation Bonds (UTGO or General Obligation Bonds).  These bonds come with the full faith and credit of King County and must be approved by 60 percent of the voters, with a voter turnout equal to at least 40 percent of those who voted in the most recent general election.[footnoteRef:4] These are voter-approved bonds with pledged repayment from bond proceeds. UTGO bonds can only be used for capital projects. Proposed Ordinance 2021-0210 is an example of UTGO bonds. [4:  Municipal Research and Services Center, Types of Municipal Debt] 


2. Limited Tax General Obligation Bonds (LTGO).  These bonds are backed by the full faith and credit of the County.  These bonds can be issued by the County without voter approval and are the bonds typically being referred to when discussing the County’s credit rating.  Although ultimately pledging general fund revenues, LTGO debt is often also issued for the benefit of other funds that can document sufficient future revenues to pay the debt service.  This is the most common county debt issuance and King County typically has several LTGO bond sales each year.   

3. Revenue Bonds.  Revenue bonds are those backed by revenues by a particular source and are not backed by the full faith and credit of the County. Typically, these bonds are only used by major county funds with a long history of successfully borrowing and repayment, and dedicated revenue streams.  The Wastewater Treatment Division is the only county agency that regularly uses revenue bonds. 

Harborview Bond.   Ordinance 19117, adopted by Council in June 2020, placed a proposition on the November 2020 ballot authorizing the County to issue $1.74 billion in capital bonds to fund public health, safety and seismic improvements for HMC. King County voters approved this bond levy with more than 76 percent of the vote.[footnoteRef:5]  [5:  Ordinance 19117 placed this proposition on the November 3, 2020 ballot.] 


HMC prioritizes serving the non-English-speaking poor, the uninsured and underinsured, people who experience domestic violence or sexual assault, incarcerated people in King County's jails, people with behavioral health illnesses, particularly those treated involuntarily, people with sexually transmitted diseases, and individuals who require specialized emergency care, trauma care, and severe burn care. HMC is owned by King County, governed by a 13-member County-appointed Board of Trustees, and operated by the University of Washington Medicine (UW Medicine).
ANALYSIS

UTGO Bond Authorization. Proposed Ordinance 2021-0210 would authorize the issuance of UTGO bonds to provide funding for public health, safety, and seismic improvements to the Harborview Medical Center. If authorized, these UTGO bonds are expected to be sold in annual installments over the period from 2021 through 2029 as seen in Table 2 below. The first issue of a bond sale authorized by this Proposed Ordinance is currently planned for the fourth quarter of 2021. Executive staff stated that the total bond authorization being requested through Proposed Ordinance 2021-0210 is based on the amount approved by voters in Proposition 1 and, "will ensure timely issuance of bonds supporting project implementation schedules."

Table 2.  Debt Issuance Schedule 

	Year
	Bond Issuance

	2021
	$50,000,000 

	2022
	$150,000,000 

	2023
	$300,000,000 

	2024
	$400,000,000 

	2025
	$400,000,000 

	2026
	$200,000,000 

	2027
	$100,000,000 

	2028
	$100,000,000 

	2029
	$40,000,000 

	Total
	$1,740,000,000



The Proposed Ordinance also includes authorization for the issuance of refunding bonds to refinance any outstanding UTGO bonds in order to achieve future debt service savings that meet certain target levels as identified in King County’s adopted debt management policy as specified in Motion 12660.[footnoteRef:6]  [6:  Adopted December 17, 2007. ] 


In accordance with Ordinance 19117, which approved the HMC ballot proposition, the public health, safety, and seismic capital improvement projects for HMC are described in Table 1 below with the corresponding estimated cost as identified during the HMC Bond development process. 










Table 1. HMC Capital Improvement Bond Components

	
Component Name
	Component Description
	Est. Cost

	New Bed Tower
	Increase bed capacity; expand/modify Emergency Department; meet privacy and infection control standards; disaster prep; plant infrastructure

	$952M

	New Behavioral Health Building
	Existing behavioral health services/programs and new Behavioral Health Institute under one roof

	$79M

	Existing Hospital Space Renovations
	Expand ITA court in the most appropriate location; move/expand gamma knife; lab; Public Health Tuberculosis and STD clinics; Medical Examiner's Office; nutrition, etc.

	$178M

	Harborview Hall
	Seismic upgrades; improve/modify space; create space for up to 150 respite beds; maintain enhanced homeless shelter in the most appropriate location

	$108M

	Center Tower
	Seismic upgrades; improve and modify space for offices

	$248M

	Pioneer Square Clinic
	Seismic and code improvements; improve and modify space for medical clinic/office space

	$20M

	East Clinic
	Demolish East Clinic Building

	$9M

	Site Improvements/Misc.
	Site preparation (~$66M); 1% for Art (~$13M); Project Labor Agreement (~$5M); Project Management (~$17M); plant infrastructure upgrades - primarily energy systems (~$46M)

	$146M

	
	TOTAL
	$1.74B




County Process for the Issuance of Bonds and Refunding Bonds.  As was permitted under Ordinance 19279 adopted in May 2021 relating to LTGO bonds, Proposed Ordinance 2021-0210 would also allow the Finance Director, subject to certain specified parameters and in consultation with bond counsel and the County’s Financial Advisor, to directly issue and approve the sale of the project bonds and any refunding bonds for outstanding UTGO debt and all future debt authorized under this ordinance. This delegated authority to the Finance Director would expire five years after the effective date of the proposed ordinance. After that time, the sale of additional series of bonds will need to be reauthorized through Council ordinance. There is estimated to be $440 million yet to be sold for the HMC bond between 2026 and 2029. Executive staff stated that the five-year timeframe proposed in Proposed Ordinance 2021-0210, "seemed appropriate to create a point in time to go back to the Council to confirm the ongoing delegation of authority. Five years was chosen as approximately half way through the projected timeline."

The process for the issuance of bonds typically involves two steps. First, the Council considers a proposed ordinance authorizing the issuance of debt for a specified purpose. Historically, the Council then considers a proposed motion approving the recommended and sale which occurs on the day of the sale. The proposed sale motion generally includes such information as the participating financial institution, the interest rate, the term, and other pertinent conditions. In May 2021, the Council adopted Ordinance 19279, which authorized the issuance of limited tax general obligation bonds for 2021, also granted the authority of the County's Finance Director to approve the sale of the bonds instead of Council authorizing the sale through adoption of a proposed motion. Proposed Ordinance 2021-0210 would also provide the same authority to the County’s Finance Director. 

For accountability measures, the Proposed Ordinance requires that the sale of any series of bonds is required to be reported to the Council and the Executive Finance Committee in their annual report transmitted by March 31 of each year.

Revised Fiscal Note.  Executive staff provided a revised fiscal note that removes information from unrelated legislation and includes a debt service analysis through the retirement of the bonds in 2050.

AMENDMENTS

Amendment 1 to Proposed Ordinance 2021-0210 would make technical changes relating to the annual report of bond sales and would correct the name of the fund bond proceeds would be deposited into and adding the number of the fund into the ordinance.  



image1.png
kil

King County




