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SUBJECT
 
Three ordinances authorizing new debt and the refinancing (refunding) of existing debt. 

SUMMARY

Proposed Ordinance 2015-0165 would authorize the County Executive to issue $350 million in new debt to finance Capital Improvement Projects within the County’s Wastewater Treatment Division (WTD) capital budget. These bonds would be backed by reveneus from the sewer system.  

Proposed Ordinance 2015-0166 would authorize the County Executive to refund existing WTD debt should the right interest rate conditions arise. 

Proposed Ordinance 2015-0284 would authorize the Executive to refund the existing outstanding debt associated witht the King Street Center. 

All projects proposed to be funded from these bond issues have previously been approved by the County Council, these ordinances simply put into place the financing to support these projects. 

BACKGROUND 

There are several types of long-term debt instruments used by King County. These are: 

1. Unlimited Tax General Obligation Bonds (UTGO)(or just General Obligation Bonds). These bonds come with the full faith and credit of King County. These are voter-approved bonds with pledged repayment of obligations coming from the bond proceeds. The outstanding Harborview Medical Center bonds are an example of current UTGO bonds issued by the County. 

2. Limited Tax General Obligation Bonds (LTGO). These bonds come with the full faith and credit of the County that is not subject to voter approval. 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 as repayment is not guaranteed by the voters. 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. The Wastewater Treatment Division is the only county agency that regularly uses revenue bonds. 

4. 63-20 Bonds. Named after IRS Rule #20 issued in 1963. This type of debt is issued by a non-profit corporation to let local governments manage construction 
risk.

Ordinances 2015-0165 and 2015-0166 are backed by revenues from the sewer system and are therefore sewer revenue bonds. Ordinance 2015-0284 is a 63-20 issue that is being refunded and replaced with LTGO debt at a lower interest rate. 

ANALYSIS

Over the last two biennia (2013/14 and 2015/16) the County Council has adopted about $725 million in capital projects for the County’s Wastewater Treatment Division. Typically, WTD requests and is granted authority for one or two bond issues throughout the year. Proposed Ordinance 2015-0165 would authorize the Exeucutive to issue up to $350 million in new debt to fund this CIP program. The debt would be backed by the revenues from the sewer system. 

This ordinance would not approve any additional funding or projects – it would merely authorize the Executive to raise the cash necessary to construct the projects previously approved by the County Council. Staff have not identified any issues with this request. 

Proposed Ordinance 2015-0166 would authorize the County Executive to refund or refinance existing debt of the Wastewater Treatment utility to lower debt service costs paid by the County (through charges to ratepayers of the system). Table 1 shows the outstanding Wastewater Treatment Division debt. 











Table 1: Outstanding WTD Debt as of September 1, 2015
	 
	Original Principal
	Outstanding Principal

	 
	 
	 

	Sewer Revenue Bonds
	 
	 

	2006 Bonds
	$124,070,000
	$24,070,000

	2006 (2nd Ser) Bonds
	$193,435,000
	$127,035,000

	2007 Bonds
	$250,000,000
	$3,585,000

	2008 Bonds
	$350,000,000
	$5,550,000

	2009 Bonds
	$250,000,000
	$215,480,000

	2010 Bonds
	$334,365,000
	$315,985,000

	2011 Bonds
	$175,000,000
	$168,495,000

	2011B Bonds
	$494,270,000
	$408,615,000

	2011C Bonds
	$32,445,000
	$32,445,000

	2012 Bonds
	$104,445,000
	$104,445,000

	2012B Bonds
	$64,260,000
	$64,260,000

	2012C Bonds
	$65,415,000
	$65,415,000

	2013A Bonds
	$122,895,000
	$117,560,000

	2013B Bonds
	$74,930,000
	$68,135,000

	2014A Bonds
	$75,000,000
	$75,000,000

	2014B Bonds
	$192,460,000
	$190,790,000

	2015A Bonds
	$474,025,000
	$474,025,000

	total
	$3,377,015,000
	$2,460,890,000

	 
	 
	 

	Double-Barreled Bonds 
	 
	 

	Series 2008
	$236,950,000
	$216,540,000

	Series 2009
	$300,000,000
	$35,135,000

	Series 2012
	$68,395,000
	$67,755,000

	Series 2012B
	$41,725,000
	$41,725,000

	Series 2012C
	$53,405,000
	$53,405,000

	Series 2015A
	$247,825,000
	$247,825,000

	total
	$948,300,000
	$662,385,000

	 
	 
	 

	Variable Rate Debt
	 
	 

	Commercial Paper, Series A
	$100,000,000
	$100,000,000

	2001A
	$50,000,000
	$50,000,000

	2001B
	$50,000,000
	$50,000,000

	2010A
	$50,000,000
	$50,000,000

	2010B
	$50,000,000
	$50,000,000

	2011 Direct Purchase
	$100,000,000
	$100,000,000

	2012 Direct Purchase
	$100,000,000
	$100,000,000

	total
	$500,000,000
	$500,000,000

	 
	 
	 

	TOTAL
	$4,825,315,000
	$3,623,275,000



The Executive transmitted Proposed Ordinance 2015-0166 without a maximum on the amount of existing debt that could be refunded. All other previous refunding ordinances have included a cap on the amount that could be refunded. Currently, the projections are that about $24 million of existing debt could be refunded under current interest rate conditions. However, if interest rates fell another 0.50 percent then that amount would increase to almost $900 million, this would represent most of the bonds issued before 2011. Councilmembers may wish to reinstate a cap on the amount of authorization granted to the Executive. 

[bookmark: _GoBack]Proposed Ordinance 2015-0284 would authorize the County Executive to refund the remaining debt on the King Street Center. The current estimate is that the refunding would save the County about 6.75 percent on a net present value basis and save about $2.3 million which would accrue to the tenants of the building (mostly Parks and Transit). 

AMENDMENT

The County has a policy requirement to achieve a 5 percent net present value savings for any refunding. Historically, the ordinances authorizing refundings have also included a maximum amount of bonds to be refunded. Proposed Ordinance 2015-0166 was transmitted without an upper limit, thereby not providing any cap for how much the Executive is authorized to refund. At the direction of the chair, Amendment S1 has been prepared to add a cap. Amendment S1 would add a cap of $900 million, which represents the Executive Branch’s estimate of the potential amount of bonds that could be refunded if interest rates dropped by 0.50 percent (50 basis points).  

ATTACHMENTS

1. Striking Amendment S1 to Proposed Ordinance 2015-0166
2. Title Amendment T1 to Proposed Ordinance 2015-0166
3. Proposed Ordinance 2015-0165, including attachments
4. Proposed Ordinance 2015-0166, including attachments
5. Proposed Ordinance 2015-0284, including attachments
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1. Nigel Lewis, Senior Debt Analyst, FBOD
2. Rob Shelley, Financial Advisor, Piper Jaffray
3. Ken Guy, Finance Director, FBOD
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