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STAFF REPORT
SUBJECT:

Proposed Ordinance 2012-0270 would create a codified mechanism for other municipalities within King County to seek partnerships with the County on jointly funding civic infrastructure improvements. 

BACKGROUND:

Municipalities throughout Washington State often jointly partner on projects to meet the needs of both organizations. This is most often accomplished through the use of Interlocal Agreements or ILAs entered into between the two entities. These ILAs allow the various municipal entities to accomplish the needs of both organizations where, in many cases, neither government could accomplish a project on its own. 
King County, for example, has a very large excess of debt capacity. In this case, this is defined as the difference between allowable municipal debt (under state law) and current or projected future county need for debt. This proposed ordinance contemplates allowing the County and other municipalities to use some of that excess debt capacity for civic improvement functions providing a number of criteria are met. 

ANALYSIS: 

Proposed Ordinance 2012-0270 essentially codifies a requirement that the King County Office of Performance Strategy and Budget (PSB) “score” or evaluate proposals from other municipalities to determine if the project might warrant further development of an interlocal agreement to partner on the project. 
The ordinance specifies a number of criteria that must be met for the project to warrant further consideration. 

1. The Project Must be located in King County (Section B.1): 

This section requires that only municipalities located within King County are eligible for potential partnerships. While this requirement is likely not a legal absolute, the proposal to limit the scope of the project to King County municipalities seems to be a reasonable choice. 

2. The project must be located in a partner city (Section B.2) 

This section would limit the complexity and opportunities for very complicated proposals to come forward. Basically, this section limits the proposed partnerships to ones between King County and the City that is making a proposal. 

3. The proposed project must serve a county purpose and be determined to have broad regional benefit. (Section B.3) 

This section has broad impacts. In order for the interlocal agreement to be allowable under state law, the County must receive consideration or benefit from the arrangement. This avoids the concept of gifting public funds to other municipalities. In addition, the County would have to determine that the project has broad regional benefit. The ordinance does not define this term, leaving it to the County Council to make a determination on a case-by-case basis. 

4. The partner city must identify the available secured revenue sources for the proposed project (Section B.4)

As noted earlier, the County has excess debt capacity. This means the County has the ability to issue additional debt under state law. What the County does not have, is the ability to retire additional debt. This means that these proposals must come with a reasonable degree of certainty that the partnering city has identified a sufficient revenue source to retire the additional debt issued through the partnership. It will be PSB’s responsibility to evaluate the proposal, and ultimately the Council’s decision as to whether this threshold has been met. 

5. The County’s contribution shall be limited to an amount that can reasonably be supported by the established or identified available tax revenues or other secured revenues identified by the partner city, and will be in an amount that is appropriate for the specific circumstances of the proposal. County debt will be used only if the county has determined that its participating gin the project with the partner city project would be consistent with the county’s debt policies and would not adversely impact the county’s bond rating or finances. (Section B.5)

This section has many elements, but should be read to indicate that the County will not issue debt beyond the amount that the County reasonably believes could be supported by the available identified revenues. Additionally, even if there were sufficient revenues to retire additional debt, the County would not issue that debt or partner with the city if it potentially impacted the County’s debt rating or finances. 
6. The partner city must enter into an ILA with the County. The ILA may further establish roles and responsibilities of the partner city, and the county, including the financing, management, ownership, communication, oversight and accountability mechanisms that may be required by the county as the basis for its participation in the partner city’s project (Section B.6)
An ILA for joint financing would be a requirement under state law. 

7. The bond proceeds may only be used for development and construction. Proceeds may not be used for operations (Section B.7)

This limits the County’s participation to that of a construction and development investor. This additionally limits the County’s risk in subsequent years as there would not be an expectation of operating funds being appropriated in future years as might be the case if the County were a partner in the operation of the civic project. 

8. The partner city shall cover all costs associated with the bond issuance (Section B.8)

This section makes very clear that the partner city will be the entity that pays for bond issuance costs. These costs can sometimes be as high as 1% of a project and often are included in the principal amount of the bonds. 

9. The project must satisfy all environmental requirements (Section B.9)
10. The project must receive all necessary permitting (Section B.10)
These final two sections, taken together, are further insurance on the County end that the projects that the County reviews and potentially move forward on are actually projects that are feasible and ready to move forward. 

AMENDMENT: 

This proposed ordinance was not reviewed by the Code Reviser prior to introduction. As such, the Code Reviser has recommended a number of technical changes contained within Striking Amendment S1. These changes comport the proposed ordinance to the drafting standards and current versions of the King County Code. 
REASONABLENESS: 

Proposed Ordinance 2012-0270 creates a process and a number of very specific requirements that would govern the County’s participation in joint funding proposals with other municipalities. The requirements within the proposed ordinance identify the necessary types of security and parameters for these projects. Furthermore, the proposed ordinance reserves decision making authority for the Executive and County Council after PSB has completed their analysis.  As such, adoption of this ordinance would constitute a reasonable business decision. 
INVITED:


Dwight Dively, Director, Office of Performance, Strategy and Budget
ATTACHMENTS:
1. Striking Amendment S1

2. Title Amendment T1
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