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June 28, 2010
The Honorable Bob Ferguson
Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Ferguson:
The enclosed proposed motion, if approved, will approve my recommendations for using King County’s allocation of Recovery Zone Bonds.
On March 29, 2010, the King County Council passed Ordinance 16787 declaring King County as a Recovery Zone in order to qualify for Recovery Zone Facility Bonds and Recovery Zone Economic Development Bonds authorized by the Federal American Recovery and Reinvestment Act, also known as the federal Stimulus Program.

Recovery Zone Facility Bonds are tax-exempt private activity bonds that provide lower borrowing costs to private businesses to finance depreciable capital projects.  Recovery Zone Economic Development Bonds are taxable bonds that allow state and local governments to obtain lower borrowing costs, through a forty-five percent federal interest payment subsidy, to finance public infrastructure and facilities.

Under both programs, the state of Washington is entitled to an allocation of the national bond limitation or volume cap in proportion to the state’s 2008 state employment decline relative to the 2008 state employment decline of all of the states.  The United States Department of the Treasury has further suballocated a portion of the state’s volume cap to certain counties and large municipalities having a population greater than 100,000.  Pursuant to such federal suballocation, King County has been allocated $34,754,000 in issuing authority for Recovery Zone Facility Bonds and $23,169,000 in issuing authority for Recovery Zone Economic Development Bonds.  

The Washington State Department of Commerce adopted permanent amendments to the Washington Administrative Code (WAC) to implement these programs on January 6, 2010.  Pursuant to these rules, the state acknowledges King County’s authority to decide which projects are funded.  Under federal law, bonds under either program must be issued prior to January 1, 2011, and there is no limit on project size up to the allocation limit.
Recovery Zone Facility Bonds

Project applications for Recovery Zone Facility Bonds (RZFB) were due on May 14, and we received two applications totaling $14.7 million.  Both projects have a preliminary bond counsel opinion that they are eligible, and both projects have a letter of interest from a bank.  A brief description of each project is as follows:
1.  Issaquah Medical Building.  This is a $25.2 million project requesting $13.2 in RZFB allocation.  The project will construct a new, three-story medical building in the heart of Issaquah on the North/South I-90 undercrossing roadway.  This 55,000 square foot, state-of-the-art medical building is designed to Leadership in Energy and Environmental Design (LEED) Gold standards.  This project has been envisioned and designed with input from the City of Issaquah and has full support from the City.

The project will create 71 new construction jobs and 46 new permanent jobs.  The tenants will represent independent private practice physicians providing specialty services such as imaging, gastro endoscopy, and OB/GYN, as well as internal medicine practices.  

2.  Kenmore Air Harbor, Inc. Hangar.  Kenmore Air Harbor is largely considered to be the world leader in seaplane fixed base operations.  This is a $1.6 million project requesting $1.5 million in RZFB allocation.  The project will construct a new 16,000 square foot hangar designed to provide indoor maintenance space.  Currently, the company must conduct a significant portion of its maintenance operations, for its seaplanes and landplanes and for privately-owned aircraft, outside.  This places it at a disadvantage with its largest competitors in the United States and Canada because it cannot perform work during the winter months.  The new hangar will provide for year-round maintenance work resulting in the retention of three jobs and the creation of three new jobs.  The project will create 12-18 construction jobs.  The City of Kenmore has passed a resolution supporting this project.  
As required by the ordinance, these projects were reviewed by a working group which consisted of Michael Alvine from Council staff, Jeff Marcell, Chief Operating Officer of enterpriseSeattle, and Ray Moser, Economic Development Manager for King County.  The working group recommended to me that these projects receive the bond allocation for which they applied.  I therefore request that you approve these two projects for RZFB allocation to allow them to proceed to financing and construction as quickly as possible.
Given our progress to date, the State Department of Commerce has extended our deadline to identify the use of our remaining $20,054,000 in RZFBs to July 31, 2010.  We have already begun to solicit additional project applications.  If we do receive additional applications, I will send you a second motion with project recommendations at that time.     
Recovery Zone Economic Development Bonds
With the assistance of our financial advisor, Seattle Northwest Securities, we have determined the most efficient use of the county’s $23,169,000 allocation of Recovery Zone Economic Development Bonds (RZEDB) is to help finance the $43 million first phase of the Northeast Novelty Hill Road project.  The balance of the $43 million will be financed by Build America Bonds (thirty-five percent federal interest payment subsidy) and/or tax-exempt bonds.  The first phase will design and construct road improvements to Union Hill Road in the vicinity of 196th Avenue NE, 196th/195th Avenue NE from Union Hill Road Northeast to Novelty Hill Road, and Novelty Hill Road at 196th Avenue Northeast.  Work will include replacing Evans Creek Bridge, constructing stormwater facilities and stream and wildlife crossings, and developing mitigation sites. 
If you have any questions regarding this transmittal, please contact Elissa Benson, Deputy Director of the Office of Strategic Planning and Performance Management, at 206-263-9682, or Ken Guy, Director, Finance and Business Operations Division, at 206-263-9254.
Sincerely,

Dow Constantine
King County Executive
Enclosures
cc:
King County Councilmembers



ATTN:  Tom Bristow, Chief of Staff



              Anne Noris, Clerk of the Council

Dwight Dively, Director, Office of Management and Budget & Office of Strategic 

    Planning and Performance Management

Elissa Benson, Deputy Director, Office of Strategic Planning and Performance


    Management (OSPPM)
            Ray Moser, Manager, Business Relations and Economic Development 
                (OSPPM)
Caroline Whalen, County Administrative Officer, Department of Executive 

    Services (DES)
            Ken Guy, Director, Finance and Business Operations Division, DES
