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The Honorable Dow Constantine





July 22, 2009
Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Constantine:

This package of proposed legislation is comprised of one ordinance and two motions that would authorize the issuance and sale of unlimited tax general obligation (UTGO) bonds in a total amount not to exceed $45 million (the “Refunding Bonds”) for the purpose of refunding certain outstanding county UTGO bonds (the “Refunding Candidates”).  We are requesting council action as soon as possible, but no later than the end of September to achieve anticipated debt service savings.
The county works closely with its financial advisor, Seattle Northwest, to identify opportunities to reduce debt service on its outstanding debt through the issuance of refunding bonds.  Consistent with the countywide Debt Management Policy that was adopted by Motion 12660, the county looks to achieve debt service savings that have a present value of at least 5 percent of the amount of the bonds to be refunded in the case of “advance refundings” (undertaken more than 3 months prior to the first call date of the debt to be refunded).  The same 5 percent savings target applies to “current refundings” which are undertaken within 3 months or after the first call date of the refunded debt when there is 10 or more years remaining on the life of the bonds.  For current refundings in which the remaining term to maturity gets shorter, the Debt Management Policy allows progressively lower savings thresholds, e.g. 4 percent present value savings for bonds with 7 to 10 years to maturity, 3 percent for bonds that are 4 to 7 years to maturity.
Interest rates have recently fallen to a level that would allow the advance refunding of the outstanding UTGO bonds that were issued in 2001 to provide initial funding for the voter-approved Harborview project.  As such, it is important to authorize the advance refunding of these bonds so that the county can meet or exceed target level debt service savings for taxpayers as soon as possible, assuming that interest rate conditions remain favorable.
In addition, it is also considered prudent to expand the authorization to allow for the refunding of the UTGO bonds that were issued in 2000.  Since these 2000 UTGO bonds were themselves issued for the purpose of refunding previous UTGO bonds, primarily those approved by voters under Forward Thrust, they are not eligible to be advance refunded.  However, they will be eligible to be refunded for the first time in September 2010 on a current basis.  The relatively high interest rates on these outstanding 2000 bonds mean that their current refunding at the earliest opportunity will almost certainly achieve savings in excess of the required target.   
Collectively, these two series of bonds therefore comprise the Refunding Candidates under this proposed authorization.  Failure to adopt this legislation would deprive the county of opportunities to reduce the future debt service that county taxpayers must pay through the excess property tax levy on outstanding voter-approved bonds.

The ordinance delegates authority to the Director of the Finance and Business Operations Division to determine, in consultation with the county’s financial advisors, the timing and method of any sale of the Refunding Bonds pursuant to this authorization and which of the Refunding Candidates should be refunded.

Given the potential that the 2001 bonds will be advance refunded prior to the time that the 2000 bonds can be currently refunded, two series of Refunding Bonds are likely to be issued under this authorization.  The draft sale motions included in this package of legislation would accept the winning bids or purchase contracts for, and confirm the terms of, each series of the Refunding Bonds are also included in this legislative package for prior committee consideration.  On the day of any such sale, a revised version of the relevant motion will be brought before the council.
If you have questions regarding this legislation, please call Ken Guy, Director of the Finance and Business Operations Division, at 206-263-9254, or Nigel Lewis, Senior Debt Analyst in the Treasury Operations Section, at 206-296-1168.
Sincerely,

Kurt Triplett

King County Executive
Enclosures

cc:
King County Councilmembers



ATTN:  Tom Bristow, Interim Chief of Staff




  Saroja Reddy, Policy Staff Director






  Anne Noris, Clerk of the Council




  Frank Abe, Communications Director
Bob Cowan, Director, Office of Management and Budget (OMB)

Beth Goldberg, Deputy Director, OMB 
James J. Buck, County Administrative Officer, Department of Executive 
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Ken Guy, Director, Finance and Business Operations Division (FBOD), DES
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