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January 20, 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 ordinance, if adopted, will declare King County as a Recovery Zone as authorized by the federal American Recovery and Reinvestment Act (ARRA).

This declaration is required for King County to qualify for two new bond programs created by ARRA, also known as the federal Stimulus Program.  These two new programs are Recovery Zone Economic Development Bonds and Recovery Zone Facility Bonds.  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 a broad range of economic development projects such as capital projects and job training and educational programs.  Recovery Zone Economic Development Bonds are a subset of Build America Bonds, also authorized by ARRA, which strictly fund capital projects at a thirty-five percent interest payment subsidy.  Recovery Zone Facility Bonds are tax-exempt private activity bonds lower borrowing costs to private business to finance a broad range of depreciable capital projects.  They are available for most private business activity.
Under both programs, the State of Washington is entitled to an allocation of the national bond limitation (“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 $23,169,000 in issuing authority for Recovery Zone Economic Development Bonds and $34,754,000 in issuing authority for Recovery Zone Facility Bonds.  Once King County designates itself as a Recovery Zone, these allocations will be available for use by the county and its cities, excluding the cities of Bellevue and Seattle, which have received their own federal suballocations of the state’s volume cap.
The Washington State Department of Commerce adopted emergency amendments to the Washington Administrative Code (WAC) to implement these programs on November 24, 2009.  The public hearing for adoption of permanent amendments to the WAC was held on January 6, 2010 in Olympia.  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.  Under the emergency rules adopted by the state, the state proposes that any bond allocation not used by the end of June, 2010 may be recaptured by the State and reallocated to other jurisdictions.  
The Recovery Zone designation is required by the Internal Revenue Service, and no project may be financed under either bond program without it.  A Recovery Zone is defined as an area having significant poverty, unemployment, home foreclosures, or general distress.  I believe King County qualifies under this definition give the following economic data:

· The unemployment rate at the end of September, 2009 was 8.8 percent;
· The number of unemployed workers grew by 6,670 in September, 2009;

· Through the end of October, King County companies have laid off over 14,000 employees in 2009.
· Small and medium-sized businesses continue to have difficulty accessing credit;

· The median price for a house fell to $350,000 in October 2009, a decline of fifteen percent from its high of $410,000 in April, 2008;

· Seaport cargo has declined by 11.9 percent and air cargo has declined by 7.9 percent year-to-date at the Port of Seattle;
· Bankruptcy filing during September, 2009 increased fifty-seven percent over September, 2008;

· Notice of Trustee Sales of homes have increased eighty percent year-to-date over 2008; and
· Significant public infrastructure and private business assets are at risk from potential flooding in the Green River Valley this coming winter.

If adopted, this ordinance will designate King County, excluding the cities of Bellevue and Seattle, as a Recovery Zone for the purpose of financing eligible projects with Recovery Zone Economic Development Bonds and Recovery Zone Facility Bonds.
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.
Sincerely,

Dow Constantine
King County Executive
Enclosure
cc:
King County Councilmembers



ATTN:   Tom Bristow, Chief of Staff




   Anne Noris, Clerk of the Council


Toni Rezab, Acting Director, Office of Management and Budget
Bob Cowan, Acting Chief Administrative Officer, Department of Executive 
    Services (DES)

            Ken Guy, Director, Finance and Business Operations Division, DES
Elissa Benson, Deputy Director, Office of Strategic Planning and Performance 

    Management (OSPPM)
            George Northcroft, Manager, Business Relations and Economic Development, OSPPM
