
AB 6715
First Reading of Ord. No. 25-13 
Bond Levy for the PSM Facility
July 1, 2025



Background

2

June 17 meeting the City Council

 Approved Public Safety & Maintenance (PSM) Facility schematic design. 

 Approved PSM Facility project budget not to exceed $103.9 million.

 Begin to solicit community members to serve on the Pro/Con committees.

 Directed staff to prepare the bond levy ordinance for first reading.



Action Items this Evening
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Finalize elements of Ordinance No. 25-13 for second reading

1. PSM Facility and the 1% for the Arts requirement (Ord. No 25C-19).

 Will inform the final not-to-exceed amount of bond issuance.

2. Length of the repayment schedule on proposed bonds.

3. Ballot proposition language.

4. Explanatory Statement language review.



1% for the Arts Requirement
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If the City Council adopted Ordinance No. 25C-19 (AB 6725) 

AND would like to wholly or partially exempt the PSM Facility 

from the 1% for the Arts requirement, 

a motion is required to amend the bond ordinance and include 

the exemption.
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Bond Ordinance No. 25-13

 Outlines the purpose of the bonds – pay for PSM Facility 
from concept through completion. 

 Limits eligible uses to designing, constructing, creating 
access to and furnishing the PSM Facility. 

 Levies excess property taxes to pay the bonds. 



City’s Current Debt
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 City’s total capacity for debt limited by state law to 7.5% of 
total assessed value of taxable property within the City.

 General obligation debt may not exceed 2.5%, of which 1.0% may be 
voted-debt (voter approved). 

 Current debt amounts to $33.2 million.

 With proposed UTGO bond issuance for PSM facility, City’s 
remaining debt capacity is $392 million, or 74% of total 
assessed value of taxable property.



Bond Issuance
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 City’s typically pay for public investments that span multiple 
generations via general obligation bonds.

 City pledges to use all available resources to repay debt 
(principal and interest) to bondholders. 

 Two kinds of General Obligation debt:

 Limited Tax General Obligation (LTGO)

 Unlimited Tax General Obligation (UTGO)



Bond Issuance
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Limited Tax General Obligation
 Debt must be repaid using existing resources. 

 Does not require voter approval. 

Unlimited Tax General Obligation
 Debt must be repaid using new resource: excess levy property tax.

 New tax resource dedicated strictly to pay for the PSM Facility.  

 Requires 60% voter approval and 40% voter turnout based on the 
previous general election. 



Bond Issuance
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Based on the nature of the PSM Facility investment, staff recommends 
the City issue UTGO bonds via voter approval.  

 Seismically rated level IV facility. 

 A 50+ year useful life.

 Debt service from bonds exceeds the City’s current revenue capacity.

 Bonds spread the financing costs over time. 



Structure of Bond Issuance
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 With Level Debt Service the total annual principal and interest 
payments remains relatively constant over the life of the bonds.

 A taxpayer's annual payment per year remains consistent year-to-year. 

 With Level Tax Rate structure, the levy rate is kept constant and debt 
service payments increase year-to-year over the life of the bonds. 

 The amount paid by taxpayers increases year-to-year at the same rate as the 
projected growth of their property’s assessed value.



UTGO Bonds – 20-year level debt service
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Note: Rates as of June 18, 2025.



UTGO Bonds – 20-year level tax rate
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Note: Rates as of June 18, 2025.



Structure of Bond Issuance
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Level debt service is assumed in Ord. No. 25-13.

 Often favored for large, long-term capital projects by spreading the 

repayment burden evenly over the life of the bonds. 

 Avoids higher overall interest cost due to increasing year-to-year 

debt service.



Phased Financing
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 Federal tax laws require 85% “spend-down” within 3 years of issuance.

 Staggered bond issuances given project phases and overall timeline 
exceeds 3 years. 

 Smaller portions of the $103.9 million issued to align with the 
different project phases instead of issuing one large Bond upon 
voter approval. 



Phased Financing
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 The structure of the bond series issued will impact the levy rate and annual debt 
service over the life of the bonds.



Premium Example
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 Example of coupon/yield relationship

 25-year term, level debt



Premium Example
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 Example of sources and uses of funds

 25-year term, level debt



Repayment Schedule Options
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City Council, tonight we will need you to provide 
policy direction on the length of the repayment 

schedule.



Repayment Schedule
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Length of time debt from bond issuance is repaid via excess levy

 Longer the term, the higher the interest rate and the greater amount of 
interest paid over life of the bond. 

 Spreading repayments over a longer period lowers annual debt service. 

 Result: Lower monthly financial burden for Mercer Island taxpayers.

 Additional factors include current interest rates, impact to taxpayers, 
PSM Facility’s useful life, intergenerational equity, among others.



Repayment Schedule Options
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Length of Bond Repayment Schedule 
Years

20 25 30 35

Final Maturity 12/1/2045 12/1/2050 12/1/2055 12/1/2060

All-In True Interest Cost (TIC)1 4.20% 4.52% 4.73% 4.89%

Total Debt2 $155,400,606 $175,436,841 $196,304,404 $218,938,553
Total Interest $58,245,606 $77,241,841 $97,204,404 $119,668,553

City Average Annual Debt Service $7,832,034 $7,062,201 $6,578,198 $6,283,814
Household Financial Impact per Month3 $62 $56 $52 $50

1 Market conditions as of June 23, 2025.

2 Source: Piper Sandler & Co.

3 Assumes a home with a $2,000,000 assessed value in 2025.  



Ballot Measure

21

Ballot Proposition Explanatory Statement



Next Steps
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 Any feedback this evening will be incorporated into the 
explanatory statement and/or Ordinance No. 25-13 for second 
reading and adoption at the July 15 Council meeting.

 Recruitment is underway for the formation of Pro and Con 
Committees. Applications will be presented at the July 15 Council 
meeting. 



Staff Recommendation
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1. (Optional motion if Council passes Ordinance No. 25C-19 at first reading - AB 
6725) Provide direction via motion to bring back Ordinance No. 25-13 with either a 
full or partial exemption of the PSM Facility project from the 1% for Arts contribution 
requirement.

2. Provide direction on the explanatory statement and Ordinance No. 25-13 and 
schedule second reading and adoption of Ordinance No. 25-13 at the July 15, 2025 
City Council meeting.

3. Move to Appoint Mayor Nice, Deputy Mayor Rosenbaum, and Councilmember 
Reynolds to the Ad-hoc Working Group to review the Ballot Proposition and the 
Explanatory Statement for the PSM Facility bond measure with the City Manager 
and the City Attorney and prepare a final recommendation for City Council consider 
at the July 15, 2025 Council meeting.
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Questions
Jessi Bon, City Manager

Matt Mornick, Finance Director

Robbie Cunningham Adams, Senior Management Analyst

Deanna Gregory, Partner, Pacific Law Group

Justin Monwai, Senior Vice President, Piper Sandler & Co.
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