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SUBJECT:  
AN ORDINANCE authorizing the executive to enter into five agreements with the Washington State Department of Ecology for loan financing for five wastewater capital projects.
SUMMARY:  
Proposed Ordinance 2012-0275 (Attachment 1) authorizes the executive to enter into  loan agreements with the Washington State Department of Ecology for a little over $20 million in loan financing at 2.7 percent interest with a term of 20 years for the planning/design and construction costs of five different wastewater capital projects.  The loans are estimated to save King County $24.8 million in interest expense over 40 years compared to conventional bond financing, for a net present value of $5.3 million in 2012 dollars.
BACKGROUND:
The following projects have been awarded State Revolving Fund loans for state fiscal year 2013.  


Loan amount

Barton Combined Sewage Overflow (CSO) Control Project Design
$4,4644,790

King County currently averages four overflows per year at the Barton Pump Station, releasing approximately four million gallons of dilute sewage and stormwater into Puget Sound. This project includes the design of Green Stormwater Infrastructure (roadside rain gardens) in the Barton sub-basin to control CSOs to no more than one overflow per year on a 20 year average.  Adequate stormwater will be diverted and infiltrated/stored to achieve CSO control at the Barton pump station.  
Murray CSO Control Project Design
$5,001,000

The Murray Pump Station averages five untreated CSO events per year, discharging 5 million gallons into Puget Sound off of Seattle’s Lowman Beach Park.  A new underground storage tank across the street from the park is being designed to store approximately one million gallons when the Murray Pump Station exceeds maximum capacity.
North Beach CSO Control Project Design
$2,947,050

The North Beach combined sewer overflow facility has an average of ten overflows per year that result in a total discharge of approximately 2.2 million gallons into Puget Sound annually. King County is designing and building an underground storage pipeline in the right-of-way in N.W. Blue Ridge Drive and Triton Drive N.W. This facility will need to store about 230,000 gallons of peak flows when the North Beach Pump Station reaches maximum capacity.

South Magnolia CSO Control Project Design
$5,193,826

The South Magnolia combined sewer overflow (CSO) facility has an average of 19 overflows per year that discharge a total of 31 million gallons of untreated wastewater and stormwater into Puget Sound annually.  King County is designing and building an underground storage tank in the Port of Seattle’s Terminal 91 West Yard south of the Magnolia Bridge. This facility will store peak combined sewer flows so that CSOs are limited to no more than one per year on a long-term average.
Fremont Siphon Replacement Project Facilities Plan



$2,213,531

The Fremont Siphon is a critical conveyance line that carries wastewater from the county’s northeastern service area to the West Point Treatment Plant. The siphon pipelines, which may convey up to 220 million gallons per day during storms, are located under the Lake Washington Ship Canal, west of the Fremont Bridge. The siphon was installed in the early 1900’s and has provided wastewater conveyance service for almost 100 years.  King County is planning to replace the existing siphon by installing new pipelines in a separate crossing under the Ship Canal, just west of the existing siphon to maintain operations during construction and to provide future safe and  reliable service. The County will still retain the existing space in the Fremont Tunnel for Wastewater Treatment Division uses.

The State Revolving Fund Loan   
The State Water Pollution Control Revolving Fund, created by the Legislature in 1988, is intended to “provide financial assistance to…local governments for…water pollution control facilities…for the protection of the state's waters.”  The state’s Department of Ecology administers the loan program, and accepts and reviews application for funding water pollution control projects.  
In the past twelve years, the Wastewater Treatment Division (WTD) has secured over $120 million in State Revolving Fund loan funding, saving an estimated $121 million in debt service with a net present value of approximately $36 million.
In July 2012, the county received a final SRF loan offer from the state Department of Ecology of $20,000,197 for five projects in the design phase before construction, contingent upon signature of a loan agreement by both parties.  Authorization for the loan agreements is the subject of this proposed ordinance.    The legislation attaches an example of one of the loans
Terms of State Revolving Fund Loan 
Key provisions of the proposed loan are as follows:
· ​Total loan amounts:  $20,000,197
· Loan Term:  20 years

· Interest Rate:  2.7 percent
· Repayment:  Commence 2014 and repaid within 20 years of first disbursement.  (The planned payments on the loan are shown on the Fiscal Note for the legislation- Attachment 2)
ANALYSIS:
Savings

The estimated savings on utilizing SRF loan financing instead of standard bond financing are detailed in Fiscal Note (Attachment 2).  The low interest loan agreements are estimated to save King County $24.8 million in interest expense over 40 years, or a present-day value of $5.4 million in savings in 2012 dollars.
The use of alternative financing benefits the ratepayers – by reducing expenses and keeping wastewater treatment rates as low as possible.
Loan Requirements
The proposed SRF loan comes with various requirements, including quarterly reporting to the state and completion of the project in accordance with the proposed timeline and scope.  WTD does not anticipate any difficulties in complying with the project completion deadlines for the loans.  WTD’s grant administration infrastructure should be able to meet loan requirements with a minimum of added cost.  Therefore, there are no additional expenses in accepting this SRF loan compared to conventional bond financing.
Timing
The ordinance needs to be approved and in effect (10 day enactment period) in order for the division director to sign the loan agreement.  The signed loan agreements are expected to apply to at least one project concluding its design phase by the end of October.  Therefore, if the Council wishes to authorize the loan agreements, it would be prudent to accomplish this in September.  
REASONABLENESS:
Proposed Ordinance 2012-0275 authorizes the Executive to enter into agreements with the Washington State Department of Ecology for loan financing for five capital projects in the design/planning phase.  This would result in estimated savings to King County of $24.8 million.  Therefore, it appears to be a reasonable and prudent financial and business decision.
INVITED:

1. Pam Elardo, Division Director, Wastewater Treatment Division, DNRP
2. Kathy Loland, Project Planning and Delivery Manager, WTD
ATTACHMENTS:
1. Proposed Ordinance 2012-0275 with attachment

A. Washington State Water Pollution Control Revolving Fund Loan Agreement between the State of Washington Department of Ecology and King County DNRP—Wastewater Treatment Division
2. Fiscal Note for PO 2012-0275
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