
 
 

Metropolitan King County Council 
Budget and Fiscal Management Committee 

 
STAFF REPORT 

 
AGENDA ITEM 6 DATE:  Sept. 20, 2011 
PROPOSED No.: 2011-0369  PREPARED BY: Amy Tsai 
 
SUBJECT:   
 
AN ORDINANCE authorizing the executive to enter into a loan agreement with the 
Washington State Public Works Board for costs associated with construction of the 
Ballard Siphon project. 
 
SUMMARY:   
 
Proposed Ordinance 2011-0369 would authorize the executive to enter into an 
agreement with the Washington State Public Works Board for a total of $10 million in 
loan financing at 0.5 percent interest over 20 years for costs related to construction of 
the Ballard Siphon project.   
 
The total loan would save the County an estimated $14.1 million in interest payments 
compared to a 40-year bond at 5.5% interest, with a net present value of $3.7 million in 
2011 dollars.   
 
BACKGROUND: 
 
The Ballard Siphon 
 
The Ballard Siphon is a 75-year-old wooden sewer pipe in the Ballard/Interbay area of 
Seattle that conveys up to 60 million gallons of wastewater per day toward the West 
Point Treatment Plant.  The Ballard Siphon project was initiated in 2006 to rehabilitate 
and upgrade the pipe after deformation and fatigue were detected.  When complete, the 
project will reduce sewer overflows, helping to protect water quality in the Ship Canal 
and Salmon Bay. 
 
Public Works Trust Fund Loan Programs 
 
The purpose of the Public Works Trust Fund Construction Loan Program is to help local 
governments address critical infrastructure needs for water, sewer, storm water, roads, 
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bridges and solid waste/recycling systems.  The Washington State Public Works Board 
has administered this and other infrastructure loan programs since 1986.  The Public 
Works Board reports executing over 2,000 agreements for infrastructure projects with 
cities, counties, special purpose districts and others, with no defaults.   
 
In the past, King County's Wastewater Treatment Division (WTD) has received Public 
Works Trust Fund loans for Brightwater Reclaimed Water, North Creek Storage, and the 
Juanita Bay Pump Station.  WTD applied for the loan for Ballard Siphon in May of 2010 
and was one of 77 funded projects (ranked 7th) out of 137 applications approved by the 
state legislature for fiscal year 2012 (July 2011 through June 2012).   
 
Proposed Ordinance 2011-0369 would authorize the executive to enter into an 
agreement with the Washington State Public Works Board for a total of $10 million in 
loan financing at 0.5 percent interest over 20 years for costs related to construction of 
the Ballard Siphon project.1   
 
ANALYSIS: 
 
Savings 
 
The total loan would save the County an estimated $14.1 million in interest payments 
compared to a 40-year bond at 5.5% interest, with a net present value of $3.7 million in 
2011 dollars.   
 
Earlier this year, the Ballard Siphon was the recipient of a $31,850,000 loan from the 
Washington State Department of Ecology (DOE) at 2.8 percent interest for a term of 20 
years, with estimated savings over time of $41.7 million ($9.2 million net present value).  
If the county were to accept the Public Works Board loan, over 85 percent of the Ballard 
Siphon project would be financed with low interest loans for total savings of $55.8 
million compared to conventional 40-year bond financing ($12.9 million net present 
value). 
 
The funding sources for the Ballard Siphon project are summarized in Table 1 below. 
 
Table 1. Ballard Siphon Project Funding 

Source of Funding Amount Activities Funded 

State DOE Revolving Fund Loans $31,850,000
Applied to construction 
expense only 

Public Works Board Loan $10,000,000
Applied to all project 
expenses 

                                                 
1 Activities eligible for reimbursement from the Public Works Trust Fund Construction Loan are identified 
in the Washington Administrative Code 399-30-030.  For the Ballard Siphon Project this includes project 
activities such as engineering, environmental, archaeological and cultural work, right of way acquisition, 
permits, public involvement, bid documents, contingency, and construction. 
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WTD (bond proceeds and 
operating revenue)  $7,030,500

Applied to all project 
expenses 

Total Project Cost $48,880,500

Approximately $33.1 
construction and $15.8 
million non-construction 

 
Legal Review 
 
The Prosecuting Attorney's Office (PAO) has reviewed the terms of the loan agreement.  
The county is required to complete an Attorney Certification that certifies that the county 
is eligible to receive the loan, that the county is not in any litigation that will affect its 
ability to repay the loan, and that accepting the loan will not exceed the county's debt 
limits.  The PAO has reviewed the loan for those issues and will be signing the Attorney 
Certification (Attachment II to the loan agreement). 
 
The PAO also states that the loan agreement (Attachment A to the proposed ordinance) 
contains standard language on which the State provides these low-interest loans, and 
that the terms are standard for this type of loan.   
 
Completion Deadline 
 
The project must be completed in five years.  There are incentives for early completion.  
The project is expected to meet this deadline; its anticipated completion date is mid-
2014.  Repayment of the loan would commence June 1, 2012 with final payment on or 
before June 1, 2032. 
 
Local Match 
 
The loan interest rate of 0.5 percent requires a local match of 15 percent of total project 
funding (or approximately $7.3 million).  WTD will meet the match requirement with a 
combination of WTD funding sources (sewer rate revenue and bond revenue) and State 
Revolving Fund loan proceeds, as itemized in Table 1.  In Section 1.9 of the loan 
agreement, King County pledges to use $38,880,500 in matching funds, which is the 
sum of these two sources and is well in excess of the required 15 percent local match. 
 
Deadline 
 
The loan agreement must be signed within 60 days after receipt of the loan agreement.  
The loan agreement was received on August 25, 2011.  Therefore, the Executive must 
sign the loan agreement by October 25, 2011 if the county wants to accept the loan.     
 
AMENDMENT: 
 
Yes, there is a proposed amendment that replaces Attachment A, which was a blank 
template loan agreement, with a new Attachment A that has loan terms filled in.  It also 
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makes a technical correction changing the name of the state entity from Public Works 
Trust Fund to Public Works Board. 
 
REASONABLENESS: 
 
Proposed Ordinance 2011-0369 would authorize the Executive to enter into an 
agreement with the state Public Works Board for $10 million in loan financing for the 
Ballard Siphon project at a low interest rate of 0.5 percent.  The amount would result in 
estimated interest payment savings to the County of $14.1 million over time.  Therefore, 
it appears to be a reasonable and prudent financial and business decision. 
 
INVITED: 

1. Christie True, Director, Department of Natural Resources and Parks (DNRP) 
2. Pam Elardo, Division Director, Wastewater Treatment Division (WTD), DNRP 
3. Dwight Dively, Director, Office of Performance, Strategy and Budget 
4. Tom Lienesch, Economist, WTD 

 
ATTACHMENTS: 

1. Amendment 1 to Proposed Ordinance 2011-0369 including new Attachment A 
loan agreement 

2. Proposed Ordinance 2011-0369 with Attachment A 
3. Transmittal Letter 
4. Revised Fiscal Note 
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 Sponsor: Patterson 
at    
 Proposed No.: 2011-0369 
    
    
    
    

AMENDMENT TO PROPOSED ORDINANCE 2011-0369, VERSION 1 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

On page 1, line 17, after "enter into an agreement with the" strike "Washington State 

Public Works Trust Fund" and insert "Washington state Public Works Board" 

On page 2, line 22, after "ordinance" delete ", which is a template of a Public Works 

Trust Fund loan agreement" 

Delete Attachment A. 2012 Construction Loan Agreement between Legal Name and 

Public Works Board, and replace with Attachment A. 2012 Construction Loan 

Agreement between King County and Public Works Board. 

EFFECT:  

• Replaces "Public Works Trust Fund" with correct name "Public Works 

Board" 

• Replaces blank template loan agreement with the loan agreement that has 

terms filled in (and removes the description of the template as being the 

attachment). 

- 1 - 
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KING COUNTY 
 

Signature Report 
 

September 19, 2011

1200 King County Courthouse 
516 Third Avenue 
Seattle, WA 98104 

     
  Ordinance   
     

 
Proposed No. 2011-0369.1 Sponsors Phillips 

 

1 

 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

AN ORDINANCE authorizing the King County executive to 

enter into an agreement with the Washington state Public 

Works Board for loan financing for construction costs of the 

Ballard Siphon project.  

STATEMENT OF FACTS: 

1.  The Washington state Public Works Board has awarded the King 

County department of natural resources and parks $10,000,000 in a Public 

Works Trust Fund loan in its FY 2012 cycle. 

2.  This low interest loan will save King County $13,369,861 in interest 

payments over $4,057,930 net present value as compared to forty-year 

conventional bond financing. 

3.  This Public Works Trust Fund loan will help finance construction costs 

of the Ballard Siphon project that is part of King County's wastewater 

capital improvement program. 

 BE IT ORDAINED BY THE COUNCIL OF KING COUNTY: 

 SECTION 1.  A.  The executive or the executive's designee is hereby authorized 

to enter into an agreement with the Washington State Public Works Trust Fund for loan 

financing of capital costs associated with the construction of the Ballard Siphon. 

16 

17 

18 

19   B.  The maximum loan amount shall be $10,000,000. 
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Ordinance  

 
 

2 

 

20 

21 

22 

23 

 C.  The loan agreement shall incorporate an annual interest rate of 0.5 percent and 

a loan term of twenty years and be substantially in the form of Attachment A to this 

ordinance, which is a template of a Public Works Trust Fund loan agreement. 

 

 

 
 
  

 

 
KING COUNTY COUNCIL 
KING COUNTY, WASHINGTON 

  

 ________________________________________ 

 Larry Gossett, Chair 
ATTEST:  

________________________________________  

Anne Noris, Clerk of the Council  
  

APPROVED this _____ day of _______________, ______. 
  

 ________________________________________ 

 Dow Constantine, County Executive 

  

Attachments: A.  2012 Construction Loan Agreement between Legal Name and Public Works Board
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August 23, 2011 
 
 
The Honorable Larry Gossett 
Chair, King County Council 
Room 1200 
C O U R T H O U S E 
 
Dear Councilmember Gossett: 
 
This letter transmits an ordinance to finance the replacement of the Wastewater Treatment 
Division’s Ballard Siphon, an important project for protecting our region’s water quality. 
 
The ordinance authorizes a loan agreement with the Washington State Public Works Board for 
$10 million with an annual interest rate of 0.5 percent and a term of 20 years. This low-interest 
loan will save King County $13.4 million in interest compared to conventional bond financing 
with a higher interest rate and longer term. In addition to this loan, the Ballard Siphon project 
has also received a loan from the Washington State Department of Ecology State Revolving 
Fund.  
 
The existing Ballard Siphon is undersized and has reached the end of its expected useful life. 
The siphon conveys wastewater from northwest Seattle to the wastewater conveyance system 
south of the Ship Canal. The wastewater is then conveyed for treatment to the West Point 
Treatment Plant. 
 
Replacing and increasing the capacity of the Ballard Siphon will help eliminate potential   
wastewater spills. The project is also designed to reduce combined sewer overflow (CSO) 
events. When complete, the project will protect and improve water quality in the Ship Canal 
and Salmon Bay. This project supports King County’s agreement with the Environmental 
Protection Agency to reduce sewer overflows and supports King County’s objective to protect 
Puget Sound. 
 
The Ballard Siphon project also meets the goals of the Puget Sound Partnership Action Agenda 
by reducing the sources of water pollution into the Ship Canal and Salmon Bay. The 
completion of this project will address two of the six primary objectives of the Action: 

 
• Prevent pollutants from being introduced into the Puget Sound ecosystem to 

decrease the loadings from toxics, nutrients, and pathogens; and 
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The Honorable Larry Gossett 
August 23, 2011 
Page 2 
 
 

• Prioritize and complete upgrades to wastewater treatment facilities to reduce 
pollutant loading. 

 
If you would like additional information, please feel free to contact Pam Elardo, P.E., Division 
Director of the Wastewater Treatment Division in the Department of Natural Resources and 
Parks, at 206-684-1236, or at pam.elardo@kingcounty.gov. 
 
Thank you for your consideration. I urge you to support this proposed ordinance. 
 
Sincerely, 
 
 
 
Dow Constantine 
King County Executive 
 
Enclosures 
 
cc: King County Councilmembers 
  ATTN:  Acting Chief of Staff 
     Anne Noris, Clerk of the Council 
 Carrie Cihak, Director of Policy and Strategic Initiatives, King County Executive  
     Office 
 Dwight Dively, Director, Office of Performance, Strategy and Budget  

Christie True, Director, Department of Natural Resources and Parks (DNRP) 
Pam Elardo, P.E., Division Director, Wastewater Treatment Division, DNRP 
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FISCAL NOTE

Ordinance/Motion No. 2011-0369

Affected Agency and/or Agencies:  Wastewater Treatment Division, Department of Natural Resources and Parks
Note Prepared By: Steve Baruso
Note Reviewed By:  Tom Lienesch

  Impact of the above legislation on the fiscal affairs of King County is estimated to be:
Revenue:

Fund/Agency Fund Code Revenue Source 2011 2012 2013 2014-2053

4616

WA State Public 
Works Trust Fund 

Loan 300,000 4,500,000 4,500,000 700,000

4616
Revenue Bond 

Proceeds (300,000) (4,500,000) (4,500,000) (700,000)

TOTAL 0 0 0 0

Expenditures:

Fund/Agency Fund Code Department Code 2011 2012 2013 2014-2051

4616 DNRP 0 1,500 252,500 10,253,091

4616 DNRP (18,453) (316,688) (608,394) (23,647,470)

Title:  Ballard Siphon Public Works Trust Fund (PWTF) Loan Funding

Water Quality Capital Improvement 
Fund/Wastewater 

Water Quality Capital Improvement 
Fund/Wastewater 

Water Quality Fund - PWTF Debt 
Service

Water Quality Fund - Sewer Revenue 
Bond Debt Service Reduction

TOTAL (18,453) (315,188) (355,894) (13,394,379)

Expenditures by Category

2011 2012 2013 2014-2051
Salaries & Benefits
Supplies and Services
Capital Outlay
Other: Debt Service Payments (18,453) (315,188) (355,894) (13,394,379)
TOTAL (18,453) (315,188) (355,894) (13,394,379)
Assumptions:  
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