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Metropolitan King County Council
Budget and Fiscal Management Committee



STAFF REPORT

	Agenda Item:
	6 and 7
	Name:
	Wendy K. Soo Hoo

	Proposed No.:
	2019-0158
2019-0159
	Date:
	May 28, 2019




SUBJECT:  

Proposed Ordinance 2019-0158 would authorize the executive to enter into a loan agreement with the Washington State Department of Commerce Public Works Board for loan financing for a Solid Waste Division pump station repair capital project at the Cedar Hills Regional Landfill.

Proposed Ordinance 2019-0159 would authorize the executive to enter into a loan agreement with the Washington State Department of Commerce Public Works Board for loan financing for a Solid Waste Division capital project for the North Flare Station at Cedar Hills Regional Landfill.

SUMMARY:  

Proposed Ordinance 2019-0158 would authorize the executive to enter into an agreement with the Washington State Department of Commerce Public Works Board for loan financing for pump station repairs at Cedar Hills Regional Landfill.  The loan would be for $3 million at a rate of 1.66 percent, saving approximately $1.0 million in total debt service payments compared to bond financing.

Proposed Ordinance 2019-0159 would also authorize the executive to enter into an agreement with the Washington State Department of Commerce Public Works Board for the North Flare Station project at the Cedar Hills Regional Landfill.  The loan would be for $1.6 million at a rate of 1.66 percent and is estimated to save King County approximately $500,000 in total debt service payments.

According to the fiscal notes transmitted with the proposed legislation, both loans would displace bond funding.  The annual debt service for the loan is estimated at $185,000 for the pump station project and $97,000 for the North Flare Station project.

BACKGROUND:

Pump Station Repair Project 
Proposed Ordinance 2019-0158 would authorize a loan agreement for a pump station capital project at the Cedar Hills Regional Landfill.  Pump stations at the landfill pump leachate from the landfills to the leachate aeration lagoons.  The pump station repair project scope includes the evaluation of pumps, controls and sizing for four pump stations; inspection of wet walls; analysis of leachate flows to each pump station and implementation of repairs for one pump station.  

The pump station repair project received $3.1 million in appropriation authority in the 2017-2018 biennial budget and an additional $74,000 in appropriation authority in the 2019-2020 biennial budget.[footnoteRef:1]   [1:  Ordinance 18409 and Ordinance 18835] 


According to project documentation transmitted with the 2017-2018 budget, the repairs planned for the pump stations will reduce maintenance demands on the operating budget.  The pump station project is expected to be completed in 2020.

North Flare Station Project
Proposed Ordinance 2019-0159 would authorize a loan agreement for a capital project for the North Flare Station at the landfill.  The North Flare Station burns some of the methane gas that is collected at the landfill, though most of the methane is sent through a pipeline to an energy plant.  The North Flare Station project scope includes construction of a rain shelter, repair of flare footing supports, replacement of four blowers, installation of a new air dry compressor, exterior painting, an electrical panel upgrade, and replacement of flare ignitors.  

The North Flare Station project received $1.7 million in appropriation authority in the 2017-2018 biennial budget.[footnoteRef:2]   [2:  Ordinance 18409] 


According to project documentation transmitted with the 2017-2018 budget, the repairs planned for the North Flare Station will reduce maintenance demands on the operating budget.  The North Flare Station project is expected to be completed in 2019. 

Public Works Trust Fund Loan Programs
The Washington state Department of Commerce Public Works Board is authorized by state statute to loan money to local governments to address critical infrastructure needs for water, sewer, storm water, roads, bridges and solid waste/recycling systems.[footnoteRef:3]  The Public Works Board reports executing several thousand agreements for infrastructure projects with cities, counties, special purpose districts and others.   [3:  Revised Code of Washington 43.155] 


ANALYSIS:

Savings
The loan agreement for the Cedar Hills Regional Landfill pump station project (Proposed Ordinance 2019-0158) is estimated to save King County approximately $1.0 million in total debt service payments based on an interest rate of 1.66 percent compared to 4.00 percent for bond financing.  The annual debt service is estimated at $185,000[footnoteRef:4] and the loan would be repaid in annual installments with repayments beginning one year after contract execution.  The contract term would end June 1, 2038. [4:  Note that the transmitted fiscal note shows annual debt service of $178,000, because it assumed repayments would be made annually through June 2039.  However, under the loan agreement, the final payment would be made in June 2038.] 


The loan agreement for the Cedar Hills Regional Landfill North Flare Station project (Proposed Ordinance 2019-0159) is estimated to save the County approximately $500,000 in total debt service payments based on an interest rate of 1.66 percent compared to 4.00 percent for bond financing.  The annual debt service is estimated at $97,000[footnoteRef:5] and the loan would be repaid in annual installments with repayments beginning one year after contract execution.  The contract term would end June 1, 2038. [5:  Note that the transmitted fiscal note shows annual debt service of $94,000, because it assumed repayments would be made annually through June 2039.  However, under the loan agreement, the final payment would be made in June 2038.] 


Legal Review
Legal counsel has worked with the Prosecuting Attorney's Office (PAO) to review the terms of the loan agreement and identified no issues necessitating an amendment.  

INVITED

· Pat McLaughlin, Director, Solid Waste Division
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1. Proposed Ordinance 2019-0158 (and its attachment)
2. [bookmark: _GoBack]Proposed Ordinance 2019-0159 (and its attachment)
3. Transmittal Letter for 2019-0158
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5. Fiscal Note for 2019-0158
6. Fiscal Note for 2019-0159
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