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SUBJECT

Proposed Ordinance 2017-0186 would authorize the Executive to enter into an agreement with the Washington State Department of Ecology for loan financing for the Rainier Valley Wet Weather Storage Project. 

SUMMARY

Proposed Ordinance 2017-0186 would authorize the Executive to enter into a loan agreement with the Washington State Department of Ecology (“Ecology”) for just under $21.1 million in loan financing. The loans are estimated to save King County nearly $10.9 million in interest expense over 30 years compared to conventional bond financing, for a present value of approximately $5.3 million in 2017 dollars.

BACKGROUND 

The State Revolving Fund (SRF) Loan   
The State Water Pollution Control Revolving Fund, created by the Legislature in 1988, is intended to “provide financial assistance to…local governments for the planning, design, acquisition, construction, and improvement of water pollution control facilities… for the protection of the state's waters.”[footnoteRef:1] Ecology administers the loan program, and accepts and reviews applications for funding water pollution control projects.   [1:  R.C.W. 90.50A.005] 


The Rainier Valley Wet Weather Storage Project (“Rainier Valley Project”) has been awarded an SRF loan for state fiscal year 2017. In February 2017, the County received a final SRF loan offer from Ecology for the Rainier Valley Project, contingent upon signature of a loan agreement by both parties. Authorization for the loan agreements is the subject of this proposed ordinance. 





	Rainier Valley Wet Weather Storage Project
This project will install new Combined Sewage Overflow (CSO) retention facilities near the intersection of Rainier Avenue S. and S. Bayview Street in Seattle. This construction project will divert CSO flows from a storage pipeline that fills during storms to another pipeline that has capacity to store flows. A storage tank at the intersection of S. Hanford Street and S. 27th Avenue will retain further CSO flows from reaching to the Duwamish River. The overall goal of this project is to limit CSOs to no more than one untreated discharge per year on average to meet a consent decree agreement with the Environmental Protection Agency, Federal Department of Justice, and Ecology, keeping sewage and polluted stormwater out of the Duwamish River.
	Loan amount

	
	$21,074,263


Terms of State Revolving Fund Loan 

Key provisions of the proposed loan are as follows:

· Total loan amount:  $21,074,263
· Loan Term:  20 years
· Interest Rate:  2.0 percent
· Effective Date[footnoteRef:2]: 02/11/2016 [2:  According to the agreement, the “effective date” refers to “the earliest date on which eligible costs may be incurred.” Communication with the Wastewater Treatment Division has indicated that this date is the point at which project construction began. ] 

· Project Completion Date[footnoteRef:3]: 12/31/2018 [3:  According to the agreement, “project completion date” refers to the “date specified in the agreement on which the Scope of Work will be fully completed.”] 

· Repayment:  Commence one year after project is completed and is repaid over 39 equal semi-annual installments from the Water Quality Capital Improvement Fund. The planned payments on the loan are shown on the Fiscal Note for the legislation (Attachment 2).


ANALYSIS

Savings and Repayment 

The estimated savings on utilizing SRF loan financing instead of standard bond financing are detailed in the fiscal note.  For these projects, the two percent interest loan agreement is estimated to save King County nearly $10.9 million in interest expense over 30 years, at a present-day value of approximately $5.3 million in savings in 2017 dollars. The use of alternative financing reduces expenses and keeps wastewater treatment rates as low as possible.[footnoteRef:4] [4:  One difference between accepting the SRF loan and using conventional bond financing concerns when the County begins payment. Under the SRF loan, repayment begins after the project is complete whereas with bond financing, payment begins as soon as bonds are issued. 
] 


According to the fiscal note, this legislation would not require a budget supplemental. 

Loan Requirements

The proposed SRF loan comes with various requirements, including quarterly reporting to Ecology and completion of the project in accordance with the proposed timeline and scope. The Wastewater Treatment Division (WTD) does not anticipate any difficulties in complying with the project completion deadlines for the loans and has indicated that no additional costs are associated in accepting the SRF loan compared to conventional bond financing.

Legal Review

Legal counsel reviewed the agreement and suggested modifications, but Ecology has indicated that in its view it is not possible to revise the agreement in the time remaining in the state’s current fiscal year. However, Ecology noted that it has modified the agreement language for FY18 projects.  Legal counsel indicates that there is low risk in approving the agreement as transmitted.

Timing

The ordinance needs to be approved and in effect by June 30, 2017, which is the last day of the state’s fiscal year, in order for both the WTD division director and Ecology to sign the loan agreements. According to WTD, if this deadline is not met, then WTD would lose the loan funds.

ATTACHMENTS

1. Proposed Ordinance 2017-0186, including attachment 
2. [bookmark: _GoBack]Transmittal Letter
3. Fiscal Note
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1. Sharman Herrin, Government Relations Administrator, Wastewater Treatment Division
2. Steve Baruso, Grants Administrator, Wastewater Treatment Division
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