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Proposed Substitute Ordinance 2014-0360.2, authorizing the executive to enter into loan financing agreements for four WTD capital projects, passed out of committee with a “Do Pass” recommendation, at the March 25, 2015 BFM committee meeting.  This ordinance was amended at committee to insert the final loan agreements from the state Department of Ecology. 

SUBJECT
AN ORDINANCE authorizing the executive to enter into four agreements with the Washington State Department of Ecology for loan financing for four wastewater capital projects.
SUMMARY 
Proposed Ordinance 2014-0360 authorizes the executive to enter into loan agreements with the Washington state Department of Ecology for $67.5 million in loan financing.  The loans are estimated to save King County over $33.4 million in interest expense over 30 years compared to conventional bond financing, for a net present value of over $13.3 million in 2014 dollars. Amendment 1 inserts the actual loan agreements, replacing a placeholder document.
BACKGROUND

The State Revolving Fund (SFR) 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 July 2014, the county received a final SRF loan offer from the state Department of Ecology for four projects in the construction phase, contingent upon signature of a loan agreement by both parties.  Authorization for the loan agreements is the subject of this proposed ordinance.  The following projects have been awarded SRF loans for state fiscal year 2015.  

	Barton Combined Sewage Overflow (CSO) Control Project Construction
This project will construct green stormwater infrastructure to control stormwater before it reaches the combined sewer, reducing overflow events.  The infrastructure will include bioretention swales, underdrains, underground injection control wells, plantings and street trees. The overall goal of this project is to limit CSOs to no more than one untreated discharge per year, on average.

	Loan amount

	
	$8,559,416

	North Beach CSO Control Project Construction
This project will construct a new 0.23 million gallon tank in the right-of-way that will store peak flows when the North Beach Pump Station reaches maximum capacity. The overall goal of this project is to limit CSOs to no more than one untreated discharge per year, on average.

	$3,031,594

	South Magnolia CSO Control Project Construction
This project will construct a conveyance pipe and 1.5 million gallon storage tank at the South Magnolia CSO facility.  The storage tank will be located adjacent to the Port of Seattle’s Terminal 91 West Yard south of the Magnolia Bridge. The overall goal of this project is to limit CSOs to no more than one untreated discharge per year, on average.

	$26,449,931

	Fremont Siphon Replacement Project Construction
This project will construct a new siphon and odor control facility. The existing siphon was built in the early 1900’s and has provided wastewater conveyance service for almost 100 years.  It carries approximately half of the total wastewater load of the West Point Treatment Plant from the county’s northeastern service area. The siphon pipelines are located under the Lake Washington Ship Canal west of the Fremont Bridge. The overall goal of this project is to protect the Ship Canal from potential discharge of untreated wastewater.

	$29,459,059


ANALYSIS
Savings

The estimated savings on utilizing SRF loan financing instead of standard bond financing are detailed in the fiscal note.  For these four projects, the 2.7 percent interest loan agreements are estimated to save King County a total of over $33.4 million in interest expense over 30 years, at a present-day value of $13.3 million in savings in 2014 dollars.
The use of alternative financing reduces expenses and keeps 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 in order for the WTD division director to sign the loan agreements and for the Department of Ecology to release the funds. DOE approved the loan amounts for 2015, and has recently provided the final version of the loan agreement documents. If the Council wishes to authorize the loan agreements, it would be prudent to accomplish this as soon as possible.  
AMENDMENTS
There is an amendment in the packet. Amendment 1 replaces the placeholder agreement with the actual agreements from the Department of Ecology.
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