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Metropolitan King County Council

Natural Resources and Utilities Committee

STAFF REPORT
	Agenda Item:
	9
	Name:
	Peggy Dorothy

	Proposed No.:
	2004-0303
	Date:
	September 2, 2004

	Attending:
	Bob Hirsch, Government Relations Administrator, Department of Natural Resources and Parks, Wastewater Treatment Division 


SUBJECT:  
AN ORDINANCE authorizing the executive to enter into an agreement

with the Washington Public Works Board for loan financing of the Hidden Lake Pump Station capital improvement project.

SUMMARY:  Proposed Ordinance 2004-0303 (Attachment 1) would authorize the executive to sign a Public Works Trust Fund loan agreement with the State Public Works Board.  The loan would finance a portion of the costs of a capital project to replace part of the Boeing Creek trunk sewer, construct a new underground storage pipe, and replace the Hidden Lake Pump Station.  The loan will cover $10,000,000 of the total cost of the project, estimated at $26,870,500.  
Loan Agreement:  
The loan agreement is for a loan amount of $10 million, to be repaid over twenty years at an interest rate of one-half percent per year.  The debt service on this loan will total $10,506,967.  If the county were to finance this $10 million through a bond (at 5.5% for 35 years), debt service would total $22,949,913.  Under these assumptions, the interest savings to the county would be $11,987,946 ($3,106,003 net present value).

The principal of this loan will be disbursed to the county in five segments: 
· $2.0 million (20%) after the loan agreement is signed; 

· $2.5 million (25%) within 30 days after the notice to proceed on the construction contract is signed;

· $2.5 million (25%) after the county certifies that 35% of the loan amount has been spent;

· $2.5 million (25%) after the county certifies that 60% of the loan amount has been spent; and

· $500,000 upon completion of the project and King County’s submission to the State Public Works Board of a close out report.  

The loan cannot constitute any more than 85% of the total eligible costs of the project.  If it turns out that the loan disbursement is greater than 85% of the total costs of the project at close out, the county will have to repay any amount above 85%.

Repayment of the loan is scheduled to begin on July 1, 2005, with a payment of $10,000.  The county will make annual payments of approximately $560,000                   until July 1, 2024.  Repayment of the loan is secured by wastewater revenues.
Project to be funded:  This loan would provide $10 million in financing for the Hidden Lake Pump Station Project.  The total cost of the project is projected to be $26,870,500.  In addition to the loan, revenue to support the project comes from the wastewater treatment capital program, which is funded by monthly sewer rate, capacity charge and interest earnings on investments.
The Hidden Lake Pump Station project will replace part of the Boeing Creek trunk sewer, construct a new underground storage pipe, and replace the Hidden Lake Pump Station.  Currently, the Hidden Lake system (pump station and pipeline) can handle a peak flow of 4.3 million gallons per day (mgd).  This capacity results in a sewage overflow approximately once every two years.    

The Hidden Lake Pump Station project will consist of the following elements:

· Replacement of Hidden Lake Pump Station:  The existing pump station will be demolished and replaced with a new pump station on the same property.  Capacity at the new station will increase to 5.5 mgd with an additional increase of capacity to 6.8 mgd planned for a future expansion.  

· Construction of new underground storage pipe:  The storage pipe will temporarily store sewage during large storm events.  After the storm is over, the storage pipe will be drained to the pump station.  Combined with the increased capacity of the pump station, the Hidden Lake pump system will be designed to limit overflows to once every five years in Phase 1 and once every twenty years in Phase 2.  

· Replacement of the Boeing Creek trunk sewer:  Approximately, 12,000 feet of the Boeing Creek sewer will be replaced along the existing alignment.  The pipe is being replaced because of corrosion and insufficient capacity.  The existing concrete pipe will be replaced with a corrosion resistant plastic pipe that will be designed to be exceeded only during a 20-year peak storm.  The project will increase the Boeing Creek trunk pipeline to a capacity of 6.8 million gallons per day.

ATTACHMENTS:

1. Proposed Ordinance 2004-0303 with attachment:

A.  Public Works Trust Fund Construction Loan Agreement – Number PW-040691-037.

2. Executive Transmittal Letter dated June 17, 2004.

3. Fiscal Note
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