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Metropolitan King County Council

Utilities Committee

STAFF REPORT

	Agenda Item:
	5
	Name:
	Peggy Dorothy

	Proposed No.:
	2002-0296
	Date:
	July 23, 2002

	Attending:
	Bob Hirsch, Local Agency Affairs Administrator, Department of Natural Resources and Parks 


SUBJECT:  
AN ORDINANCE authorizing the executive to enter into an agreement
with the Washington State Department of Ecology regarding a loan for refinancing design and program consultant costs for the Denny Way/Lake Union CSO project.
SUMMARY:  Proposed Ordinance 2002-0296 (Attachment 1) would authorize the executive to sign a $14,207,000 million Water Pollution Control Revolving Fund loan from the State Department of Ecology.  The loan would refinance costs incurred by the county for the design and program consultant costs from the Denny Way/Lake Union CSO project.  If approved by the council, the county must execute the loan agreement no later than September 17, 2002 to obtain the funds.

The Denny Way/Lake Union Combined Sewer Overflow (CSO) Control Project is a joint effort of King County and the city of Seattle to control combined sewer overflows to Lake Union and Elliott Bay.  The Project includes the Denny Way CSO, which is the largest CSO in the King County system.  The project will control CSOs by 
1. storing CSO flows during moderate storms and transferring them to the West Point Treatment Plan after the storms subside; and 

2. providing at-site treatment at the Elliott West site, with discharge of treated flows through a new outfall during heavy rain conditions.

The total design cost of the project is estimated to be $17,117,000, and the total project cost is estimated at $142,682,443.  
The loan agreement is attached to this staff report (Attachment 1A).

Loan Agreement

The loan amount is $14,207,000 million, payable over 20 years at the rate of one and one-half percent (1-1/2%) per year.  The executive estimates that refinancing this work through the 20-year State DOE loan rather than retaining the bonds that have already financed this work (at 5.0% for 35 years), will result in interest savings to the county of approximately $14,425,010.

Unlike the State Public Trust Fund Loans, this loan would refinance funds already spent by the county on Denny Way CSO project.  All loan proceeds must be spent to pay, retire or extinguish a currently outstanding amount of eligible project costs.  The loan agreement lists a number of costs that cannot be paid or retired through loan proceeds from this loan.  For example, the loan proceeds cannot be used to pay administrative costs of retiring bond debt; to retire funding on ineligible project component costs; or to pay for funding on projects for which planning, design or construction began prior to March 7, 1985.

The loan proceeds will be distributed when the county makes an application for payment.  This application for payment must be made no later than six months after the loan agreement is signed.  The loan will refinance eligible costs not to exceed the $14,207,000 loan amount.  The county must set up a reserve fund for the first five years of the loan equal to the average annual debt service (the interest) on the loan.

Under the terms of the loan, the county’s first payment will be due no later than six months after the county signs the loan agreement.  The loan is repayable semiannually for the 20-year loan period.  The loan is secured by the Wastewater Treatment Division’s revenue from wastewater rates.  The county must obtain the state’s agreement, in writing, to further refinance this loan or to make material design or structural changes in the project.

ATTACHMENTS:

1. Proposed Ordinance 2002-0296 with attachments:
A.  Washington State Water Pollution Control Revolving Fund Refinancing Loan Agreement Between The State of Washington Department of Ecology and the King County Wastewater Treatment Division.
2. Executive Transmittal Letter dated July 1, 2002

3. Fiscal Note
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