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Metropolitan King County Council
Budget and Fiscal Management Committee



STAFF REPORT

	Agenda Item:
	5
	Name:
	Mike Reed

	Proposed No.:
	2019-0157
	Date:
	May 28, 2019



SUBJECT:  

AN ORDINANCE authorizing the executive to enter into a loan agreement with the Washington State Department of Commerce Public Works Board for loan financing for a West Point Treatment Plant capital project managed by the Wastewater Treatment Division (WTD) in the Department of Natural Resources and Parks.

SUMMARY:  

Proposed Ordinance 2018-0157 would authorize the executive to enter into an agreement with the Washington State Department of Commerce Public Works Board for a project that has been awarded a Public Works Trust Fund (PWTF) loan of $1,000,000 for pre-construction activities associated with the West Point Treatment Plant Primary Sedimentation Area Roof Structure.  This 5-year loan is provided at an interest rate of 0.84 percent, and is estimated to save King County $782,804 in interest expense as compared to conventional bond financing.

According to the fiscal note transmitted with the proposed legislation, the loan would displace bond funding.  The annual debt service for the loan is estimated at between approximately $201,000 and $207,000 for the five-year period of the loan. 

BACKGROUND:

West Point Primary Sedimentation Area Roof Structure
The wastewater treatment process at West Point involves the use of primary “sedimentation tanks”—these are large tanks intended to receive wastewater, and hold it for a period, allowing “sedimentation”—the gravitational separation of suspended particles in a liquid environment.  The large primary sedimentation tank at West Point is an open-air structure without walls; however, the facility is topped by a roof intended to divert rainwater from the tank.  The roof structure was originally constructed when West Point was built in the 1960’s.  A portion of the roof structure was seismically upgraded in the 1990s, though other parts were not.  A 2010 analysis showed that the roof structure as a whole does not meet the required performance level.  A capital project for the rehabilitation of this roof structure was approved as part of the 2019-2020 Wastewater Treatment Division capital budget.  

The Wastewater Treatment Division has been approved for a low-interest loan of $1,000,000 for pre-construction work associated with the Sedimentation Area Roof Structure rehabilitation project; activities supported by the loan include design, engineering, document preparation, environmental studies, right-of-way acquisition, value planning, permits, cultural and historic resources, and public notification.  The parties have negotiated a contract (Attachment A) that addresses the terms of the loan, including loan amount, repayment period, project performance period, scope of work, competitive bidding requirements, eligible project costs, reports, and similar provisions.  

Public Works Trust Fund Loan Programs
The purpose of the Public Works Trust Fund Construction Loan Program is to help local governments address critical infrastructure needs for water, sewer, storm water, roads, bridges and solid waste/recycling systems.  The Washington State Public Works Board has administered this and other infrastructure loan programs since 1986.  The Public Works Board reports executing several thousand agreements for infrastructure projects with cities, counties, special purpose districts and others.  

ANALYSIS:

Savings
This low interest loan agreement is estimated to save King County $782,804 in total debt service payments based on an interest rate of 0.84 percent compared to 4.20 percent for bond financing.

The annual debt service is estimated at between approximately $201,000 and $207,000 for the five-year period of the loan; the loan would be repaid in annual installments with repayments beginning one year after contract execution.  The contract term would end June 1, 2025.

Legal Review
Legal counsel has completed review of this loan agreement; following communications with the agency, all legal concerns have been resolved.

INVITED

· Hiedi Popochock, Financial Services Manager, Wastewater Treatment Division
· Tom Lienesch, Economist, Wastewater Treatment Division

ATTACHMENTS

1. [bookmark: _GoBack]Proposed Ordinance 2019-0157 (and its attachment)
2. Transmittal Letter
3. Fiscal Note
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