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Metropolitan King County Council

Utilities Committee

STAFF REPORT

	Agenda Item:
	
	Name:
	Peggy Dorothy

	Proposed No.:
	2003-0221
	Date:
	June 24, 2003

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


SUBJECT:  
AN ORDINANCE authorizing the executive to enter into four agreements

with the Washington State Department of Ecology for loan financing of four wastewater capital projects.
SUMMARY:  Proposed Ordinance 2003-0221 (Attachment 1) would authorize the executive to sign four separate Water Pollution Control Revolving Fund loans from the State Department of Ecology.  The loans would finance some of the predesign, design and construction costs of four wastewater capital projects.  All four loans are for a term of 20 years with an annual interest rate of one and one-half percent.  If approved by the council, the county must execute the loan agreements no later than September 19, 2003 to obtain the funds.
The four loans will total approximately $79.5 million and the county will save approximately $89 million in interest debt service costs over 35 years when compared to conventional bond financing.
Proposed Ordinance 2003-0221 would authorize the executive to sign agreements in substantially the form as the sample agreement attached to the proposed ordinance as Attachment A.  The sample agreement contains the terms and conditions that will be part of all four loans, which including the following:  
· The loans will be disbursed to reimburse the county at least quarterly and no more often than once a month.   Payments can only be made for eligible project costs incurred after the effective date and before the expiration date of the loan agreements, and they cannot exceed the estimated amount of the loans.
· Under the terms of the loans, the county’s first payment will be due no later than the earlier of 

· One year after the project completion date or initiation of operation date, or

· Five years from the first payment to the county.

· Remaining payments will be made every six months after the first payment due date.

· Repayment of the loans is secured by wastewater revenues, though the county can repay the loan from other sources if available.

· The state can terminate the loan agreement prior to the dispersal of funds in the event that federal or state funds are no longer available to fund it.

The individual loan agreements themselves are undergoing final review at the Washington Department of Ecology.

Loan 1:
The first loan is a $57.5 million loan for the Henderson/M.L. King combined sewer overflow project.  The Henderson Project will construct CSO storage, treatment, pumping and conveyance improvements to control overflows into Lake Washington.  The project will consist of the following elements:

· Upgrade the capacity of the Henderson pumping station;
· Construct a  3,100 foot long tunnel from the M.L. King diversion structure to Norfolk Street to provide conveyance, storage and primary treatment;
· Construct Inlet and Outlet Regulators on Tunnel, including screening, odor control, disinfection and dechlorination capability;
· Construct two new forcemains and gravity sewers from the Henderson Pumping Station to the Tunnel Inlet Regulator;  

· Construct a 3,675 feet long Treated CSO (TCSO) sewer line along S Norfolk;
· Construct Improvements to the Norfolk Regulator.
The total design cost of construction of the tunnel and pipeline portion of the project is estimated to be $57.7 million. The total project cost, including the Henderson Pumping Station upgrade, is estimated at $77.6 million.  

The total debt service on this loan is $68.7 million.  The executive estimates that if the county were to finance this loan through bonds (at 5.05% for 35 years), debt service would total $133.5 million.  Under these assumptions, financing the project with this loan will result in debt service savings to the county of approximately $65 million ($20 million net present value).
Loan 2:

The second loan agreement would provide $12.5 million for the Elliott West Pipelines element of the Denny Way/Lake Union Combined Sewer Overflow (CSO) Control Project.  The Denny Way/Lake Union CSO Control Project is a joint effort of King County Wastewater Treatment Division (WTD) and the City of Seattle to control combined sewer overflows to Lake Union and Elliott Bay, including the Denny Way CSO, which is the largest CSO in the WTD system. 
The project will control Lake Union and Denny Way CSOs by 
· storing CSO flows during moderate storms and transferring them to the West Point Treatment Plant after the storm subsides; and 
· providing at-site treatment at the Elliott West site, with discharge of treated flows through a new outfall during heavy rain conditions.  
The Elliott West Pipelines contract includes construction of parallel 96-in. and 72-84-in. pipelines between the Elliott West CSO Control Facility and the Denny Regulator, which is where the new outfall is located.  In addition, this contract will build new diversion and transition structures, and related structures and connections to the existing collection system.

The total cost of the Denny Way CSO project is estimated at $142.7 million.  The cost of the Elliott West Pipelines element of the project is $15 million.  

The total debt service on this loan is $15 million.  The executive estimates that if the county were to finance this loan through bonds (at 5.05% for 35 years), debt service would total $29 million.  Under these assumptions, financing the project with this loan will result in debt service savings to the county of approximately $14.1 million ($4.4 net present value).
Loan 3:
The third loan would provide $7.9 million for the Southwest Interceptor project.  The Southwest Interceptor is a new pipeline that would parallel existing King County trunk sewers in Algona, Auburn and Kent.  Planning studies have determined that existing sewer capacity will be exceeded by 2010.  Overflows or sewer backups could occur if additional capacity is not provided.

The new Southwest Interceptor begins at the discharge of the Pacific Pump Station forcemain discharge manhole in the City of Algona.  From there the sewer will flow by gravity approximately 10 miles through the City of Auburn and the City of Kent where it connects to the South Interceptor.  

The preferred route determined in the planning study is on the West Valley Highway.  During predesign other alternatives will be examined and the precise route will be determined.  Several tunneled highway, stream and river crossings will likely be required.  The existing pipelines will continue to remain in service.

The total pre-design cost of the project is estimated to be $7.9 million, and the total project cost is preliminarily estimated at $150 million. The project would likely be constructed in segments over an extended period of time.  

The total debt service on this loan is $9.5 million.  The executive estimates that if the county were to finance this loan through bonds (at 5.05% for 35 years), debt service would total $18.4 million.  Under these assumptions, financing the project with this loan will result in debt service savings to the county of approximately $8.9 million ($2.8 million net present value).
Loan 4:
The fourth loan is a $1.5 million loan for wastewater system security improvements.  This security system improvements project would provide:

· A review and implementation of increased security measures at the wastewater treatment plants and off-site facilities in response to the events that occurred on September 11, 2001;  
· A coordinated and comprehensive security system to guard against criminal or terrorist actions in response to the Federal Government’s adopted policy of heightened level of security for the nations water and wastewater systems; and  
· Fencing, security cameras, lighting, door alarms, motion sensors, and establish secured ingress and egress points for the various wastewater treatment facilities.
The total project cost is estimated at $1.5 million.  

The total debt service on this loan is $1.8 million.  The executive estimates that if the county were to finance this loan through bonds (at 5.05% for 35 years), interest debt service would total $3.6 million.  Under these assumptions, financing the project with this loan will result in interest debt service savings to the county of approximately $1.7 million ($.5 million net present value).
ATTACHMENTS:

1. Proposed Ordinance 2003-0170 with attachment:
A.  Washington State Water Pollution Control Revolving Fund Loan Agreement Between The State of Washington Department of Ecology and the King County Department of Natural Resources and Parks.
2. Executive Transmittal Letter dated May 14, 2003.
3. Fiscal Note
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