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Metropolitan King County Council
Budget and Fiscal Management Committee



STAFF REPORT

	Agenda Item:
	5
	Name:
	Jenny Giambattista

	Proposed No.:
	2024-0373
	Date:
	December 2, 2024



SUBJECT

Proposed Ordinance 2024-0373 would authorize the Executive to enter into a loan agreement with the Washington State Department of Ecology for loan financing of a wastewater capital project. 

SUMMARY

Proposed Ordinance 2024-0373 would authorize the Executive to enter into a loan agreement in the amount of $8,132,882 with the Washington State Department of Ecology (Ecology) for loan financing of capital costs associated with the Sammamish Plateau Diversion project. This loan would have an annual interest rate of 1.2 percent and is estimated to save King County more than $2,051,652 in interest expense over the term of the loan compared to conventional bond financing.

BACKGROUND 

The State Revolving Fund (SRF) Loan Program. The Clean Water Act established the State Revolving Fund low-interest loan program. Washington State administers this program under Chapter 173-98 WAC. It is managed by the Department of Ecology and provides low-interest and forgivable principal loan funding for wastewater treatment construction projects, eligible nonpoint source pollution control projects, and eligible “green” projects. The Department of Ecology makes SRF funding available annually. There is a limit to the amount of funding that an entity is eligible to receive in each SRF loan funding cycle. Since 2000, the WTD has been awarded over $676 million in SRF loans.

Sammamish Plateau Diversion Project. This project will provide funding for King County’s planning phase expenditures of the of the Sammamish Plateau Diversion Water Quality Project that will help manage wastewater flows from the East Lake Sammamish area. This project increases the capacity of existing conveyance infrastructure to treat wastewater from the Northeast Sammamish Sewer and Water District and the Sammamish Plateau Water and Sewer District. Currently, wastewater flows from the Sammamish Plateau travel to King County’s South Treatment Plan in Renton. This project would address regional conveyance system capacity needs by diverting wastewater from the South Lake Sammamish Planning Area north to the Brightwater Treatment Plan.  Diverting flows northward will alleviate capacity needs at several conveyance facilities between Issaquah Interceptor Section 1 and the King County South Treatment Plant. 

Future Funding for SRF Loan Program. WTD expects more loan funds to be available. SRF loans are awarded annually and WTD applies each year. WTD expects to receive a construction loan in 2025 for $44 million for the West Duwamish project.  Additionally, WTD has applied to receive a loan for the combined West Point Grit/Raw Sewage Pump Project. 


ANALYSIS

Proposed Ordinance 2024-0373 would authorize King County to enter into a loan agreement with the Washington State Department of Ecology for loan financing of capital costs associated with the Sammamish Plateau Diversion Project. The following are the major agreement terms:
· Total loan amount: $8,132,882
· Loan Term: 20 years
· Effective Interest Rate[footnoteRef:2]: 1.2 percent [2:  Includes 0.3% Ecology Administration Charge] 

· Repayment: Semiannual payments of principal and interest commence one year after the project is completed and is repaid over 60 equal semi-annual installments from the Water Quality Capital Improvement Fund.  
· Effective date: April 11, 2023. The effective date goes back to the start of the design which allows WTD to go back to this date for purposes of submitting design expenditures for reimbursement. 
· Expiration date: July 31, 2026. This expiration date is the last day in which eligible expenditures could be utilized for reimbursement so any expenditures after July 31, 2026, would be ineligible for loan participation.  

Savings and Repayment.  The estimated savings on utilizing SRF loan financing instead of conventional debt financing are detailed in the fiscal note.  For this loan agreement, the 1.1 percent interest rate is projected to save King County $340,638 in interest expense over 20 years, compared to conventional 20-year bond financing. 

Loan Requirements.  The proposed SRF loan comes with various requirements, including quarterly reporting to Ecology. The Wastewater Treatment Division does not anticipate any difficulties in complying with the performance requirements for the loan.



INVITED

· Sharman Herrin, Government Relations Administrator, Wastewater Treatment Division
· Steve Baruso, Grants Administrator, Wastewater Treatment Division


ATTACHMENTS

1. Proposed Ordinance 2024-0373 (and its attachment)
2. Transmittal Letter
3. Fiscal Note
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