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Budget and Fiscal Management Committee
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SUBJECT

Proposed Ordinance 2023-0433 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 2023-0433 would authorize the Executive to enter into a loan agreement with the Washington State Department of Ecology (Ecology) for loan financing of the costs for the West Point Treatment Plant Passive Weir Emergency Bypass Project. This loan will have an annual interest rate of 1.4 percent and is estimated to save King County more than $6.3 million 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 $620 million in SRF loans.

West Point Treatment Plan Passive Weir Emergency Bypass project.  The West Point Treatment Plan Passive Weir Emergency Bypass has been awarded an SRF loan, contingent upon signature of the loan agreement by King County and the Department of Ecology. The Council has previously approved appropriation authority for this project; the proposed ordinance authorizes the execution of the required loan agreement to finance the project. This project manages the impacts of extreme events to reduce water quality degradation during rare instances of high precipitation combined with equipment failure. The improved weir will protect the West Point Treatment Plant from potential flooding in instances where the emergency bypass gates fails to operate. A weir is a special kind of wall set up at a certain elevation to allow water to back up behind it.

Future Funding for SRF Loan Program. WTD expects more loan funds to be available. SRF loans are awarded annually and WTD applies each year. For Ecology’s Fiscal Year 2024 cycle, WTD has been awarded the following SRF loan amounts:  $10.1 million for the design phase of the West Duwamish CSO Control project and WTD anticipates additional funding during the construction phase, and $14.1 million for the West Point Treatment Plant (WPTP) Raw Sewage Pump Replacement project. For Ecology’s FY 2025 cycle, WTD has two projects listed for funding on Ecology’s Draft Offer List that was just published. WTD was awarded $1.9 million for the design phase of the WPTP Grit Classifier Replacement project and $8.1 million for the planning phase of the Sammamish Plateau Diversion project in SRF loan funds. 

Roughly half of the Bipartisan Infrastructure Law funding was made available as grants/principal forgiveness loans targeted for “disadvantaged communities.” Distribution of these grant funds is pending further guidance from EPA to the states regarding eligibility.  

ANALYSIS

The following are the major agreement terms:
· Total loan amount:  $9,436,322
· Loan Term:  30 years
· Effective Interest Rate[footnoteRef:1]:  1.4 percent [1:  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.  

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 1.4 percent interest rate is projected to save King County more than $6.4 million in interest expense over 30 years, compared to conventional 30-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 project completion deadlines or performance requirements for the loan.

Legal Review.  Legal review is pending.

INVITED

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



ATTACHMENTS

1. Proposed Ordinance 2023-0433 (and its attachment)
2. Transmittal Letter
3. Fiscal Note
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