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On September 20, 2011, the Budget and Fiscal Management Committee heard this item, amended it to update the Attachment A loan agreement with filled-in terms and make a technical name correction, and forwarded it to the County Council with a do pass recommendation.
SUBJECT:  
AN ORDINANCE authorizing the executive to enter into a loan agreement with the Washington State Public Works Board for costs associated with construction of the Ballard Siphon project.
SUMMARY:  
Proposed Ordinance 2011-0369 would authorize the executive to enter into an agreement with the Washington State Public Works Board for a total of $10 million in loan financing at 0.5 percent interest over 20 years for costs related to construction of the Ballard Siphon project.  
The total loan would save the County an estimated $14.1 million in interest payments compared to a 40-year bond at 5.5% interest, with a net present value of $3.7 million in 2011 dollars.  
BACKGROUND:
The Ballard Siphon
The Ballard Siphon is a 75-year-old wooden sewer pipe in the Ballard/Interbay area of Seattle that conveys up to 60 million gallons of wastewater per day toward the West Point Treatment Plant.  The Ballard Siphon project was initiated in 2006 to rehabilitate and upgrade the pipe after deformation and fatigue were detected.  When complete, the project will reduce sewer overflows, helping to protect water quality in the Ship Canal and Salmon Bay.
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 over 2,000 agreements for infrastructure projects with cities, counties, special purpose districts and others, with no defaults.  

In the past, King County's Wastewater Treatment Division (WTD) has received Public Works Trust Fund loans for Brightwater Reclaimed Water, North Creek Storage, and the Juanita Bay Pump Station.  WTD applied for the loan for Ballard Siphon in May of 2010 and was one of 77 funded projects (ranked 7th) out of 137 applications approved by the state legislature for fiscal year 2012 (July 2011 through June 2012).  
Proposed Ordinance 2011-0369 would authorize the executive to enter into an agreement with the Washington State Public Works Board for a total of $10 million in loan financing at 0.5 percent interest over 20 years for costs related to construction of the Ballard Siphon project.
  

ANALYSIS:

Savings
The total loan would save the County an estimated $14.1 million in interest payments compared to a 40-year bond at 5.5% interest, with a net present value of $3.7 million in 2011 dollars.  

Earlier this year, the Ballard Siphon was the recipient of a $31,850,000 loan from the Washington State Department of Ecology (DOE) at 2.8 percent interest for a term of 20 years, with estimated savings over time of $41.7 million ($9.2 million net present value).  If the county were to accept the Public Works Board loan, over 85 percent of the Ballard Siphon project would be financed with low interest loans for total savings of $55.8 million compared to conventional 40-year bond financing ($12.9 million net present value).
The funding sources for the Ballard Siphon project are summarized in Table 1 below.

Table 1. Ballard Siphon Project Funding
	Source of Funding
	Amount
	Activities Funded

	State DOE Revolving Fund Loans
	$31,850,000
	Applied to construction expense only

	Public Works Board Loan
	$10,000,000
	Applied to all project expenses

	WTD (bond proceeds and operating revenue) 
	$7,030,500
	Applied to all project expenses

	Total Project Cost
	$48,880,500
	Approximately $33.1 construction and $15.8 million non-construction


Legal Review
The Prosecuting Attorney's Office (PAO) has reviewed the terms of the loan agreement.  The county is required to complete an Attorney Certification that certifies that the county is eligible to receive the loan, that the county is not in any litigation that will affect its ability to repay the loan, and that accepting the loan will not exceed the county's debt limits.  The PAO has reviewed the loan for those issues and will be signing the Attorney Certification (Attachment II to the loan agreement).
The PAO also states that the loan agreement (Attachment A to the proposed ordinance) contains standard language on which the State provides these low-interest loans, and that the terms are standard for this type of loan.  
Completion Deadline
The project must be completed in five years.  There are incentives for early completion.  The project is expected to meet this deadline; its anticipated completion date is mid-2014.  Repayment of the loan would commence June 1, 2012 with final payment on or before June 1, 2032.
Local Match
The loan interest rate of 0.5 percent requires a local match of 15 percent of total project funding (or approximately $7.3 million).  WTD will meet the match requirement with a combination of WTD funding sources (sewer rate revenue and bond revenue) and State Revolving Fund loan proceeds, as itemized in Table 1.  In Section 1.9 of the loan agreement, King County pledges to use $38,880,500 in matching funds, which is the sum of these two sources and is well in excess of the required 15 percent local match.
Deadline
The loan agreement must be signed within 60 days after receipt of the loan agreement.  The loan agreement was received on August 25, 2011.  Therefore, the Executive must sign the loan agreement by October 25, 2011 if the county wants to accept the loan.    
REASONABLENESS:
Proposed Ordinance 2011-0369 would authorize the Executive to enter into an agreement with the state Public Works Board for $10 million in loan financing for the Ballard Siphon project at a low interest rate of 0.5 percent.  The amount would result in estimated interest payment savings to the County of $14.1 million over time.  Therefore, it appears to be a reasonable and prudent financial and business decision.
� Activities eligible for reimbursement from the Public Works Trust Fund Construction Loan are identified in the Washington Administrative Code 399-30-030.  For the Ballard Siphon Project this includes project activities such as engineering, environmental, archaeological and cultural work, right of way acquisition, permits, public involvement, bid documents, contingency, and construction.
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