Washington State

Public Works Board

Post Office Box 42525

Olympia, Washington 98504-2525

PUBLIC WORKS BOARD MEETING NOTES
August 3, 2012

Department of Commerce (Olympia, WA)

Board Members Present: Board Members Absent: Staff Members:
Stan Finkelstein - Chair JC Baldwin Myra Baldini
Frank Abart Darwin Smith Ann Campbell
Jerry Cummins Steve Stuart Cindy Chavez
Kathryn Gardow Larry Waters Terry Dale
Tom Fitzsimmons Steve Dunk
Ed Hildreth Janea Eddy
Scott Hutsell Dawn Eychaner
Don Montfort Christina Gagnon
Mark “Bubba” Scott Cecilia Gardener
Isaac Huang
John LaRocque
Matt Ojennus

Guests Present:

e Denise Clifford,
Department of Health
e John Kounts,
WPUDA
e Karen Klocke
Department of Health
e Bruce Lund,
Department of Commerce
e  Chris McChord,
Department of Health

WELCOME AND INTRODUCTIONS

a) Call to order: Stan Finkelstein called the meeting to order at 8:35 am
b) Membership update: PWB had three new members appointed. At-Large Representative: JC
Baldwin, PUD Representative: Mark “Bubba” Scott, County Representative: Scott Hutsell.

HIGHLIGHT MEETING PACKET




Janea Eddy went through the handouts, listed below.
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Update on 2014 Construction Loan Requests

Update on 2014 Construction Loan Resources

Proposed Action plan to Close the Gap Between Requests/Resources
Updated 2012 DWSRF recommended loan list batch 2

2012 DWSRF low risk modifications

10-Year Action Plan

ADMINISTRATION

a)

b)

c)

d)

Approve the agenda: Jerry Cummins moved to approve the agenda. Ed Hildreth seconded. ACTION:
Motion Approved (8-0) (Abart, Cummins, Gardow, Fitzsimmons, Hildreth, Hutsell, Montfort, Scott)
Update from the Chair: Stan Finkelstein met with Rogers Weed, Department of Commerce on July
31. The indirect rate was discussed. It is not Rogers Weed'’s intent to pursue any changes in the
indirect fee. He indicated that there will be a modest rebate to the programs. They also discussed
the recruitment of the PWB Executive Director. Rogers Weed will start a joint recruitment between
the Department of Commerce and the Public Works Board. The Board recognized Doug Quinn for
all of his work and contribution to the Board.

Update from the Department of Commerce: Karen Larkin gave an update from the Department of

Commerce. The rebate to the programs agency wide from the indirect is about $500,000. The

agency is moving towards SharePoint for the Commerce Website, the agency believes that there are

some components on the PWB website that can be brought over to Commerce’s website. Karen

Larkin stated that the Board has $250,000 in the budget package to help upgrade the CMS system

with SharePoint.

e Don Montfort shared his concern about the Board paying to eliminate PWEB which works for
staff and the Board. Don Montfort asked if the Board agreed to that, is the Board folding into
the Commerce website and is the Board paying for that.

Karen Larkin answered that she understood that the Board wants to maintain its identity on the
internet; clients/applicants won’t have to go through commerce to get to www.pwb.wa.gov.

The Board has not committed to this; staff will bring something forward to the August 17
meeting. This is a way for the Board to leverage off the indirect already being paid, to get a
better functionality. The Board has talked about updating or replacing PWEB.
e Kathryn Gardow commented that the Board needed to look at these issues; she thought there
would be more interaction with the Board on the website update.
Karen Larkin answered that this just came up last week; she will be getting information to the
Board over the next couple of weeks.
Update from the Department of Health: Denise Clifford gave an update from the Department of
Health. She mentioned that Kristin Bettridge had taken another position within the Department of
Health. Chris McChord has agreed to fill Kristin Bettridge’s position on an interim bases.

REVIEW AND APPROVE AMENDEMENTS




a) Public Works Trust Fund: Bruce Lund gave an overview of the following amendments:

Original Current Proposed
Loan/Grant Availableto Closeout Closeout Closeout

Program Client Contract No. Project Amount Draw Date Date Date
PWTF Regional Board PC08-951-035 Delano Landfill $856,900 $471,295 8/18/12 |8/18/12 2/18/13
Construction| Of Mayors Cell 1 Closure

Reason for Extension Request: As part of the landscaping, the grass was seeded last fall and needs weed management before the
contract can be signed off. The final monitoring system components need to be installed prior to close out of the contract. Project
is 95% complete

PWTF City of Lake | PW-06-962-020 |Sunnyside WWTF  $7,000,000 $350,000 5/3/10 | 6/30/12 | 12/30/12
Construction Stevens

Reason for Extension Request: Operational issues discovered upon startup and need to be resolved before contract can be closed.
Project 99 % complete.

PWTF Lake Stevens PW-07-962-013 | Sunnyside WWTF| $7,000,000 $350,000 4/24/11 @ 4/24/12 10/24/12
Construction Sewer Dist

Reason for Extension Request: Operational issues discovered upon startup and need to be resolved before contract can be closed.
Project 99 % complete.

Kathryn Gardow moved to approve the staff recommendations on the above amendments. Ed Hildreth
seconded. ACTION: Motion Approved (8-0) (Abart, Cummins, Gardow, Fitzsimmons, Hildreth, Hutsell,
Montfort, Scott)

b) Drinking Water State Revolving Fund: John LaRocque presented the Everett Loan Waiver. Staff
recommends that the Board waive the loan fee of $10,558.19. The Department of Health agrees
with this action. The purpose of this request is to rescind all obligations and provisions contained in
the Loan Agreement Number DM11-952-011. Don Montfort moved to approve the staff
recommendation. Jerry Cummins seconded. ACTION: Motion Approved (8-0) (Abart, Cummins,
Gardow, Fitzsimmons, Hildreth, Hutsell, Montfort, Scott)

UPDATE ON PROGRAMS AND POLICIES

a) Proposed Draft of 43.155 RCW: Dawn Eychaner gave an overview of the draft policy bill 43.155RCW.
Dawn Eychaner reviewed the memo on attachment 1. The Executive Committee and Staff

recommend that the Board adopt the draft policy bill and approve its submission to the Governor
for consideration during the 2013 legislative session.
e Kathryn asked if the Board should have in the statute that they will be rated and ranked.
John LaRocque answered staff would recommend not to put that in statute, otherwise the only
way to change it would be to do a statutory change. This way the Board is not tying their hands.
e Tom Fitzsimmons commented that staff has done an overall great job and he supports it. The
way it is drafted, there is a lot of removal of language and re-insertion of language. This makes
it hard to track, lots of places where the Board states shall and may. He suggested that it may




need to be tightened in the way it is written. Maybe a summary of the bill that follows it
through the legislative process. So once it is redrafted into a bill, it will be more succinct.

Frank Abart asked about GMA compliance needing to be at the contract execution not at
application, is that in line with Ecology.

Dawn Eychaner answered yes.

Stan Finkelstein stated that it gives staff and the Board a little more flexibility; we don’t know
why they are out of compliance. If they can’t get in compliance within the time before contract
execution, then they won’t go to contract.

Cecilia Gardener stated that in Ecology’s history they haven’t had any contracts not get
executed because of GMA compliance, they have all come through.

Karen Larkin mentioned that the narrowing of the GMA language should be ran past the
environmental groups, to get their support.

Don Montfort stated this could be controversial and this should be discussed with the needed
groups, but it has to be stated that the Board doesn’t want infrastructure dollars held up due to
issues that have nothing to do with the projects at hand.

Tom Fitzsimmons moved to approve the staff recommendation to adopt the draft policy bill and

approve its submission to the Governor for consideration during the 2013 legislative session, with the

possible revision to be clear on addition and deletion so that there is no ambiguity. Frank Abart
seconded. ACTION: Motion Approved (8-0) (Abart, Cummins, Gardow, Fitzsimmons, Hildreth, Hutsell,
Montfort, Scott)

b) 2014 Construction Loan Requests: Ann Campbell walked through attachment 2, the 2014
Construction Loan Request. Ann Campbell stated that there had been a change in the demand,
current demand $774 million from 297 applicants.

Stan Finkelstein stated that his understanding under WSDOT'’s policy for it to be a capital
improvement it had to be of a certain size. Chip seal didn’t work for WSDOT or CRAB, but it
would work for PWB.

John LaRocque answered yes; it is being marketed this year.

Stan Finkelstein stated it would be helpful for not just the number of applications, but also, the
number of jurisdictions and the type of jurisdictions.

Ann Campbell stated that she would get those numbers for the Board.

2014 Construction Loan Resources: Myra Baldini walked through the available resources available,

attachment 3.

Tom Fitzsimmons asked about changing or taking money away, for example the needs
assessment, how does that work, what is the math.
John LaRocque answered the Board has one pot of money, if you take away $1 million from the

needs assessment you will add $4 million to the construction dollars.
Tom Fitzsimmons asked that those monies were set aside at the retreat, so now staff is asking
the Board if we want to change our mind and change those dollar amounts.



John LaRocque answered yes, staff has more information now, the Board set aside $2 million for
the needs assessment, we now know it won’t cost that much. Staff would recommend
$100,000.

e Kathryn Gardow suggested taking out the contingent loan money since that was taken out of
the Board’s policy bill. Kathryn Gardow stated that the Board should not reduce pre-
construction or emergency pots. Smaller jurisdictions at times need to get pre-construction
done without taking out a big construction loan.

e Frank Abart stated that he thought CERB was taboo to touch; he thought there was some kind
of Legislative agreement.

Stan Finkelstein stated that there is no agreement, but it is low level politics, to help them out
and helping with the state’s economic priority.

John LaRocque stated this is the Board’s budget, the Board wanted to step up and help CERB
who doesn’t have a dedicated source of funding. The Board could wait until the start of the
biennium and do a supplemental budget, for example the Board could allocate $10 million to
Energy & Water with a note that the Board could add another $5 million, later in the biennium.

e Cindy Chavez stated that the number in CERB’s column is based on $20 million being a target
number for them. They will have $9 million instead of $5 million, so they may not need the full
$15 million to meet their $20 million goal.

e John LaRocque stated that Energy & Water is in its first year; this will incur water and energy
savings. The $15 million is 3x of what it had this year.

Don Montfort moved to lower the Energy & Water amount to S5 million. Jerry Cummins seconded.
ACTION: Motion Approved (8-0) (Abart, Cummins, Gardow, Fitzsimmons, Hildreth, Hutsell,
Montfort, Scott)

e John LaRocque commented that CERB should have $9 million instead of $5 million; the Board is
on record as recommending $15 million.

e Ed Hildreth asked about the $15 million committed, how strong that commitment was. The
Board shouldn’t go back on that, if it was strong.
John LaRocque said it was a strong commitment. He stated that if PWB can start at $11 million
and if the in the second year of the biennium has more money, the Board could recommit the
S4 million or more.

e Scott Hutsell commented that CERB is a tremendous program for small communities in
Washington. He would like them to have more money in the second year if possible.

e Tom Fitzsimmons stated that CERB has the unique aspect of a private partnership; PWB could
do that maybe, that could be discussed at the next retreat.

e Stan Finkelstein stated that CERB is quick and nimble and doesn’t need legislative approval.

e Don Montfort stated that the environment of CERB is so different and what they do is very
different then what PWB does. Don Montfort had no desire to step into their arena and step on
what they do.



Kathryn Gardow moved to lower CERB from $15 million to $11 million. Jerry Cummins seconded.
ACTION: Motion Approved (8-0) (Abart, Cummins, Gardow, Fitzsimmons, Hildreth, Hutsell,
Montfort, Scott)

John LaRocque covered the needs assessment and what was done in 1999, this can be done in
house with the systems we have and the Health’s needs assessment. Staff recommends
lowering the amount to $100,000.

Ed Hildreth moved to lower the needs assessment to $100,000. Frank Abart seconded. ACTION:
Motion Approved (8-0) (Abart, Cummins, Gardow, Fitzsimmons, Hildreth, Hutsell, Montfort, Scott)

Jerry Cummins moved to zero out the contingent loan. Frank Abart seconded. ACTION: Motion
Approved (8-0) (Abart, Cummins, Gardow, Fitzsimmons, Hildreth, Hutsell, Montfort, Scott)

John LaRocque spoke to WASARP; there have been no funds for 5 years. This program targets
terminally ill water systems, this serves the need for the healthy jurisdiction to take a grant and
to not have to raise their rates, to make the system functional.

Don Montfort stated he would like to see some funding; he wasn’t sure the first year needed
$15 million; he was thinking $5 million to get it started.

Don Montfort moved to lower WASARP to S5 million. Frank Abart seconded. ACTION: Motion
Approved (8-0) (Abart, Cummins, Gardow, Fitzsimmons, Hildreth, Hutsell, Montfort, Scott)

John LaRocque commented that the operating costs could be reduced from $5.7 million to $5.2
million.

Don Montfort stated that may not be enough to get construction dollars out the door. He was
not comfortable in making a decision about the Commerce website project, he hasn’t seen
anything and he is not sure that it serves a purpose to PWB.

Don Montfort moved to postpone the budget motion until the August 17 meeting. Ed Hildreth
seconded. ACTION: Motion Approved (7-1) (Cummins, Gardow, Fitzsimmons, Hildreth, Hutsell,
Montfort, Scott — Opposed: Abart) The Board asked staff to bring back an overview of the budget to
show what the Board gets for $5 million, $5.2 million, $5.7 million.

d) Proposed Action Plan to Close the Gap

Tom Fitzsimmons stated if the Board has confidence in the predictive loan model, the Board
should go with 100% funding to get more money out in construction dollars.

Stan Finkelstein asked what is the risk at the different levels.

John LaRocque stated that more money more risk, but he directed the Board back to Myra
Baldini’s cushions that are in the ACLM. Overdrawn on June 30 at midnight (last day of the
biennium), there must be money in the account. Throughout the biennium the account can be
in the red. If there is no money in the account, the Board can ask the Governor/Treasurer for a
loan, the Board pays that back at 12%. This happened two times, once in the biennium that the
account was swept, we had to take a loan; the loan was paid back by the end of that month.



Also, in 2003 $50 million was taken out for a new program in CERB, this was not in the ACLM.
Refer to Attachment 4.

Ed Hildreth asked staff if they were comfortable with the model that the account wouldn’t be
overdrawn and have to go to the other steps to balance out the fund.

John LaRocque stated yes, and said that he would defer to Myra Baldini. Legislative staff has
challenged her and she can prove that ACLM works and is reliable.

Myra Baldini stated that there will be money left over for 2015; the higher the Board goes in this
cycle the lower we will have more for 2015.

Jerry Cummins stated he wants more money out the door and he wants the Board to fill its
mission to help more communities.

Kathryn Gardow stated she has a hard time going to 100% and a harder time 110%, there are
projects that can be eliminated based on their late start dates. The application is so easy; they
can come back next year. Kathryn Gardow doesn’t know if she can’t support 90%.

John LaRocque stated that jurisdictions are being asked if they can voluntarily reduce their
request.

Tom Fitzsimmons mentioned to Kathryn Gardow even at 100% there is still a gap of $17 million.
If the Board doesn’t increase the loan model, the Board will have to reduce the loan list amount
even more. That gets into a territory that he is not comfortable with.

Don Montfort stated that he supports the 110% funding level, there is less money for the
Legislature to sweep out, more projects and more jobs. The Board cannot leave money on the
table in this environment, PWB is held in a high esteem. It is a good time to be aggressive.

Ed Hildreth commented that he trusts staff and can support the 100% but not 110%.

Kathryn Gardow stated at one time the Board didn’t have a loan list because we used all of our
money, the next year the Leg swept our money. Could there be a problem if the Board doesn’t
have a loan list the next fiscal year.

John LaRocque stated staff is planning to have a list for the second year of the biennium it will
not be a large list, if we go with the 100-110% acceleration. The list will be about $100 million.
Scott Hutsell stated that he agreed with Ed Hildreth and Kathryn Gardow about being
conservative. Scott Hutsell likes the idea of having money for the second year; he is not
comfortable with the 110%.

Tom Fitzsimmons stated what the Board is doing is giving them guidance; the guidance can be
the 100-110% and come back to the August 17 meeting with all the moving parts.

Stan Finkelstein asked staff to come to the August 17 meeting with everything that supports the
100%, 105%, 110%.

Kathryn Gardow asked if the Board will have the list of projects by date at the August 17
meeting.

John LaRocque answered yes.

LUNCH at 12:12pm

Drinkwater State Revolving Fund:




a. Readiness to Proceed and Financial Review Process: Myra Baldini presented the DWSRF review
process and the DWSRF 2012 loan list batch 2.

b. Karen Klocke presented the readiness proceed review process; Department of Health made a
ranked list from the high risk to others who just want a loan. Health reviewed their scopes of
work and checked that their plans were current. Health spoke to all of the applicants to make
sure that they could proceed to construction within 18 months of signing the contract. Health
gave all of that information plus the scopes of work to Myra Baldini and Chris Gagnon.

Myra Baldini presented the financial review process. All of the clients being presented today
have had the level 2 review. Staff looked at the clients annual budget, reserves, ratio analysis
and rates if are enough to cover operating, emergency and loan repayments. There are still
three clients pending due to water rights issues, they will be presented in September. When
staff needed to, they asked the client to withdraw the request verses having the Board bypass
them.

e Kathryn Gardow asked about the Town of Hatton, do they have to adopt the rate increase
before they execute the contract.
Myra Baldini answered yes that is a pre-contract condition. They originally asked for almost $1
million, when Myra Baldini ran the numbers they could only afford $50,000. They also received
a CDBG general purpose grant to help out with this project.

e Bubba Scott asked about maintaining adequate rates, what does that mean
Stan Finkelstein answered that they may have structured rates...they go up a certain percent
overtime. They have to actually adopt the rate increase, sometimes it doesn’t happen and this
can cause a major short fall.
Myra Baldini commented they must maintain the payment of the loan and adequate rates to
cover operating and maintenance.

e Kathryn Gardow asked if DWSRF loses money by not spending all of the money.
Karen Klocke stated that it will roll over to next year; Health will be doing some outreach in 14
communities to get them ready for the next cycle. Board members and staff are invited to these
meetings, as well of any water projects that fall off the PWB list.

e Kathryn Gardow asked is there a way in the future to make sure that money is not left on the
table.
Karen Klocke answered yes, she doesn’t know if it will work. Getting the low risk list and this
second list out 5-6 months earlier than normal. Also, they plan to have a contingency list next
year. She doesn’t know if EPA will take that list.
Myra Baldini commented that there is a minimum score that they can fund, so they can only
fund so far down the list.
Karen Klocke stated that next year they will have $100 million, $12 million max unless it is a
combined system, then the max is $24 million.

Kathryn Gardow moved to approve the DWSRF the list. Jerry Cummins seconded. ACTION: Motion
Approved (8-0) (Abart, Cummins, Gardow, Fitzsimmons, Hildreth, Hutsell, Montfort, Scott)



c. Chris Gagnon presented the DWSRF 2012 low risk list modification. City of Port Townsend
reduced their loan amount. City of Camas will receive lowered amount of subsidies.

Jerry Cummins moved to except staff recommendation. Kathryn Gardow seconded. ACTION: Motion
Approved (8-0) (Abart, Cummins, Gardow, Fitzsimmons, Hildreth, Hutsell, Montfort, Scott)

f) Other

Update on Pre-Construction: Terry Dale gave an update on the pre-construction loan program. The

program opened on August 1, the website is up-to-date and there was a webinar on August 2. The
applicants will use the portal that the 2014 construction projects used.

e Kathryn Gardow asked if this going to be ranked if there is a large demand.
Terry Dale answered the applications will be ranked like the 2014 construction projects, but not
scored. Based on timing of when the plan is to go to construction, for example. They have a 2
year time frame to get the pre-con project done.

e Kathryn Gardow asked about the contractual draw having to be done by March 2013 or the
contract will be terminated.
John LaRocque answered staff will probably bring you a list of $5 million, with $3 million being
available. If the project is not ready to get go, it will be pulled off the list and the Board move
down to the next project.

Update on Energy and Water Efficiency: Steve Dunk gave an update on the Energy & Water Efficiency
program. The program application window is August 1 to September 14, the website is up-to-date and
there was a webinar on August 2. The applicants will use the portal that the 2014 construction projects
used.

Update on the Direct Appropriations: Chris Gagnon gave a verbal update on the contract status of the
direct appropriations. Contracts have been issued for seven of the Ports projects. Staff expect to issue
contracts to the remaining clients in the next two weeks.

Update on the 2013 Construction Projects: Cecilia Gardener gave a verbal update on the 2013
construction list. 52 contracts all are out for signature except for 1.

e John LaRocque mentioned that this contract is most streamlined document that any client could
wish for. The clients are loving it!

UDPATE ON TECHNICAL ASSISTANCE

a) Southwest Washington Academy: Chris Gagnon gave a verbal update on the SW Academy,
tentatively scheduled at Clark College on November 28.

b) John LaRocque gave an update on the IACC conference, October 2-4. The PWB meeting is on
October 5, in Wenatchee. Staff is hoping that Board members will come to conference and take
partinit. This is a travel cost that the Board can incur.



INFORMATION AND OTHER ITEMS

a) 10-Year Plan: John LaRocque presented the 10-year plan, attachment 5. This is the potential table
of content of the legislative report. This will show what can happen in various scenarios. With a
new Governor coming in, the House and Senate is going to have a lot of turnover and most agencies
will have new directors. The Board and staff are looking to have a plan to tell our story. Staffis
asking the Executive Committee to be our guide. This is to make a compelling argument of what the
fund could and should do for local governments.

e Tom Fitzsimmons asked should Board members meet with the Governor candidates. PWB is
generally not high in the inbox of the Governor. This way the Board can get on their radar and
have them be an advocate for PWB.

b) Reform Standing Committees: John LaRocque presented the standing committees of the Board:
e Exec Committee
e TA Committee
e Policy Committee

e Communication Committee

Staff is asking for volunteers for the above committees. Staff will offer suggestions, as there should be
representation on across all of the committees. The meetings will generally be the evening before a
Board meeting or on the afternoon of a short Board meeting. This will be brought to the August 17
meeting.

c) Preparation for the August 17 Meeting: John LaRocque spoke to what will happen between now
and the August 17 meeting. Staff will bring to the August 17 meeting, the list of requests, resources
and what actions could be taken to close the gap between those two numbers.

Adjourned at 1:52 pm



