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Welcome to the final webinar before the 2016 Construction Applications are due!

My name is Ann Campbell. With me in the room are the Regional Service Coordinators:
Jacki Isaac

You've just heard from Rodney Orr, our technology expert. | am truly thankful for his
assistance bringing this presentation to you!

The gist of this webinar is to talk about the frequently asked questions that I've received,
the RSCs have received, and have, in general, cropped up as we’ve traveled around the
state doing the application workshops. | will do what | can to clarify information and dispel
any rumors that may be running rampant

| want you to ask questions at any time during this presentation. One thing that is
abundantly clear is that the discussions at the workshops have lead to a greater

understanding of the application including how the information is viewed as well as used.

So, | encourage you to ask questions as we go along.



Threshold

Client
System

Project
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During the original application webinar and during the workshops | did not devote much, if
any, time to who's eligible for funding. So | will take a few moments to identify who is and
is not “in” the applicant pool.

For those of you who are interested in revisiting the earlier March webinar, it is available on
our Financial assistance page; that’s the same page as the one with the applications.



Eligible Clients
I I .
Local Governments
* Cities
* Counties
*  Public Utility Districts RCW 43.155.020(5):

N “...any other
.
Sewer Districts municipal corporations
+ Water Districts or quasi-municipal

- i i corporations...”
%' * Flood Control Districts

* Irrigation Control Districts
¢ Mosquito Control Districts
s Etc.

INELIGIBLE:

| Tribes  School Districts Private entities Ports
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Straight away: Private entities are not eligible for this funding. It doesn’t matter if they’re
for-profit or not-for-profit, either way private entities are not eligible for this program.
They may be eligible for other state programs, but they are not eligible at this point in time
for the Board’s programs.

I've listed most of the types of clients who can access funding. Basically, it’s any public
entity except for ports, school districts, and tribal nations. This is not a complete list. There
are more than 50 different types of special purpose districts in Washington. Each of these
districts is eligible for the Board’s funding and technical assistance programs.



Eligible Clients
I D
Must provide:

* Greenhouse gas policy
http://www.pwb.wa.gov/Documents/GHG-draft-policy-language-for-webpage. pdf

* Acknowledgement of loan repayment

* Asigned application

Must have:
* An adopted Capital Facilities plan
Applicant project must be in the plan

* (ities/Counties ONLY —
Charging at least 0.25% Real Estate Excise Tax (REET)
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We just discussed who is eligible to seek funding. Here we have what you need to include
with your application unless it’s already on file with the Board.

All applicants must have a copy of their greenhouse gas policy on file with the Board by
May 16, 2016. A lot of you, especially those of you who applied for funding during the
2013 and 2014 cycles, will already have a copy of your policy on file. If you're not sure,
please contact your Regional Service Coordinator or me to confirm. Unless we’re having
computer problems, it should take less than 3 minutes for us to check. If you do NOT have
a greenhouse gas policy on file with us, please include a copy with your application.

If you need to adopt a policy, a template that includes the policy basics is on our website at
the address shown.

Speaking of templates, there’s been a lot of discussion about the requirement of a
separate, distinct acknowledgment that you, the applicant, are applying for a loan that will
need to be repaid. As we anticipated, the short turn around time between the application
being available and when it is due has caused some challenges. Hopefully, we have
resolved those challenges by providing a resolution template on the last page of the
application AND providing a letter template on our website. The letter can be used in lieu
of the resolution. It must be signed by a person in authority, preferably a mayor,
commissioner, or other elected official.

The letter does not bind the applicant to any sort of debt. It is merely an official



acknowledgement that this is a debt that needs to be repaid. As | stated in the workshops
and during the initial webinar, this separate document is a unique “cry” of attention to the
fact that taking on debt may require the increase of revenues to a system in order to repay
the loan.

The application, of course, has to be signed. It needs two signatures at a minimum: one by
the person authorized to apply for loan funding plus another who attests to the fact that the
person signing is authorized to apply for funding;

In some cases, the application is prepared by someone who is not officially authorized to
apply for funding. For example, maybe a clerk prepared the app which is then signed by the
mayor. If this is your situation, then you may have three signatures. The Applicant
Certification page would be signed by the Mayor (who is authorized to apply for the loan)
and then attested by another person. The following page, the Certification by Preparer of
Application page, would be signed by the Clerk who prepared the app and then attested by
another person. All in all, so long as the application is signed by a person authorized by the
applicant, we’re in good shape.

These next items, the Capital Facilities Plan and the REET tax, do NOT have to be included
with the application, they merely have to exist. You confirm their existence by signing the
application as | mentioned earlier. I'm just calling them out to you as an FYI. One, you have
to have an adopted capital facilities plan and the project you want funding for must be in it.
Two, cities and counties must be charging at least 0.25% in REET. There are maybe 12
entities in the state that are not, so this is more than likely a non-issue.



Eligible Systems

1 | _
Drinking Water*

Storm Water

Solid Waste
Recycling Facilities
Roads -~
@
P rr,; E B Streets o
i Bridges
Sanitary Sewer*
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As you can see, the Board funds a variety of different systems.

There has been some confusion about whether or not the Board funds solid waste eg
garbage projects. Yes, the Board does fund publically owned solid waste projects.
Publically owned recycling projects are also eligible for funding. The Board can fund
remedial actions to bring abandoned or closed landfills into compliance with regulatory
requirements. The Board can also fund the repair, restoration, and replacement of existing
facilities, including transfer stations. [RCW 43.155.020(7)]

As | mentioned during the initial webinar, the Proviso response requires that the drinking
water projects and the sewer projects either have been on the Board’s unfunded 2014
Construction Loan list, or have been turned down for funding by either the Department of
Health, for water projects, or the Department of Ecology for sewer projects.

This requirement is ONLY for water and sewer projects. It does not apply to storm water
projects, roads, bridges, solid waste, or recycling projects.

This requirement has generated a lot of discussion over the last month and a half. The
water and sewer projects that were on the 2014 Construction loan list are automatically
eligible for 2016 funding.

However, projects change over time; some of these projects have gotten smaller and some
have grown. The projects that are smaller than initially applied for in 2012, are eligible for



funding. If your project has GROWN in scope since then, | strongly encourage you to contact
your Regional Service Coordinator to confirm that the project is eligible for funding. We have
had a number of projects that grew between then and now. Most of the projects are eligible
for funding. A very, very few require consultation with the appropriate Health or Ecology
program to ensure that we are abiding by the Proviso response.

To summarize what | just said: SEWER and WATER projects ONLY have fund access
requirements: they either had to have been on the 2014 unfunded Construction Loan list, or
they had to have sought funding and not received it in order to be eligible for this funding
round. All other system types: roads, streets, bridges, solid waste, recycling, and storm
water do NOT have these requirements.



Eligible Projects
4 1
Construction!
* Repairs
* Replacement
* Rehabilitation

* Improvements

Ineligible for funding: * New systems
* Rolling stock (trucks, etc.)
. » [Ete.
* Community centers
: g‘f‘c’)’fqde”'ff;; as stond Preconstruction elements can be
i : :
« Portable generators included as part of Construction :
* Non-construction * Site acquisition
projects * Investment Grade Efficiency Audits
* Studies - Design
* Ete,
* Etc.
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Pretty much any capital construction project is eligible for funding. Repairing, replacing,
brand new construction, you name it, and it’s probably good to go.

In addition to the actual construction of the capital project, certain preconstruction items
are eligible for funding as part of a construction project. Site acquisition, design work,
cultural resources, environmental review — All of these and more are eligible expenses in
the construction loan program.

Here’s what’s not eligible:

* Even though the cost of vehicles, be they a fire truck, a vactor truck, or whatever,
qualifies as a capital expense, these are considered “rolling stock” and cannot be paid
for with a Construction loan.

* Building a structure, unless it is part of a larger construction project is not eligible for
this funding. If you’re building the structure to house the telemetry equipment or tanks
or some other bits of your system, then it is eligible. Bus shelters, as part of a larger
road project, are eligible under this loan program too.

The list of what’s not eligible is way too big to recite here. Basically what it boils down to is
that if you have any questions as to whether or not something is eligible for funding, please
either contact your Regional Service Coordinator, or me and we’ll get it cleared up for you.



Funding

Maximum loan amount

Interest rates & Terms
Match?
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Next, I'll tackle the funding questions that have popped up.



Maximum Loan Amount
! 7 |
$7,000,000
*  Per jurisdiction

* No limit to the number of projects so long as the total
“ask” is for no more than 57 Million

Adopted by the Board on February 28, 2014
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The Board traditionally sets a maximum loan amount for each biennium. What factors in to
that determination are things like how much money is available, what the prior few years’
loan asks have been, requirements imposed by the legislature or the governor, and other
miscellaneous considerations. As a reference point, the average construction loan has
been approximately $2.3 million over the last several biennia even though the Board’s
maximum loan amount has been quite a bit higher.

This year the Board set the maximum loan amount at $7 Million per jurisdiction. This is
based on having an estimated $175 million available to fund construction projects.

The Board is tasked with providing the Legislature and the governor with a prioritized list of
critical infrastructure. This is actually spelled out in the Proviso language under which the
Board is operating during this loan cycle. One step in creating this prioritization is by having
clients self-select which projects are sufficiently critical to seek funding. Thus, you as
applicants can send in as many applications as you feel need funding, so long as the total
funding amount being asked for is no more than $7 million.

If you submit applications asking for more than $7 million, they will not be rejected. You
will be contacted and asked which applications you want to move forward. The others will
be withdrawn.

This requirement has caused some challenges for the larger jurisdictions, but between
staffing issues and the need to have a strongly defensible prioritized list, we must keep the



asks to $7 Million per applicant.



Interest Rates & Terms
1 1 |
Maximum rate possible:
« 2.55%
NO LOAN FEES!
Distressed Communities:

* Qualify for a lower interest rate

* Qualify for a longer repayment period
(Not to exceed the life of the asset being constructed)

_~ Interest rates will be re-evaluated in

May and June 2015 prior to contracting.

Department of Commerce

Innovation is in our nature.

As I've stated in the earlier webinar and at the workshops, the Board must set its interest
rates using a very prescribed formula as outlined in the Proviso. Roughly, the rates are set
at 60% of the average bond rate over a two month period of time.

The Proviso specifically authorizes the Board to make loans at lower rates for communities
who meet financial hardship criteria. So, the Board has set lower rates for those with
higher affordability issues or debt capacity issues. There are different measurements for
rate based systems than there are for non-rate based systems. The table of interest rates is
published in the application fact sheet and the application guidelines. The Guidelines also
have sample calculations so you can see if distressed criteria apply to your community. Of
course, when in doubt, call your Regional Service Coordinator or me.

Now....these bond rates change all the time. When the Board adopted interest rates for
this cycle, they also adopted a policy to review those rates prior to contract execution in
the hopes that the rates may go down. If they do go down, the Board will issue contracts
with the lower interest rate. If they go up, the Board will keep the 2.55% rate and not go
any higher.



