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ENGROSSED SUBSTI TUTE SENATE BI LL 5844

State of WAshi ngton 62nd Legi sl ature 2011 Regul ar Session

By Senate Ways & Means (originally sponsored by Senators Kilner,
Parlette, Miurray, Kastam, Fraser, Hobbs, Hatfield, Regala, Sheldon,
and Hewi tt)

READ FI RST TI ME 03/ 25/ 11.

AN ACT Relating to financing |ocal governnent infrastructure;
amendi ng RCW43. 155. 010, 43.155. 020, 43. 155.050, and 43. 155. 060; addi ng
a new section to chapter 43.155 RCW and repealing RCW 43.155. 055,
43. 155. 070, 43.155. 075, 43.155.100, 43.155.110, and 43.155.120.

BE | T ENACTED BY THE LEAQ SLATURE OF THE STATE OF WASHI NGTON:
Sec. 1. RCWA43.155.010 and 1996 ¢ 168 s 1 are each anended to read

as follows:
(1) The legislature finds that ((t—he#e—e*i—s{—s—i—n—t—he—s{—a{—e—ef—

pJ—&Hm—ng— aeqw—&—H—en— construetton— — repatr— — replacesent—
rehabi-Htatb-on——or —aproverent—ob —styreets—and —roads——bridges—water
systens——and—storm-and —santtary—sevage —systens——The—DPecenber——19383
va%m-ng{—en state— puJeH—e WOrs — Feper—t— —prepared— by the— pJ—&Hm—Hg and

W%W—%%—%WW@#%%@#

Hhose—er-H-cal—propects—but—wH-—not—be—able toftundnearby—hat—of—the
docurented-needs—

ho | oaicl et hor _£inds t] i o loeal
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have — T Lol s for —sobid_ i I — ineludi
recycling, and encourages the board to make an equitable geographic
' ot ¢t he N
H—ts—the—poley—of—the—state—of —Vashi-nrgten—to—encourage—self—
L By | . . hei Bl | I I
. . he fi . : i eal bl | . I i

Foans— —Hnanckng—guarantees——and —technical —asststance —avattable—to
local-—governrents—for—these—projeets—)), since the creation_of the
public works board and the public works assistance account twenty-five
years _ago, over two billion dollars in low interest loans to_ | ocal
governnents  have financed needed infrastructure repairs and
I nprovenents. Many of these loans_ have built wastewater treatnent
systens resulting in water _quality inprovenents in rivers, |akes, and
Puget  Sound. Some of these loans have inproved the safety and
efficiency of drinking water systens. QOher |oans repaired roads and
bridges and_financed solid waste recycling prograns. Sone_of these
public work inprovenents would not have occurred wthout the |ow
interest public works loan. Ohers wuld have been del ayed, and nany
woul d have been constructed with _a higher financial burden on utility
r at epayers. Even_with these successes, there remains_a_significant
backl og of projects to repair and i nprove public infrastructure.

(2) The leqgislature finds that capital facilities planning by | ocal
governnment has inproved, and there are a variety of new grant and | oan
progranms for local governnent infrastructure financed with state_and
federal resources. Prior studies of state prograns that provide
assistance_for local infrastructure have identified duplication and
redundancy anong_ the various prograns |leading to coordination
challenges in determning the entire state investnent in a particular
project. These studies have also identified the need to clarify state
policy objectives for prograns that provide state financial assistance
for Iocal governnent infrastructure. Further, these studies have found
that state_ assistance_can_be_ delayed by unnecessary_ steps_in_the
process and that progranms do not rapidly adapt to energi ng needs.

(3) The legislature also finds that low interest |oans can provide
significant assistance for jurisdictions that have difficulty in
accessing traditional private market tax exenpt bond financing.

(4) The leqgislature recognizes that prior efforts to reform
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prograns providing assistance for local infrastructure have | acked a
clear and strong nandate to consolidate and sinplify the many statutes,
boards, prograns, and accounts.

(5) The legislature intends to npbdernize state prograns providing
assi stance for local infrastructure. The prograns include the public
wor ks _assi stance_account, the clean_water and drinking water state
revolving funds, the centennial clean water program the water system
acquisition and rehabilitation program the comunity economc
revitalization board, and _other funds and appropriations adm nistered
by state agencies that address any of the policy objectives in section
2(1)(d) of this act. The leqgislature intends to:

(a) darify the policy objectives of state assistance for | ocal
infrastructure;

(b) Focus the criteria to prioritize investnent of state resources
according to those policy objectives;

(c) Elimnate redundancy and duplication anobng the various
infrastructure assi stance prograns;

(d) Increase the speed of delivering state assistance for | ocal
infrastructure and the ability to respond to energing_infrastructure
needs;

(e) Maxim ze the acquisition and use of federal funding sources;

(f) Ensure transparency in total state and federal assistance for
i ndividual projects;

(g) Inprove access to the |l owest cost private nmarket financing; and

(h) Ensure periodic review of progress on neeting the objectives in
(a) through (g) of this subsection

(6) It _is_ state policy that planning_for, developing, —and

adequately nmamintaining local @ public infrastructure is _the
responsibility of |local governnents. In the provision of wutility

services, it is the responsibility of local governnents to establish
adequate rates to pay for these systens. Wiile reinforcing that policy
of local responsibility, the legislature recognizes that, in_ sone
cases, conpelling state policy objectives justify providing state
assi stance for both utility-based and nonutility-based infrastructure.
The legislature intends to create a system for providing assistance for
local infrastructure that is_ organized around the state policy
obj ectives for that assistance while reinforcing this policy of |ocal
responsibility.
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NEW SECTION. Sec. 2. A newsectionis added to chapter 43.155 RCW
to read as foll ows:

(1) The board nmust prepare and submt to the appropriate commttees
of the legislature by Novenber 1, 2011, an inplenentation plan to
create a refornmed state system for providing assistance for |ocal
infrastructure. The inplenmentation plan nust include draft |egislation
and the organi zati onal and budgetary changes necessary to i npl enent the
new systemin tinme for the 2013-2015 budget cycle. |In developing the
i npl enentation plan, the board nust consult with the appropriate state
agenci es that provide infrastructure funding and techni cal assistance.
I n addition, the board nust work in cooperation with | ocal governnents
or entities that would benefit from state and federal infrastructure
funding and technical assistance regarding the policy objectives
described in (d) of this subsection. The new system nust have the
foll ow ng characteristics:

(a) Transparency. State assistance for a specific project nust be
a consol i dated package of |oans and/or grants from all sources. For
| arge, nultiphased projects, the consolidated package of assistance may
describe an intent to fund nmultiple phases over nore than one bi ennium
In accepting the package of state assistance, the applicant nust agree
to not seek additional state assistance unless there are significant
changes to the project or fiscal capacity of the applicant. All state
assistance in the formof low interest |oans nust describe the annua
debt service value of the low interest |oan conpared to the likely
annual debt service paynents with private market financing. It is the
responsibility of the board to consolidate reporting of all state
assistance for local infrastructure to ensure transparency;,

(b) Accountability. Applicants for state assistance for | ocal
infrastructure must accept the policy of local responsibility described
in RCW 43.155. 010. The board nust collect and nonitor information
necessary to report to the | egislature progress in neeting this policy.
The board nust also offer technical assistance to eligible recipients
that are nost challenged by this policy. The board nust coordinate
with the appropriate agencies to establish mninmm requirenents for
eligibility for state assistance for local infrastructure. Applicants
for state assistance nust denonstrate that sound financial practices,
proper operation, nmanagenent, maintenance, and ongoi ng oversight are in
place to ensure the Ilong-term sustainability and tinely future
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repl acenent of the proposed project. Applicants not neeting these
m ni mum requi renments nust agree to an inplenentation plan to assure
they will neet these requirements as a condition of accepting state
assi st ance;

(c) Efficiency and performance. The board and other appropriate
state agenci es nust devel op a system for applying for state assistance
t hat standardi zes data el enents that are common anong the applications
for various kinds of assistance and collects the sufficient information
needed to prioritize applications wthin each policy objective.
Appl i cation nust be redesigned to reduce steps that unnecessarily del ay
projects. Organizational responsibilities to inplenent the new system
must mnimze the portion of infrastructure assi stance funding diverted
to agency indirect admnistrative expenses. Measures of efficiency and
performnce nust be devel oped and reported every two years, including
the portion of state assistance funding that is used to adm nister the
assi stance progranms and the portion that is spent on agency indirect
adm ni strative expenses. The performance neasures nust address the
specific policy objectives for each policy focused investnent; and

(d) Policy-focused investnents. The legislature intends to
consol i date appropriations fromall available funds for the foll ow ng
policy-focused |local infrastructure investnents in (d)(i) through (vi)
of this subsection. Each policy-focused appropriation, including
appropriations fromthe public works assistance account, nust be to the
agency with the greatest expertise in that policy objective. The board
and each appropriate state agency nust develop financial policies to
address account integrity, repaynent terns, and other state and federal
requirenments. In consultation with the appropriate agencies, the board
must conduct a biennial survey and analysis of local infrastructure
needs and available resources that are related to state policy
objectives for local infrastructure assistance. Based on that
anal ysis, the board nmust recomrend to the governor and |egislature
investnment |evels towards the various state policy objectives, within
expected |l evels of funding for state assistance. The board may al so
recommend new kinds of infrastructure assistance that address energi ng
state policy objectives.

(i) Wat er quality. State assistance for wat er quality
infrastructure and other water quality mtigation assets nust support
projects that result in the greatest inprovenments in the state's
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surface and groundwater, for communities |east able to pay for those
projects or for jurisdictions who are early adopters of new regul ati ons
and effective newtechnol ogy. Water quality projects nust be eval uated
and prioritized against these policy objectives by the departnent of
ecol ogy. The departnent of ecology may allocate up to fifteen percent
of the appropriation of the public works assistance account for water
quality for energency repairs and preconstruction activities.

(ii) Safe drinking water. State assistance for drinking water
infrastructure must support projects that address or prevent violations
of applicable federal, state, and |ocal drinking water requirenents,
increase a public water systenmis ability to protect the public's
heal th, assist those communities |east able to pay for such projects,
and pronote increased water or energy efficiency or innovation that
will inprove environnental sustainability and protect public health.
State assistance may also support projects that will restructure or
consolidate nonconpliant, failing, or struggling public drinking water
syst ens t hat have water qual ity probl ens or deteriorated
infrastructure. The departnent of health nust evaluate and prioritize
safe drinking water projects based on these policy objectives. The
departnment of health my allocate up to fifteen percent of the
appropriation of the public works assistance account for safe drinking
wat er for enmergency repairs and preconstruction activities.

(1i1) Stormwater. State assistance for stormwater infrastructure
must support projects that result in the greatest inprovenents
necessary to neet national pollution discharge elimnation system
requirenents for comunities |least able to pay for those projects or
for jurisdictions who are early adopters of new regulations and
effective new technol ogy. Stormwater projects nust be eval uated and
prioritized against these policy objectives by the departnent of
ecol ogy. The departnent of ecology may allocate up to fifteen percent
of the appropriation of the public works assistance account for storm
wat er for energency repairs and preconstruction activities.

(1v) Econom ¢  devel opnent. State assistance for economc
devel opnent infrastructure nmust support the different economc
devel opnent challenges of different regions of the state. Econom ¢
devel opnent projects in rural areas of the state with high unenpl oynent
must be eval uated based on the retention or creation of famly wage
j obs and | ong-termenpl oynent growth potential conpared to the existing
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enpl oynent opportunities in the conmunity. Econom ¢ devel opnent
projects in areas of the state with high potential for devel opnent of
i nnovative products and services, including innovation partnership
zones under RCW 43.330.270, nust be eval uated based on the prospects
for long-term enploynment grow h. Econom c devel opnent projects in
ur ban and suburban areas of the state nust be evaluated based on the
nunber of famly wage jobs retained or created and on how the project
will support increased density and developnent along efficient
mul ti modal transportation systens. The kinds of infrastructure that
may be supported within the economc devel opnent policy objective
include all those defined as public facilities in RCW 43.160. 020 and
any other public capital asset that supports the policy objectives.
Econom c devel opnent projects nust be evaluated and prioritized agai nst
these policies by the comunity economic revitalization board under
chapter 43.160 RCW in consultation with the economc devel opnent
conmm ssi on under chapter 43.162 RCW

(v) Access to private financing. State assistance for |ocal
infrastructure nmust expand capacity to inprove |ocal infrastructure.
| nprovi ng access to and reducing the cost of private nmarket financing
for local governnment infrastructure supports the foundation policy of
| ocal responsibility while expanding the capacity to inprove |oca
i nfrastructure. The board and the state treasurer nust develop an
application and due diligence process for the evaluation and
prioritization of projects receiving assistance to inprove access to
private financing under RCW 43. 155. 060.

(vi) Solid waste and recycling. State assistance for reduction of
solid waste and inproved recycling nust support projects that divert
waste from landfills and inprove efficient recycling efforts in
comunities least able to pay for those projects. Solid waste and
recycling projects nust be evaluated and prioritized against these
policy objectives by the departnent of ecol ogy.

(vii) Flood levies. State assistance for flood levy repairs and
i nprovenents mnust support projects that wll achieve the greatest
reduction of the risk to public safety and property fromlevies at risk
of failure due to changes in flood water fl ows and deterioration of the
| evy structural capacity. State assistance is not intended to suppl ant
the responsibility of |ocal governnment and property owners benefiting
fromlevies to adequately fund the routine repair and maintenance of
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© 00 N O Ol WDN P

e
N R O

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

| evies. Jurisdictions accepting state assistance for flood | evies nust
denonstrate conpliance with the responsibility to adequately fund | evy
routine repair and maintenance or agree to a plan to neet that
responsi bility. Jurisdictions seeking state assi stance for |evies nust
denonstrate adequate land use policies that prevent inappropriate
devel opnment in flood plains, prevent encroachnment upon flood |evies,
and prevent the inappropriate use of flood levies. Flood |levy projects
must be evaluated and prioritized agai nst these policy objectives by
t he departnent of ecol ogy.

(2) The inplenentation plan nust al so make reconmendati ons on how
nonrate-based infrastructure could receive state infrastructure
assi st ance.

Sec. 3. RCW43.155.020 and 2009 ¢ 565 s 33 are each anmended to
read as foll ows:

Unl ess the context clearly requires otherwise, the definitions in
this section ((shatlh)) apply throughout this chapter.

(1) "Board" neans the public works board created i n RCW 43. 155. 030.

(2) "Capital facility plan" nmeans a capital facility plan required
by the growth nanagenent act under chapter 36. 70A RCW or, for |oca
governnents not fully planning under the growt h managenent act, a plan
requi red by the public works board.
(3) "Departnent" neans the departnent of conmerce.
(4) ((“Fnancing—guarantees™—peans —the—pledge—eb—nonrey—in—the

A N - a N a NNE N a¥a' a - a¥a N a¥a' N
\/ v \/ \/ -,

H-nrance—puble—works—projeets—)) "Contingent | oan agreenent” neans an

agreenent between the state and a | ocal governnment in which the state
provi des an absolute and unconditional commtnent to make a loan to a
| ocal governnent fromthe infrastructure financing account in order to
enhance the credit of |ocal governnent borrow ng.

(5) "Local governnents" neans cities, towns, counties, special
purpose districts, and any other nunicipal corporations or quasi-
muni ci pal corporations in the state excluding school districts ((and
port—et-stiiets) ) .

(6) "Public works project"” nmeans a project of a |ocal governnent
for the planning, acquisition, construction, repair, reconstruction

ESSB 5844 p. 8
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repl acenent, rehabilitation, or inprovenent of streets and roads,
bridges, water systens, ((e+)) storm and sanitary sewage systens and
solid waste facilities, or_ other capital facilities that support the
policy objectives of the state's local infrastructure investnents
described in section 2 of this act, including recycling facilities. A

pl anni ng  proj ect may include the conpilation of bi ol ogi cal
hydrol ogical, or other data on a county, drainage basin, or region
necessary to devel op a base of information for a capital facility plan.
(7) (("Solid waste or recycling project” nmeans renedial actions
necessary to bring abandoned or closed landfills into compliance with

£8y)) "Technical assistance" neans training and other services
provided to | ocal governnments to help such |l ocal governnents:

(a) ((Help—sueh—+tocal—governrents)) Plan, apply, and qualify for
| oans ( ( and —Hnrahethg—guarantees —from—the—beard)), grants, and
contingent |oan agreenents; and

(b) ((helptocal—governments)) Inprove their ability to plan for
finance, acquire, construct, repair, replace, rehabilitate, and
mai ntain public facilities; and

(c) Comply with the policies of local responsibility described in
section 2 of this act

Sec. 4. RCW 43.155.050 and 2010 1st sp.s. ¢ 37 s 932 are each
anmended to read as foll ows:

The public works assistance account is hereby established in the
state treasury. Money may be placed in the public works assistance
account fromthe proceeds of bonds when authorized by the legislature
or fromany other |awful source. Money in the public works assistance
account ((shal)) nust be used to nmeke loans, grants, and to give
financial guarantees to |ocal governnents for public works projects.
Moneys in the account nmay also be appropriated to provide for state
match requirenents ((uwhrder—ftederal—law—for—projfeets—and—activities

acecount)) for federal assistance for clean water and drinking water
local infrastructure. Moneys in the account may also be appropriated

p. 9 ESSB 5844
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for paynents required under contingent |oan agreenents for
infrastructure projects. Mneys in the account may be appropriated to
provide financial assistance through the water system acquisition and
rehabilitation programcreated in chapter 70.119A RCW Not nore than
fifteen percent of the biennial capital budget appropriation to the
public works board fromthis account may be expended or obligated for
preconstruction | oans, energency |oans, or loans for capital facility
pl anni ng under this chapter; of this anount, not nore than ten percent
of the biennial capital budget appropriation nmay be expended for
energency | oans and not nore than one percent of the biennial capital
budget appropriation nay be expended for capital facility planning
| oans. (( b

FFSG&F—b+€Hﬂ+Hﬁ%—SHHE—FH—Phe—pr¥+e—HB%kS—aSS+SF&HGe—aGGGHHP—H&y—b&
wsed—tor—the—water—potHutton—control—revobving—tund—program-natch—n
seetion3013—~chapter 36—taws—oef 2010 1st—sp—sess—Dburing—the 2009
2041 —Hseal —breantum- — the — Fegrstature —may — transter —Hrom—the —ob

Furd—hal-ance—of—thefund-) )

Sec. 5. RCWA43.155.060 and 1988 ¢ 93 s 2 are each anended to read
as follows:

(1) In order to aid the financing of public works projects, the
board may:

(({1) WMake lowinterest or interest-free loans to |ocal- governnents
H-om-the —publec—works—assistance—account—or—other ftunds—and—accounts
For—the—purpose—pl—assisting—Foecal—goveranents —n—Hnaanckng—publ¢
wor ks projects.  The board nay require such terns and conditions and

I I . . | . I
. I C thi I _ . I
: | | . o] I I hi :
shall be paid into the public works assistance account for uses

. itk thi I )

(a) Mike_ loans_to_local _governnents_ to_ assist_those_ |ocal
governnments to pay all or a portion of the principal of or interest on
obligations issued to_ finance infrastructure_ projects_ pursuant_ to
contingent | oan agreenents; and

ESSB 5844 p. 10
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(b)(i) Coordinate with the Wshington state treasurer who, on
behal f of the state of WAshi ngton, nmay prescribe the terns of and enter
into a_ contingent |oan_ agreenent between the state and a | ocal
governnent if the state treasurer determnes that such a_ contingent
loan agreenent is financially prudent and is consistent wth the
provisions of this chapter. Contingent |oan agreenents nay be entered
into by the state treasurer _only with | ocal governnents whose limted
tax general obligations or senior revenue obligations, as applicable to
the obligations _concerned, are rated_not higher than Al or A+ by at
| east one of the nationally recogni zed rating agenci es.

(ii) The state's obligation to nmake any loan to a |l ocal governnent
pursuant to the terns_of a contingent |oan_agreenent is subject to
appropriation fromthe public works assi stance account.

(iii) The office of the state treasurer may charge a fee to |oca
governnents to recover the costs of creating the contingent |oan
agr eenent s.

(iv) In order to provide for_ the state's obligations under the
ternms of contingent | oan agreenents, the leqgislature nust provide, from
time to tine in_ appropriations acts, for such amunts as my be
required to nmake tinely paynents from the infrastructure_financing
account .

(2) ((Pedge—rnprey—+tnthepubH-ecworks—assistance—account—or—oRey

of—all—er—a—portion—of—the—prineipal—of—or—interest—on—obligatiens
ssued—by—local—governnents—to—Hnance —pubbie—works —projects——The

thebeard)) Neither the board nor the state treasurer nmay pledge the
faith and credit or the taxing power of the state or any agency or
subdi vi sion thereof to the repaynent of obligations issued by any |ocal
gover nnent .

(3) In order to aid the financing of public works projects, the
board may:

(a) Create such subaccounts in the public works assistance account
as the board deens necessary to carry out the purposes of this
chapter((-)); _and

p. 11 ESSB 5844
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((64))) (b) Provide a nethod for the allocation of |oans ((and
H-ranetng—guarantees)), grants, and contingent | oan agreenents and the
provi sion of technical assistance under this chapter.

(4) Al local public works projects aided in whole or in part under
the provisions of this chapter ((shakh)) nust be put out for
conpetitive bids, except for energency public works under RCW
43. 155. 065 for which the recipient jurisdiction ((shalhH)) nust conply
with this requirenent to the extent feasible and practicable. The
conpetitive bids called for ((shalt)) nust be adm nistered in the sanme
manner as all other public works projects put out for conpetitive
bi ddi ng by the | ocal governnmental entity aided under this chapter.

NEW SECTION. Sec. 6. The following acts or parts of acts are each
r epeal ed:

(1) RCW 43.155.055 (Water storage projects and water systens
facilities subaccount) and 2003 ¢ 330 s 1;

(2) RCW 43.155.070 (Eligibility, priority, Jlimtations, and
exceptions) and 2009 ¢ 518 s 16 & 2008 c 299 s 25;

(3) RCW43.155.075 (Loans for public works projects--Statenent of
environmental benefits--Devel opnent of outcone-focused perfornmance
measures) and 2001 ¢ 227 s 10;

(4) RCW 43.155.100 (Water conservation account) and 2002 c 329 s
11,

(5) RCW43.155. 110 (Puget Sound partners) and 2007 ¢ 341 s 25; and

(6) RCW43.155.120 (Adm nistering funds--Preference to an evergreen
community) and 2008 ¢ 299 s 30.

~-- END ---
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