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Why a Water Pollution Control Revolving Fund?

A magjor source of water pollution al across
Washington State is mafunctioning on-site septic tank
systems. Approximately 25 percent of Washington's
population is currently served by about 645,000 on-
dte septic systems. It is estimated that up to 15
percent of those systems are inadequately treating
sewage that is being discharged to surface and ground
watersin our watersheds.

What doesthe SRF do?

While the gtate of Washington encourages self-reliance by local governments, the state dso helps
communities meet their environmental needs. The Washington State Department of Ecology awards
low-interest loans from the Washington State Water Pollution Control Revolving Fund (SRF) to
locd governments who in-turn establish loca loan programs. Thelocd funds assigt in the financing
of critically important public hedth and environmenta projects by making loans, financing
guarantees, and technica assstance available for homeowners and smal commercia businessesto
repair or replace failing or failed on-ste septic systems.

The SRF is an innovative gpproach involving public funds to solve private environmenta problems
that benefit the public through improved and protected water quadity. The SRF funds (as directed
by the U.S. Congress) are specifically earmarked for projects that will improve or protect the
date’ swater quality through pollution control activities and prevention. It is Ecology’sgod to
ensure that the fund is distributed among those projects that address the state’ s highest priority
water quality protection and water pollution control needs. Current loca |oan programs have
repaired or replaced gpproximately 300 on-gite septic systems. Before 1988 no legidatively
mandated |oan program was available to assist local governments with rehabilitating residentia on-
dte septic systems.

To date the SRF program has loaned over $6 million dollars to county governments for on-site
septic systems repair and replacement.  Interest rates of loans to local government range from zero
percent for a5-year term to 5 percent or lessfor up to a 20-year term.

How isthe money used?

Ecology encourages al communities who need help keeping “Waters of the State”’ clean, to inquire
about the program and apply for assstance. The SRF program aso provides low-cost financing or
refinancing of eigible costs for projects such as publicly owned wastewater treatment facilities,
nonpoint source pollution control projects, and comprehensive estuary conservation and
management programs.
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Both resdentia wastewater trestment and sormwater management are digible for financia
assstance through the SRF. Water pollution control activities covered by the SRF include;
watershed planning, watershed management implementation projects, sormwater management, lake
restoration planning and implementation, protecting wild salmon habitat, wellhead protection, water
quality monitoring, public informetion, implementation of agricultural best management practices,
education, and technica assstance to land owners and farmers with agriculturd activities.

What arethe SRF application requirements?

Ecology accepts gpplications for SRF loans from any public body in Washington including; other
date agencies, counties, cities, towns, conservation didricts, municipaities, quas-municipa
corporations, or Indian tribes recognized by the federd government. The yearly application period
beginsin early January and endsin late February. Public announcements about the funding cycle,
the amount of money available, and the loan interest rates and terms are widdly distributed and
advertised before the application period opens. In addition, public workshops are held around the
date to explain the gpplication process and genera program requirements.  Successful applicants
are offered funding in early August of each year.

Before an SRF loan is approved for establishing aloca [oan program, Ecology reviews:.

Thelocd priority system used to rank and fund local projects;

The ability for loca government to repay the SRF [oan;.

The procedures of local government to collect repayments loans from citizens, and
The procedures for quality control of projects during and after construction.

How did the SRF begin?

The United States Congress established afederad SRF program as part of the Clean Water Act
Amendments of 1987. The amendments authorized the EPA to offer yearly capitdization grantsto
dates for establishing self-sustaining loan programs. In response, our State Legidature passed a
datute in 1988 — Water Pollution Control Fecilities Federa Capitdization Grants (Chapter 90.50A
RCW) — creating Washington Stat€' s SRF program and authorized Ecology to administer the

program.

The long-range hedlth and environmental goasin Washington's law require the protection of surface
and ground waters for the hedth, safety, use, enjoyment, and economic benefit of dl peopleliving in
the date. It isthe purpose of thislaw to provide an account to receive federa capitdization grants,
gate match, principa and interest repayments, and establish the SRF loan program.
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L essons L ear ned

By local gover nments
" The concept of entering the “Banking Business’ in evauating applicants, deding with smdl
unstable businesses, and agriculturd properties can be chalenging.

While this program is a greet service to the community, few people applied voluntarily, most
gpplications were the result of enforcement actions.

Be prepared for applicants with a poor credit history.

Be prepared to get in line behind mortgage banks for outstanding dekt.

Be prepared for dow inddlers that can result in awaiting list for new gpplicants.
Be prepared to recover cogts immediately when homes are sold following repairs.
Be prepared to prioritize applicants.

Be prepared to address rental properties.

Be prepared to address businesses large and small.

By the Department of Ecology
" Ability to put the money to use in atimely fashion varies gregily from county to county.

Counties that have secured an interest bearing SRF loan have found that it is more difficult to
market its local |oan program for on-site septic system rehabilitation or replacement than those
who have secured a non-interest bearing loan. The reason is, most local governments charge
interest on loans as a source of funds to adminigter itslocd loan program. If the loca
government charges 4 percent interest to the borrowers and the SRF loan from Ecology is4
percent, the net result is a program that borrowers cannot afford to participate in. Ecology
encourages loca governments and tribes requesting SRF funding for an on-gite septic system
rehabilitation or replacement program, to carefully consider the potentid implications of an
interest-bearing SRF |oan.
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List of Participants

Bremerton—Kitsgp County Hedlth Didtrict
Loca Loan Program/Water Qudity Improvement Loan Program

Cldlam County Department of Community Services
Nonpoint - Calam County Water Quality Cleanup Fund

Idand County Health Department
On-Site Repair Assistance Program.

Jefferson County
Septic System Repair Program/Program |1

Lewis County
On-Site Financid Assstance Program

Mason County Health Department
Nonpoint Water Quality Improvement Fund

San Juan County Health & Community Services
San Juan County Loan Fund

Skagit County Planning & Permit Center
Water Qudity Improvement Fund

Thurston County Public Hedlth & Socid Services
On-Site Financid Assstance Program
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L ocal Community L oan Fund Profiles

Bremerton-Kitsap County Health District

CONTACT: DonMiles PHONE: (360) 337-5285
109 Audtin Drive
Bremerton, WA. 98312

PROJECT TITLE: Septic Repair Loca Loan Program

LOAN AMOUNT: $314,000 (1998 funding)

PROJECT SUMMARY: The Hedth Digtrict/Department of Ecology loan of $300,000 is being
utilized to fund septic repair loans. Loans are made by promissory notes secured by deed of trust

on the property. Interest rates charged range from 3 percent to 7 percent depending on the loan

duration. The maximum loan amount is $10,000. All loan repayments are current.

Loan Statistics:

Average loan amount of dl loans $7,242 for 1998 -
$6,344 for 1997

Number of loansin default O for dl years of funding

Number of loans repaid in full 2 for 1998

Loans canceled a time of signing 1 for 1998

Since the program inception in 1994, the Health Didtrict has repaired or replaced 56 on-site septic
systems with loans that average $7,847.72 each, for atota of $439,472.54. (Thisincludes two
funding rounds from Ecology at $300,000 each.)

FINANCIAL MANAGEMENT: TheKitsgp County Consolidated Housing Authority is
processing loan applications. Once loans are gpproved the Hedlth Didtrict services the loans with
exiging accounting eff.

LOAN SECURITY: Deed of Trust

REPAYMENT: Monthly payments are based on adiding interest rate ranging from terms of 3 to
7 percent for 24 to 120 months terms.

MARKETING RESOURCESUSED: News mediaand Loca On-ste Technical Advisory
Committee. The mgority of loan referrals seem to come from Hedlth Didtrict staff involved with
complaint investigations.
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CHALLENGESENCOUNTERED OR LESSIONSLEARNED:

Untimely repair bids from contractors cause delays in processing loans and
implementing repairs. The Hedlth Didtrict has requested contractors interested
in doing repairs to submit repair plansin atimely manner.

Cancellation of loan after the approval process has started, (obtaining credit and
title reports) result in loss of processing cods.

Some applicants were having problems qudifying for aloan. The didrict has
initiated aloan/grant combination to assst some gpplicants. The grant portion is
limited to a certain geographica shellfish affected area. In addition, the Housing
Authority, which processes the loans for the Health Digtrict, has helped
gpplicants with the grant program related to housing.

With the current low rates on the commercia market many potentia loan
applicants are seeking conventiond financing to make repairs.

Page 6
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Clallam County Department of Community Development

CONTACT: WinSota PHONE: (360) 417-2420
Cldlam County Department of Community Development
P.O. Box 863

Port Angeles, WA. 98362

PROJECT TITLE: Cldlam County Water Quality Cleanup Fund

LOAN AMOUNT: $250,000

PROJECT SUMMARY: : To repair failing on-gte sewage trestment systems. As of December 1,
1998, 50 septic systems have been placed or repaired to meet environmental hedlth and water
qudity standards.

FINANCIAL MANAGEMENT: Geared toward low-income applicants.

LOAN SECURITY: Lienisplaced on the property. Deed of trust/promissory note.

REPAYMENT: 5-year term with 3 percent interest rate on the unpaid balance of the loan.

MARKETING RESOURCESUSED: News releases, brochures, word of mouth.
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|dand County Health Department

CONTACT: Kahleen Parvin PHONE: (360) 679-7350
Idand County Health Department
P.O. Box 5000
Coupville, WA. 98239

PROJECT TITLE: On-Site Repair Financial Assistance Program
LOAN AMOUNT: $300,000

PROJECT SUMMARY : Edgtablishment of aloca loan fund to repair or replace failing resdentia
on-sSte sewage digposa systems. Providing financid assistance as both an aid and an incentive has
reduced the discharge of household wastewater into the ground and surface water, with the repair
or replacement of 30 on-Site septic systems as of December 1, 1998.

FINANCIAL MANAGEMENT: County residents who have failing on-ste sewage disposa
systems will be digible to gpply for repair fundsif:

1. Thesysem falureisverified by the Idand County Hedth Department; and

2. Theannua household incomeis 250 percent or less than the most current Federa
Poverty Income Guidelines, but in no event to exceed 80 percent of the mean
household income for Idand County households as established by the state Office of
Financid Management; and

3. Theresdentia property isthe homeowner’s primary residence; and

4. Therepair isnot part of ahome remode or replacement proposal.

LOAN SECURITY: Loans are secured by a promissory note, a deed of trust on the property
establishing Idand County’ s interest, and title insurance. Outstanding balances will be pad in full
upon sale or transfer of the property.

REPAYMENT: Loan sarvicing, collecting, and tracking of repayment are handled by abank. All
loans are limited to 3 yearsat O percent interest on the unpaid balance.

MARKETING RESOURCES USED: Enforcement actions on failing drainfields, include
information regarding the local |oan program. Mediainterest regarding the program provided press
coverage. The ldand County Health Department public education program and dide show for
homeowners on proper operation and maintenance of sewage disposa systemswill include a
discussion of the loan program.
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CHALLENGESENCOUNTERED OR LESSIONS LEARNED: More time consuming and
involved than anticipated. Requires a team gpproach involving the Title-Company, Bank, and
County Treasures Office to be successful.
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Jeffer son County

CONTACT: Karen Bednarski PHONE: (360) 385-9121
Jefferson County
P.O. Box 1220
1820 Jefferson Street
Port Townsend, WA.. 98368

PROJECT TITLE: Water Quality Improvement Fund

LOAN AMOUNT: Program | —$155,400
Program Il — $100,000

PROJECT SUMMARY:: Egtablishment of aloca loan program designed to encourage Jefferson
County residents to voluntarily identify and correct water qudity problems on their property by
upgrading or repairing existing on-site septic systems. As of December 1, 1998, atotd of 24 on-
Ste septic systems have been repaired or replaced through this loan program.

FINANCIAL MANAGEMENT: Resdents with on-gte septic systems qudifying for loans will
be prioritized firgt by the severity of Water Quality degradation. Low income and senior citizenswill
receive a high digibility rating. Resdents who are more capable of payment will receive alower
digibility reting and adightly higher interest rate for |oan repayments.

LOAN SECURITY: Loans are secured with a promissory note, a deed of trust on the property to
Jefferson County, and title insurance,

REPAYMENT: All loan servicing, collecting, and tracking of repayments are handled by Jefferson
County. Termsare:

Low Income/Senior Citizens Other Citizens
0—-5years 0% O-5years 6%
6+ years 4% 6+ yeas 8%

MARKETING RESOURCES USED: The avalahility of loans, is publicized through news
releases, flyers, and announcements.

CHALLENGESENCOUNTERED OR LESSIONS LEARNED: Chdlenges were anticipated
and addressed before implementation of this program in the many, many months spent planning.
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L ewis County

CONTACT: James Goode PHONE: (360) 740-1110
Environmenta Services Manager
360 NW North Street

Chehalis, WA. 98532

PROJECT TITLE: LewisCounty Water Quality Improvement Fund.
On-Site Financid Assstance Program.

LOAN AMOUNT: $160,000 on arevolving basis.

PROJECT SUMMARY': To provide low interest loans for low-income families to replace failing
septic systems.  Four on-site septic systems have been replaced as of December 1, 1998.

FINANCIAL MANAGEMENT: See attachment “Rules and Procedures for Application”. This
document includes igibility of the property, digibility of the gpplicant and how to apply.

LOAN SECURITY: Deed of Trust againg the property

REPAYMENT: Payments are made to the Lewis County Treasure' s Office. Applicants may
choose monthly, quarterly, or semi-annual payments. Each gpplicant has aloan repayment book
that keep track of their declining balance owed. Interest rateis5.5 percent on the unpaid balance.

MARKETING RESOURCES USED: Newspaper aticles, “The Focus,” aLewis County
Government newdetter distributed semi-annudly, and brochures distributed by Environmenta
Sarvices gaff to potentidly digible citizens, and the Southwest Washington Fairgrounds — county
informeation booth.

CHALLENGESENCOUNTERED OR LESSIONS LEARNED:
1. Citizenstend to look for other resources when they discover we are going to have a
Deed of Trugt on their Land.
2. Applicants are overextended on current credit making it very chdlenging to qudify
them for the funds.
3. Need fundsto asss with converson from failing septic system to a qudifying sewer
sysem.
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Mason County

CONTACT: Pam Denton PHONE: (360) 427-6970 (ext. 554)
Mason County Department of Hedlth
P.O. Box 1666

Shelton, WA. 98584
PROJECT TITLE: Mason County Water Qudity Improvement Fund
LOAN AMOUNT: $300,000

PROJECT SUMMARY : Egtablishment of aloca loan fund to provide loans to land/home
owners and small commercid businesses to correct problems that are impacting water quaity. The
types of nonpoint projects, which will be considered for funding by this program, are on-site sewage
system repairs, implementation of agricultural best management practices and farm plan
development and implementation. A tota of 32 on-ste septic systems have been replaced or
repaired through this fund.

FINANCIAL MANAGEMENT: Highest priority will be given for correction of on-Ste sewage
systemns with inadequately treated sewage entering surface waters, and for improved management of
anima wastes which are directly entering sireams or marine waters. Second priority will go for
correction of on-dte systems with surfacing sewage and managing animal/farm wastes with potentia
to enter surface waters during periods of rain. Third priority will provide for correction of margindly
operationa on-site systems with the potentia to contaminate surface waters and anima/agriculturd
projects not meeting priority one or two, but judged to have a serious potentia to pollute.

LOAN SECURITY: Loans are secured by a promissory note, a deed of trust on the property
edtablishing Mason County’ s interest, and title insurance. Outstanding baances will be paid in full
upon sae or transfer of the property.

REPAYMENT: All loan servicing, collecting, and tracking of repayments are handled by
Centennial Bank and the County Treasurer. Interest rateis4 percent over 10 years.

MARKETING RESOURCES USED: The availahility of loans are made known though
newspaper articles and paid advertisng. Workshops are dso held to explain the program and
describe the application process.

CHALLENGESENCOUNTERED OR LESSIONSLEARNED: The concept of entering the
“Banking Business’ in evauating applicants was overwhelming. In addition, small commercia
businesses do not have a cut and dry income to debt ratio, making loan gpprovals chalenging.
Going into this program we fdlt it was agreet service and would be received postively. What we
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discovered isthat few applied voluntarily, the mgority came forward as the result of enforcement
actions and were not happy applicants.
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San Juan County

CONTACT: Gary Covington PHONE: (360) 378-4474
P.O. Box 607, 145 Rhone
Friday Harbor, WA.. 98250-0607

PROJECT TITLE: State Revolving Fund

LOAN AMOUNT: $300,000

PROJECT SUMMARY : Funds used as of October 1, 1998 were $101,688.17. On-site septic
systems repairs or replacements total eight as of December 1, 1998.

FINANCIAL MANAGEMENT: Repair of failed on-Ste sewer systems. See attachment.

LOAN SECURITY: Deed of Trust and Promissory Note to Attach Property.

REPAYMENT: Interest rateis2 percent on the unpaid balance. See attachment.

MARKETING RESOURCES USED: Announcements; local newspapers; inform homeowners
through designers, ingtalers, sawage pumpers, and sanitary surveys.
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Skagit County Planning and Permit Center

CONTACT: AlisonP. Mohns PHONE: (360) 336-9410
Skagit County Permit and Planning
700 S. Second, Room 204
Mount Vernon, WA. 98273

PROJECT TITLE: State Revolving Fund Loan

LOAN AMOUNT: $350,000 — Last Rotation
$500,000 — First Rotation

PROJECT SUMMARY': Low interest loan funds made available countywide for the repair of on-
Ste septic systems. This hasworked redly wel. We have awaiting list of more applicants for the
next rotation of state funds. As of December 1, 1998, 75 on-site septic systems have been
repaired or replaced.

FINANCIAL MANAGEMENT: Copy of deed/ownership; light credit higtory; IRS higtory;
gpplication filled out; gpplication picked up; after paperwork is completed an gpplication meeting
with the Treasurer’ s office, approval |etter; bid process for soils design, ingalation; sgn loan, route
bills.

LOAN SECURITY: Lien agans property, light title search for credit history.

REPAYMENT: Monthly payments for length of note. Interest rate choice of 4 percent for 5
years, 4% percent for 10 years, or 5 percent for 15 years on the unpaid balance.

MARKETING RESOURCES USED: Paper ads, locd newdetters; conservation digtrict flyers;
area meeting on water qudity; word of mouth through designers and ingtdlers that work in the
problem areas.

CHALLENGESENCOUNTERED OR LESSIONSLEARNED: What to do when applicant
has poor credit history; what if the new system fails and no payment is received, or County not in
place behind mortgage bank. Billing routing if tied to other programs makes ingtalers " bankroll” the
system. Waiting list, adding people when otherson the list are dow to ingtal. Homesthat get sold
immediately after ingtdlation loan due &t that time. How to address rentals, larger businesses,
numerous rentaSlandlords, and prioritizing applicants.
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Thurston County Environmental Health Department

CONTACT: Art Starry or Debra Baker PHONE: 360 — 754 — 3355
2000 Lakeridge Dr. SW (ext. 7394)
Olympia, WA. 98502

PROJECT TITLE: On-Site Financia Assstance Program

LOAN AMOUNT: Program 2, Hardship Loans - $200,000
Program 3, Standard L oans - $200,000

PROJECT SUMMARY:: The god of the On-Site Financia Assistance Program isto provide low
cog, long term loans for citizens to use for the repair of failing on-dte sewage systems. The loan
gpplications are reviewed on a somewhat more lenient basis than atraditiond bank loan review, in
order to address the water quality issue brought about by failing sewage systems. There are,
however, slandards for digibility, which must be met by the applicant.

The financid assistance program is divided into two separate funds. The “hardship” loan fund began
in 1994 to assist those gpplicants whose loan payments at regular interest rates would represent a
ggnificant portion of their annua income. In this program, gpplicants must have a gross, annud
family income of $50,000 or less. In addition, the repair must be such that payments at our higher
“regular” interest rate would equa one and one haf percent of the gross, annua family income.
These loans have been very useful for gpplicants who are retired, or living on more limited incomes,
and face very expengve repairs.

The standard loan fund, which was begun in 1996, carries an interest rate of 6.5 percent. In order
for gpplicants to qualify for this program, the applicant’s gross, annud family income must be
$75,000 or less. In both cases, the gpplicant must have an on-site system, which isin enforceable
falure. Reparsare only for current use, no expansions or additions are dlowed in the programs.
As of December 1, 1998, atota of 35 on-gite septic systems have been repaired or replaced
county-wide.

FINANCIAL MANAGEMENT: When an gpplication for aloan is submitted to Thurston
County, atwo stage review process begins. The loan processor will calculate the debt-to-income
ratio of the applicant, check the applicant’ s tax history, check the assessed vaue of the property
and request the applicant’s credit report. Meanwhile, a sanitarian will usudly conduct a site
evaduation of the property to determineif afalure actualy exigs. All of the information is then
presented to aloan review committee, which makes the decision on whether or not to grant the
loan. Asprevioudy stated, standards are somewhat more lenient than would be expected a a
bank, but the gpplicant must show reasonable ability to repay the loan. If theloan is granted, atitle
search is conducted to verify equity.
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As of October 1998, funds loaned from the “hardship” program total approximately $86,800, while
funds loaned from the standard loan program total approximately $84,000.

LOAN SECURITY: Loansare secured by a Deed of Trust on each subject property. Theterms
of the Deed of Trust provide for the assessment of pendties and interest on late payments. The
Deed dso provides the beneficiary with theright to call in any loan that isin default, and to teke
action to sdl the subject property of aloan that isin serious defaullt.

REPAYMENT: Loan payments are billed by the County Treasurer a the same time that property
taxes are billed. Payment is made directly to the Treasurer, semi annudly, on the same dates that
property taxes are due. Interest rate is 6.5 percent on the unpaid balance.

MARKETING RESOURCES USED: Information is presented at neighborhood workshops,
conducted by the Resource Protection Program of Thurston County Environmental Hedlth
Department, and by Thurston County Community and Environmenta Programs Department. Loca
on-sSte sewage system designers and indaler are informed about the program and suggest it to their
clientswho have need for financia assgance. Informationd fliers are displayed at the Permit
Assistance Center.

CHALLENGESENCOUNTERED OR LESSIONS LEARNED: One of the most important
chdlengesin this program is finding a balance between; the need to ensure loan recipients have the
ability to repay the loan; and the need to address the water quality issues brought about by the
failure of the sewage sysem. We have dedlt with the challenge by setting standards that are more
lenient than bank requirements, but till show some security for the County. Examples are:

1. Making the loan when the applicant has a high debt-to-income rtio, but a good
credit and tax history and alarge amount of equity in the property.

2. Making the loan when the credit history isless than perfect, but the debt-to-income
ratio is very low and there is alarge about of equity in the property.

At present, there are no loans in Thurston County’ s program where payments are not current. One
lesson learned early in the design of the program is that defaults on loan payment are lesslikdy to
occur when the billings are sent from the County Treasurer with property tax statements.

Another chalenge in the program has been that connections to public sewer are not digible to be
funded by the loan program. There are instances where an on-Ste sewage system has failed and
connection to public sewer is available and the best option for the Site. The cost of abandonment of
an on-ste sawage system and connection to a public sewer can be very high and can present a
serious hardship to the homeowner. It would be agreat benefit, from a public heath standpoint and
to the individual homeowner, to have funds avallable for such situations.
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