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City of Placerville 
MEMORANDUM 

 
DATE:  September 27, 2005 
 
TO: City Council 
 
FROM: John Driscoll, City Manager/City Attorney 
     
SUBJECT: HANGTOWN CREEK WASTE WATER TREATMENT PLANT 

IMPROVEMENT PROJECT/AUTHORIZATION FOR "LOCAL  
MATCH LOAN" WITH STATE REVOLVING FUND LOAN AND 
REIMBURSEMENT RESOLUTION 

______________________________________________________________________________ 
 
RECOMMENDATION  
That the Council adopt the following resolutions: 

1. Authorizing a "Local Match Loan" State Revolving Fund Loan for the Waste Water 
Treatment Plant Improvements. 

2. Declaring the official intent of the City to be reimbursed for capital expenditures from 
SRF loan proceeds. 

 

LOCAL MATCH SRF LOAN 
 
BACKGROUND 
 
The City Council has previously authorized proceeding with improvements to the Hangtown 
Creek Waste Water Treatment Plant (HCWWTP) necessary to comply with state and federal 
mandates to improve the HCWWTP effluent quality and to protect the Hangtown Creek 
receiving water.  The City Council has also directed that staff and City consultants proceed with 
efforts to obtain State Revolving Fund (SRF) loan and Small Community Wastewater Grant 
financing for the project, since this is clearly the most affordable method for funding the project. 

Funding of SRF loans has been somewhat problematic for the last two years. However, it 
appears that funds are now available for the HCWWTP Project. SRF has approved the Project 
and all that remains for funding is the actual sale of the bonds by the State and the execution of 
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the loan documents with the City. Present scheduling anticipates that the loan documents will be 
executed this fall and funding received by the City around the first of the year. 
 
There are two types of SRF loans available. One loan funds the entire project cost at a low 
interest rate of approximately 2.6%. The other type of loan requires a local match of 17% of the 
project cost, but has a 0% interest rate. In studying various ways to finance the HCWWTP 
Project, staff and the City's consultants have examined various funding alternatives.  
 
The results of the examination of the funding alternatives were presented to the Council at the 
Waste Water Rate Study session held on September 14, 2005. Mr. Matt Challis of Piper Jaffray 
indicated to the Council that the cost to the City of a 100% SRF loan versus a 17% local match 
SRF loan was substantially the same. However, the 17% local match was favored because of the 
flexibility it provided with respect to the overall financing of not only the HCWWTP Project, but 
also the capital needs of the waste water system. 
 
By utilizing revenue bonds to cover the 17% local match, as well as to provide for other 
infrastructure needs and the refunding of the 1994 sewer revenue bonds, the City will be able to 
have a source of funds with which to start the HCWWTP Project and not be further delayed 
because of timing uncertainties with the SRF loan funding. It is important that the City be able to 
commence the improvements as soon as possible in order to demonstrate the good faith and due 
diligence necessary to obtain an extension on the cease and desist order. 
 
Additionally, the revenue bonds are necessary to refund the 1994 revenue bonds since such a 
refunding cannot be done with SRF loan proceeds. As indicated by Mr. Challis, this will save the 
City $400,000 over the life of the existing revenue bonds.  
 
In order to be in a position to take advantage of the 17% local match SRF loan, the City needs to 
agree to the terms of that loan which are set forth in the attached resolution. The requested action 
relates only to the SRF loan process and is the next step in that process. The adoption of this 
resolution will allow the City the option of proceeding with a 17% local match SRF loan. This is 
the premise upon which the waste water rate schedule is structured. 

FISCAL ANALYSIS 
 
As indicated above, there is no financial difference to the City with respect to a 100% SRF loan 
or a 17% local match SRF loan for the HCWWTP improvements. However, by combining the 
17% local match and the refunding of the 1994 bonds, as well as including other waste water 
system capital needs, the City will not only effect a savings on the 1994 bonds but also 
effectively reduce the overall cost of issuance. Also the waste water rate schedule is predicated 
on a 17% local match SRF loan. 
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REIMBURSEMENT RESOLUTION 
 
 
BACKGROUND 
 
On June 8, 2004, the City Council adopted a resolution virtually identical to the proposed 
reimbursement resolution. However, at that time, because of uncertainties with the SRF loan, 
staff was contemplating that the improvements to the HCWWTP might have to be funded 100% 
with revenue bonds. It now appears that an SRF loan is available and the City will be utilizing 
the 17% local match option. 
 
In order to ensure that the City will be able to reimburse itself from the SRF loan proceeds for 
eligible expenses which have previously been paid by the City, the City should adopt the 
proposed resolution. To date, the City has expended approximately $2.4 million in design costs 
which are eligible for reimbursement. While the resolution adopted June 8, 2004 is generic 
enough to allow for reimbursement pursuant to the SRF loan, the State Water Resources Control 
Board (SWRCB) has requested that the City adopt another resolution for reimbursement tailored 
specifically for the SRF loan process. The language for the proposed resolution was supplied by 
the SWRCB. 
 
FISCAL IMPACT 
 
Adoption of the proposed resolution will ensure the City's ability to reimbursement itself 
approximately $2.4 million in previously paid engineering and design fees for the HCWWTP 
improvements. 
 
 
Respectfully submitted,   
     
 
_________________________________  
John Driscoll 
City Manager/City Attorney 
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