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Growth Management and Natural Resources Committee
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	Attending:
	Ivor Jones, Delta Marine Industries

Jonathan Hayes, Washington Economic Development Finance Authority 


SUBJECT:  The Washington Economic Development Finance Authority (WEDFA) was established by the state legislature to assist small- and medium-sized business in accessing capital at preferable rates in support of business development.  WEDFA currently has before it an application for $10 million in economic development revenue bonds for an expansion project at Delta Marine Industries on the Duwamish Waterway.  WEDFA has a policy of seeking endorsement from the applicable local government, to assure that the region is supportive of the proposed project.  

SUMMARY:  The Washington Economic Development Finance Authority is authorized under RCW 43.163, with the following purpose statement:  

“Economic development is essential to the health, safety, and welfare of all Washington citizens by broadening and strengthening state and local tax bases, providing meaningful employment opportunities and thereby enhancing the quality of life. Economic development increasingly is dependent upon the ability of small-sized and medium-sized businesses and farms to finance growth and trade activities. Many of these businesses face an unmet need for capital that limits their growth. These unmet capital needs are a problem in both urban and rural areas which cannot be solved by the private sector alone. …
     It is the purpose of this chapter to establish a state economic development finance authority to act as a financial conduit that, without using state funds or lending the credit of the state or local governments, can issue nonrecourse revenue bonds, and participate in federal, state, and local economic development programs to help facilitate access to needed capital by Washington businesses that cannot otherwise readily obtain needed capital on terms and rates comparable to large corporations, and can help local governments obtain capital more efficiently. It is also a primary purpose of this chapter to encourage the employment and retention of Washington workers at meaningful wages and to develop innovative approaches to the problem of unmet capital needs.”

WEDFA issues ‘non-recourse’ tax exempt economic development bonds to particular sectors of industry—manufacturing and processing businesses—in amounts up to $10 million.  (Non-recourse’ bonds indicate that the bond purchaser has no legal recourse to seek recompense from any state or local government—that the private sector participants are solely responsible for repayment.) The proceeds of the bond sale are loaned to a given private business, which is then solely responsible for the payment of principal and interest to the bondholders.   Because these bonds are issued by a public entity, they are exempt from federal income tax, allowing the interest rate to be lower than it might otherwise be.  Bond proceeds may be used to acquire land; construct new facilities; rehabilitate existing facilities; and purchase new machinery.  These bonds are targeted specifically at manufacturing/processing projects—retail, real estate and other non-manufacturing businesses are not eligible.  

There is no state or local public tax support, direct or indirect, provided to the business.

WEDFA has requested consideration of a Council action in support of the issuance of bonds for this project, as a demonstration that the project is welcomed by the jurisdiction.  

Delta Marine Industries
The current proposal is for the sale of $10 million in economic development revenue bonds, issued by WEDFA, for the benefit of an expansion project for Delta Marine Industries, located in unincorporated King County on the Duwamish Waterway, 1608 S. 96th St.  

Delta Marine Industries is a manufacturer of large, high-end recreational yachts, targeted towards international customers.  Delta completes two to three yachts annually, ranging up to 150 feet generally, though they have recently delivered a 240 foot vessel.  Delta had approximately $70 million in sales in 2006, and expects to exceed that in 2007.  Delta directly employees 450-500 persons at its manufacturing facility; an additional 100 workers may be located at the Delta site, working on Delta projects, though directly employed by vendors or contractors.  Delta has a reputation of providing high-paying jobs.  Delta purchases supplies and services from up to 1200 independent local and regional vendors, who provide engines, shafts, propellers, and similar goods.  Delta indicates that, while it generates revenue from throughout the world, most—up to 95%--of its purchasing for supplies and services is done locally.  

According to Delta Marine Industries, the high-end recreational yacht industry includes a market for very large-sized yachts, beyond the capacity of the current facility to construct.  The proposed project would allow Delta to expand its current facility to create the capacity to design and construct recreational yachts up to 300 feet.  

The financing for this proposed bond sale is supported by a letter of credit from a local private bank; the financing mechanism would have the bank actually repaying the bonds directly to the bondholders, with Delta Marine making reimbursement payments to the bank; this approach adds additional security to purchasers of bonds.  

Natural Resources Involvement

In support of the committee’s consideration of a motion indicating endorsement for the project supported by these bonds, staff has sought information about the marine manufacturing industry, and the economic presence of Delta Marine, provided above.  Staff has also sought information about the natural resource and environmental standing of the facility.  County staff have had recent involvement with the company, in two particular instances of note:

The county has undertaken a project to improve fisheries access to the Duwamish Waterway through Hamm Creek, which runs nearby the Delta plant.  Hamm Creek had been, for part of its run, confined to a culvert; the project involved reconstructing an open creek to provide a more natural access to the Waterway for local fisheries.  Delta has been very cooperative in the support of this project, according to county staff, facilitating staff access to the creek and indicating its endorsement for the project.  

The WRIA 9 Salmon Habitat Enhancement Plan includes a project which considers revising the dredging strategy for the Duwamish Waterway.  Dredging by the Corps of Engineers is currently focused on the ‘turning basin’, half a mile upstream of the Delta Marine site.  There is discussion of a proposal to focus dredging a quarter mile upstream of the Delta Marine site instead, allowing the ‘turning basin’ to become more shallow with siltation, creating fisheries feeding opportunities and sheltering locations.  This project is currently in discussion stages, and county staff report active and constructive communications with Delta on this project, while acknowledging that Delta may have certain concerns regarding limitations on maneuvering opportunities for boats associated with its facility, resulting from the proposed restructuring of the ‘turning basin’.  

Otherwise, county staff indicate that contact with Delta Marine has demonstrated a generally positive corporate approach towards addressing natural resource and environmental concerns.  

Staff is completing communications with the Prosecuting Attorney’s office to confirm questions of county liability, permitting implications, and lending of the state’s credit issues.  A motion is being prepared for committee consideration at the next meeting of the committee.

ATTACHMENTS:

1. WEDFA letter to GMNR, dated January 25, 2007
2. Resolution requested by WEDFA board

3. WEDFA Resolution 2006-021

4. WEDFA Board
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