
 MEMO  
  

 
Town of Seabrook Island 

 
 

To: Town Council 
 

CC: Joe Cronin 
  
From: Mayor   

 Date: May 24, 2021 
 
 
 

Subject: South Carolina Water 
Pollution Control Revolving 
Loan Fund Borrowing 

 
 Background 

I remind members of Council that at its April meeting, Town Council approved Resolution No. 
2021-19 authorizing the Seabrook Island Utility Commission (“SIUC”) to apply to the South 
Carolina Water Quality Revolving Fund Authority (“State Authority”) for a loan of approximately 
$3,500,000 to finance certain improvements of SIUC’s sewage treatment facility. Pursuant to that 
resolution, Council is now asked to approve an ordinance to effect financing of the improvements 
through borrowing by the Town of not exceeding $3,500,000, including capitalized interest, if any. 
The improvements to be made are described as installation of a new intermediate pump station to 
pump effluent from the existing chlorine contact basin to the effluent holding pond, raising the effluent 
holding pond dikes by five feet to increase the effective storage volume by 9 million gallons (MG) and 
replacing and raising the existing effluent pump station to be above the FEMA 100-year floodplain 
elevation. As described, the improvements have been approved and the improvement project was 
listed on the South Carolina Department of Health and Environmental Control Clean Water State 
Revolving Fund Priority List on July 31, 2020. The Town’s obligation for this borrowing will be 
secured by a loan agreement and a promissory note of the Town by which the Town will pledge 
SIUC revenues for repayment of the loan. 
 
Ordinance  

The proposed ordinance is captioned “Ordinance No.  ---- SERIES 2021 NOTE ORDINANCE 
(appended hereto as the Exhibit). The ordinance authorizes borrowing by the Town from the State 
Water Pollution Control Revolving Loan Fund, by agreement with the State Authority; authorizes 
entry by the Town into an agreement to make and accept a loan; provides for the execution and 
delivery of a Loan Agreement between the Town and the State Authority and for the execution and 
delivery of a Promissory Note (“Series 2021 SRF Note”) from the Town to the State Authority; and, 
addresses other matters relating thereto. The Loan Agreement and the improvements (referred to as 
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the “Project” in the Series 2021 Note Ordinance) are consistent with “Projects” contemplated under 
the Town’s General Bond Ordinance (enacted February 5, 1997), as amended, (“General Bond 
Ordinance”). The 2021 SRF Note will constitute a “Bond” as defined by the General Bond 
Ordinance.  
 
Payments 

The proceeds of the loan will be used by SIUC only to pay the actual eligible costs of the Project 
plus capitalized interest. Under the Loan Agreement, the Town will agree to pay to the State Authority 
such amounts as shall be required to provide for the payment of all amounts due with respect to the 
repayment of the loan. In the event payments are not timely made to the State Authority under the Loan 
Agreement or the 2021 SRF Note, the State Authority shall require the State Treasurer to pay the State 
Authority amounts due under the 2021 SRF Note from State appropriations to which the Town may be 
or may become entitled. Pursuant to the 2021 SRF Note and the Series 2021 Note Ordinance, a 
statutory lien is created in favor of the holders of the 2021 SRF Note on certain assets of the water and 
sewer utility. Payments by the Town are to be made solely from the net revenue from the utility 
(revenues of the water and sewer utility after deducting the expenses (paid or accrued) of operating 
and maintaining the System including management fees).  
 
Town’s Related Debt 
 The Town has previously authorized and created secured payment obligations for the purpose of 

financing the water and sewer utility and improvements thereof. At present, outstanding obligations 
include: 

 
2005 Note  The $1,000,717 original principal amount Promissory Note of the Town, dated November 10, 
2005, and outstanding as of the effective date of this Ordinance in the principal amount of $299,121.13 
and payable to the South Carolina Water Quality Revolving Fund Authority for South Carolina Drinking 
Water Revolving Loan Fund Loan No. X3-025-05-1010009-01. 

2012 Note  The $1,700,000 original principal amount Promissory Note of the Town, dated January 30, 
2012, and outstanding as of the effective date of this Ordinance in the principal amount of $1,087,239.79 
and payable to the South Carolina Water Quality Revolving Fund Authority for South Carolina Clean 
Water Revolving Loan Fund Loan No. X1-149-12-727-01. 

2015 Bonds The $5,300,000 original principal amount Water and Sewer System Refunding 
Revenue Bonds, Series 2015, dated July 1, 2015, and outstanding as of the effective date of this 
Ordinance in the principal amount of $2,275,000.    

 
The 2021 SRF Note is a special obligation of the Town and does not constitute indebtedness of the 

Town under State Constitutional provisions other than those provisions authorizing obligations payable 
solely from special sources not involving revenues from any tax or license. The pledge of and lien upon net 
revenues from the water and sewer utility is on a parity in all respects with the 2005 Note, 2012 Note and 
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2015 Bonds, meaning that no preference is created for payments of the 2021 SRF Note over payments for 
those other obligations of the Town. 

Pursuant to the Series 2021 Note Ordinance, and in accordance with the General Bond Ordinance as 
amended, it is contemplated that a 2021 Debt Service Fund and/or a 2021 Debt Service Reserve Fund will 
be created as the State Authority may require. 
 
Loan Terms 

Currently, the South Carolina Clean Water State Revolving Fund standard interest rate is 1.60% for 
a loan term of twenty (20) years.  Final terms of the loan will be as set forth in the version of the Loan 
Agreement and 2021 SRF Note as they will be agreed by the State Authority and the Town and will be 
appended to the Series 2021 Note Ordinance. 

 
Covenants 
Town’s Covenants 
In accordance with the General Bond Ordinance, the Town makes certain covenants (enforceable 
undertakings) including: 

i) to cause SIUC to operate the water and sewer utility in an efficient and economical manner; 
ii) to pay, or cause to be paid by SIUC, out of the pledged revenues of the water and sewer 

utility, the principal and interest on the loan (as has been done with the Town’s prior related 
debt, SIUC is making the required payments);  

iii) to cause SIUC to establish, levy, maintain, revise and collect such fees, rates and other 
charges for the use of the services and facilities it furnishes to provide an amount not less 
than amounts to be deposited in certain required accounts to: operate and maintain the 
facilities of the utility; pay principal and interest on outstanding debts; and, as reserves for 
payment of outstanding debt; 

iv) not to issue any bonds, notes, certificates or other obligations or evidences of indebtedness 
other than obligations authorized or permitted under the General Bond Ordinance secured by 
a pledge of the revenues of the water and sewer utility, and it will not create or cause to be 
created any lien or charge on said revenues other than the liens and charges created or 
permitted to be created under the General Bond Ordinance hereby, and will not sell, 
mortgage, lease or otherwise dispose of  any part of the System will be sold, mortgaged, 
leased or otherwise disposed of or encumbered provided, however, SIUC may abandon, sell, 
lease any part of the System but only if:  

(a) The Town nor the SIUC is in default under the General Bond Ordinance 
of the Series 2021 Note Ordinance; and 

(b) The net revenues of the System for the preceding fiscal year shall not be 
less than one hundred and ten percent (110%) of the debt service for the 
preceding fiscal year. 
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v) to comply with all provisions of the Internal Revenue Code of 1986, as amended, as shall be 

necessary to assure the continued exclusion from gross income, for purposes of federal 
income taxation, of interest on Bonds. 

 
SIUC’s Covenants 
In Accordance with the General Bond Ordinance, the SIUC makes certain covenants (enforceable 
undertakings) including: 
 

i) SIUC shall at all times operate the water and sewer utility properly and in an efficient and 
economical manner and will maintain, preserve and keep the same with the appurtenances 
and every part and parcel thereof (hereinafter “System”) in good repair, working order and 
condition; 

ii) SIUC will keep proper books of records and accounts (separate from all other records and 
accounts), in which complete and correct entries shall be made of all transactions relating to 
the System. A complete financial statement of the water and sewer utility shall be prepared 
within 180 days after the end of each Fiscal Year and shall be prepared in accordance with 
generally accepted accounting principles for governmental bodies and audited by an 
independent certified public accountant; 

iii) SIUC shall make provision to maintain adequate insurance on the works, plants, facilities and 
properties comprising the System against the risks, accidents or casualties, of the kinds and in 
at least the amounts which are usually and customarily carried on similar plants, properties 
and systems which are owned and operated by a public or municipal corporation, including 
without limiting the generality of the foregoing, flood, earthquake, fire, extended coverage, 
general liability and workmen's compensation, and also all additional insurance covering 
such risks as may be deemed necessary or desirable by the Commission or recommended by 
a competent independent engineer or other advisor employed for the purpose of making such 
recommendations; 

iv) SIUC will not furnish free service of the water and sewer utility to the Town or to any 
agency, instrumentality or person. The reasonable costs and value of any services rendered 
to the Town through the operation of the System shall be charged against the Town and 
shall be paid as the service accrues from the current funds and such funds, when so paid, 
shall be accounted for in the same manner as other Revenues of the System. 

 

JG


























