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Executive Summary

Background and Purpose

This report is the culmination of a yedwng outreach and technical assistance effort
managed by the Environmental Finance Center at the University of Maryland (EFC), in
coordination with the Delaware Department of Natural Resources andranmental Control
(DNREC) and First State Community Action Agency (FSCAA) for the Inland Bays Watershed,
located in Sussex County, Delaware. The project was designed to identify sustainable financing
strategies to support community financing needs reldatedpcoming septic system inspection
and performance requirements. New septic system requirements are planned as part of a
Pollution Control Strategy (PCS) developed to reduce nutrient loads to the Inland Bays
Watershed to a level that would meet Totaldimum Daily Load (TMDL) requirements. The
project stemmed from DNRECOds concern regarding t
system requirements on losMincome populations. The project had two objectiv@first, to
clarify costs and financingetds of affected residents related to the proposed regulations and
second, to identify creative financing opportunities to address these needs.

The project was guided by a steering committee consisting of DNREC staff representing
various departmentdSCAAstaff;statefunding agency representatives including Delaware State
Housing Authority technical assistance organizations including Delaware Rural Community
Assistance Program (RCARNd others. Outreach and informatiomas conducted via
meetings, telphone interviewsanda series of leadership dialogues that culminated in a single
Financing Forurheld in Georgetown, Delaware on October 25, 2007. Theruminvolved
oguest expertsdéd who shared ideas and perspecti ve
Representatives fronstate and federal agencies, Sussex County staff, and key stakeholder
groupsexplored potential financing opportunities. A summary of the financing nedalsg with
sustainable financing ideas and approaches collected through the gnajeets are highlighted
here.

Financing Need

Costs for individual septic system owners
Proposed septic regulations for the Inland Bays Watershed published on May 1, 2007,
which are undergoing revision at the time of writing this report, call for two maagrams
related to onsite wastewater disposal technologies (septic systems, size less than 2,500 gpd):
1. aninspection and pumput program required for all systems every three years; and
2. aperformance requirement that all new and replacement systemsuisent reducing
technologies effective 2015.

For existing septic system owners, costs related to the proposed inspection and-pump
out required every three years are estimated at $325 to $600 (on ave$d@d every three
years or $14 per month). The addional cost of repair or replacement of any identified
malfunctioning systems, estimated at 18% for the watershed, israfdgng, depending on
system type and surrounding environmental conditions (e.g., soil type, depth to water table,
space, slope). yStem replacement costs can be as low as $3,000 for standard gravity systems to
as high as $25,000 for alternative systems, and on average are estimfi€joa0 for the
purposes of financing need estimates. Note, replacement does not include the@aaldists
of technologies needed to bring a system to performance standards.
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Hfective 2015 for all new and replacement systems, installation of Best Available
Technologies (BATs) needed to meet performance requirements would cost an additional
$3,500 t0$6,000, or on averag®4,750 per unit above installation of the base septic system.
All BATs would also require annual maintenance contracts which cost $200 to $500 per year,
or an average d$350 per year.

Estimated financing need

An estimate of finanng needs created by the proposed septic system regulations for
both low- and moderatencome populations from 2010 to 2014 is showriTable 2,0n page
17. In summary, the total assistance needs over the first phase of implemenfiation2010
to 2014 would be $1.9 to $3.8 million, or $370,000 to $750,000 annually for low-
income system owners. There would be amadditionalassistance need in the range$&.0
to $4.0 million annually or $10.0 to $20.0 million through 2014 for moderate-income
septic system owners. Of most concern throughout this reporis theidentification of
methods of assistinlgw-incomesystem ownerswhich wouldclearlyrequire generation of
sustainable revenue sources.

Effective2015 it is assumedthat all systems being replaced vidincur an additional
cost of installation of BATSs, (200 to 400 moderateomeowned units per year and an
additional 19 to 37 lowincomeowned units per year) at an estimat&d to $2 million per
year, of that $90,000 to $180,000 would be needed to sappgow -incomehouseholds. This
does not include any ongoing financing needs ofifmeme owners with annual service
contracts that would be required with BATSs.

Addressing the Financing Needs

Based on the financing need evaluatibis clear that assustainable dedicated source of
funding would be needed to address the financing needs efdod moderateéincomeseptic
system owners. As a result of the interviews, meetings,Eindncing Forunseveral key
financing approaches came forth for considieraby DNREC and key partners for
implementation to address needs. Highlights are described below:

Cost reduction and institutional opportunities

Several cost reduction and institutional opportunities were identified. When developing
a financing plan ainy level, reviewing cost reduction opportunities and better understanding
the existing institutional capacity will support development of an efficient financing approach.
The following cost reduction and institutional opportunities present the greatepbdpnities:

e Begin a comprehensive planning approach to wastewater management that considers
both central and onsite septic systems collectively to address nutrient reduction goals,
public health goals and cost efficiencies on a watershed scale.

o Expandor model the Sussex County Wastewater/Water Relief Fund.

e Expand or model the RC&D Emergency Home Repair Project.

e Tap into assistance in the form of direct funding or institutional capacity from
commercial banks and credit unions, utilizing Community Rsiment Act (CRA)
requirements as an incentive.

e Utilize investment and service opportunities from private utilities where possible and
practicable.
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Funding from existing programs

Although fundindor many state and federal programs are generally inroeaéxisting
funding programs do offer opportunities to partially address financing needs. These
opportunities include:

¢ Increase funds allocated to the Clean Water State Revolving Loan Fund (CWSRF) Septic
Rehabilitation Loan Program (SRLP) from currentls of $400,000 through increases
in the overarching CWSRF Nonpoint Source program currently set at $1.5 million.

e Fully utilize 1% loan funds through the USDA RD 504 Home Rehab Program.

Opportunities for Sustainable Funding
Opportunities for creating sstainable funding are critical for establishing base funding to
support lowincome families with septic financing needs.

e Leverage the Clean Water State Revolving Loan Wastewater Facility Loan Program to
increase available low interest financing by 2025.75 times.

e Create a public Regional Management Entity or septic utility to offer services to septic
system owners at the lowest possible costs and greatest opportunity to leverage grant
or low interest loan dollars.

¢ Implement a general septic fee saptic system ownerd watershedwide, countywide
or state-wide.

e Implement a septic impact fee on new septic systématershedwide or countywide.

Recommendations

The following recommendations are intended to assist DNREC in their efforts to meet
the needs of local communities attempting to comply with the proposed septic system
regulations.

1. Regulations with adequate enforcement must be implemented first.

2. Clarify proposed septic regulation goals with regard to nutrient reductions and public
healthprotection.

3. Conduct awatershedwide septic study that includes thorough cost analysis of
alternatives for reducing nitrogen from existing systeAiternatives evaluated should
include connection to central sewer over the longer term (beyond five years),
installation of cluster systems, installation of nutrient reducing technologies on septic
systems, versus inspection and maintenance of existing systems.

4. Increase formal communicatiam wastewater management and financing issues
between DNREC GroundwateDischarge Sectioandthe County Engineering
Departmentfrom biannual to quarterly meetingsolicit involvement of municipal
wastewater facility representatives and the Public Service Commission at meetings as
needed and providepportunities for citizerparticipation on an annual basis.

5. Establish a Septic Financing Task Force to facilitate necessary coordination between

County and State officials to advance opportunities.

Take advantage of existing institutions and programs in the Inland Bays Watershed.

Expand community participation and engagement.

No

www.efc.umd.edu | January 2008Environmental Finance Center | University of Marylands



Community Financing for Septic System Management in the Inland Bays Watershed | Final Report

Implementation

Application of a multiple financing approaches that include existing resources and
institutions, combined with revenue opportunities is imperative if the septic financing needs are
to be met Continued communication and coordination tvikey agencies, organizationsda
the community is essential. An inclusive process is imperative to identify priority financing
approaches and implement strategies. Equally important is the continued duttedalialogue
with affected communities on alternatives being considered. As the ultimate payers and
benefactors of any programs developed, the community significantly influences decikiens
choices. In addition, community understanding of the isstmdd increase compliance levels
which is a necessary component for success.

It is hoped that the EFC project process was successful in raising awareness of the
community financing issues related to proposed septic regulations in the Inland Bays Wtershe
Moreover, that this report is informative in its assessment of existing resources and institutional
capacity, and offers alternatives for consideration, further evaluation and debate helpful in the
establishment of a financing plan.
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Introduction

The Inland Bays Watershed is a valued and sensitive ecosystem in Sussex County,
Delaware. It is one of three national designated estuaries in the US Environmental Protection
A g e n ¢ yAtlanticlRRegibn and encompass20 squaraniles of land area and 32 square
miles of open water. Itbeaches and wildlife draw thousands of visitors and recreational
enthusiasts each yeanaking it a prominent natural and economic resource for the state of
Delaware.

Nutrient over-enrichment of he Inland Bays has been angwing problem for more
than 30 years. The continued decline in the wat
Department of Natural Resources and Environmental Control (DNREC) to adopt Total
Maximum Daily Load (TMDL) reqeiments for nutrients. In response to the TMDL
requirements, DNREC and a wide range of stakeholder groups began development of a
Pollution Control Strategy (PCS) in 1998. After more than nine years, the PCS is now in the
process of being adopted as a région.

As clear steps are underway to reduce point source loads to zero, the challenge
becomes successfully addressing nonpsdanirces which contribut&8%of the baseline
nitrogen load and 69% of the baseline phosphoroustldadsite septic systems aione offour
primary nonpointsources contributing to degradation of the Inland Bays including agriculture,
urban land use, and stormwater. Collectively, the nearly 19,000 small onsite water systems in
the watershed contribute approximately 11% of thedbhitrogen load. To achieve reduction
goals, the PCS requires that reductions are made in all primary sources, including these onsite
septic systems.

As a part of the PCS, inspection and pumping requirements for existing small
decentralized onsite systeness than 2,500 gallons per day (also called "septic systems"), as
well as performance requirements for new and replacement systems, are proposed to reduce
nutrient loadings from onsite systems. In addition to meeting TMDL requirements for the
Inland Bgs, these regulations are expected to bring the many failing and substandard septic
systems (a statewide problem) into compliance.

DNREC is particularly concerned with the capacity of low and moderate income
populations to comply with the upcoming septagulations. The University of Maryland
Environmental Finance Center (EFC) was asked to help DNREC identify creative financing
solutions that would assist this population in meeting proposed requirements. Some of the
proposed septic requirementhavestrong potential to eventually be adopted statewide, as many
other watersheds in the state are facing similar nutrient eeerichment and share similar
problems with failing and stgiandard systems. The Inland Bays Watershed is a testing ground
for implenmentation of many programs, and DNREC hopes to replicate successful Inland Bay
programs and approaches to nutrient management in other communities and watersheds
throughout Delaware.

Y Inland Bays Pollution Control Strategy, April 2007.
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Report Structure

To identify creative financing approachesassst low-income populations with

compliance of the proposed septic regulatiotiee Environmental Finance Center (EFC)
conductedinterviews, meetingsnd leadership dialoguesjiminatingn a Septic Financing
Forum, held on October 25, 200With more than50 stakeholders participatingithe EFC

worked closely with é&5teering Committeeomprised of representatives @NREC programs,

the First State Community Action Agen¢ifSCAA) the Delaware State Housing Authoritgnd
others to guide and inform the pregt. The report highlights five primary areas of research and
evaluation undertaken the EFC as part of the project. These include the following:

1.

2.

Evaluation of financing nestifor low and moderate income populations to comply with
proposed septic redations

Recommendations related to effective regulation and planning to reduce implementation
costs and promote cost efficiencies

Evaluation of existing funding programs and institutional resources available to low and
moderate income populations to adelss septicsystem concerns;

Review of revenue opportunities to address the financing gag

Review of incentivebased opportunities
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Overview of Inland Bay's Watershed
Septic Financing Concerns

At the Septic Financing Fordnseveral keyconcernswere raised as important considerations
when evaluating financing approaches. Key issues are described below.

1. Implementation of the Pollution Control Strategy (PCS) and enforcement of
septic system regulations is necessary to set the stage for attracting capital and
resources to address financing needs of low and moderate income system owners.

Implementatiorof the proposed septic regulation iecessaryf nutrient loadings from
septic systems are to be addressadd costeffectve approaches identified and implemented.
The regulation and its enforcemewniuld attract capital from government funding agencies,
private entities, and nongovernmental organizations (NG@s)enforcedregulation creates a
demand for services. In thigse, the septic regulatiomse expected to create a demand for
financing services for lovand moderateincomehouseholdsas well as approaches thaglp
system owners achieve compliance at the lowest possible dedstingfunding agencies are less
likely to see a dmand for funds ithe regulation exists with limited enforcement. Other
approaches such as comprehensive wastewater planningddatssesutrient management
from septic and central wastewater collectively although of considerable,isiet likely to
occur without presence of a septic regulation.

2. Clear goals regarding nutrient reduction and public health protection must be
articulated.

A clear purpose and intent of the regulations must be articulated by DNREC to the
public regarthg thenew septic system requirementd hroughout the course of this project,
the nutrient reduction goals are referenced as driving the need for the proposed regudation
public health protectiomeeds and benefitlso should beddressed as a resulf the
regulations. A program developédar the dual purposeof public health protection and nutrient
reduction goals masequire a different preferred financing approaclomparedwith a program
with the sole purpose of nutrient reduction.

3. A combined approach that incorporates adequate regulation, use of existing
programs and institutions, and implementation of a variety of financing tools is
needed to address the financing gap.

No single approach will adequately address the financing needs-aidome
communities that result from the proposed septic regulations. All t@ilscluding adequate
regulations, existing programs and institutions, and revayarerating mechanismsare
needed to effectively develop logrm sustainable financingdadeliver resources efficiently.

2 This haHday event was held on Octob&5, 2007. The more than 50 participants includea tstate
legislators, five countlevel representatives, a host of state and federal agency contacts, and a panel of
financing and resource protection experts.

www.efc.umd.edu | January 2008Environmental Finance Center | University of Maryland



Community Financing for Septic System Management in the Inland Bays Watershed | Final Report

4. Shared responsibility among the State, County, and citizens to address the costs
of septic regulations on low-income households is critical.

The value of this single statement cannot be underscored. Delawaregseurégarding
its regulation and permitting of the septic program at the state level. Although regulatory
parameters are often set forth by state environmental agencies, implementation of the
regulations and permitting of small onsite systems in othdests typically handled by a local
jurisdiction, often a county or local public health departmehtcal jurisdictions have
institutional capabilities, financial and other tools not typically available to state entities, including
implementation of speal taxing districts, utility billing and collection experience, capacity, and
authority. At the county or municipal level, public works or engineering departments have first
hand knowledge regarding wastewater expansion or new developments that woukddiel h
when considering alternatives to septic system replacement, such as hookup to central sewer.
As acombined force, théStateand County havethe necessarputhority, capacity and capability
to address the financing and nutrient manageméhnis aso important to note that ultimately,
whether financed at th&tate or County level, it ithe citizens and the community at large that
must supportlocal and state decision makers in their effortspimtect the Inland Bays.
Continued education and parénship with citizens and local sttholder groups on financing
alternatives is critical

5. Sustainable financing approaches are essential to address ongoing assistance
needs with septic operation, maintenance and replacement.

The need for financiakaistance would be ongoing under the proposed regulations
driving the need for sustainable revenue sources. Veryifmome households would continue
to need assistance witthe proposed inspection and purmqut required ofsystem owners every
three years Inspections would trigger the need foepairs and replacemenés well. The
greatest financial need is expected in the initial years of the progyaenthat more than 50%
of these systems were constructed before 1986 and have reached the typi¢ahsjite
expectancy of 20 years. Based @eographic Information Systenfsi§ data on the existing
systems, after the completion of the first round of inspectigstem agés expected to be
more evenly distributedrunding programs developed in otheommunities around the country
that did notconsider ongoing grant needs of lamcome homeownerdhave beemninable to
adequately sustain needed programk®mr example, in 199The Madison County Straight Pipe
Elimination Revolving Loan Fund and Griaraggram in North Carolinaevolved from a survey
and education effort promoted at the state levelittentify and address straight piping or failing
onsite systents The evaluatiofound more than 552 systems in need of repair or replacement
yet more than 6096 of these households relid on an income of $26,000 or less per year.
Funding in the amount of $750,000 received in 1997 was depleted by @8 g anstimated
300400 homeowners still in neeand the state struggling to identify a sustaindiblenéng
source.

*Hughes, Jeff and Adrienne Simonson, O0Government Fina
Fa¢ | ities in North Carolina. 6-45. Popul ar Government, Fa
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6. Ongoing communication and education to those affected by the regulation and a
transparent process for the development of new programs to address financing
needs is important.

Regardless of the path taken, continued communicationegludation of the community
is important to obtain the highest levels of compliance.-Buapproval, and use of new and
existing programs by affected septic system owners in need of assistance must be part of the
discussion. In addition to outreach topg& system owners, continued education and
communication among State and County contacts, potential public and private funding program
representatives, and nongovernmental organizations working with low income populations, as
well as state and local elext officials who would drive the decisionaking process is
important. Addressing septic concerns is a complex process and although not commonplace
yet, is among the highest priority nonpoint source issues to be tackled in the region.
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Assessment of Financing Need

Overview of Proposed Septic Regulationsand Costs
for Septic System Owners

DNREC published proposed regulations for septic systems in the Inland Bays
Watershed as part of the PG8 the Delaware Register dtegulations on May 1, 2007. Public
hearings were held in June 200KIlthoughundergoing revision at the time of this repothe
proposed regulations as published in May 2007 call for two new programs related to onsite
wastevater disposal technologiesé€ptic systems):

1. an inspection and pumput program required for all systems every three years, and
2. effective 2015, a performance requirement that all new and replacement systems use
nutrient reducing technologies. Each is described below.

Inspection and pump-out requirements for all systems

The proposed regulation for septic systems in the Inland Bays would require all system
owners to complete a system inspection and puouyt every three years. A phased
implementation approach is planned. Gthérd of total existing systems would be required to
meet inspection requirements, starting with those systems of greatest threat to the watershed,
such as those located closest to surface waters and groundwater. Upon receipt of a notice,
owners would have thre years to complete the first pumput and inspection. Inspectors must
be licensed by the state and an inspection licensing program is already in place. For residential
systems, inspections must be performed by a licensed Class H system inspector figcterti
property owner. The results of completed inspections are forwarded to the state by inspectors.

Proposed regulations also outline inspection requirements at time of property transfer.
An inspection with pumyout would not be required if ithas beercompleted within 36 months
of the time of property transfer and the owner can supply proper documentation.

The cost of inspection and purqut is estimated at $325 to $600, or on average
approximately$463 every three years, or $14 per month4. In additionto the cost of
inspection and pumput, inspections are expected to identify malfunctioning systems
discharging untreated effluent into the ground and surface waters, which would trigger
additional repair and replacement requirements. It is anticipatatt8% of the systems
would be found to be malfunctioning based on a small pilot inspection program conducted
in the watershe#l In addition, DNREC suspects that a number of substandard systems (such as
seepage pits and cesspools) may exist among thegippately 50% of systems installed prior
to 1986. Repair and replacement costs for owners would very greatly, depending on system
type and surrounding environmental conditions (e.g., soil type, depth to water table, space,

* Inspection and pumput cost range based on contacts with pumpers in October 2007 made by Jim
Cassidy and Dave Schepens.

® Funds from the 6217 Coastal Nonpoint Source Program argi ¢hblonpoint Source Program were used

to pilot a compliance and inspection program for onsite wastewater disposal systems. The program
provided cosshare funds for homeowners to have their septic systems pumped and employed an inspector
to inspect indivilual residential systems and educate the homeowner about their system and how it should
function and be maintained. A total of 210 septic systems were pumped out and inspeguiiecsystem

failure rate was 18%, as indicated by personal communicatitnDeivte Schepens, DNREC Groundwater
Discharge Section Manager.
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slope). For example, replacemeststs can be as low as $3,000 for standard gravity systems to
as high as $25,000 for alternatisgstems (See Tablesl)Averagereplacement cost, not
including advanced technology to meet performance requirements, is estimab&0,a00.

Performance standards for new and replacement systems

Currently, each standard small onsite system discharges an estimated 50 mg/I of
nitrogen into the groundwater. Proposed effective 2015, ti@gsv performance standangdould
require all new and replacement septic gt to utilize best available technologies (BATS) to
achieve average annual total nitrogen (TN) loadings of 20 mg/l or a 60% reduction. Service
contracts would be required with installation of advanced technologies. With proper system
operation and mainteance, this technology is expected to increase the life of drainfields due to
the production of a cleaner effluent.

To meet performance requirements, the cost of BATs for nitrogen reduction is
estimated at $3,500 to $6,000, or an averagé&4f750 per unit.” This would be in addition to
the cost of replacement or installation of the base system. Also, the proposed regulations would
require service contracts with the installation of nutrient reducing technologies to ensure
proper operation and maintenance tfe system. Annual service contracts cost $200 to $500
per year and on average would pose a cost 85@ per years.

® Range of replacement cost by system type based on contacts with installers in October 2007 by Jim

Cassidy and Dave Schepens of DNRECO&s Groundwater Di sc
" Inland Bays PollutioGontrol Strategy, April 2007.

8 Service contract estimates based on contacts with installers by Jim Cassidy and Dave Schepens. DNREC
Groundwater Discharge Division, October 2007.
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TABLE 1: Septic System Type and Estimated Replacement Cost

System Type ‘ Cost Range Application

>47 inches to limiting zone,
Gravity systems $3,000- $6,500 | 6-60 mpi perculation rate
0- 15 % slopes

27 to 47 inches to limiting zone,
0-120 mpi perculation rate

0-10% slopes permitted with a single
manifold

> 10% slopes require a pmanifold

Low pressure pipe $5,000- $8,000

20 to 47 inches to limiting zone,
0-120 mpi perculation rate

Elevated sand mound $9,500- $20,000 | Slopes:

- For rates slower than 60 mpi, 06%
- For rates faster than 60 mpi; 2%

Consistsof anadvanced treatment unit
followed by either subsurface drip
irrigation, peat filter or elevated sand
Innovative and alternative | $14,000- $25,000] mound.

Currently alternative systems may or may
not meet proposed performance standarg

Additional treatment technology that

Best available technology reduces nitrogen levels dispersed to soilg
(BATS) to meet $3,500- $6,000
performance requiements Proposed for new and replacement syste

in the Inland Bays Watershed.

Financing Need for Low and Moderate Income

As part of the project, the EF@obked to further evaluate the financing needs of low
and moderate income residents in the Inland Bays Watershed. This was a difficult task due to
lack of incomepoint data for individual properties. The evaluation provided here provides
ballpark estimate at best. After initial program implementation, it is expected that better
information on financing needs and system conditions would be available to more adequately
estimate costs. T he Eter@amnciagmeedsuram 20@8@HD14 onsi der e
during the first phase of proposed program implementation. By the year 2014, it is assumed
that all systems would be inspected and pumpeat] and met repair or replacement
requirements. Longerm evaluation that considers performance requiremengs\walso
evaluated to understand additional costs related to the nutrient reducing technologies.
There are 18,943 septic systems operating at less than 2,500 gallopgr-day
capacity in the watershed. The EFd@es esti mates
connection of 2,359 septic system users to central sewer as part of county wastewater service
plans for the next five years. These systems would not be required to meet proposed
requirements and assistance for connection of $ehwlds with financialeeds isonsidered
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part of county efforts. Rather, the EFC focused on tleenaining 16,584 systems that
would be impacted by the proposed septic requirements.

To evaluate the level of need, median household information for the 42 census tracts in
the watershed was overlaid with point data on septic systems in the watershed usinQu&IS.
to the large number of households with septic systems covered in a single census tract (up to
1,586 systems), and use of median household income (MHI) data per d¢rantindicator, the
estimated number of lowand moderatancomeseptic system owners is expressed as a range.
The range is half of the total number of septic systems in the census tracts meeting income
criteria to the total number of households with septsystems in the given census tract. This
range is based on the logic and assumption that at a minimum, half of the households in the
census tract are below the listed MHI (and half are above). Ownership and income estimates
using the census tract and MHata are described here:

e Low income septic system owners: Estimated at 663 to 1,32714 to 8% of all
impacted systems). GIS data analysis stig827 septic systems are located in census
tracts with MHI less than $32,200 (2000 HUD low income requiretsdor a three
person household in Sussex Couf)ty

¢ Moderate income septic system owners: Estimated at 5,556 to 11,111(33.5 to 67%
of all impacted systems). GIS analysis show 11,111 systems are located in census tracts
with MHI less than $46,230 (2000 mherate income requirements for a 3% loan for a
three person household from the State Revolving Loan Fund, Septic Rehabilitation Loan
Program)

The following assumptions were applied to the evaluation of financing need:

1. Proposed septic inspection and pprout regulations and performance standards as
outlined in the May 2007 PCS are adopted in 2008.

2. Financing assistance needs would begin in 2010. Limited activity is anticipated in the first
two years after adoption of the proposed regulations due to theetyear period given
to septic system owners to meet inspection requirements and limited incentives to
comply earlier in the requirement period.

3. 16,584 existing systems would be impacted by the regulations.

4. Beginning in 2010, every year etigrd of total existing systems would meet
requirements and complete an inspection and ptoup

5. 18% of all inspected systems are malfunctioning and would need to be replaced.

6. Septic system owners would have 2 years to complete any repairs or system
replacements.

7. Atotal of 663 to 1,327 of system owners are low income and would require financial
assistance with inspection and pwoyis.

8. Low income households receiving grant or subsidized assistance for system
replacements would be required to install BATs for nitesgreduction and meet
performance standards if located in areas sensitive to nitrogen loading, within 20 inches
of the water table. An estimated 22% of all systems are located in areas within 20
inches of the water table.

9. 5,556 10 11,111 households of $y81 owners are moderate income and would require
financial assistance with system repair/replacements.

° Three person household level income requirements were applied given thage/aumber of persons
per household in Sussex County equal to 2.45.
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10. Cost assumptions:

e Inspection and pumput costs per system = $463

e Average system replacement cost = $10,000
Average cost of installation of BATs to nteetrogen reduction standards = $4,500
Service contract cost for units with BATs = $350 per year

Results of the evaluation are shown in Tablen summary, the total assistance needs
over the first phase of implementatidgnom 2010 to 2014 is $1.9 to $3.8 million, or
$370,000 to $750,000 annually for low income system owners. Of most concern
throughout this reportis theidentification ofmethods of assistinigw-incomesystem owners,
which would require generation of sustainable revenue sources. Tibemeadditionalassistance
need in the range d$2.0 to $4.0 million annually or $10.0 to $20.0 million through
2014 for moderate income septic system owners.

As proposed, after 2018 is assumedhat all systems being replaced would incur the
additiona cost of installing BATs to meet the new performance requirements. Assuming a
continued 18% malfunction rafethe proposed performance requirement would pose
an additional financial assistance need of $1 to $2 million per year. Of this total,
$90,000 to $180,000 would be needed to support low income households. This does
not consider the assistance of low income owners with annual service contracts that would be
required with the installation of BATSs.

19 Where 200 to 400 moderate income owned septic system units would be required to be replaced per
year and an additional 19 to 37 low income owned septic system units would requiredreptaeed per
year due to identification of malfunctioning systems during system inspections.
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TABLE 2: Estimated Financing Need for Low Income and Moderate Income
Septic System Owners, 2010 to 2014

Annual 2010 to 2014

LOW INCOME ASSISTANCE NEED
Inspection & Pump-out --

0 663 to 1,327 existing systems total (221 to 442
needing assistance per year) MIN $102,323 $511,615

0 Average = $463er inspection and pumput MAX $204,646 $1,023,230

Replacement of Malfunctioning Systems

Replacement indicator, 18% malfunction rate

0 119 to 239 total systems needing assistance (2
to 48 systems per year) MIN $238,000 $1,190,00

o Average replacement cost = $10,000 MAX $478,000 $2,390,000

Performance standard (required of grant

supported septic replacement projects in

sensitive areas)

BAT indicator, 22% of malfunctioning systems with

20 inches of the water table

0 26 to 53 total systems impacted (5 to 11 systen
per year) MIN $24,700 $123,500

o Average BAT installation cost = $4,750 MAX $50,350 $251,750

Assistance with O&M costs by 2014
0 26 to 53 total systems (26 to 53 systems per ye

by 2014) MIN $9,100 $45,500
o Annual service contract cost = $350 per year | MAX $18,550 $92,750
TOTAL MINIMUM FUNDING NEED $374,123 $1,870,615

TOTAL MAXIMUM FUNDING NEED $751,546 $3,757,730

MODERATE INCOME ASSISTANCE NEED, Total 5,556 to 11,111 systems

Replacement of Malfunctioning Systems

Replacement indicator, 18% malfunction rate
o 1,000 to 2,000 total systems (200 to 400 syster
replaced per year)

o0 Average replacement cost = $10,000
TOTAL MINIMUM FUNDING NEED $2,000,000 | $10,000,000
TOTAL MAXIMUM FUNDING NEED $4,000,000  $20,000,000
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Analysis Structure and Criteria

In the process of identifying potential institutional and funding opportunities, the EFC
project team developed a format for analyzing eapportunity. The goal was to develop a
report format that will allow staff at DNREGanddecisioamakers at local and state levetis
compare opportunities and make effective decisions about which programs to pursue. Each of
the identified funding opptunities was analyzed according to the following criteria:

Type of opportunity
|l denti fying appropriate funding sources was
andefforts focused on two areas of available funding sourg®sxisting programshat offer
septic financing assistance to those in need,(@8hdew sustainable revenue sources. The
available funding sources to be investigated can be viewed in the following four broad categories
of opportunities:

1. Effective regulation and planni@dgvhich includes recommendations to reduce
implementation costs and promote cesfficient approaches to address septic issues

2. Public angrivate funding andnstitutionalopportunitiesd with a particular focus on
those dedicated to wastewater and housagsistance programs, such as revolving loan
funds, state and federal agency grants, and special appropri&ioate institutions
including banks and developergere also examined.

3. Review of revenue opportunitiedincluding a focus on general fessd taxes to
address the financing gags well as development of a management entity that could
serve to broker fee collections and offer a range of services.

4. Review of incentivwbased opportunitied such as trading opportunities and other
incentive prgramsincluding tax credits.

Level of opportunity

Thelevel of opportunity refers to the potential revenue associated with the program.
TheE F Cabadysis describes the potential annual revenue of a given revenue oppotionity
that estimate was dered,andwhere information was available.

Potential political, legal, and administrative barriers and opportunities

Clearly any new revenue program will have associated political, administrative, and legal
barriers andother concernsthat must be resolgd. If nothing else, there will always be at least
some public opposition to any new tax, fee, or payment. And though the task here was not to
provide a political analysis on environmental tax policy in the state, the barriers and
opportunities associatewith any new program will have real fiscal and efficiency impacts. This
report, therefore, provides an assessment of the barriers and opportunities associated with each
recommendation in an effort to guide state decisioakers as they develop fiscalategy in the
future. Potential administrative barriers are also an important consideration. When
administrative costs arkept low, efficiency increases.

In addition to applying the above critetia each funding opportunity, the report provides
case tudies and examples of how other states and communities have implemented similar
programs, if applicable.
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Effective Regulation and Planning

PCS and Adequate Enforcement

Design of regulations with adequate capacity for enforcement will be critical to the
overall effectiveness of the proposed policy. Performance requirements for new and
replacement systems are enforceable through the permitting processes, however, adequate
enforcement procedures to oversee compliance with inspection and pommpequiremerns of
existing systems are |l acking. DNRECOGs current
failure of compliance. Followp notices would continue to be mailed until proof of compliance
with inspection and pumput requirements is shown. Thergposed regulations site
enforcement authority to DNREC as outlined in Title 7, Chapter 60, Section 6005 of the
Delaware Code. Options include civil penalty imposed by Superior Court of $1,000 to $10,000
for violation of rules or regulations, monetary paties for continuing violoations, and
administrative penalties. DNREC must be prepared to use this authority.

As currently written, theproposed regulations also include inspection requirements at
time of property transfer. An inspection with purrgut would not be required if it was
completed within 36 months of the time of property transfer and the owner can supply proper
documentation. If other enforcement mechanisms are not appliéslexpected that most
inspections would occur at time of propertyansfer, where enforcement can be built into
existing legal procedures for property transfer and immediate financing opportunities can be
utilized.

Type of opportunity
Althoughthe regulationas currently designed contains clear enforcement authgatk of
clarity regarding how the regulation would be enforced and potentially limited enforcement
offers incentives foseptic system owners in the watershed to forgo inspection and pootp
requirements, until time of property transfer. As a result, idéination and replacement of
malfunctioning systemas well as installation of BATs to meet performance standards would
take a significantly longer period of tintean planned
Pending closer review of DNRECOs t@nforcement
options for enforcemenmayinclude approachesften used by local government authorities
and special districtsuch aghe following:

e Set fines for delayed actipn

o Refer to prosecuting attorney for court action

e Placement of liens on propertand

e Shutting off service, in this case water service may be shut off if it is being supplied to
the property.

Enforcement approaches may also include special considerations for those who can not
bear the costs of compliance. However, clear documentation aridipse on who qualifies for
special consideration and how those qualifications would be determined must be outlined and
communicated to the public.

Level of opportunity

Although the benefits are difficult to quantify, lack of adequate enforcement wauidicantly
delay achievement of nutrient reduction goals set for onsite septic system sources. It would
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also limit the ability of the program to attract capital and resources to address the issue. For
example, public and private funding organizatiordess likely to place a high priority on
funding septic maintenance and repair/ replacement actiditispecially grant programs which
are already in high demand to address housing rehabilitation, sewer and water connections, and
other services with lirited grant resources.

In addition, any fines set for delayed or roompliance could be used help to cover
costs related to enforcement. Mailed notifications of rsmpliance could cost a minimum
$1.00 per notice considering materials, postage, labdrteacking. Assuming that most of the
16,584 systems in the watershed would receive at least one letter of noncompliance, that is a
minimum cost of $1&84.

Potential political, legal, and administrative barriers and opportunities

Although heawhanded eforcement may present political barriers at the state and local levels,

it is clear that without adequate enforcement the proposed inspection and gurhpegulations
would offer little improvement over current regulations that stipulate puout every three

years for all post 1985 systems. In the scenario where inspection and-putrpgulations are

not applied at time of property transfer, the regulation may be moot if lightdedrenforcement

is applied. Legal authority as wellaBninistrative capaygiand any staffing needs for DNREC

to impose desired enforcement mechanisms must be evaluated when considering enforcement
approaches.

Regulation of Private Utilities

Both public and private wastewater treatment systems are operated in the Inland Bays
Watershedand throughout Sussex County. Public systems are operateddsy cities and
towns with a number of facilities also operated directly by the CourRyivate companies
offeringwastewater service to individual communities in seveoainty communitiesinclude
Artesian and TidewaterService areas of private companies are mainly under the oversight of
the State Public Service Commission.

The process and laws regarding private sewer semtigesntly in placecreate
inefficiencies in municipat@ county wastewater service planning efforts, as documented in the
Water and Wastewater Element of the 2007 Draft Sussex County Comprehensive Plan Update.
For exampletowns and cities in Delaware have the authority to fapprove any private utility
sewvice limited to areas within its existing borders. Much of the new development is occurring
adjacent or just outside existing municipal boundaries, in areas that may be targeted for
annexation over the long term. As a result, private developers buildl gmgte utilities in
areas where sewer service may be planfadhe future, wasting time and resources.

In essencemuch of thecounty or municipality coseffectivenessnay be lost when
privatesewer servicas provided solely to new developments lted near or in between
existing developments in need (e.g., failing septic systems, inadequate sewage facilities). As a
result, long service extension lines going around or through existing developments may need to
be built without any customers along igporting payment of the linelnitial capital from new
developments that can help offsatiblicconnection costs and increase the customer hase
which ultimately lowers the cost for all, is lost under these scenarios.

Type of opportunity

A revised procss wherecounties and municipalities have the first rigtitefusalwith regard to
the installation of private utilities is important to maintain the most ecefftcient strategyor
meeting wastewater service and management goals, as well as provietedasgrvice to areas
without adequate service. It is an importgudrt of the solution thatsupporis both central
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wastewater planning and addressnsite needs. Legislation is being drafted bydhenty at
the time of writing of this report., and itspassage will beritical to efficient comprehensive
planning in the€County thataddresss bothnutrient reduction and public health goal§ithout
this authority, Sussex County will have increased vulnerahilifyagmented development.

Level of opportunity

Creation of small, exclusive private wastewater treatment facilities across a landscape of larger
public ones will inevitably alteounty and municipal planas well as thability to expand

serviceto targeted areas. The higher costs related to $eid opportunitiedo provide public

sewer service to new developmentdgth private utilitieswill, in some casesender public

sewer service as undesirabldxpanded or new public sewer service to existing areas is often
viewed as too costly or a doorat unwanted growth and ay higherthanaverage costs of
connection will undoubtedly be scrutinized and a factor in local approval of expansion.

Potential political, legal, and administrative barriers and opportunities

A change in these regulations is aptdraw opposition from the development community.

Close coordination and collaboration with the Public Service Commission who oversees private
utility management will also be requirett.will be up to statelevelelected officials to approve

or deny the county proposal. However, there is precedent for development decisions to be
managed at theounty level. For example, New Castle County does not allow any private
sewer service in level four areas (rural areas), and Kent County has control over \ainere

when private facilities could be buyidts outlined in their County charte¥s

Sub-Regional Planning

A comprehensive approach to wastewater management that considers public and
private wastewater treatment facilitieas well as onsite septic systg is a key step toward
ensuring that the most costffective strategies are identified and financed to support nutrient
reduction goals. Options to consider with regard to nutrient loadings from septic systems
should include: connection to central fétads, installation of clustetlype systems, additioof
advanced nitrogen removal technologies for septic systandproper maintenance of
conventional systems. Only after a thorough analysis is completetheatternatives be
prioritized and themog cost-efficientsteps tonutrient reduction understood.

A model approach to septic system management for nutrient reduction is currently being
undertakenin Anne Arundel County, Maryland. A study currently in progress will assist the
countyin (1) idertifying categorimgand prioritiang septic systems considering the abeve
mentioned alternatives; (roviding gpreliminary cost analysis of onsite septic system
upgrades, cluster community wastewater systems,semer system extensiodternatives
And finally (3developingan implementation plan over2z0-year planning horizon consistent
with the countyd €omprehensive Plan.

Type of opportunity

A comprehensive planning approach to wastewater management that considers both central and
onsite sepic systems collectively pose opportunities to reduce costs and increase financing
opportunities in a number of ways. The most obvious is improved and targeted planning for
central sewer service that considers nutrient reduction goals in the watekshigh special
consideration of loads from existing onsite systems. In current planning approatthesigh

1 personal communication, Michael 1zzo, County Engineer, Sussex County, November 2007.
2 personal communication, Bryan Hall, Office of State Planning, Novem@er 20
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extension of service to areas with failing systems are considered, examination of opportunities
to offer service to the most sensitive areas with redjo nitrogen loadings is not. In additioa,

more holistic approach wouldpen doors toaccessingraditional funding sourcetypically

available for wastewater facilitigaund availabléor wastewater projects are significantly
greaterthan fundingaurces for septics, and administrative capacity to access and manage these
funding sources already exasat the county and municipdevels

Level of opportunity

The level of opportunity is significant. The proposed regulations wawier a20-year peiod,
ultimately require installation of advanced treatment technologies on all existing septic systems
as each system reaches full system life and is determined to require replacementcyéléfe

cost analysis that evaluates nitrogen loadings in additi full system costs may help guide
decisions for future central wastewater service, and other alternatives to installation of BATs on
individual septic systems. The savings from these types of approaches could be sidfoficant.
example, DNREGlread plans to exempt any septic systems from requirements in areas with
sewer service planned in the next five years. What might be the ramifications of exempting
septic systems located in areas with planned sewer service in 10 years looking both at dosts an
nutrient reductions?

Potential political, legal, and administrative barriers and opportunities

Undertaking this initiative would require that the stateunty, and municipalities work closely
together to better understand the costs and benefits ofadtiérnativesBasedon this
information public entities cadevelopcomprehensivelars that work in the interest of all
involved.Funding for such a study would need to be identified. The Anne Arundel County
study, which evaluated more than 40,000 semystems countyide, was conductedby private
consultantsat acost of $342,000 and is to be completed in a year. This project cost does not
include development of the GIS database containindibaseformation on all systems.
DNREC is well positioad and has mosif not all, basdine data to carry out a similar study. A
clear partnership between DNREC, tl@ounty, municipalities within the watersheahd the
Public Service Commissiavould need to be establishedr this effort, and planning funds
would need to be identified.

Anne Arundel County, Maryland
Onsite Sewage Disposal System Study

Study Goals and Overview

A model approach taghe managementf onsite sewage disposal systems (OSDS
for nutrient reduction is currently being undertaken in Anne Arundel County, Maryla
The county has initiated study of the most cosefficient approaches teeducing
nutrientsfrom the 40,684 systems located throughout tb@unty. The overall goal of
this effort is develop a forwartboking framework hat will enable thecounty to
implement a program for the lorgerm management of onsite systems pursuant to
achieving nitrogen reduction goals for the Chesapeake Bay. primary approaches are
being cosidered:

Extension of sewer service

Cluster type community sewer service
Enhanced nitrogen removal, OSDS 1gutgs
No action d leaving existing septic systems
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The studyis in progressand willbe conducted in three phases: (1) phase
involves identifying, categorizing and prioritizing septic systems considering the abo
mentioned alternatives; (2) phasgo provides gpreliminary cost analysis of onsite
septic system upgrades, cluster community wastewater systems, and sewer syste
extension alternativesand finally (3) under phagaree of the project an
implementation plan over mventy-year planninpor i zon consi sten
Comprehensive Plan will be developebhe first two phasefave been completed and
are described below. The final phase of the project, development of a countywide
strategy is pending anduefor completion in Janugr20(B.

Phase 1: Identification, Prioritization and Categorization of Septic Systems

The first phase of the study completed in January 2007 involved a two step
process to prioritize septic systems and determine which potential alternadinees
applicableThe first step was to prioritize each system based on the potential severit
its environmental and public health impact. Eight factors were considered in this firg
step of the prioritization process:

1. Distance from health department septic systenolglem areas (ft) (Based on the
factors includinghigh water table, steep slopes, poor percolation tests, lot siz
historical use of alternative septic system technologies)

Distance to (surface) water (ft)

Distance from ChesapealayCritical Area (ft)
Depth to groundwater (ft)

Distance from bogs (ft)

Slope (%)

Soil percolation rates (in/hr)

Distance from well head protection areas (ft)

In the second step of the prioritization process, the priority septic systems wer
categorized relative to poterdl alternatives for mitigation based on planned sewer
service type, proximity to sewer service, and density of OSDS. In subsequent tasks
these categories wilissist in determining which of the four considered alternatives is
bestsuited solution forhighpriority problematic systemd& his first phase also included
nitrogen load calculations for all septic systems indbenty categorized by watershed,
sewer service area, sewer service type and priority score.

Phase 2: Evaluation of Treatment Alternatives and Costs

The second phase of the project completed in August 2007 involved a planni
level cost analysiaf the various treatment alternativepotential cluster community
wastewater systems, enhanced onsite septic systems, and potential sdeiesier
projects to connect existingeptic systemgo existing sewer service areas (SSAS).
Treatment approaches were evaluated with respect todyele costs and removal
efficiencyproviding baseline planning information for developing a countywidatinent
strategy in the final phase of the project.

The cost analysis indicatthat in Anne Arundel County septic system upgrades
are least costly fronthe standpoint ofnitial capital investmenbut are significantly more
expensive over the lorterm whenoperations and maintenancservice life, inflation,
and energy costs are accounted for. It should also be noted that the OSDS upgrade;
alternative assumed that drain field replacement or rehabilitation costs would be
incurred in the initial capital b of the upgrade.
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Lastly this phase of the project identified several key issues in terntbef
present directionof nutrient management policy (e.g., eligibility of Watershed
Restoration Funds to support moreffective treatment approaches) thasnhave
significant bearing on the formulation of a countywide septic system treatment strate

Study Cost

The Anne Arundel County study, which evaluated more than 40,000 septic
systems countywide, was conducted by private consultants at a cost ofGB&4and is
to be completed in a year. This project cost does not include development of the G
database containing baseline information on all systems. The project was also cong
by firm currently working with the county. As such, the consultardasd lexisting
working knowledge of theounty sewer system and planning efforts which provided
advantages in overall speed and efficiency of the project completion.

Implications for the Inland Bays Watershed

DNREC currently hashe base GIS data necessamyconduct a similar studpf
septic systems in the Inland Bay Watershed. A study of similar scope may be bene
for the Inland Bays Watershed. It willovidea longterm perspective on approaches t(
achieingnutrient management and public healtratp and assimgthe most cost
efficient strategies are applied. For example, as proposed septic systems planned
connection to central sewer within the next five years are exempt from inspection
requirements. Further cost evaluation may suggeshgér time frame for exemption
from system replacements or upgrades in areas where central sewer is planned be
five years. Any effort should involve partnership with Sussex County who manages
planning districts in the watershed, as well as mpalities with existing central sewer
facilities.
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Funding Programs and Institutional
Opportunities

Local, State and Federal Programs

Although a number ofdcal, state and federal funding programs are currently available to
assist low and moderatencome homeowners with financing septic requirements, it is clear that
existing programgl) are not sufficient to cover the anticipated financing naed(2) do not
offer the dedicated sustainable financing to support septic financing needs in the Inland Bays
watershed In FY 2007, relevant funding programs had a total of $2.0 million available in grant
and low interest loans thanaybe applied for septic systemehabilitation or replacement (See
Table 3). Many of these programs are used for a range of projects unrelated to septic systems,
including home repair programs and use of funds for hookup to central water or sewer systems.
All of these grant programs arhighly competitiveProgramsspecifically geared to onsite
maintenancef private septic systemsjcluding inspections and puropts, are even more
limited.

TABLE 3: FY2007 Allocations to Grant and Low Interest Loan Programs in
Delaware That May be Used for Septic Related Projects

FY 2007 Available Funds

GRANTS LOANS
EXISTING PROGRAMS
State Revolving Loan Fund (SRF) Septic - $400,000
Rehabilitation Loan Program
Community Development Block Grant (CDBG) $800,000 -
RC&D Emergency Home Re pair Project $250,000 -
Sussex County Wastewater Relief Fund $100,000 -
USDA 504 Housing Rehabilitation Loan $150,000 $300,000
Program

TOTAL FUNDS

FROM EXISTING PROGRAMS $1,300,000 $700,000

Nevertheless, there are opportunities to expand adjust existing programs, with the
greatest opportunities lying with the Clean Water State Revolving Loan Fund (CWSRF). The
Sussex County Water/Wastewater Relief Fund program offers a model for the ongoing
distribution of funds for inspection and mainence. In addition, the organizations
administrating the programs already offer resources in the form of institutional capacity and
coordinated outreach to individuals most in need. Below is a summary and evaluation of
existing programs available to addseseptic financing needs for individual homeowners.
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Sussex County Wastewater/Water Relief Program

Description

Sussex County offers a grant subsidy program through the Utility Billing Division for those
needing assistance in paying theeiunty sanitaryor water bills. Assistance is available on a
quarterly orannuabasis at $200 per year. In additighe program offersa one-time grant of
$2,500 that may be applied toward septic inspection and pauotpsepticrepair or
replacementpr connection fe assistanceEligibility is based on the Federal Department of
Housing and Urban Development (HUD) Community Development Block Grant (CDBG) low
income levels, subject to annual revisions.

Type of opportunity

Local funding source with the greatestoppdb uni t i es i nclude the Countyds
to administer a financing assistance program that offers ongoing aid for operation and

maintenance, as well as small repairs related to septic systems.

Level of opportunity

The County pays for this pgram through their general fund via transfer tax revenues. In FY
2007, $100,000 was allocated for this program. In FY 2008, $75,000 has been prdpdised.
past the annual budget for this program has ranged from $50,000 to $100,000. Allocations are
dependent upon on availabteunty resources in a given year. In recent yetnansfer tax
collections inSussexCounty have decreased due to a decline in developnueninty-widets,

Potential political, legal, and administrative barriers and opportunities

A significant increase in allocations to this fund is unlikely due to political and fiscal constraints at
the county level. However, the institutional capacity to administer suthregoing assistance
program positions theounty as an integral partnén administration of small grants and

subsidies that may be needed to address operation and maintenance (e.g., inspections, pump
out, service contracts)s well as small repairs related to semystems This is important given

the limited programs tht currently offer assistance with operatigmsaintenance and small

repairs.

Clean Water State Revolving Loan Fund (CWSRF)
Wastewater Facility Loan Program

Description

Under this program, the state of Delaware offers public wastewater treatreiliieslow-
interest loans to address compliance issues. Rates are badbe orcome qualifications of the
community. Low rates of 1% are available to disadvantaged communities meeting income
requirements.

Type of opportunity

There are opportunities tdeverage revolving funds received through @/ SRF program by
bankingevolving fundsind allowing them tearn interest, andhenissuing bonds to lend out

for projects To date, Delaware does not leverage their revolving loan fufidgenty-seven

states leverage theiCW SRF funds. Within EPA Region 3 Virginia and Maryland leverage their

13 Remark by Dave Baker, Sussex County Administrator, at the Inland Bays Septic Financing Forum,
October 25, 2007.
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CWSRF fund4 Any interest earned on leveraged funds must be used by the state to lend or
grant for additional projects. The interest earned could be applied tovearange of activities
where there is demand, for exampkelow interest loan program down to 0% for septic
systems or wastewater treatment projects, as long as the fund is managed in perpetuity.

Level of opportunity

Interest generatedrom leveraged furglcould be used to support a leinterest loan program
for septicsystemsat virtually zero cost to state, county or citizens. Thisise of thegreatest
opportunities to generae additional capital witthe least associated costs. Funds available at
1%for a term ofup to 20 yearscould be increased 2.26 2.75 time#5. If longer lending terms
of up to 30years are appliedurther low-interest funding for projects could be available.

Only revolving funds can be leveraged. In th&y ERF program alon&5.7 million is
revolving and collected annually by DNREC in the form of repayrifesplying the above
criteria, leveraging the annual repayments wantdlease funds available at 1% for 20 years to
$12.8 to $15.7 million (See Figure 1). The amountlalls would depend on the rates and
terms applied. More or less money could be made available using combinations ofraigher
and lowerrate loans or subsidies.

Potential political, legal, and administrative barriers and opportunities

Issues to considdanclude:
1. Legal capacity for the DNREC Financial Assistance Branch to borrow money;
2. Adequate demand for funds; and
3. Willingness to borrow.

If in fact the DNREC Financial Assistance Branch does not have the legal authority to
leverage funds, identifiben of alternative institutions including direct borrowing by the state
should be evaluated. The secotmhcernregarding demand would require careful review of the
intendeduse plan for wastewater projectdatedfor state financing. Leveraging is not
appropriate if there is no demand for additional funds. When evaluating demand, potential
changes in community preferences to terms and packages that may be made available under a
leveraged program should be considered. Changes in funding availabifigtamiial packages
may increase the appeal of state funding over other sources or affect movement on projects.
There may be ways to offer subsidiesagzart of packages, as long as the fund is managed in
perpetuity. This may translate to overall higheterest rates on some projects, and lower
interest rates or subsidies on others. EPA requires that CWSRF fareisffered at below
market rates.

Finallythe willingness to borrow is expected to be an educational procBsgision
makers would need to wferstand benefits of leveraging and any associated, cugiis as
associated financial and legal consultees to set up the process.

Currently the Delaware Clean Water Advisory Council has formed a subcommittee to
look into the possibility of levexginghe revolving loan fundsRkesults of the evaluation and
consideration of how funds might be applied to address septjairementsin the Inland Bays in
the form of loans less than 3% or grants fodividuals should be explored. Algveraging
programmust meet EPA approval and comply with Clean Water Act regulati@ygportunities
should be explored in close coordination with EPA.

4 Personal communication with Magdalene Cunningham, EPA Region 3 SRF Coordinator, November
2007.

15 Calculation by Michael Curley, Interimtal Center for Environmental Finance, at Folop meeting,
November 19, 2007.

16 personal communication, Kathy Buntidgwarth, DNREC Water Resources Division, December 2007.
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CWSREF, Septic Rehabilitation Loan Program (SRLP)

Description

Under this program, up to $25,000 is available to homeowrtierseptic repair, replacement,
hookup to central sewer and abandonmehtansare availablat 3% or 6% fixed rates
depending on income levels fterms up to 20 yearsSpecial programs are also available for
rental properties, investment propertieandmobile home parks. This program is revolving
with annual federal allocations.

Type of opportunity

With some programmaticadjustmentthe SRLmPas the opportunity for increased funding to
accommodatehe needs of Inland Bays septic system owners. tfitiath to opportunities for
increased program fundinglterations to the program worthy of consideration include reduced
loan ratesdeferred loans to time of property transfeand making allowance fomaintenance
activities such as inspection and puoyis as eligible projects.

Level of opportunity

In FY 2007this program contained $400,000 from the $1.5 million dollars available for
nonpointsource programs. Funding is generally unatdized, In the pastio more than30
applicantdhave approachethe Financial Assistance Branch annually. This has been due, in part,
to limitations in staffing to conduct outreach on the program. A centralized clearinghouse that
distributes information on all available funding and assistance programs could pmgtideed
outreach to potential borrowers and grantees. In addition, implementation of the proposed
septic system regulations is expected to increase demand on the programndipoint-

source program funds could be increased and allocated for use und&SRh® if therevas

adequate demand.

Potential political, legal, and administrative barriers and opportunities

Additional staffing would likely be needed to support program expansion. Administrative needs

would need to be assessed periodically. By adht@nng the program through DNREC,

Delaware maintains the lowest possible interest rate for applicants. Other states, such as

Maryland and Ohio, have linked deposit programs and administer funds via local banks. In these

situations, banks often take om®int to cover the processing of the loan. If staffing issues

become a significant concern, review of linked deposit models in other states and coordination

with private banks and credit unions as highlight

Instituo nal Opportunitiesoé-effeeticeti on may be more cost
Significant changes to the program, such as reduced interest rates féondmme

system owners and inclusion of maintenance activities under the program would need to meet

EPA approval. Zerintered loans are applied in other states. For approval, EPA needs

assurance that the fund is protected in perpetuity, meaning that the revolving nature of the fund

continues and funds are protected from inflationary presstires

USDA Rural Development, 504 Home Repair Loan and Grant Program

Description

This program assists eligible, very foweome homeowners (household income 50% or less of
the state median household income) make necessary repairs to remove health and safety
hazards from the property. Witliegard to septicsystems the program may cover repair,

7 personal communication, Magdalene Cunningham, EPA Region 3 Coordinator, i¢o\280a7.
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replacement, connection to central sewer, as well as operations and maintenance costs such as
pumpout and inspections. Grantsf up to $7,500 are available for very low income seniors (62
years or dder) unable to pay for a loan. Loans up to $20,000, at 1% interesefars of up to

20 yearsare availabléor eligible low income applicants.

Type of opportunity

The greatest opportunity under this program is the lomterest loan programwhich is tyically
underutilizeds. In addition, this program is one of the few that is able to provide assistance with
operations and maintenanc®sts including inspections and puoyas.

Level of opportunity

This federal program typically alloca®&300,000for loars (available at 1% interegp)us an
additional$100,000 in grant dollars for all of Delaware per yeahe banfund israrely fully

utilized The main reason the funds are underutilized is due to credit issues among seniors as
well as lack of awaresss of the program among other very low income homeowners.

Potential political, legal, and administrative barriers and opportunities

Loan funds though this program offer ample opportunity for qualifying homeowners to address
septicproblems and maintemae Full usage of funds is a winn situation for all parties

involved. This opportunity could be better capitalized oritivthe development of a central
clearinghouse to connect homeowners with relevant funding programs.

Community Development Block Grant (CDBG)

Description
The CDBG, a federally funded program through the U.S. Housing and Urban Development
Agency (HUD) offers deferred loans at 0% interest for {oweome residents to address housing
code violations. Related to septigstems the program can be used for repairs, replacement or
connection to central sewer. The program offerings vary based on project type and ownership.
A maximum of $2,500 is available per household for sewer or water hookups. The maximum
amount of funding for housinghabilitations is $12,500 for manufactured homes on rental lots;
$18,000 for manufactured homes where the homeowner owns the lot it is situated on; and
$25,000 for ownefoccupied lots.

The federal funds are allocated to local entitisshe Delaware gte Housing
Authority (DSHA) In the Inland Bay#/atershed,the fund is administered by Sussex County.

Type of opportunity

The CDBG is an existing federally funded program that has potential to provide a small level of
financal support for septic repirs and replacements on an ongoing basis. In addition, coupled
with targeted planning effort¢he funds may be best used to support connection of existing
septic systems in priority areas within the Inland Baysentral sewer systems

Level of opportunity

Approximately$800,000 in grantunds were available for use in Sussex County in FY 2007
under this program. As with most federal programs, the CDBG funding has declined in recent
years. The program is in high demand in Sussex County and currestlywaiting list of more

18 Remark by Janet Brittingham, USDA Rural Development at Technical Assistance and Funder Meeting
held on May 18, 2007.
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than 800 applicants. Any new applicants have an estimated-geaewait to receive grant
funds. In a given year, approximately 100 projects are completed.

Because of the high demand for the program funds, use of funds fac sepair or
replacement is limited. However, with further coordination with the Delaware State Housing
Authority (DSHA) and SusseRounty, a small portion of the CDBG program funding could be
allocated to address septic repair or replacement needs rdl&aehe proposed regulations.

Use of available funds for connection of existing systems to central sewer in targeted areas may
offer greater opportunities.

Potential political, legal, and administrative barriers and opportunities

To date very few septi repairs/replacements have been completed using the CDBG. For
example, in the last three years only six septic system replacements were completed using the
CDBG, versus funding of 12 new private wells and 122 water and wastewater connections to
central fcilitieg®. The preference for DSHA is to continue to usiee bulk of the funds for
connection to central water and wastewater facilittesClear and prioritized neesimust be
demonstrated for special designation of funds for septic repair or replacenidris. desire,
combined with current fund status, makestaong case for targeting funds to connection of
septic systems to central systems in priority areas within the Inland Bays

Delaware State Bond Bill

Description
The bill authorizing longterm caital improvement programs in the state of Delaware is known
as the Bond Bill, so named because it authorizes the sale of general obligation and revenue bonds.
A large portion of capital expense is funded from special funds and current revenues.
Itisinit i ally the Governorés proposal and is thert
which follows a procedure that includes public hearings where department and agency officials
explain their financial needs. The public may also attend and com#sfat.the public
hearings, the Committee begins fAmark upod sessior
presented to the full General Assembly for adoption.

Type of opportunity

A range of possibilities are available through the siBated Bill. Funding though theBond Bill

is often the first potentiaktatelevel financingourceconsideredfor addresggcapital

improvement needssuch as those related to the proposed septic regulations in the Inland Bays
Watershed.

Level of opportunity
Significant altmations are possibleéHistorically,the Bond Bill Committee has supported
expenditures up to $10 millioto address failing septic systeths

Potential political, legal, and administrative barriers and opportunities
Little to no political support is antipated at this time for state financing of septic maintenance,
repair and replacement under the Bond BillFinancing of septic management or replacement

19 Remarks by Bill Lecates, Sussex County at meeting with County on March 2007.

20 personal communication with Andy Lorenz, Detae State Housing Authority, September 2007.

2L Remarks by Jennifer CahaDelaware Office of the Controller General at the Inland Bays Watershed
Septic Financing Forum, October 25, 2007.
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needs in the Inland Bays would be received as a new initiative. The current state budget crunch
and canmpetition for funds for existing initiatives in education, transportation, and other areas
deem support of funds for use in a septic grant or {owterest loan prograrathrough theBond

Bill as unlikely. However, a targeted financing request to suppartprehensive wastewater
planning efforts such as a study that evaluates cost of central and decentralized wastewater
management and nutrient reduction goals in the Inland Bays may be better received.-upllow
requests for targeted projects identified ihea study may also be better received in the future.

Private Funding and Institutional Opportunities
Community Reinvestment Act (CRA) and Private Banks

Description
The Community Reinvestment Act (CRA), enacted by Congress in2¢dgintended to
encourage depository institutions to help meet the credit needs of the communities in which
they operate, including lo@nd moderateincome neighborhood4 The CRA requires that each
insured depository institution's record in helping meet the credit needs ddiitre community
be evaluated periodically. That record is taken into account in considering an institution's
application for deposit facilities, including mergers and acquisitions. As such, there are existing
incentives to support financing efforts faw-income communities. Contributions may be
delivered in the form of grant support for local projects, as well as products and services.

The following commercial banks operate in Sussex County: Discover Bank, PNC Bank,
Citizens Bank, M&T Bank, and Wacla¥ Although Bank of America has no current presence
in Sussex Countythey may also have interest in participating and should be considered in any
effort to coordinate with private banks.

Type of opportunity
Commercial banks offer potential assistamt¢he form of direct funding as well as institutional
capacity in the form of lovzost loan products and loan administration services. They can also
absorb risks related to lending.

Specifically, if DNREC who currently manages and administers the Beptibilitation
Loan Prograntould notadequately administer the septic loan prograbank could do so.
This is done in linked deposit programs under tB&/SRFprogram in a number of other states
including Ohio and Maryland. In linked deposit lendimgstiate agrees to accept a reduced rate
of return on investment (e.g., a certificate of deposit) and the lending institution agrees to
provide a loan to a borrower at a similarly reduced interest rate. For example, if the typical
earnings rate for a ceificate of deposit (CD) is five percent, a state might agree to purchase a
CD that earns two percent interest, and in exchange, the lending institution agrees to provide a
loan to a borrower at an interest rate that is three percentage points lower thaarttark rate
for the borrower.

22 Remarks by Jennifer CamaDelaware Office of the Controller Genat at the Inland Bays Watershed
Septic Financing Forum, October 25, 2007.

%12 U.S.C. 2901

24 Federal Financial Institutions Examination Council's (FFIEC) Web Site, Community Reinvestment Act
(CRA), CRA implemented by Regulations 12 CFR parts 25, 228a8d4%63e,
http://www.ffiec.gov/cra/default.htm

% personal communication with Gary Smith, Delaware Economic Development Office, July 2007.
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Level of opportunity
The opportunityfor low to mediumlevel fundingas well as institutional resourcasay be
available. Application of a linked deposit type program may be less desirable in Delaware, due to
current adminstration of the septic loan program directly by DNREC. Administration of the
loans to individuals by the state keeps processing fees to borrowers low comparative to loans
administered by private banksor example,i CW SRF linked deposit programs in ottsates,
bankstypically takeone point for administration at cost to the system owrtérHowever, if
demand for the program grows to a level that creates administrative and staffing challenges for
DNREC, linked deposit type program may be of great benefit

Depending on available funding, administration costs could be paid by the state directly.
For examplein Massachusetts, qualifying borrowers are able to secure loans for septic repairs
at 0% through private banks in a program managed by the state lyoauginority. Banks are
paid a flat processing fee of $500 by the state housing authority for these transactions. The
administrative costs are covered by13 million state revolving fund established to support the
program. In cases of special need grogram may also offer deferred loans to be paid at
property transferfor very-low incomeresidentswho cannot afford even a 0% lagin

Potential political, legal, and administrative barriers and opportunities

A follow-up meeting with contacts of key oamercial banks and credit unions is a next step in
developing awareness of financing needs for septic system oamersirther identifying wt
locallending institutions may be willing to contribute under their CRA obligations and beyond.

% Remark by Michael Curley, International Institute foraffice Followup meeting held oMNovember 19,
2007.
27 Personal communication with Deanna Ramston, Mass Housing, November 2007.

www.efc.umd.edu | January 2008Environmental Finance Center | University of Maryland32



Community Financing for Septic System Management in the Inland Bays Watershed | Final Report

Massachusetts Septic System Inspection Requirements
and Financial Assistance Programs

Regulation of Septic Systems in Massachusetts and Inspection Requirements

Regulation of onsite systems in the stafeMassachusetts is outlined in 310 Code
of Massachusetts Regulations (CMR) 15.
primary regulatory authority over septic systems in the state. HoweverMassachusetts
Department of Environmental ProtectigiibEP) is involved in certain approvals, including
many innovative/alternative technology approvals, shared systems, large systems and
variance requests. In addition, DEP is responsible for overseeing local implementation
Title 5 and provides locgjovernments with training and technical assistance.

In 1995, the state of Massachusetts adopted inspection requirements for small
private septic systems to address improperly functioning septic systems and cesspool
known to be a major cause of pollution drinking water supplies, coastal waters, rivers
and lakes throughout the stattnspections are required prior to property transfer (e.qg.,
before properties using small private septic systems are sold, divided or combined), a
as before propertiesr@ expanded or undergo a change in use. There are exceptions to
general requirements described. For example, no inspection is required when property
transferred between specified family relations. Nor, are inspections required when the
owner has gjned an agreement with the Board of Health to upgrade the system, conne
a sanitary sewer, or connect to a shared system within two years.

The inspection must be completed by a qualified inspector using the DEP apprg
inspection form. The inspectidiorm is sent to the local Board of Health for small system
(and both to the local Board of Health and DEP for large or shared systeimspections
are valid up to two years prior to the time of transfer.

Regardless if the property is sold, a systent fads an inspection must be repaireq
replaced, or upgraded within two years unless an alternative schedule is authorized by
local Board of Health or DEP. Wherever feasible, a failed system must be upgraded to
compliance with Title 5. If this isot possible, in many instances the local Board of Healt
authorized to approve a Local Upgrade Approval that brings the system as close to full
compliance as possible in accordance with certain minimum criteria.

Financial Assistance Programs

In respnse to the high costs of repairing or replacing systems failing inspection
state of Massachusetts developed three financial assistance programs to support those
need:

Septic System Repair Loan Program for income eligible applicants at rate$086
Community lending program overseen by DEP and managed by the Massachu
Water Pollution Abatement Trust

Personal income tax credit program for septic repair or sewer connection
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Septic System Repair Loan Program

In 1996 the state allocated $13ilion to begin a revolving loan fund to support
low- and moderateéncome homeowners with septic system repairs, replacements, or
connection to central sewer for those systems not passing Title 5 inspections. The prog
is a joint effort between the Masslausetts DEP, the Massachusetts Department of Reve
(DOR) and MassHousing. Through the program, loans from $1,000 to $25,000 are av:
for terms of three to twenty years at interest rates ranging from 0% to 5% depending o
household income.

Loansare originated by approved banks, credit unions and lenders throughout t
state and then purchased by MassHousing using the state appropriated funds. Lenders
standard underwriting procedures and place funds in escrow to be disbursed to
contractors. Pdicipating lenders receive a $500 from MassHousing for each loan that is
processed. 0% deferred loans are applied in cases of extreme hardship, with liens pla
properties until sale or refinancing.

The benefits of establishing the program in thisnmex include low administrative
costs and very low delinquency rates attributed in part to repairs being made near the {
of property transfer. The revolving nature of the program also contributes to its stability
and sustainability. To date, nearly 86w-interest loans amounting to more than $27
million to support low and moderatencome households collectively have been made o
the course of the program.

Community Septic Management Lending Program

Thel1996 Open Space Bond Bill authorized $30ionilto the DEP to assist
homeowners with compliance with Title 5 septic inspection regulations. The DEP use
funds to establish a program that helps communities set up their own local lending prog
The program is managed jointly by the DEP dme Massachusetts Water Pollution
Abatement Trust (or the Trust). The fund was set up to enable communities to meet
requirements for the use of Clean Water State Revolving Loan Funds, however this
provision has not yet been needed or utilized.

Under the program, communities can borrow up to $200,000 at 0% interest ove
twenty years to establish a local lending program. Funds may be used tdirudfesial
assistance to homeowners within the community to repair or replace their system, or
connect to cental wastewater facilitiesCommunities can offer loans to residents at up to
5% interest and have the option to attach a betterment to property to collect payments
part of property tax bills. Communities also have the option to set aside up to 2.5%eof t
loan funds to obtain consulting services to administer the program. A $20,000 planning
grant is available for communities entering the program for the first time to provide
additional assist with program development.

Some towns have borrowed millionand there is currently an effort by Barnestab
County to support a regional lending program. However, the complexities of getting int
the lending businessdebt obligations, bond council, registry of deédare obstacles to
accessing these funds fdret many smaller towns located throughout the state.
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Personal income tax credit for septic system repair or sewer connection

A third financial assistance program, a tax credit program, took effect in 1997. The pro
offers a tax credit of up to $6,000r 40% of expenses (whichever is less) to defray the c«
of septic repairs, replacements, or connections to central sewer for systems that fail Tit
inspections. Tax credits can only be received for primary residences. The credit canng
exceed $1,500n any year and may be spread out o¥eur years, beginning the year wher
work required to repair or replace the system is completed.

Implications for the Inland Bays Watershed

The diverse array of financial assistance programs developed in the Gtate o
Massachusetts to support homeowners with septic inspection related expenses showc
the demand for a variety of programs to support a range of needs, similar to what can |
anticipated in the Inland Bays Watershed. In the case of Massachusettsiermupialied
the base funding source for all three of the financing programs. Continued education &
alliance with state elected officials would be needed to securerbior state funded
initiatives.

Once funding is secured, most instructive for apgdiimn in Delaware is the design
of the low interest loan program via private banks as weBetsupfor any tax credit
program that may be considered.

First State Resource Conservation & Development (RC&D) Emergency
Home Repair Project

Description

The RC&D Emergendglome Repair Project was established to assist very low income (HUD
low income eligibility a50% of less of median incojngomeowners with emergency home
repairs providing materials, contractors and volunteers &ssist ireliminaingunsafe conditios

in the home.The programmay cover small repaiit® septic systemsnspection and pumput,
and general plumbing related expenses. Sepsiemsmay be addressed for clients that have
an existing qualifying emergency repair condition in home.

Type of opportunity

RC&Dds assistance approach serves as an alternat
programs, where efficiencies are gained by repairs coordinated through a central organization.

Currently servicing the area, the program is not only a motet could potentially be expanded

with a special projectocus on gptic repair and rehalitation.

Level of opportunity

Annually, $250,00% available for homeowners in Sussex and Kent Counties meet HUD
income requirements. The prograimmcompletelygrant and foundatiofunded. RC&D is willing
to designate $20,000 in resources to support septic issues for existing clie@isrrent level of
opportunity for direct funding support is low.

28 Personal communication with Christine Stilson, RC&D Emergency Home Repair Project
Coordinator, September 2007.
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Potential political, legal, and administrative barriers and opportunities

Support to usethe existing program to addregsew septic system requiremenigth current
resources is low. However, RC&D may prove a valuable partner or leader in delivery of a
larger program or effort that applies their hards services mihod of assistance There could

be significant costavings in coordination of multiple home septic repairs or replacements
through a single entityThemodel offers a wapf aggregating demand for those in need, in
combination with or even without formadevelopment of a septic management district or entity.

Developer Contributions

Description

Sussex County hasxperienceda period ofcontinuedhigh growth in recent yearsin fact, fom
2000 to 2006 thecounty experienced 15%growth in population?® This does not consider
seasonal residents, which are estimatedmiadditionab2,000 in summer months. The total
expected growth in the current decade from 2000 to 2010 is 24Pke comparatively low cost
of living, low tax rates and surrounding negliresources are a draw for retirees from other
states and locaksidentsalike. In particular, the area within the Inland Beatershedhas
experienced significant development, atthough the pace of development has slowed it
expected to conting20.

There have been several examples in recent years of developers contributing funds to
support extension of existing wastewater service or development of new wastewater treatment
facilities to serve new and existing residents as part of development padgo These include
Johnson @rner SanitarySewerDistrict, where developers contributed $1.2 million to offset
the costsassociated witltonnecting B00 existing users to expanded sewer seryaewell as
a projectin the city of Millville where devefers contributed $13 million fothe development
of a new wastewater facility that provides service t800 homes currently using onsite septic
systemsmany of which are located along or near White Creek, a tributary of the Indian River
Bay and a sensit area in the Inland Bays Watersté®ther noteworthy examples include
connection of areasvith low income residentssuch as Pinetvn, to central sewer. Herethe
developer will build a pump station for an adjacent development thaendlbleconnecton of
more than 30properties in Pinetown tdhe West Rehoboth 8wer District managed by the
County2. Consideration of developer contributiorend collaboratiorshould not be
overlooked they can offer both capitahs well as direct construction servicés provide
central wastewater service to sensitive areas with septstems

Type of opportunity
Developers offer financiaupport & well as construction services for central wastewater sewer
connection for communities with septic systems.

29 Sussex County Compghensive Plan Update, Draft 2007.

%0 Remark by Dave Baker, Sussex County Administrator, Septic Financing Forum-&olMeeting,

Annapolis, Maryland, November 29, 2007.

%1J o h n s o n GSanitaRySewearRistrict, presentation by Michael 1zzo, Sussex Couattthe Inland

Bays Watershed Septic Financing Forum October 25, 2007. City of Millville wastewater project, USDA
Rur al Devel opment News Rel ea d8DA fuBdds will elp tomplete, DE,
sewer system in Millvilleo.

32 Information sharen community tour with First State Community Action Agency, June 30, 2007.
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Level of opportunity

The level of opportunity is significant. For example in Millville, developers contributed $13
million for development of a new wastewater facility that involved hookup of existing sewer
systemsandthe Johnson CorneSanitarySewerDistrict project involved contributions of $1.2
million.

Potential political, legal, and administrative barriers and opportunities

Although there has been a recent decline in development in the, aseaoted by Sussex

County staff, Sussex County on a regional leeenains a desirable area for development due to
low taxes and affordability. Opportunities for contributions from the development community
should not be overlooked.

Potential barriers in general with regard to expansion or development of new central
wastewater facilities include bury from community on benefits of a central system. Bringing
central water or wastewater facilities to existing communities is often fraught with community
concerns regarding loss of community control and charac@edunwanted growth,as well as
the costs of connection and service. For exampgemptsto conned Jimtown to central
wastewater facility as part of new development has been ongoing for the pastwjtar
ageement on wastewater service to the community ¢imuallystalled due to community
concernsregardingcost, growth, and management of the systems by a private Lni#itgus a
public one.

Investment and Operation of Septic Management Districts by Private
Utilities®

Description

Private utilities maksignificant investments in the construction of wastewater facilities serving
new developments. Typically the level of investment is negotiated between the private utility
and developer and then reviewed and approved by the Public Service CommissionTR&SC)
developer contributes to the cost of infrastcture directly and througlpaymentto the private
utility of impact feeswhich are transferred at closing of title for each property in the
development. The utility covers any remaining capital costdsaalle to recoup these costs

plus interest thraugh customer fees. The PSC has jurisdiction over all fees charged by the
private utility to the customer and may approve or disapprove charges following a public
comment period and a formal PSC hearing. P&C also regulates other fees and services
which include: how delinquent accounts are handled, when and how surcharges can be imposed
and what interest can be charged by the utility on past due accounts. In total, these PSC
approved rates and chargesfotmhe ut i |l i tydés oTari ff .o

Type of opportunity

Private utilities have the ability to offer a range of services related to the development and
operation of septic management districts. (See
Application of a Septidtility Fee6 page40, for more informationon septic management

districts.) Developments that are prime candidates for septic management districts would be

those existing communities in environmentally sensitive areas with low customer counts,

generalljjower than 100 homes. In these areas the customer could retain ownership and the

33 This section was added to the report based on input from Jerry Esposito of Tidewater
Utilities at a January 11, 2008 meeting where the final white paper report was presenté€by E
Base information for this section was provided by Tidewater Utilities later in January 2008.
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responsibility for the cost of the septic tank and individual drain field. Alternatively a private
utility could invest in a common drain field or other disposal method pravide any required
treatment through a community treatment plant.

Level of opportunity
The level of opportunity can be significarior new construction, utility investment and
developerpaid impact fee amounts are generally based on: the numhbmrstémers in the
District; the cost of land required for a common drain field or other disposal method; the type
and cost of the sewer system used to transport the septic tank effluent to the common drain
field; and the cost of the treatment plant.
If low technology infrastructure is permitted to be utilized, the utility investment could
cover the majority of all of the investment needed to build necessary improvements. As the
complexity of the technology increases and/or the cost of land increases,esotde overall
project cost and therefore, financial contributions from the developer.
For existing small communities who are candidates for private septic management
districts, the amount of the utility investment could be based on the worth of thetiexjseptic
systems, according to a formula provided by the PSC and whether or not the individual systems
are abandoned. If the existing drain fields and/or septic tanks are to be abandoned, the cost of
the new tanks, the cost of land required for a commdisposal field, the type and cost of
pumping or gravity sewer system used to transport the septic tank effluent to the common
disposal field, and the cost of the treatment plant become part of the investment equation.
Al ternativelyeristhitplberod iasnnyno ndowrstructur e,
operate as a PS€gulated utility, an areaide contract for operation, maintenance, inspection
and related services could be offered to the cor
othertypeof | oc al management district/association.
being adequate to satisfy regulatory requirements would have to be determined. Under this
non-PSC regulated model, the contract operator is not operating as a utility aerefibre
cannot invest any capital to the system.

Potential political, legal, and administrative barriers and opportunities

There are several open questions that would need to be addressed by the PSC and other

governing bodies with respect to private owrship of septic system management distridts.

areas of new construction, the wutility can own t
In existing communities with failing or potentially failing septic systieems is a question as to

whether the utility can obtain ownership of the septic system, or whether it will remain with the

homeowner. Other questions include:

e Will annual pumping of each segpprovedTariink be mad
and be included as partoftheluti t y6s annual ffee?

¢ Does the homeowner or the utility own the individual drain fields or in the case of new
construction should the septic tank effluent be pumped to a wastewater treatment plant and
common drain field owned and operated by the utility?

e Wil required repairs to the septic tanks become the responsibility of the utility?
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Opportunities for Public/Private Partnerships

To correct existing failing septic system communities, the difference between the investment
made by the utility and theost of the entire remediation must be derived from one or more

other sources (e.g., State or County government, funds earmarked for Inland Bay cleanup,
HOAS). Private utilities are usually prevented from obtaining grant money from government
sources forthese purposes. HOAs may or may not qualify. Generally grants come with
covenants that do not allow the sale of infrastructure unless the Grant is paid back. Low interest
loans given to communities also prohibit the sale of infrastructure until theikpaid off.

Given the intrinsic restraints placed on government grant and loans and the need for
additional money from beyond private investment, existing systems become excellent candidates
for Public / Private Partnerships. In this vehicle, needea@terimvestment is obtained upfront
and returned over the course of a long term contract with a state, county or local government.
These partnerships provide for continued capital investment by the private entity through a
series of preauthorized rate incases. This aittity is not regulated by the® as the private
utility does not own the franchise area. The tariff rates and charges are contractually bound
between the private utility and the government entity involved.
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Revenue Opportunities

Based on the evaluation of existing programs in the previous section, it is clear that
although institutional capacity is significaxisting local, state, and federal funding resources are
simply not sufficient to medhe needs of affected low income septic system owners.
Addressing the financing gap would require new revenue stréaiims most valuable would be
large consistentrevenue sources

This would require leveraging new taxes and fdé®re are significarlegal and
administrative differences associated with taxes and fees. For example, fees assessed by an
enterprise program such as a drinking water, wastewater, or stormwater utility can only be
applied to programs associated with that enterprise. Taxethemother hand, are not usually
restricted inthiswayAnot her i mportant difference s that t
out 6 of a fee. For exampl e, fees would not be ¢
discontinue water or sewer servideom central facilities. This is not the case with a tax. For
instance, this is what makes the Maryland Flush fee not really a fee, butran@any respects,
the distinction between fees, taxes, and payments is not critical, except in the polititekton
In cases where there are potential legal or administrative issues, however, it is important to
make the distinction between the various types of revenue classifications.

There will always be at least some political opposition to increasing extstieg and
fees or creatig new ones. Howeverto meet the needs of the community and overarching
resource protection goals someone must pay. The alternative is to not protect the resource.
Questions on who should pay and how much will require input fralirstakeholders and will
ultimately be the decision of local and state elected officials. Is the Inland Bays Watershed
worthwhile asset to begin protecting now? What is the cost if we wait? What is the most
efficient path to moving forward? These dhe questions that would need to be answered as
steps are taken to address the financing needs odieeomehouseholdsand protect a valuable
natural asset of the state. Three primary approaches discussed at the Inland Bays Septic
Financing Forum and ateetings through the course of the EFC project are further evaluated in
this section.

t
C

Responsible Management Entity Concept
and Application of a Septic Utility Fee

Description

An array of management modelsaigailable for application in the Inland Beyatershed. The

U.S. Environmental Protection Agency voluntary guidelines for onsite management, developed to
assist communities around the country with improving septic system management, has outlined
five distinct management models worthy of consideratior application to the Inland Bays
Watershed4. Of the models set forth, development of a Responsible Management Entity (RME)
to conduct operation and maintenance activities at a service charge has the greatest potential

for application to managementsfe pt i ¢ systems in the I nland Bays
typically applied in environmentally sensitive areas where large numbers of onsite systems or
cluster systems may affect sensitive water bodies. RMEs can take the form of private or public
utility, private company, or any one of a number of governmental or nongovernmental

34 Voluntary National Guidelines for Management of Onsite and Clustered (Decentralized) Wastewater
Treatment Systen@ffice of Water, Office of Research ancelzelopment, U.S. Environmental

Protection AgencyEPA 832B-03-001, Published 2003. Available at
http://www.epa.gov/owm/septic/pubs/septic_guidelines.pdf
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organizations. Benefits of creating an RME to assist with operation and management of septic
systems include loAgrm maintenance, single permitting for a group of systems, and
opportunities to control regional planning, depending on the RME setup. There are wide
number of variations on establishment of an RME and menu of options that must be considered
including:

e Form of RME Public or private utility, private company, governinen
nongovernmental organization, special district or other.

e System ownershipOwnership of septic system retained by property owner versus
ownership by the RME.

e Participatim: Voluntary versus mandatory participation for septic system owners must
be corsidered. Use of maintenance contracts could be a mechanism to clarify.

e Services providedA range of services could be provided to septic system owners.
Categories of service that may be considered include basic inspection andgquimp
coverage of repaand replacement costs, ongoing operation and maintenance service
contracts required of advanced systems, coordination of assistance for low antbwery
income families, regional wastewater planning, water quality monitoring.

e Aut hor i t:yEstabishmBnsdadexpansion of service boundary, fee establishment
and collection, easement/right of entry approval from septic system owners.

Private versus public entity

There are a number of benefits for developing a public management entity for septimsyste

public entity, such as one managed by the County, has the advantage to integrate long term
wastewater planning goals with system management and replacement approaches. For example,
the County has the most current information on wastewater extensio development plans

that may influence potential for existing septic systems properties to connect to central
wastewater facilities and can address system management with this alternative where
appropriate. In addition, a public entity, such as the @guhas opportunity to leverage low

interest loans and grants available from various state and federal programs including the SRF and
USDA Rural Development. Also important is the existing level of trust residents have with

public versus private entitiedParticularly, Sussex County already implements various assistance
programs to support low income homeowners with various infrastructure issies.

opportunities related to private management entities see "Investment and Operation of Septic
Managemenbistricts by Private Utilities" on page?.

Type of opportunity

Implementation of an RME in some form offers the greatest opportunity to aggregate demand
and reduce overall operation, maintenance and replacement costs for individual system owners.
R M Elage a variety of options to promote cost reductions, including solicitation of competitive
contracts from private providers to offer services, and the general advantage of spreading costs
across a large set of system users.

Level of opportunity

The leel of opportunity is significant with the greatest potential lying with development of a
public or governmenbased RME in terms of long term planning and access to existing grant and
loan programs (as described above). The fee would depend olevietof service offered.

RME that own and manage wastewater treatment facilities charge anywhere from $30 to $80
per month for their services depending on capital costs, operation/maintenance expandes
regulatory burden.
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Potential political, legal, and administrative barriers and opportunities

A number of challenges must be overcome to begin development of a management entity.
Challenges include: implementation of legislation enabling development of appropriate
management entities with adequate authéfitgasement/right of entry approval from septic
system owners, rate structure oversight, and oversight of RME by a regulatory authority. There
would also be the added challenge of fmyrom existing septic system owners of the benefits

of participatingn a management entity and, if a voluntary service, likelihood of owners choosing
to opt out of participation which would decrease benefits of the expected aggregated demand.
In addition, a clear approach on how to address systems that may have oppedunitonnect

to extended or new sewer facilities must be outlined.

Responsible Management Entity (RME) Concept
Case Study Examples

Responsible management entities (RMigfer to organizations established to oversee an
manage individual septic systems for a user fee. RMEs can take many forms and offe
range of services depending on environmental protection goals and community needs.
structure, function, and authity of RMESs governed largely by state and local laws that
enable their existence. A number of RMEs operate around the country. Below are a fe
examples that offer ideas on the how an RME can be established and operate. Any R
approach would requir®@ngoing outreach, education, and communication with residents
both evaluate and determine the best alternatives for septic system owners of the Inla
Bays community.

Otter Tail Water Management District
Otter Tail, Minnesota

District formation

The Otter Tail Management District was formed in 1984 to assure proper onsite
treatment of wastewater in a 55 squamile area experiencing decreasing lake water qug
and population growth. The Districformed under Minnesota statute allowing the
formation of sanitay districts (M.S. 116A, 19719overs an area witkix lakes four
townships and portions of the City of Otter Taénd has the authority to levy taxes and
write and enforce ordinanceslt provides inspection, maintenance and monitoring sesvic
for both individual and cluster systems. The District also plans for the entire area and
installed cluster systems whenecessary To date, theDistrict has installedixteencluster
systems in areas with small lake lots or poor soil conditiomciv can not support
individual onsite systems

% Formation of a septic magement district by the County may be enabled through passing of legislation
similar to Delaware Code, Title 9, Chapter 47, Subchapter I, Section 4720 to 4730 used to establish
garbage collection districts in Kent County.
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System types
Servingl,200 homes, cabins and businestabe time of its initial development,

the District has expanded t0,345 connections that include both individual septic syste
andthe sixteencluster systems. There are three primary types of users within the Distri
e 1,160 seasonal residents (75%)
e 390 permanent residents (25%)
e 48 resorts or businesses (3% of total, 75% of seasonal)

System services
Regardless of system typ@ose in the Digtict receive minimum services including:

e Regular system inspection (interval based on system type and use);
e Maintenance of system records; and
e I nformation/ education on user Obest

System owners of individual systems also haeectioice of being involved in an
active or passive maintenance program. The District maintains the system for those o
active program and pays for all repairs. In the passive program, the owner pays for
maintenance, repairs and replacement but it @tider the jurisdiction of the District.
Cluster systems are required to be on the active program.

If selected, new systems are fully covesgdhe active prograntevel Existing
systems may enroll in the active program on a sliding scale oezrgear period where
the district picks up 1@more of the repair costs each year. At the start of the program
the systenisinspected andhe tank cleaned. At the end of thien-year period the system

is covered 108, except in the case of owner abudbat cause degradation to the system

User fees and collections

The District operates solely on user fees and in 2004 had an annual operating
budget of $140,000. Although the district has several employees, many of the activitie
including tank pumpingjanning, design, construction, and repair are congdetith
individuals and businesses.

User fees are based dhe type ofsystem and maintenance program. Table 1
indicates the general rate structure effective 2002 for facilities on the active plaseT
rates include the administrative fee ($388 for dwellings or $36261 for businesses) and
fees for all repairs and replacement of systems. Facilities on the passive system pay d
administrative fee. User fees for resorts and businessesaicellated on an individual basig
due to the difference in size and components of each system.

TABLE 1: Annual user fees for facilities on the active plan, effective 2002

Type of Active Facility Annual Cost

Permanent residence with tank, pump and diield | $168

Permanent residence with tank and drainfield $120

Seasonal residence (based on 3 months average| 30% of permanent residence rate
Permanent cluster system $196

Seasonal cluster system $152

Resorts and businesses $164$2,178

www.efc.umd.edu | January 2008Environmental Finance Center | University of Maryland43



Community Financing for Septic System Management in the Inland Bays Watershed | Final Report

To assistwith collections, the District has the ability to issue compliance orders &
the capaity to assign costs (including penalties and interest) to property tax statements
Up to 10% of the owners default on making their payment and the property tax calfecti
mechanism of the District is used and necessary for financial viability.

Program Success

The program has been successful in protecting groundwater and surface water
sources as indicated by groundwater monitoring eff@asswell as thenonitoring of lale
water quality over the pastventy years. System failure rates have been less than 2% o
twenty-year period. Through theourse of theprogram seventeerof the over 1500
septic systems have been replaced. In addition, 120 oldepmject systens have been
upgraded or replaced.

Implications for the Inland Bays Watershed

The Otter Tail Water Management Di s
approach to offering lovcost inspection services faeptic ownerswith maintenance
serviceavailake on an optin basis for those desiring the benefits of this added service.
additional maintenance service assures proper management of systems and allows se
system owners to take advantage of aggregated service for their systdrag choosand
may be an alternative worthy of consideration in the Inland Bays Watershed.
The program also integrates inspections considering systemdgeasonal versus
permanent, residential versus businésshich also may be worthy of consideration in the
Inland Bays Watershed.

Albemarle Septic Management Entity
Albemarle Region, North Carolina

Management Entity Formation

The Albemarle region ilcatedin the northeastern corner of North Carolina. The
region has experienced explosive growth pressure fithim Virginia Beachnd Norfolk
regions Slowpermeability soil and shallow seasonal water tables have limited the
effectiveness of conventional onsite septic drainfields. The establishment of the Albe
Septic Management Entity (ASME) (based out loérdbrle Regional Health Services) to
inspect enhanced systems and maintain systems by contract was the rekelt of
coordinated effort of four health districts. The program operates as a joint manageme
agency authorized under Section 15324 of the Nath Carolina general statutes. ASME
has enforcement and compliance authority includivegpower to remediate systems and
place property liens.

Services and fees

The ASME has a customer base of 3,500 and oversees individual onsite and cl
systems iranelevencounty area. All innovative and alternative systems are required to
enter into inspection and maintenance agreement with the ASME. In addition, all repa
or replaced systems receiving graot low-interest loars are required to join the
management area.
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New systemowners are informed of the inspection and maintenanaeament
and owner requirementgrior to system construction. As part of the inspection and
maintenance agreement, ASME conducts inspections at least annually. Adlaegany
maintenance activities must be completed by the septic system owner. If owners fail td
make repairs, the ASME camake the needed repaiend bill the owner, and if needed
place a lien oithe property for failure to reimburse ASME.

Costs are gnerally $50 per inspection. ASME issues peronitaewly constructed
facilities at a cost of $150. Fees are collected through billing notices. The overall annu
budget of $290,000 is sustained through annual fees and county funds.

Special services fdow income septic system owners

ASME works with lowincome septic system owners to identify grant and{ow
interest loan funding to address repairs and replacements of failing systems within the
management area. A combination of Community DevelopmertkBrans (CDBG), the
state Clean Water Trust Fund, and other funding sources are applied. As radtedpaired
or replaced systems receiving grant or lomterest loans are required to join the
management areaASME handles grant and loan administratiad factorghe cost of
inspection into grant and loan products for a periodten years.

Implications for the Inland Bays Watershed

A management entity that operates through enforceable management contracts
viable alternativéor overseéng thelongterm maintenance of new and replacement
systems, as well as systems receiving financial assistance in the Inland Bays Watershg
However,incorporatingthe more than 16,000 existing systems in this type of program
be achallenge More likely, especial program for existing systems tiratludes service
options beyond inspections that pose cost saving advantsigels as pumping and repairs
reduced cost enabled by aggregated demarilineed to be considered.

Henderson Inlet Shellfish Protection District
Thurston County, WA

Protection Area Formation

Fecal coliform is polluting the Henderson Inlet and has affected commercial she
harvesting in the area for a number of years. Restrictions placed on shellfish harvesti
tofecalcof orm | evel s in the mid 19800s, and
bacterial DNA study of the area completed in January 2002. This study verified that h
waste is contributing pollution to the Henderson Inlet streams and marine waters. |
December 2003, a citizen advisory committee was convened to assist the county with
development of a septic operation and maintenance program to address the problem.
final advisory committee report submitted in September 2005 recommended the areatti
the Henderson Inlet Shellfish Protection District to assure proper operation and
maintenance of septic systems in the area of concern.

Development of the District was enabled under state legislation (Revised Code
Washington, Chapter 90.72 Shigltf Protection districts) which authorized counties with
shellfish tidelands to develop programs to address nonpoint pollution sources that affe(
resource. The District was created by the Thurston County Board of County
Commissioners in 2005, goingadreffect in 2007.
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How the ProgramOperates

Approximately 6,400 septic systems are located within the Henderson Watersh
Protection Area (HWPA), a special area designated within the District for implementati
of the septic management program. A pssty is included in the protection area if any
portion of its septic system falls within the HWPA boundaries.

The program requires renewable operation permits for all septic systems. Syste
have varying requirements based on their classification as $&vorihigh risk systems, and
most will have a thregear renewal cycle. However, more complex systems will have a
oneyear renewal. Operational permits require routine maintenance and inspections,
depending on the site conditions and type of system. pmoplems identified in the
inspection must be addressed before certificate renewal, and reports must be submitte
the county health department at the time of certificate renewal. Routine maintenance
be completed by countgertified pumpers, systeinstallers, and monitoring specialists, as
well as by statdicensed inspectors. In addition, owners of most standard systems may
become certified to complete selfspections by attending county sponsored trying.

High risk systems are those that posesgter risk to water quality and public healt
based on a combination of factors including: proximity to surface waters or drainages,
system size and complexity, soil type and age. High risk systems have the additional
requirement of dyetrace evaluationgvery other renewal cycle, which, for most systems,
would occur every six years. Dyteace evaluations may be performed by county health
department staff or training professional approved by the County Health Officer.

Program Fees and Financial Assisganc

Fees will be collected by the county through property tax statements. Fees are
per year for lowrisk systems, $87 for high risk systems, and $160 for community syste
For each subsequent year, charges will be automatically adjusted on Jahimgrihe
consumer price index for the previous year. The maximum increase will be 3.5%.
Collections will be used to support administration of the program.

Among those that are available for exemptions are senior and disabled
homeowners. Waiver requestsiust be submitted annually. In addition, a riser rebate
program will be offered, whereby residents installing risers over their septic tanks, mak
future evaluations easier and less costly, are eligible for a rebate of $50 from the local
conservation gtrict.

Basic financial assistance is also available to homeowners to assist with septic
maintenance through a special county grant program established with $130,000 from S
funding sources. Up to $500 is available to qualifying homeownesgfbic system
inspections, tank pumping, tank access riser installation, and minor system repairs. Td
qualify, homeowners must (1) have a total annual household income less than $40,00(
currently enrolled in the Senior/Disabled Property Tax Exeimpor Deferral Program, and
(2) hold the property as their primary residence. As a condition of the program,
homeowners must contribute 25%ioddd owa

digging).
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Implications for the Inland Bays Watershed
A program establishing a special district or protection area of this variety would
most likely necessitate the close coordination of the state and county. A review of bot

county and state regulations allowing development of special districts as theingerta
septic systems is also needed. Conversations with the HWPA program indicated the
for significant public outreach efforts to assist residents and local officials in developing
better understanding of the goals and needs of creating this tfjpeatection area.

General Septic Fee

Description

A general septic fee would generate significant sustainable and dedicated revenue to address
financing needs related to the proposed regulations. The Mahfush Tax offers the most
successful example of a statéde fee being collected to support nutrient loading reductions
from both central and onsite systeanUnder state legislation, a fee for wastewater system users
amounting to $30 per year ($2.50 peamonth) generates $65 million annually, and a septic fee of
$30 per yeargeneratess12.6 million per year from septic system owners. Collections from
wastewater users are applied toward installation of enhanced nutrient removal technologies in
66 wastewatetreatment facilities, while collections from septic system owners are applied
toward grant programs to support installation of nutrient reducing technologies of septic
systems in sensitiv@reas, asvell as planting of cover crops on agricultural lands.

Scope of application
There are a number of ways a fee could be imposed or collected for the Inland Bays Watershed.
An important consideration is the scope of application. A fee could be imposed to septic system
users watershedavide, Countywide or even Site wide. Justifications could be provided for
each.
¢ A watershedwide fee offers the most direct relationship between the revenue source
and the source of the problem. However, a watersheitle approach adds complexities
of administration of the fee, pscially if there is interest in broader application of a fee
in other areas in the state facing similar problems. For example, separate accounts
would need to be tracked for collections and expenditures related to various
watersheds. There are also dibantages in the economies of scale using a broader
County or State application that allow generation of greater revenue streams at a lower
feess,
e Given nutrient TMDLs in other watershadn Sussex Countyncluding the Nanticoke
and Broadkill Watershedspplication of a Countyvide fee is logical. Both watersheds
face similar nutrient loadingroblemsfrom septics that will require financing approaches
if they are to be adequately addressed.
o Justification of a statewide septic fee could be warranteeigihe economic and natural
resource value of the Inland Bays to the state of Delaware. The benefits of argtide
fee include application of funds to address septic management and other related issues
statewide in the future as needed.

% For example, the Broadkill Watshed in Sussex County has similar issues related to septics and has
only 8,328.

www.efc.umd.edu | January 2008Environmental Finance Center | University of Marylandd7



Community Financing for Septic System Management in the Inland Bays Watershed | Final Report

Type of opportunity

Implementation of a septic fee or tax at any level would relieve the financinggdpe c ause it &s
sustainable financing revenue source. Determinatidhebest use of the fundslepending on
scale and applicatipwould be important. Considerains for use of funds should include:
targetedassistance needs such as those of-loeomehouseholdsmpacted by the proposed
regulations in the Inland Baysgoing assistance for leimcome septic system owners with
operations and maintenance actedj repairs, system replacement and installation of nutrient
reducing technologyassistance with connections to central seywa&placement of failing or
substandard systems that posimgplic health concerns. Determination of the best form of
assistancevould also need to be determined, for example, assistance in the form of grants,
technical assistance and resources, tax credits, low interest.loans

Level of opportunity
The potential annual collections varjeiepending on the fee applied as well asshepe of
application (watershedide, Countywide or Statewide). A $10, $20, $30 and $40 annual
septic fee applied to septic system owners at the various scales are shown irdThblew.
The table includes all estimated existing septic systems. ntihiber would change as septic
systems are progressively connected to new and existing central wastewater facilities and new
systems are installed.

Revenue applications and goals should be kept in mind when determining and setting the
fee.The costs relate to administration of the fundshould also be considered

Table 4. Estimated Annual Revenues from a General Septic Fee Applied at
Watershed, County and State Scales

A aYa'

Area e $10 $20 $30 $40
Watershed 18,943 $189, 430 $378,860 $568,290 $757,720
County 49,869 $498,690 $997,380 | $1,496,070 $1,994,760
State 94,466 $944,660 $1,889,320 $2,833,980 $3,778,640

Potential political, legal, and administrative barriers and opportunities

A new tax or fee is politich} unpopular in any community, howeyaiithin the state of
Delaware a conservative tax policy that strives to maintain a low tax rate for Delawareans
permeates at all levels of government. Education on the fieeddditional fees or taxes in
some form would be imperative if the financing neddr the Inland Bays Watersheatre to be
realized.

Opportunities to assess a watersh&dde or Countylevel septic fee may be available
through passage of a County ordinance or implementation of a special tagirigtdiFurther
research on legal authority and most appropriate process to collect fees at these scales is
needed Regarding a statewide septic fee or téhere is aConstitutional requirement that any
increase in existing State taxes, or new State saxeadopted by a supenajority (3/5) vote in
the State Legislature. Legal restrictions on assessment of a tax versus of fee and viable
collection and application would need to be further evaluated and considered.
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Regardless of the scope of applicatithe ®llection of the septic fee or tax via
property taxes at the county level will be the most efficient. There is the administrative capacity
to both collect and administer funds within Sussex County for a waterstidé or County
level fee. There wuld likely be interest in coordination and oversight by DNREC to assure that
funds are administered to priority areas. If a statewide fee is assessed, collection again at the
County level via property taxes takes advantage of existing administrativeitgapgdoney
would need to be directed to the state for distributipwhich does add some inefficigna
terms of administration and processjrigpwever, allows for broader application of the funds.

As mentioned, tracking of fund collection and oversigfuse and program changes
would be important. A special stdmmmittee of the Clean Water Advisory Council may be the
best existing organization to oversee funds collected. Alternativedpegial Advisory
Committee,such as the Bay Restoration Fundwsory Committeé” developed to oversee the
Bay Restoration Fund established in Maryland through the Flustcdabd beresponsible for
evaluating the financing and effectiveness of facility upgrades and recommending changes to the
program could be creatk

Maryland Flush Tax

Background

The Chesapeake Bay has experienced a continued declined in water quality d
most part to excess nutrients such as nitrogen and phosphorous. Wastewater treatme
effluent has been found to be onethie major contributors to the presence of these
nutrients in the Bay. To address this, in May of 2004 Maryland Governor Bob Ehrlich
Senate Bill 326 The Bay Restoration Fund. This legislation created a dedicated fund, t
Chesapeake and Atlantitoastal Bays Restoration Fund, intended to charge wastewate
treat ment users to provide funding to
to put enhanced nutrient removal technology in place. The legislation also calls for cha
on septicsystem users. Funding generated from this source is to be used to upgrade s
systems to nutrient reducing technologies and support cover crop program.

Regulation of septic systems in Maryland

There are a estimated 420,000 individual septic systémeated inthe state of
Maryland. On-site sewage systems are currently regulated under Maryland Register Tit
Department of the Environment, Subtitle 04 Regulation of Water Supply, Sewage Disp
and Solid Waste, Chapters 2 and 3. State regulatiuribne permitting requirements of
new, replacement, expanded or changed individual systems as well as systems associ
with subdivisions. Guidance for each step of the permitting process including site
evaluation, design and construction, and congtoucinspection is provided for both
conventional and neoonventional orsite systems. The state regulatiothe notinclude
pumping or periodic inspection requirements of permitted systems. Current regulations
notspecify maximum nitrogen loading cemtrations or use of advanced technologies for
new systems.

%" The Chesapeake Bay Fund Advisory Committee that oversees Maryland Flush Tax funds includes
appointed representatives of the state House and Senate, state wastewatelefaddital businesses, local
health departments, conservation organizations, a state institution of higher learning, the Maryland
Association of Counties, and the Maryland Municipal League, as well as the Secretaries of the
Departments of Planning, the Eronment, Natural Resources, Agriculture, and Budget and Management.
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Regulations are implemented by a delegation agreement between MDE and log
jurisdictions. Each of the 24 local jurisdictions (23 counties and 1 independent city) mu
comply with the state egulations at a minimum, and have the ability to pose greater
requirements on septic systems within their jurisdictions.

How the Program Operates
Collections from Central Wastewater System Users

A monthly fee of $2.50 is charged on the individual sebitts to those served by a
wastewater treatment plant (commercial operations are charged on an equivalent dwel
unit scale based on usage) and generates some $60 million anviedly the legislation
was enacted, the plan was to securitize the $60iomlby pledging these funds to the
repayment of a bond issue, the proceeds of which were estimated at about $750 millio
These funds are to be used to furnish 100% grants to the 66 largest wastewater treat
plants to bring their discharges down to wha considered the limits of technology, or 3
mg/I total nitrogen and 0.3 mg/l total phosphorous

According to the Bay Restoration Fun
fund has collected more than $38 million from the fee charged and earnexkgtt Just
over $30 million of this has been expended on capital grant awards to treatment facilitie
and administrative fees.

Septic System Fees

Septic system users pay a $30 annual fee. Property owners with septic system
identified and billedypeach county via property tax, or through separate billing process
be determined by the countyAlthough collections were to begin on October 1, 2005,

most counties did not begin collections ur2D06. To date, $12 million has been collecte
howeve, annual collections from septic system users in the amount of $12.6 million are
expected. Sixty percent of the revenues from septic tank users (or $7.56 million annua
are designated to support installation of nutrient reducing technologies in afesgeeoial
concern. The remaining 40% of the revenues are designated to provide financial assi
to farmers to help plant cover crops to prevent nutrient runoff from agricultural land.

In early 2006, DNR initiated a request for proposals (RFP) frarallacounty and
state agencies to allocate Bay Restoration Funds for local septic grant programs. A to
$9 million was awarded in December 6, 2006 to 10 jurisdictions who submitted proposs
to upgrade approximately 700 systems. Based on grant anard estimated number of
systems upgrades, use of nitratducing technologies will cost an average of $12,860
including specified administration costs.

Jurisdictions are allowed to use up to 20% of the funds to develop and administ
their programs. Tk bulk of the funds must be distributed as grants to septic system
owners to cover the cost of adding Best Available Technology (BAT) to new or existing
septic systems. The grant will also cover the cost of aye@ operation and maintenance
agreementor the BAT. (There is no requirement of maintaining a service contract afte
the initial five years.) Priority is given to failing systems in Critical Areas, and jurisdictid
receiving funding have two years to implement the program. A video and bresthave
been produced explaining the program and benefits, but the program is still in the earl
stages of development and any assessment of the extent of the success of the progra
require more time.
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Costs of the technology are higher than iaity estimated. Bids ranging from
$8,000 to $20,000, inclusive of the fiyear maintenance contract, have been received.
Some of the highecost technologies have greater nutrient reduction capabilities. Overa
is hoped that costs will average $000.

Fund Management

A Bay Restoration Fund Advisory Committee is responsible for evaluating the
financing and effectiveness of facility upgrades and recommending changes to the pro
This 18 member board consists of Goverrappointed representatigeof the state House
and Senate, state wastewater facilities, local businesses, local health departments,
conservation organizations, a state institution of higher learning, the Maryland Associa
Counties, and the Maryland Municipal League, as siéieaSecretaries of the Department
of Planning, the Environment, Natural Resources, Agriculture, and Budget and Managge

Administrative Costs

Several state agencies receive a po
administrative costs. #h Comptr ol | er 6s Of fice recei
billing authority receives up to 5% fo
Department of the Environment receives up to 1.5% of wastewater treatment plant fung
and up to 8% bseptic systems funds to coverirouse facility implementation costs.

Implications for the Inland Bays Watershed

With regard to the Inland Bays Watershed, careful consideration of program go
the smaller pool of septic system users for collectionpeledent on scale (watersheside,
county-wide or statewide application), and income levels must be evaluated to determi
an appropriate fee level.

Successfully establishing a fee system of this nature requires close coordinatio
state legislatorsrad officials. Any attempt to implement a program such as this would
necessitate the careful cultivation of political relationships.

Septic Impact Fee

Description
Impact fees, are expenditures typically collected from new development to cover the costs of
improved orexpanded infrastructure needed to support growth. Impact fees are generally used
to finance roads, schools, water and sewer treatment facilities, affordable housing and other
projects and services in municipalities throughout the United States.

Developmenwithin the Inland Bays Watershed is significamdthis isan area where
continued growth is expected. TH&007 update to theSussex County Comprehensive Plan
sites growth at 24% between 2000 and 2010. This does not consider the impact of seasonal
housing within the watershed which inclw4,906 units drawing an increased 62,000 people
to the area. Impact fees will address costs relatethadditional wastewater infrastructure
neeckd to serve the area. Within Sussex County sewer impact feelectdd from July 1, 2007
to June 30, 2008 ranged from $1,559 to $6,621 (averaging $3,956) per single family residence
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(or equivalent dwelling unit, EDW. These inds must be used to finance increased wastewater
treatment capacity and capital projectdated to supporting growth.
Currently, although permit fees are in place at the state level for septic systems
impact fees related to septic systems exist. Permit fees are $50 for gravity fed systems and $115
for engineered systen$8 In addition, thee is a$75 fee for site evaluation review collected
during the permitting process. These fees are minimal and currently cover basic permitting and
inspection costs related to new and replacement septic systéhese fees dmot addresghe
impact of addional nutrient loadings to sensitive water resources, such as the Inland Bays
Watershed. Hereaswith conventional sewer systenish e owat er shed systemod ha
capacity whichif exceead, is detrimental to the resource.
The City of SacoMainecollects septic impact fees of $500 for new septic systems
installed to service single family hom&sFees are in additioto any permitting fees for new
systems only andre collected by thecity. The fees are applied toward upgrade of handling
faciliy needed to unload and screen any waste from ptouats of septic systems at the citys
wastewater treatment plantin the case of the Inland Bays Watershed, a similar fee could
reasonably be applied to new systems to finance nutrient reduction from mgististems (e.g.,
install BATs, install cluster systems, or connect to central facilities). Reduction of nutrients from
existing systems would offset nutrient | oadings
thereby supporting growth without additiohampact to the resource.

Type of opportunity

Given the current rate of growth in the watershed, a septic impactdffersa relatively stable

and ongoing revenue opportunity within the Inland Bays Watershed. The clear relationship
between the increasedutrient load from new septic systems (versus loads from other
wastewater service options including central wastewater treatment or cluster systems) further
justifies the application of the fee.

Level of opportunity

The amount of revenue that may be @alted using impact fees on septic systems is wide
ranging depending on the scope of applicatfonexamplewatershed versus counyide, as

well as the amount of the fee. Implementing a $500 impact fee on septic systems as is done in
the City of Saco, Mine would generate $185,000 annually on a watershed sradeestimated
$555,000 if applied countyide. The amount collected would also vaapnuallydepending on

the level ofdevelopment utilizing onsite septic systems.

% Summary of system connection charges, Sussex County, Delaware on counsjteyeb
http://www.sussexcountyde.gov/departments/engineering/sewerwater/index.cfm2aeties sc

% This meansll other system types including innovative and alternative systems.

40 This fee was implemented approximately 4 years ago. It applies to Personal naration, Howard
Carter, City of Saco Wastewater Treatment and City of Saco, Maine website:
http://www.sacomaine.org/departments/codes/impactfees.shtml
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Table 5: Estimated Annual Revenue from Septic Impact Fees on New Systems,
$100 to $500

7 Watershed -wide } County -wide
Septic system permits
New systems per year 370 1,110

Estimated Annual Collections for impact fees at $100 thru $500

$100 $37,000 $111,000
$200 $74,000 $222,000
$300 $111,000 $333,000
$400 $148,000 $444,000
$500 $185,000 $555,000

Potential political, legal, and administrative barriers and opportunities
Implementation of an impact fee would need to be administered at the &wgel through
DNREC, as the permiing entityfor septic systems in the watershed. As fees are already
collectedas a part othe permitting process, existing staffing levels and fee collection process
would be adequate. Enabling legislation giving EGIRe authority to collect feeshowever,
would likely be needed.

Again, the implementation would meet challenges from the development community.
Issues related tohe fairness of such a fee and burden being inappropriately placed solely on the
development community wauld likely be voiced. However, in combination with fees or taxing
instruments placed on existing syste@wners equity issues may be appeased. For example
lower impact fee for replacement systems could be considered. Using this appathaystems
at some point would be required to pay to
capacity overloads.
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Incentive programs and
Market-based approaches

Together with effective regulations, incentive programs and ntasksed approaches
offer a range of opportunities to promote desirable behavior. Programs can be structured in
such a way to promote costfficient approaches to overall nutrient reduction within the
watershed that considers sources from septic systenatouB are descriptiors of potential
approaches andneevaluation of opportunity for application in the Inland Bays Watershed.

Water Quality Trading

Description

Water quality trading is a way of reallocating and ultimately reducing pollutad to a waer

body in an efficient manndt.applies a system of credits whichcredits are based on how

much pollution is emitted into the environmenCreditscan be bought and sold. Water quality
trading allows sources with higtost solutions to obtain creth from sources that can reduce

their contribution of pollutants to waterways via leeost solutions. These trades can take

place among point sources; between point and nonpoint sources; or, among nonpoint sources.
These programs only tend to be successthien there is a regulatory driver that establishes a
poll ution oO0cap. 6 Without this tUndermoptimals | i ttl e ir
conditions that consider location, financial benefits, adequate market infrastructure, and
stakeholder reamesstrades can be made and ultimate improvements in water quality can be
achieved at the least cost.

State policy for trading within watershed or TMElefined areas that comply with EPA
guidance on water quality trading must be established. Withirriteexd Bays Watershed and as
outlined in the PCSrading opportunities between point sources, between nonpoint and point
sources at aninimum2:1 ratio, and between nonpoint sources will be considered, subject to
approval by DNREC. Nutrient reductions the trade must also constitute reductions that
occur beyond the baseline or the point or nonpoint source nutrient reductions required under
the TMDL and the PCS.

Level of opportunity

Within the Inland Bays Watershed, several factors severely limit tgaoliportunities at this

time. The assignment of zero phosphorous and nitrogen loads to wastewater point sources
eliminates opportunity for trades involving these point sources. For example, new hookups will
have no impact and there will be no reason tade. The high reduction goals for nonpoint
sources set at 485% for phosphorous and 48b6% for nitrogen malsait difficult to generate
credits for trades among nonpoint sources and between point and nonpoint sources alike.

In the case of septictspestions andpumpouts as proposed under the PCS would be
considered a baseline activity and ineligible for generation of credits. Other alternatives
including the elimination of existing septic systems throzminmection to central sewer, hawe
relative hgh cost and may be financially unattractive for trading.

Wastewater systems are the primary point sources currently within the watershed.
During the basdine period of the TMDL analysis (1988 through 1990), 13 municipal and
industrial wastewater treatnme plants were discharging to the waters of the Indian River Bay,
Rehoboth Bay, and their tributaries. To date only three wastewater point sources remain.
SeveralCombined Animal Feeding Operation (CAFO) permits which are technically considered
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point sources are also in the watersh€d The difficulty in adequately monitoring nutrient

loadings from these sources to make appropriate tradesld bea challenge. In addition,

under the Delaware 1999 Nutrient Management Law both CAFO permitted facilities and
standard farms are under similar requirements to meet nutrient management goals. Any special
opportunities for CAFO permitted facilities not open to other farms are likely to be considered
unfair and would face political challenges.

Tax Credit Programs

Description
Tax expenditures in the form of tax breaks, incentivasd credits are a part of every tax
systems. These expenditures (versus revenue) offer attractive incentives to promote desired
behavior that benefits the environment. Tax credit programase been successfully applied
toward encouraging green building, agricultural conservation, and use of alternative fuels.

Tax credit programs are generally politically accepted and popular. Howes@r must
be taken to consider the financial impadtiost revenue That may beevenue needed for
restoration projects meeting environmentaieeds or nutrient reduction goals. Another
important observation is the popularity of tax expenditure prograansl theirrole in making
passage of new regulationsnew taxes more politically palatable. For example, in
Massachusettshe implementation of regulations in 1995 calling for septic inspections at time of
property transfer triggered development of three financing assistance programs, including a tax

creditprogram2( See t he Massachusetts case study exampl e

I nstitutional Opport unThdtaxeredipragram in Massachuséttsis h i s

available to cover costs related to system repair or replacement requisethiled inspections.
The maximum amount of the credit that may be claimed in any tax year,39@1The
maximum aggregate amount of the credit that may be claimed,@@&ollected over four
years.

Opportunities for application

Due to the current sate budget shortfall, creation of a tax credit program is unlikely to be
supported at this time. However, in the future tax credit programay have greater support
and are a viable example for offsetting costs related to system repairs and replaceonents f
system owners in Delaware.

“1 Personal communicationithh William Rohrer, Jr., Program Administrator, Nutrient Management
Commission, December 2007.

“2Three financing assistanpeograms developed in Massashtts to address financing needs and offset
concerns related to the Title 5 Septic System Inspectiomgfam: (1) tax credits available to cover up to

40% of septic repair/replacement costs or up to $6,000 across four years (2) a low interest revolving loan
fund program administered by the state housing agency Mass Housing; and (3) 0% interest lending
program offered to communities who can then create a local revolving fund to offer low interest loans to
residents in their respective towns. Personal communication with Scott dqieiwecutive Director,
Massachsetts Bay Trust, October 2007.
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Recommendations

1. Regulations with adequate enforcement must be implemented first.

The first step to moving forward with meeting septic nutrient reduction goals and
addressing financing needs in the Inland Bays wattishmplementation of the regulation.
Regulations mustb@ i n f or c e ta dride cemplfance foom dystem owners to
achieve the desired nutrient reductionts implementatiorwould also serve to attract capital
and promote costeffective stratgies to address nitrogen loadings from septibgne of the
financing opportunities outlined in this report are possible in the face of no regulation.

Regarding enforcement, DNREC has the authority to enforce the regulations through
civil court action ad assessment of penalties, and must be prepared to use it. Without adequate
enforcementthere would be low levels of compliance as there are with any regulation. For
examplefew of us would file an annual tax return if we knew there was limited riskheflRS
fining us or sending us to jdih this scenario of reduced levels of compliance, public and private
funders and organizations alike have less demand for their services and little reagoa to
septic projects high priority. There would also bmifed need to implement management
approaches that can aggregate demand and create cost reductions and efficiencies to address
the issues. Ultimately lack of enforcemenwould significantly slow down achievement of
nutrient reduction goals from septicsAdequate enforcement mechanisms such as the
appropriate use of fines and court action would needmemployed Clearconditionsof
exemption thataddress the needs of the velgw-incomehouseholdknown to be in the
communityare also needed

2. Clarify septic regulation goals with regard to nutrient reduction and public
health protection.

Introduced as part of the Inland Bays Pollution Control Strategy, nutrient reduction
goals are clearly the driver of the proposed septic regulations. Howegésrences to public
health protection as a secondary gaalld help address thiarge number of known
malfunctioning systems within the watershed. As part of the outreach and communication
strategy to residentsclear intent of the regulations must betigulated. This point must also be
clarified to assist in prioritization of projects where limited funding is available.

3. Conduct a watershed-wide study and cost analysis of alternatives for reducing
nitrogen from existing septic systems that would set the stage for a comprehensive
approach to wastewater management that considers septic systems as well as
central wastewater treatment facilities.

A comprehensive approach to wastewater management that considers public and
private wastewater treatmengftilities as well as onsite septic systenssa key step toward
ensuring that the most costffective strategies are identified and financed to support nutrient
reduction goals. Alternatives to consider with regard to reducing nutrient loadings froticsep
systems should include: connection to central facilities, installation of cliypersystems,
additionof advanced nitrogen removal technologies for septic systamproper maintenance
of conventional systems. Only after a thorough cost anabfdisese alternatives is completed
canthe options be prioritizedand themost costefficientsteps tonutrient reduction
understood.

Of the available options, central wastewater treatment facilities pose the least impact in
terms of nutrient loading tolie watershed.Although existing septic system owners within the
Inland Bays Watershetiat areslated forcounty sewer servic@ook-up in the next five years
would be exempt from the proposed requirements longer term evaluation has not been
conducted.Only by examining the life cycle costs of the wide range of alternatives available, and
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considering longer term central wastewater plans and growth trends, can the moseffasént
approachesin terms of nutrient reductionbe considered.

The ultimae benefit of sucha study isefficiencyd the identification of opportunitiethat
provide the greatesbverall nutrient reduction athe lowestcost. The additional information
allows central wastewater facilities to consider nutrient loadings from segttems when
evaluating central wastewater service expansion plEmere are also benefits of increased
access to funding through traditional central wastewater funding programs that can support
central wastewater extension or construction of cluster ®rss.

As SussexCounty is the key central wastewater provider in the watershed, the County
should be approached as a primary partner is the septic study. In addition, municipalities with
existing central sewer facilities should also be involved in ffegte Such a studgan be
expected to cost $150,000 to $200,000ased on a study of similar detail and scope conducted
in Anne Arundel County, Maryland.

4. Increase opportunities for ongoing communication between DNREC
Groundwater Discharge Section, the County Engineering Department and other
stakeholders on wastewater management and financing.

Only when wastewater treatment activitiésboth central and decentralizedlare
integrated can the most efficient and caffective approaches to water resrces protection,
public health protectionand system managememtcaexpansion goals be reached.

Coordination among the agencies that regulate and operate both central wastewater systems
and decentralized septic systems is a first step toward more ceimgmsive planning. Recently

the County and DNREC Groundwater Discharge Section began to meet biannually regarding
wastewater planning and septic management issues. Quarterly meetings with the County
Engineering Departnme and DNREC, with additional partation by the Public Service

Commission and representatives of municipal wastewater treatment facilities as may be relevant,
are recommended to provide ongoing communication and enhance opportunities for
coordination where appropriate. Participation lntérested citizens on an annual basis during
these meetings should also be considered as part of ongoing puitteach and education

5. Establish a Septic Financing Task Force to facilitate necessary coordination
between county and state officials to advance opportunities.

The County isclearlythe key public institution with financing, administrative, and
technical capabilities available to address both management and financing related to septic
systems.A partnership between the County and DNRECdssential to both ultimately protect
the Inland Bays and specifically address financing needs-ioiclmwehouseholdselated to the
proposed regulations. Along with th@ounty,a number of other key partners including funding
organizations, technicalsstance organizations, other state agencies, priwajanizations, and
local communitieshare interest andnayoffer resources and expertise that would be useful to
further prioritize opportunities outlined in this report and beyond.

Assembling a fornliaed Septic Financing Task Fortefurther evaluate priority
opportunitieswould support identification and implementation of the best approaches for the
Stateand theCounty.Many of the approaches outlined in this paper would require-ibugnd
effort on the part of multiple organizations and decisimakersto take action. A Septic
Financing Task Force woutdevate awarenesas well as identifinancing opportunities to
address septics and general wastewater planning issues. Also imptirtaoidified setting of a
Task Force establishes accountability and introduces a level of transparency.

ThisTask Forceshould include representatives frol@NREC Groundwater Discharge
Section, DNREC Financial Assistance Branch, DNREC Office of the Sec@&iasgx County,
USDA Rural Development, First State Community Action Agency, Clean Water Advisory
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Council, Delawaréffice of State Planningnd Coordination Delaware Economic Development
Office, Center for the Inland Bays, Private Wastewater Utibitydrepresentatives from the
local community and businesses.

Clear responsibilities and timeline to complete targeted tasks should be established.
Task force responsibilities may include:

e Prioritize existing and new revenue opportunities for further exaatiion.
e Recommend steps to advance implementation of priority opportunities
¢ Develop a dissemination plan that considers:
o Oversight process or organizational infrastructure for any special funds that are
created
0 Types of assistance programs to be offered
o0 Conditions for exemption
o Evaluates opportunities for improved coordination among funding and assistance
organizations including consideration of a centtahringhouse.
e Make recommendations on an outreach and communication strategy to affected
residents

6. Take advantage of existing institutions and programs in the Inland Bays
Watershed.

In the evaluation of existing programs, opportunities to leverage the CWSRF
Wastewater Facility program offers the greatest and most significant opportunity toaene
sustainable revenue streams that could support an assistance program for septics. Although
availability of grants through leveraging may be limited, immediate evaluation of this possible
sourceshould be considered aspatentiallyeasyand Esscosty alternative EXxistingoublic
funding programs areot expected to address the overall financing ndad, they arean
important element in a financing plan that considers multiple sources.

Existingorograms and institutionsiaynot offer the necessargedicated sustainable
revenue needed over the lorgrm, but they do have potential to address needs in the interim
while sustainable and dedicated revenue sournesbeing established. Existing programs are
establisheatonduits for administering newsaistance programs. For example, funding from
CDBG andUSDA RD 504 Housing Programlthough limitedis available to support financial
needs in the short term. Institutional capacity of both the RC&D Emergency Home Repair
Project and Sussex County Watvastewater Relief Fund should be considered for
administration of any new funding or assistance program being considered. Organizations such
as First State Community Action Agen@SCAA)are the first to hear of problems ancan
direct low-income familieso available resources. In addition opportunities with banks and
credit unions should not be missgifladministrative capacity is foreseen as a long term issue.

7. Expand community participation and engagement.
Investmentof scarce fiscal resoursés always politically charged herefore,
implementation of financing strategies reqaisecommunitybased approaghncludingall
relevant stakeholder groups into the proce§&iccessequires the participation and
commitmentof citizens in the watettsed as well agffective coordination among communities,
institutions, and stakeholders throughout the region. In many ways, the gateway for this level of
communication is available through existing programs and organizatiolsling the FSCAA
who hasdirect contact with impactedow-income communitiesas well as the Center for the
Inland Bays who has connections with the Inland Bays community at large. Utilizing networks of
these and other organizations and institutions to ensure adequate outreathaticipation of
the entire community will be important.
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The EFC Project Team

EFC Staff

Swati Thomas, Program Manager

Swati Thomas joined the EFC in November 2006 to manage the Inland Bays Watershed
Community Financing for Septic System Managemeaije®r Prior to joining EFC, Ms. Thomas
worked as an environmental specialist for the Rural Community Assistance Corporation where
she provided training and technical assistance to rural communities throughout Oregon and
Washington on financial managemehtheir water and wastewater systems. She has also had
experience with watershed planning and restoration, as a consultant assisting watershed
organizations and local governments in western Pennsylvania and as technical assistance staff
with the Nationd Association of Counties. She received a M.P.A. in Natural Resources
Management and Environmental Policy and M.S. in Environmental Science from Indiana
University and a B.S. in Environmental Systems Technology from Cornell University.
swati@umd.edu

Jennifer Cotting, Program Manager

JennifelCotting joined tke EFCin 2004 to manage an EPA funded program designed to help
communities and organizations in Region 3 overcome batrriers to implementing and financing
their watershed protection efforts. Nowshe oor di nates a number of the E
programs, with a particular focus on urban greening, tree canopy, and green infrastructure
issues. Prior to joining the EFC, Ms. Cotting worked as an independent consultahbpieg

and implementing environmentally based education and outreach programs for nonprofit
organizations and government agencies. She received her M.S. in Sustainable Development and
Conservation Biology from the University of Maryland and her B.A.dm@unications from
Marymount University. Ms. Cotting is also-editor of Urban Wildlife News, the biannual

newsletter of the Urban Wildlife Working Group of The Wildlife Society.

jcotting@umd.edu

Septic Financing Forum, Guest Financial Experts & Speakers

John Boland, Johns Hopkins University

John Boland, Ph.D, P.E. is an engineer and an economist, specializing in water and energy
resources, environmental economics, and public utility management. He is curnaridgdor
Emeritus at the Johns Hopkins University, after more than thirty years in the Department of
Geography and Environmental Engineering. Dr. Bolanddrasd on many committees and

panels of the National Research Council, including one term asnchaiof the NRC's Water
Science and Technology Board. He is a Lifetime National Associate of the National Academies
and a member of US EPA's Environmental Financial Advisory Board.

jboland@jhu.edu

Michael Curley, International Center for Environmental Finance

Michael Curley is an attorney who has spent the majority of his career in finance. He is the
founder and executive director of the International Center for Environmental Finance, and the
author of theHandboolof Project Finance for Water and Wastewater Systblisbed by
Times/Mirror Books. He is a member of the Environmental Financial Advisory Board at the
USEPA and is on the board of the International Rural Water Association. Mr. Curley is one of
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the founders of the Environmental Finance Centers at the University of Maryland, Cleveland
State University and at the Maxwell School at Syracuse University.
mc@icef.getf.org

Jack Greer, Maryland Sea Grant

Jack Greer ishe Assistant Director for Public Affairs for the University of Maryland Sea Grant

College. The former director of the University of Maryland's Environmental Finance Center,

Mr. Greer has helped to facilitate dozens of charrettes and panels, incladBige Ribbon

Panel for the State of Maryland on funding the Chesapeake Bay Tributary Strategies and the

Bl ue Ribbon Finance Panel <convened by the Chesc¢
find new ways to finance the cleanup of the Chesapeake Bayholds degrees from the

University of Virginia, the University of Richmond, and the University of Maryland.

greer@madsg.umd.edu

Dan Nees, World Resources Institute

Dan Nees comes to the World Resourcesstitute (WRI) from the University of Maryland

where he served as director of the Environmental Finance Center (EFC). Throughout his
career, he has worked extensively with communities, local officials, and watershed organizations
in the Chesapeake Bay teeshed and MidAtlantic on a broad variety of environmental finance
issues. Mr. Nees holds a B.A. in Economics, a Master of Environmental Policy, and a Master of
Business Administration, all from the University of Maryland, College Park.

dnees@wri.org

Jay Prager, Maryland Department of the Environment

Jay Prager serves as chief for the Onsite Systems Division for the Maryland Department of the
Environment (MDE), and oversees implementation of the Bay Restorati@hféuansite

systems. Mr. Prager also serves as head of the innovative and alternative system program for
Maryland and as the Deputy Program Manager for wastewater permits. He has more than 25
years experience with wastewater disposal and began his cpeggritting of septic systems for

a local health department.

jprager@mde.state.md.us

The Environmental Finance Center, University of Maryland
at the National Center for Smart Growth Research & Education

The Environmental Finance Center at the University of Maryland (EFC) is a regional center that

has worked with communities on environmental challenges throughout theAtfiaahtic region

for close to 15 years. On e bringftogdiner@dligerseasraye st r e n ¢
of organizations and individuals to help communities develop solutions for a wide variety of

problems. Through charrettes, training programs, and policy analysis such as this, EFC has

assisted communities with source wagamotection, stormwater management, green space and

green infrastructure planning, low impact development, rate setting for drinking water and

wastewater, septic system management, aquatic restoration, and community outreach and

education. In February of0®7, EFC joined the National Center for Smart Growth Research

and Education, moving onto the College Park Campus of the University of Maryland.
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APPENDIX

Project Meeting Notes

Leadership Dialogue: Funding and Technical Assistance Organizations
Leadership Dialogue: Special Interest Organizations

Community Interviews and Contacts

Inland Bays Watershed Septic Financing Forum
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Inland Bays Watershed Septic Financing Initiative

Leadership Dialogue:
Funding & Technical Assistance Organizations

May 18, 2007
Attendees:
Name Organization Telephone E-malil
Russell Archut Sussex County 3028557719 rarchut@sussexcountyde.gov
Erika Benner DNREC 3027399941 Erika.Benner@state.de.us
Janet Brittingham | USDA, RD 302-856-3990 Janet.Brittingham@de.usda.gov
James Brunswick | DNREC 3027399000 James.Brunswick@statie.us
Andy Lorenz DSHA 3027394263 andy@destatehousing.com
Denise MacLeish | USDA, RD 302-857-3627 Densie.Macleish@de.usda.gov
Greg Pope DNREC 302-739-9941 Greg.Pope@state.de.us
Dave Schepens DNREC 3027399948 Dave.Schepens@state.de.us.go
Trudy Schyler RCAP 302-288-0453 fopts@aol.com
Christine Stillson RC&D Council 3024246710 clstillson@verizon.net
Swati Thomas EFC 301-326:2070 swati@umd.edu
Anthony Wright FSCAA 302-8867761, ext | bwright@firststatecaa.org
118
AGENDA

1. Introduction

2. Presentation of EFC septic financing initiative project

3. Presentation of proposed septic regulations in the Inland Bays

Watershed and draft estimates of financing needs
4. Discussion

Challenges:

DISCUSSION NOTES

e Credit worthiness for loan programs
e Need for additional coordination among funders and assistance providers
¢ Need for additional outreach to advocacy groups and rural communities affegtdeeb

regulation

applications.

e Limited income data makes assessing funding need difficult

Insufficient funding to support low income families with meeting regulations
Existing demand on declining funding resources
Uncertain allocations for existing funding programs, in particular federal funding sources
Inadequate documentatiasf home ownership, etc. needed to complete funding
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Ideas for addressing Challenges

e Alter program to assist applicants in meeting credit requirements
0 Attach properties to a guardaee process
o Carry long term liens

¢ Improve coordination among agencies and assistance organizations (current communication
is informal, occurs during budget/funding cycle, on project by project basis thru referrals o

o0 Establish a central clearinghouse optgesystem management, requirements, and
funding sources

0 Conduct a training for community development organizations, crisis organizations,
and other relevant agencies on the septic issue and available resources

o Coordinate across programs to spread fundingas many as possible

0 Increased coordination between DNREC and Sussex County regarding sewer
district planning and septic system database update

e Evaluate and O0tweakod program policies to expan
with septic issas
o0 CDBG programs may be adjusted. Funds can be targeted to specific areas if needed,
or scattered, special funding limits could be set to spread the money to the greatest
number of people (e.g., $2500 cap), adjustment process begins in August.
0 RC&D also las some flexibility in programs
0 SRF program funding levels are evaluated through the annual budgeting process
0 Sussex County programs can be created or adjusted through the county budget
process (completed January to April)
0 ALL PROGRAMS NEED ADEQUATE DOCUMEATION OF NEED.

e Improve outreach and education on the issue
o Outreach to advocacy groups so that they can raise issues as appropriate to
legislators and local officials
o In particular, housing organizations need to be made aware of the issues so that they
can be advocates.
0 Share progress and results of drinking water quality sampling by the state public
health department currently being planned in the area.

e Improve cost efficiency of program implementation by the following:
0 Make system improvements or regg@ements collectively, rather than individually
A Have an agency or organization put out an RFP for inspection & pumping
services to identify/establish base cost for services
A Have an agency or organization manage system replacement of a grouping of
systemsif@lentified by a district or otherwise) to take a advantage of
economies of scale (e.g., similar to mass contract for hookup to central
wastewater systems)
o Connect failing systems to existing or new systems where cost effective and feasible.
A Developplannip approach that requires municipa
of povertyod when evalwuating annexations.
A Provide incentives to private developers for connecting failing septic systems
to new wastewater facilities (e.g., via trading program or otherwise).
A Note, any incentive program for private systems will need to be developed
in cooperation with the Public Planning Commission.
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e Utilize special funding sources
o State bond bill
o Foundation grants that could be funneled to a foofit or other institution for use
as a low interest loan program (e.g., Chesapeake Bay Foundation)
o Create a special revolving loan fund through CDBG or other funding sources
o Charge fees similar to Marylandds flush f ee

Note, many programs can not cover inspection or service contrasts. Both USDA RD 504

program and RC&D home repair can cover these costs. Their programs are targeted for the
very low income.
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Inland Bays Watershed Septic Financing Initiative

Leadership Dialogue

Interest Groups in the Inland Bays Watershed

Participants:

September 17, 2007

Name

Organization

Email

Ruth BriggsKing

Sussex County Realtors Association

ruth@scaor.com

James Brunswick

DNREC

James.Brunswick@stade.us

Kathy BuntingHowarth

DNREC

Katherine.Howarth@state.de.us

Rich Collins

Positive Growth Alliance

pgalliance@delaware.net

Nick DiPasquale

Auduba Society

nicholasdi@comcast.net

Eddie Jestice

Delaware Farm Bureau

Defarmbpresl@verizon.net

Ken Smith

Delaware Housing Coalition

dhc@housingforall.org

Dave Schepens

DNREC

Dave.Schepens@state.de.us.gov

Swati Thomas

Environmental Finance Center

swati@umd.edu

Bruce Wright

First State Community Action Agency

bwright@firststatecaa.org

AGENDA

1. Introduction
2. Presentation of Proposed septic regulations in the Inland Bays

Pollution Control Strategy
3. Presentation of EFC Septic Financing Initiative Project

4. Discussion

Proposed regulations:

MEETING NOTES

An overview of the development process for the Inland Pollution Control Strategy (PCS) as well
as the need for an approach to nutrient management in the Inland Bays Watersbed wa
presented by Kathy BuntiAgowarth of DNREC.

Dave Schepens of DNREC presented information on the septic regulations outlined in the PCS.
The proposed regulations will require all existing systems within the watershed to complete
inspection and pumput every 3 years. Performance requirements addressing nitrogen

reduction will be required of all new and replacement systems beginning January 2015. See PCS
regulations, Sections 6, 7, and 8 for details on the regulations at
http://www.dnrec.state.de.us/water2000/Sections/\Watershed/ws/

Contact Kathy Buntingdowarth (Katherine.Howarth@state.de.jysor Dave Schepens

(Dave.Schepens@state.de)dsr more information or a copy of the presentation
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EFC Septic Financing Initiative:

Swati Thomas of EFC presented information on the EFC financing initiative. Primary objective
of the project is to develop financing recommendations to support low income populations in
meeting the regulations.

DISCUSSION NOTES

What concerns you most about the proposed regulations?

(0]

(0]

Increased costs of inspection and pumping as a result of increaseaind and new
requirements.

Enforcement of regulations that leads to eviction of families who cannot afford to make
necessary repairs or system replacements.

Lagged 2015 deadline for performance requirements which allows those who install new
systems orreplace systems a free ride

Impact on property values for not addressing nutrient management issues including
onsite management

Great need for education on septic management and nutrient reduction needs.
Absence of a solid deadline for compliance, low medamilies will be the last to

comply, and available funding will be dried up

Coordination of this project with higher levels of DSHA may be needed, DSHA is about
to release their 5 year plan (Involvement of Kim Brockenbrough or Deputy Director)
Make dealine now

Septic regulations pose high cost to address a small portion of the problem (eg., septic
systems only contribute 11% of nitrogen)

PCS is about nutrients, not public health

Be sure to claim credit for valuable work already being done, eg, 2000snsy$®eing
planned for hookup to central sewer

Private utilities could offer service to neighboring existingsia systems where new
central wastewater services are being provided to new developments

Central clearinghouse of information on funding ansbongrces for septic issues.
Malfunctioning septic systems are a statewide problem (not just a problem in the Inland
Bays Watershed)

Identify and build central sewer systems in obvious trouble spots*** (area of agreement)
Simple lending guidelines

Notion of shared responsibility to support nutrient management efforts at all Iévels
state, local and private.
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Financing ideas

1. Hotel/Lodging Tax
o Everyone is trying to utilize this potential funding source
o Competition with towns & statewide

2. Reassessment
0 Last reassessment was done 1973, much to gain
o Taxes kill the economy
o Not politically palatable

o0 Applied for a specific purpose
o0 More politically palatable
o County based fee may be more appropriate that state wide fee
4. Central sewer evaluationsconnections tonew developments (eg, Jimtown)
o Community acceptance may be a problem
5. Different regulations for high vs. low risk systems
o Difficult to determine
6. Septic utility
o Cost efficiencies
o Palatable for community or cluster systems
o Voluntary vs. required
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Inland Bays Watershed Septic Financing Initiative

Community Interviews and Contacts
Compiled by DNREC December 2007

Individuals contacted:

e First State Community Action Agency
o Bernice Edward$ Executive Director
o Anthony Bruce Wrightd Director, Community Develpment

e Sussex County Strong Communities (Comments from presentations at group meetings)
0o West Side New Beginnings
A Minnie Smith President
o Pinetown Civic Association
A H. Ranford Allen President
0 Cool Spring Civic Association
A Amber Ayers- President
A Mike Britingham- Treasurer
o Coverdale Crossroads Community Council
A Evelyn Wilsord President
0 Lucas Development Civic Association
A Sharon Griffin Harmon
o Ellendale Community Civic Improvement Association
A Harold Truxon- President
A Delores PricedPresident Ellendalecivn Council

e DNREC Community Involvement Advisory Coungi{Comments from presentations at
meetings)
0 Harold Truxond Ellendale Community Civic Improvement Association
Jan Durhand Retired
William Pelhan® CIAC Chairman
Pamela Mietned Retired, Dupont Conpany
Bob Frederick$ Former Mayor Dewey Beach
Lavaida Owens Whité Christiana Hospital, Faith Community Nurse, CIAC
Co-Chair
Dr. Bethany Hall Long
Dr. Jay Julid Wesley College, Professor Environmental Science
Dr. Bruce Allisond Wilmington College, Bilogy and Environmental Science
Donald Scholfield Capitol Park Civic Association
Marvin Thoma$ Southbridge Civic Association

O O 00O

O 0O O0OO0Oo
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¢ Jimtown Civic Association (2 community meetings, 2 Conference Calls)
0 Rose Allen Echols

Gerald Allen

Rev. Wendell Hall

GayAllen

Ornia Kemp

Bertha Turner

Theresa Butcher

Barbara Harmon

Lucinda Allen White

O O0OO0OO0OO0OO0OO0OO0o

¢ Interviewsand Community meetings

Elder Edward Cannon Dagsboro Church of God
o0 Manufactured Housing Working Group (get list)
0 Jane Hovington Sussex County NAACP

0 Rev. Chdotte White d New Zion AME Church

o

SUMMARY OF RESPONSES TO KEY QUESTIONS & TOPICS
What concerns you most about the proposed septic regulations?

¢ Low income and fixed income residents will not be able to afford the costs of
compliance inspections and thepair, upgrade of septic systems.

¢ Residents could lose their homes as a result of the regulation, similar to residents
displaced by central sewer costs in West Rehoboth

e The most expensive systems will be required in areas with high water tables and poo
soils. These tend to be low income communities, so there must be some way to target
the bulk of financial assistance for these areas.

e Prioritize funding for communities with poor soils, high water tables

e The regulation will create hardship and displaeat

e Make sure that low income communities are targeted for participation in the upcoming
public hearings

Compliance
¢ Residents will resent letting inspectors onto their properties
e Most residents will not comply until enforcement actions make thenmfaon.
e Isthere some way to encourage and reward residents for early compliance?

¢ DNREC should anticipate a late rush of applicants at the end of the compliance
inspection periods
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Education/outreach
e Many people will be caught by surprise unless theemisffort to inform people.

¢ We need someone to help with the application and to explain the kind of system | will
need.

e An outreach person to solicit septic loan and grant applications and assist residents with
applications/documentation in their homesthe needy communities

e You must get out early and often in these communities for people to understand
e Bilingual staff and materials for regulation outreach and education
¢ Need an independent person to explain your septic system options

e Use local norprofit organizations that provide emergency assistance to distribute
applications and funding

e There should be a septic education and outreach program to explain the systems we
will need, maintenance, grant and loan programs.

What special needs do you have in your community?

¢ We (Jimtown) would prefer to have state of the art septic systems vs. central sewer and
water.

e It will drive up the cost of rental property in beach front communities

e Substandard housing will need housing repairs (electrical ppiginbefore new systems
can be used.

e The cost of mound system could exceed the value of mobile homes and lots in some
communities. We wonodot be able to get a | oan.

¢ What to do when you have two mobile homeharing a common septic system one
lot?

e Lot sizes might not be compatible (large enoughO for the new systems

e Some mobile homes are crowded and will need a bigger septic system than normal for
that size home and lot

e There must be some coordination between DNREC, County, and other financing
programsto leverage all the funding needed where there are substandard properties.
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Have people in your community participated in the existing septic system
upgrade/home rehab programs/water/sewer hook up?

¢ Not aware that anyone has used tisRFapplication$25) you distributed at the Strong
Communities meeting last summer.

o Still on the waiting list after 3 years and my home is falling down.

¢ No. People are concerned about confidentiafitthe government knowing your
information

e People will not take advantagé the county money. No money to repay the loans.

What improvements to the financial assistance programs would be most beneficial?
e Eliminate the credit worthy requirement for grants to very low income residents
¢ Eliminate the debt ratio requirementsrftbans and grants

¢ Make funding available for surveys of properties where residents are not sure of parcel
boundaries

e Lots of heirs property here with no deeds. Make funding available for title searches
e Use the repaid loan money to provide grants in tBRF program

e Long term (30 year), low interest (1:2%0) loans

¢ Sliding scale for loan repayment

¢ Include funding for small community systems in a pool of funds for mobile home park
communities. Perhaps the best solution where lots are too small.
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AGENDA
Inland Bays Watershed Septic Financing Forum
Thursday, October 25, 2007
Time: 9:00 am to 1:15 pm ——
Location: Carter Partnership Center Eviiversity of Maryland
nvironmental Finance Center
Georgetown, DE

Forum Goals
0 Increase awareness of the range of financing tools available to support a septic
managemerprogram and homeowner compliance with upcoming regulations in the
Inland Bays Watershed
0 Generate ideas on best approaches to support the septic financing needs in the Inland
Bays Watershed, considering:
o Cost reductions
o Existing programs and institutions
o Tools for raising revenue
0 Administering program and funds

9:00 am 8 Welcome & Introductions 8 Kevin Donnelly, Director Water Resources
Division, DNREC

9:10 am 06 Challenges of septic system management in the Inland Bays Watershed

9:40 pm 0 Case studies
o0 Summary of financing approaches to address septic issues in other&eHi
Thomas, University of Maryland Environmental Finance Center
o0 Maryland Bay Restoration Fuddlay Prager, Maryland Department of the Environment
o0 Johnsonos Co renlistrict, Palawar® Bavelopessdieking in for
connections to existing neighborhoods in need in Delaw@Michael 1zzo, Sussex
County Department of Engineering

10:10 am & Opportunities for improving/utilizing existing programs and financing
tools in Delaware Short panel, followed by discussion.
o Clean Water State Revolving Fund (CWSRF) Septic Rehabilitation ProGram Pope,
Department of Natural Resources and Environmental Control
o Community Development Block GradAndy Lorenz, Delaware State Hougi
Authority
0 USDA 504 Housing Rehabilitation Progrémdanet Brittingham, USDA Rural
Development
o First State Resource Conservation & Development (RC&D) Emergency Home Repair
Projectd Christine Stillson, RC&D
0 Sussex County Water/Wastewater Relief Fulédricia Faucett, Sussex County
o Delaware Bond Bild Jennifer Cohan, Office of Controller General

11:30 am & Cost saving approaches & development of new programs -Discussion
12:00 pm 6 Working lunch 9 Discussion continued

12:45 pm - Concrete next steps & Wrap up

1:15 pm & Adjourn
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Inland Bays Watershed Septic Financing Forum
October 25, 2007
Carter Partnership Center, Del Tech

MEETING NOTES

CLARIFICATIONS
e 0Grant needd and filahcoh@assistaree nads for i iecorse ahdo
moderate irtome respectively
e Under current regulations, inspections are not required at property transfer
¢ Planned connection of 2000+ existing septic systems to county sewegnslatory
¢ Regulation clarification
0 Wastewater systemsdirect discharge to the Inlandays is capped at 0
A For example, must use spray irrigation, ocean outfall, etc.
o Trading in Inland Bays would be very expensive
e Appears to be confusion between nitrogen reduction goals and public health goals
¢ Important to consider what is fair and equitabl
e Some money is already currently being spent by septic owners on maintenance,
particularly those with newer more complex systems
e Inspection is not currently required.

EXISTING FUNDING PROGRAMS
¢ Clean Water State Revolving Loan Fuh8eptic Rehab Loan Ryjtam (SRLP)
0 Last year $400,000 made available through the program
0 Interest rates well below market rates
0 Loan is due on transfer
e Community Development Block Grant (CDBG)
0 $2 million, $1 million to Sussex, $800 in actual program after administration
costsare considered
o Long waiting lis® 700-800 people long
0 25% use of funds for septics is unlikely, preference to use for hookups
e USDA Rural Development 504 Housing Rehab Program
0 Septics & hookup
o Up to $20,000 1% loan, and $7500 grant
0o Low demand for loans
A Forexample, $80,000+ available in loan program last year, only used
$18,000
e First State Resource Conservation & Development (RC&D), Emergency Home Repair
Project
o Average income of households served is $10,000
o0 On average assist with emergency repair of 25énhe in Sussex and Kent
counties
o All soft funds
0 Willing to cover septic costs for current clients

e Sussex County Water/Wastewater Relief Fund

o $200 grant for bill assistance, $2,500 for septic repairs, connections
0 2008 general fund allocation is $75,000

www.efc.umd.edu | January 2008Environmental Finance Center | University of Maryland73



Community Financing for Septic System Management in the Inland Bays Watershed | Final Report

o County has limited resources to put toward the issue (e.g, tax revenues have

decreased)
e State Bond Bill

o In past, septic system elimination has been a pridritg, $10 million allocations

0 Septics would be considered a new initiative

o Currently, the Bond BilCommittee is unlikely to support financing of septic
initiatives due to current state budget crunch

o Recommend working through local banks and credit

0 Tax credits not likely to pass currently, but may be a possibility in the future

DISCUSSION NOTES

Approaches for addressing the financing need
e Septic utility district or management entity concept
0 Advantages
A Attractive to private sector
Community client brings cost efficiencies with aggregated demand
Social benefitd distribution of costs
Lower risk for seotic system owners
County based district has advantage of being well received community
contact for these types of services
o0 Potential Issues/questions
A Rates may be an issue
Funding options affected by who owns, operates, and maintains systems
What about hgh initial capital cost to address malfunctioning systems
identified in initial round of inspectiorgshow could this be addressed?
Need to garner public support for development of a district
Enforcement authority critical
Trash district concept used in K& County may be a model for forming
a district (Note, Sussex county also looked at trash district concept,
however the district was not formed.)
¢ Work through local banks and credit unions to develop low interest loan programs
e Work through existing fundig programs
0 CWSREF Septic Rehab Loan Program
o USDA RD 504 Housing Rehab Progrértoan program is currently
underutilized
0 Others as possible
¢ Development of a tax credit program for septic owners required to replace/repair their
systems is not a likely appoh at this time given the state budget crunch, however may
be an option in the future
¢ Evaluate existing institutions and how they could be expanded/improved to meet
financing needs
e Develop regulation with adequate enforcement
0 Inspections at time of propgy transfer offer opportunities for financing during
property transfer as well as clear process for enforcement
0 A consistent regulatory framework with enforcement is necessary to promote
cost efficient approaches
e Explore incentive and markdtased approaas
0 Wastewater treatment plants to pay for septic system upgradeading
e Subsidies to support inspection and puwoytt requirement

> > > >

> >I>P
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0 Model after Sussex County Water/Wastewater Relief Fund where low income
homeowners receive funds to assist with water/sewéls
e What can be done for people who can not afford to comply with new regulations:
1. Make people who have the means support thos
2. Dondét require them to comply

Other comments
¢ Notion of shared responsibility is important
¢ Ongoing communication aretucation to those affected by the regulation is important
0 Ties to public health benefits must be emphasized in outreach efforts
e Continued followup and transparent process for development of new programs to
address financing needs is important

NEXT STEPS

e EFC and DNREC will followp with relevant local, state, and federal contacts, private
organizations, stakeholder groups, and guest panelists to further evaluate and explore
financing approaches discussed at the forum

¢ EFC and DNRC will hold a final idership dialogue with community representatives,
scheduled for Novembert¥,

e EFC will incorporate ideas generated at previous meetings and at the forum into a white
paper report, to be completed in December 2007

e EFC and DNREC will notify forum participanttien the white paper report is
completed and available for review
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Inland Bays Watershed Septic Financing Forum
October 25, 2007 d Carter Partnership Center, Del Tech

ATTENDEE LIST

No. | First Name Last Name Organization e-mail Phone
1| Ed Lewandowski Center for the Inland Bays director@inlandbays.org 302 -226 -8105
2 | Roger Roy Clean Water Advisory Council Roger.Roy@state.de.us 302 -239-9292
3 | Bob Frederick Delaware Community Advisory Committee BobF@LyonsInsurance.com 302 -227-7100
4 | Harold Truxon Delaware Community Advisory Committee 302 -422 -4304
5| Ed Hallock Delaware Office of Drinking Water Edward.Hallock@state.de.us 302 -741 -8590
6 | Andy Lorenz Delaware State Housing Authority Andy@destatehousing.com 302 -739-4263
7 | Gary Simpson Delaware State Senator gsimpson@udel.edu 302-744-4134
8 | Robert Venables, Sr. Delaware State Senator Robert.Venables@state.de.us 302 -744 -4298
9 | Sheri Berman Discover Bank
10 | Mathew Parks Discover Bank
11 | Amy Walls Discover Bank
12 | Robert Palmer DNREC robert.palmer@state.de.us
13 | Erika Benner DNREC, Financial Assistance Branch Erika.Benner@ _state.de.us 302 -739-9941
14 | Greg Pope DNREC, Financial Assistance Branch greg.pope@state.de.us 302 -739-9941
15 | Jim Cassidy DNREC, Groundwater Discharge Section James.Cassidy@state.de.us 302 -856 -4561
16 | Dave Schepens DNREC, Groundwater Discharge Section Dave.Schepens@state.de.us 302 -739-9948
17 | James Brunswick DNREC, Office of the Secretary James.Brunswick@state.de.us 302 -739 -9000
18 | Kevin Coyle DNREC, Office of the Secretary Kevin.Coyle@state.de.us 302 -739-9000
19 | David Small DNREC, Office of the Secretary David.Small@state.de.us 302 -739-9000
20 | Kathy Bunting - Howarth DNREC, Water Resources Division Katherine.Howarth@state.de.us 302 -739-9949
21 | Kevin Donnel ly DNREC, Water Resources Division kevin.donnelly@state.de.us 302 -739-9949
22 | John Schneider DNREC, Watershed Assessment Section john.schneider@state.de. _us 302 -739-9939
23 | Bernice Edwards First State Community Action Agency bedwards @firststatecaa.org 302 -856 - 7761
24 | William Bell First State RC&D William.Be li@de.usda.gov 302 -678-4169
25 | Christine Stillson First State RC&D clstillson@verizon.net 302 -424-6710
26 | Michael Curley International Center for Environmental Finance mc@icef.getf.org 443 -691-1874
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27 | Rose Allan -Eckles Jimtown

28 | John Boland Johns Hopkins University jpboland@jhu.edu 410-516-7103
29 | Jay Prager Maryland Department of the Environment jprager@mde.state.md.us 410 537 -3599
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