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Cape Cod Wastewater Funding Facts




Funding Facts

The probable total capital cost of building needed wastewater systems on Cape Cod will
range from $5.2 billion to $7.6 billion.

There are only 215,888 people living on Cape Cod, per FY10 census. There are 133,215
developed properties on Cape Cod, which will increase over project period. Absent
financial assistance and failing to make wise decisions, on a per property basis, each
property owner would be responsible for capital costs between $38,900 to $46,000.

Range difference based on two variables: Form of organization and future development of Cape Cod
Does consider an amount to repair/replace Title 5 septic systems not connected to a WWTP
Amounts do not include system operating expenses. Cape Cod’s annual wastewater operating

costs will range from $38.1 to $69.1 million

If just half of Cape properties are system customers and are obligated to pay, double per

property cost estimates

Does not take into consideration any cost impact from CLF litigation

Property connection costs and fees not included

Does not take into consideration costs resulting future increases in wastewater standards

Neither inflation or deflation are included in estimates

There is a clear need for help from the federal and state governments




Guiding Policies and Principles

What are the fundamental policies and principles for an affordable funding strategy?

1. Execute the desired capital program over two generations — 50 years.

2. Everyone on Cape Cod will directly benefit from the program and everyone
should contribute.

3. Half of the capital cost and all operating costs will be paid by Cape Cod
residents and businesses.

4. A significant portion of the capital costs (approximately 25%) should derive
from one or more new sources of revenue spread over a larger population
base, in addition to reducing interest on project debt to 0%.

5. Another significant portion of the capital costs (approximately 25%) should
derive from construction grant funding from the federal government.

6. Financial relief for low-income households is needed, but not as a result of
shifting the cost of the relief to other rate or tax-payers.




What are the Benefits of the Wastewater Program?

For most residents of Cape Cod there are seven broad public benefits:

e Protection of the Town’s drinking water resources

Protection of public health and meeting sensible sanitation standards
Permits responsible growth and targeted economic development
Renewal and protection of saltwater and freshwater resources
Maintain residential and commercial property values

Achieves Town compliance with federal and state laws and regulations
Recognizes that civilized communities do not foul their own nest




Financial Impact on Property Owners




Wastewater Program — Cost Allocation Model

Cost model is based upon a number of practical financial and legal considerations. In
order to estimate annual, per property costs, the various costs are allocated in the
manner indicated below:

DISTRIBUTION OF COSTS
Properties Connected Properties Not Connected
to System to System
Core Capital Costs X X
Debt Service X X
Title 5 Grant Program X X
O & M Costs X




Wastewater Program — Four Scenarios

WASTEWATER CAPITAL COSTS, INTEREST ON DEBT AND TITLE 5 GRANTS (in billions)

Cape-wide Town-By-Town Cape-wide Town-By-Town

0% Growth 0% Growth 30% Growth 30% Growth
Collection, Treatment, Disposal $3.361 $3.824 $4.021 $5.303
Interest on Debt 1.018 1.018 1.358 1.358
Title 5 Grants .804 .809 1.121 .930
TOTAL $5.183 $5.651 $6.500 $7.591

Notes:

First two cases assume 53 billion in borrowings; last two cases assume 54 billion in borrowings
Borrowings are assumed to be at 2%, with each issuance amortized over 30 years with debt issued every other year for 50 years

100% Title 5 grants for residential property owners to repair and replace septic systems




Wastewater Program — Annual Per Property Costs for Cases

AVERAGE ANNUAL PER PROPERTY COSTS

Cape-wide Town-By-Town Cape-wide Town-By-Town
0% Growth 0% Growth 30% Growth 30% Growth
Collection, Treatment, Disposal  $505 S574 S487 S642
Interest on Debt/Title 5 Grants 274 274 307 332
O & M Costs 522 629 513 661
50 Years — Annual Cost $1,301 $1,477 $1,307 $1,635

Notes:

First two cases assume 53 billion in borrowings; last two cases assume 54 billion in borrowings;
Borrowings are assumed to be at 2%, with each issuance amortized over 30 years with debt issued every other year for 50 years;
100% Title 5 grants for residential property owners to repair and replace septic systems;
Capital costs, debt service and Title 5 Grant program costs paid by all properties, growing in number over time; Operating costs
paid by properties receiving treatment, growing in number over time;
Average capital and operating costs based on projected costs and number of properties on Cape Cod or connected
to system; Estimates are neither inflated (construction costs, annual household income) or deflated (future costs and payments).




Current Financial Capacity of Cape Cod Towns




Financial Capacity of Towns — Excess Levy Capacity

A town could use its “excess taxing capacity”... but, the available amount is very small.

Municipality Maximum Levy Limit Total Tax Levy Excess Capacity  Percent of Maximum
Barnstable $91,841,929 $91,769,862 $72,067 0.08%
Bourne $34,761,790 $34,758,502 $3,288 0.01%
Brewster $23,297,605 $23,267,617 $29,988 0.13%
Chatham $24,318,420 $24,310,668 $7,752 0.03%
Dennis $33,316,726 $33,261,283 $55,443 0.17%
Eastham $15,973,786 $15,967,221 $6,565 0.04%
Falmouth $75,534,229 $75,436,331 $97,898 0.13%
Harwich $34,778,027 $34,762,730 $15,297 0.04%
Mashpee $36,450,272 $36,431,503 $18,769 0.05%
Orleans $19,487,632 $19,486,885 $747 0.00%
Provincetown $14,865,504 $14,836,743 $28,761 0.19%
Sandwich $45,335,283 $45,306,693 $28,590 0.06%
Truro $11,582,161 $11,560,566 $21,595 0.19%
Wellfleet $13,379,030 $13,336,483 $42,547 0.32%
Yarmouth $44,526,576 $44,519,715 $6,861 0.02%
Barnstable County $519,448 970 $519,012,802 $436,168 0.08%
Massachusetts $12,241,805,300 $12,024,477,438 $217,327,862 1.78%

Source: Donahue Institute, University
of Massachusetts. Data is for FY10
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Financial Capacity of Towns — Free Cash/Stabilization Fund

A town could use its “free cash” and take funds from its “stabilization” reserve
fund... the available amount is somewhat greater. But,...(next slide)

Excess Levy

Available

Percent of

Municipality
Barnstable
Bourne
Brewster
Chatham
Dennis
Eastham
Falmouth
Harwich
Mashpee
Orleans
Provincetown
Sandwich
Truro
Wellfleet
Yarmouth
Barnstable County
Massachusetts

Total Budget
$162,174,811
$63,933,257
$38,841,541
$40,762,534
$50,733,426
$21,354,391
$116,016,687
$56,669,978
$52,368,715
$28,577,702
$27,888,232
$68,397,779
$16,835,667
$18,596,768
$78,798,218
$841,949,706
$21,733,782,411

Capacity
$72,067
S3,288
$29,988
$7,752
$55,443
$6,565
$97,898
$15,297
$18,769
S747
$28,761
$28,590
$21,595
$42,547
$6,861
$436,168
$217,327,862

Free Cash
$8,411,317
$4,897,336
$2,050,579
$1,051,336
$1,748,767
$1,237,803

$719,516

$S442,284
$1,807,815
$1,756,518
$1,336,501
$1,126,979
$1,260,679

$391,427

$295,171

$28,534,028
$697,938,677

Stablization Fund

$13,530,478
$3,597,133
$3,651,510
$1,737,959
$2,024,193
$125,221
$1,453,651
$1,093,717
$3,367,413
$32,452
$327,005
$1,891,219
$971,865
$301,799
$2,099,576
$36,205,191

$670,066,349

Resources
$22,013,862
$8,497,757
S5,732,077
$2,797,047
$3,828,403
$1,369,589
$2,271,065
$1,551,298
$5,193,997
$1,789,717
$1,692,267
$3,046,788
$2,254,139
$735,773
$2,401,608
$65,175,387

$1,585,332,888

Budget
13.57%
13.29%
14.76%
6.86%
7.55%
6.41%
1.96%
2.74%
9.92%
6.26%
6.07%
4.45%
13.39%
3.96%
3.05%
7.74%
7.29%

Source: Donahue Institute, University
of Massachusetts. Data is for FY10
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Financial Capacity of Towns — Impact on Credit Rating

... it would be unsound financial management to spend all available resources.
Standard and Poor’s rates municipalities that have an available fund balance of 4%
to 8% of their budget as “good” and those that have available funds in the 8% to
15% range as “strong”. Also, stabilization funds are “one-time” source of revenue.

FY10 Available Percent of Recommended Available for

Municipality
Barnstable
Bourne
Brewster
Chatham
Dennis
Eastham
Falmouth
Harwich
Mashpee
Orleans
Provincetown
Sandwich
Truro
Wellfleet
Yarmouth
Barnstable County

FY10 Total Budget
$162,174,811
$63,933,257
$38,841,541
$40,762,534
$50,733,426
$21,354,391
$116,016,687
$56,669,978
$52,368,715
$28,577,702
$27,888,232
$68,397,779
$16,835,667
$18,596,768
$78,798,218
$841,949,706

Resources
$22,013,862
$8,497,757
$5,732,077
$2,797,047
$3,828,403
$1,369,589
$2,271,065
$1,551,298
$5,193,997
$1,789,717
$1,692,267
$3,046,788
$2,254,139
$735,773
$2,401,608
$65,175,387

Budget
13.57%
13.29%
14.76%
6.86%
7.55%
6.41%
1.96%
2.74%
9.92%
6.26%
6.07%
4.45%
13.39%
3.96%
3.05%
7.74%

Reserves, 8%
$12,973,985
$5,114,661
$3,107,323
$3,261,003
$4,058,674
$1,708,351
$9,281,335
$4,533,598
$4,189,497
$2,286,216
$2,231,059
$5,471,822
$1,346,853
$1,487,741
$6,303,857
$67,355,976

Spending
$9,039,877
$3,383,096
$2,624,754

($463,956)

(S230,271)

($338,762)
($7,010,270)
($2,982,300)
$1,004,500

($496,499)

($538,792)
($2,425,034)

$907,286

($751,968)
($3,902,249)
($2,180,589)

Source: Donahue Institute, University
of Massachusetts. Data is for FY10
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Financial Capacity of Towns — “Pooling” Available Funds

At the lowest end of the “good” range — 4% reserves — Towns on Cape Cod could
collectively commingle and pool about $31.5 million per year for a wastewater
program. State law would need to change to allow the pooling concept, however.

FY10 Available

Percent of Recommended Available for

Municipality
Barnstable

Bourne
Brewster
Chatham
Dennis
Eastham
Falmouth
Harwich
Mashpee
Orleans
Provincetown
Sandwich
Truro
Wellfleet
Yarmouth
Barnstable County

FY10 Total Budget
$162,174,811
$63,933,257
$38,841,541
$S40,762,534
$50,733,426
$21,354,391
$116,016,687
$56,669,978
$52,368,715
$28,577,702
$27,888,232
$68,397,779
$16,835,667
$18,596,768
$78,798,218
$841,949,706

Resources
$22,013,862
$8,497,757
S5,732,077
S2,797,047
$3,828,403
$1,369,589
$2,271,065
$1,551,298
$5,193,997
$1,789,717
$1,692,267
S3,046,788
$2,254,139
$735,773
$2,401,608
$65,175,387

Budget
13.57%
13.29%
14.76%
6.86%
7.55%
6.41%
1.96%
2.74%
9.92%
6.26%
6.07%
4.45%
13.39%
3.96%
3.05%
7.74%

Reserves, 4%
$6,486,992
$2,557,330
$1,553,662
$1,630,501
$2,029,337

$854,176
$4,640,667
$2,266,799
$2,094,749
$1,143,108
$1,115,529
$2,735,911

$673,427

S743,871
$3,151,929
$33,677,988

Spending
$15,526,870
$5,940,427
$4,178,415
$1,166,546
$1,799,066
$515,413
($2,369,602)
($715,501)
$3,099,248
S646,609
$576,738
$310,877
$1,580,712
($8,098)
($750,321)
$31,497,399

Source: Donahue Institute, University
of Massachusetts. Data is for FY10
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The Commonwealth of Massachusetts and the Federal
Government Need to Help Cape Cod




Need for Federal and State Funding Assistance

“If we want to preserve Cape Cod and the money we have invested, we have to
act. Inaction is not an option....We cannot choose to do nothing or maintain the
status quo.”

 The Commonwealth of Massachusetts has long acknowledged the need to
help cities and towns construct, repair or replace water and wastewater capital
infrastructure. In 2011, a legislative commission found that, at a minimum,
unmet needs for wastewater infrastructure was almost S8 billion and for
drinking water $6.8 billion. We need to encourage the development of a
coalition of cities and towns with similar interests and goals.

e Cape Cod is a “cash cow” for the Commonwealth of Massachusetts — while
we are only 3.3% of the state’s population we contribute 4.04% of the state’s
annual tax revenue — $756.3 million in FY10.

e Compared to the many millions in tax revenue annually remitted to the
Commonwealth, the state annually sends just $33.7 million to the fifteen Cape
Cod towns in unrestricted local aid.




The Cape Needs Assistance to Protect Property Values

“Cape Cod is an awesome place to live, work, play and retire. As a Realtor, over
the years | have learned its all about the water .”

Increasing beach closings, fish kills, and pond and embayment deterioration point
to future tourism challenges and a negative impact on the Cape Cod economy.

* A 25% reduction in Cape Cod tax contributions will result in the state losing
almost $190 million in tax revenue every year and $9.5 billion over fifty years, plus
additional losses in local excise taxes received by Cape Cod towns.

* Due to Proposition 2%, real or perceived environmental degradation may result
in a lowering of real estate values for some which, in turn, would cause a shift of
taxes from properties on bodies of water to those properties which are not.

* Doing nothing has a cost, too. A serious, long-term and unresolved wastewater
environmental issue may result in a general, across-the-board drop in property
values. Just a 5% drop in Cape Cod property values translates into a loss of $4.13
billion, an amount roughly equal to the cost of the project.




The Federal Government Needs to Help Cape Cod

The federal Clean Water Act is the principal statute requiring the residents and
businesses on the Cape to meet federal wastewater mandates. In view of any
reasonable standard of affordability, it has a moral obligation to help the 215,000
people on Cape Cod who will pay for most of the project costs.

* The United States government provided $973 million in funding to repair and
construct wastewater facilities in the Greater Boston area. The federal government
conservatively paid between 21% to 25% of all MWRA wastewater capital costs.

* Notwithstanding the termination of its construction grant programs, the federal
government has made substantial contributions (i.e., “earmarks”) to other
wastewater capital projects, such as the cleanup effort for Chesapeake Bay, Lake
Champlain, Mexico, the Everglades and other projects across the country.

* The federal government has significant assets on Cape Cod which should be
protected. The Cape Cod National Seashore and the federal assets at the
Massachusetts Military Reservation are of substantial value to the United States.

We need to ask the federal government to contribute 25% of the capital cost
associated with our wastewater needs.




The State Government Needs to Help Cape Cod

In order to demonstrate where funding could derive, a “Menu of Revenue Options”
should be offered to the Commonwealth for its consideration. While no one option is
recommended, the possible revenue options should be based on three key criteria:

e That the revenue measure has state-wide applicability as it is not likely that the
state will simply act to solve the Cape’s problems alone

e That the measure is large enough to have a major impact on affordability as it
serves no purpose to fight for funding which is of little help

* That the revenue rests on a wide base of funding as any funding measures need to
be raised from the greatest number of individuals as possible

An exception to the criteria would be lesser revenue measures which may be used to
assist with rate relief for low-income households and not cause a shift of those costs
to other tax or rate payers.

We need our state government to provide the means to raise revenue equal to 25%
of the capital cost associated with the Cape’s wastewater program, plus funding
sufficient to permit 0% loans.
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Menu of Revenue Options
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Menu of Revenue Options — Suggested Measures

The suggested “Menu of Revenue Options” will be targeted to meet needed
expenditures to repair or build needed water and wastewater infrastructure. The
various suggested options for state consideration are:

Increase Motor Fuels Tax by 5 cents per gallon: 5 cents = $138.5 million per year

Create a 1 to 3 mill excise on water consumption: 1 mill = $82 million per year

Earmark new gaming revenue: 25% of revenue = $115 million per year

Earmark expected Internet sales tax: 25% of revenue = S84 million per year

Each measure would, if acceptable to the Commonwealth, create sufficient revenue
to have a major and positive impact in meeting statewide revenue needs for unmet
water and wastewater infrastructure projects. Additionally, the Commonwealth may
select an option to permit the Cape to borrow funds at 0% interest rate, resulting in a
substantial savings to Cape tax and rate payers.




Menu of Revenue Options — Low-Income Assistance

The suggested “Menu of Revenue Options” should also include a list of measures
producing less revenue, but targeted to provide relief for tax and rate payers. Some
work on a state-wide basis, others work best for the Cape alone.

Statewide Measures:
e Restructure boat values and tax = amount is uncertain

* Create Septic Improvement Fund with an excise tax of $200 per installation and $20
per pump-out = $3.9 million statewide annually

For Cape Cod Only:

* Increase Ferry Embarkation excise tax by $1.50 = $2.5 million annually for ferry traffic.

» Create Air Embarkation excise tax (equal to current federal embarkation fee) of $1.50
= $277,000 annually

» Re-dedicate existing local option meals and room occupancy excise taxes = $18.8
million annually




Menu of Revenue Options — Suggestions For Discussion

The suggested “Menu of Revenue Options” list also includes three important
items which need additional analysis and discussion with the Commonwealth.
They are:

e Create a program of business investment credits for state tax relief
* Pledge the Commonwealth’s “full faith and credit” for initial financings

e Commit to 0% interest for loans from Statewide Revolving Loan Fund

In addition to the menu of options, the legislation creating the revenue
measures should contain appropriate language to target the funds for water and
wastewater infrastructure projects and for tax and rate relief as designated. The
Cape needs to insure that any targeting language in legislation will achieve our
revenue or cost savings goals.




Cape Cod Needs to Help Itself
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Self-Help Decisions Will Save Money

What can we do to help ourselves? If we ask for aid from the federal and state
governments, what can we do to justify their financial assistance? Basically, we
have the ability to save significant dollars as a result of making two key decisions:

1. Choosing the appropriate organizational model.
2. Choosing to direct growth into non-nitrogen sensitive areas of Cape Cod.

The appropriate organizational model will reduce capital costs — we not need
numerous wastewater treatment facilities in every town and we need to focus on
shared watersheds; avoids some communities over-building and others under-
building; avoids additional costs by coordinating project timing.

Directing future development into primarily non-nitrogen sensitive parts of the
Cape avoids the need to build additional and expensive treatment facilities. Set a
firm goal of keeping future growth on Cape Cod to 15% over project period.

Both policy decisions, if selected, will save an estimated 51.2 billion.




Financial Impact on Property Owners: Measuring Success




Wastewater Program — Success Scenario

WASTEWATER CAPITAL COSTS, INTEREST ON DEBT AND TITLE 5 GRANTS (in billions)

Collection, Treatment, Disposal [If Town-By-Town and if 30% Growth] $5.303
Interest on Debt 1.358
Title 5 Grants .930
Highest Cost Scenario Total $7.591
Less Self-Help Savings [Choose Cape-wide effort and growth at 15%] (1.158)
Subtotal Prior to State and Federal Assistance $6.433
Less Title 5 Adjustment 191
Less State and Federal Assistance (2.000)
0% Interest on Debt (1.358)
REVISED TOTAL $3.266
Notes:

Assumes 54 billion in borrowings for base case, with 165,187 properties for capital costs and 74,050 properties for O & M costs;
Base case borrowings are assumed to be at 2%, with each issuance amortized over 30 years with debt issued every
other year for 50 years; 100% Title 5 grants for residential property owners to repair and replace septic systems




Wastewater Program — Annual Per Property Costs, Revised Case

AVERAGE ANNUAL PER PROPERTY COSTS

Collection, Treatment, Disposal [If Cape-wide and if 15% Growth] $395
Interest on Debt/Title 5 Grants [0% Interest] 136
O & M Costs 513
REVISED TOTAL $1,014

Notes:

100% Title 5 grants for residential property owners to repair and replace septic systems; Further savings possible by lowering
grant to a dollar for dollar match (50% grant);

Capital costs, debt service and Title 5 Grant program costs paid by all properties, growing in number over time; Operating
costs paid by properties receiving treatment, growing in number over time;

Average capital and operating costs based on mid-points of projected costs and number of properties on Cape Cod or
connected to system;

In addition, creating a monthly utility billing system will make managing household budget for wastewater utility costs easier

Success results in an annual per property savings of $591.00, a reduction of 36.2%
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