UOOA0103

Department of the Environment — PAYGO

Pay-As-You-Go Capital Budget Summary

($ in Millions)
FY 2008 | FY 2009 | FY 2010 | Percent DLS
Approp. | Approp. | Allowance| Change | Recommd
Water Quality Revolving Loan Fund $110.000$90.000| $106.000, 17.8%| $106.000
Drinking Water Revolving Loan Fund 19.745 32.079 13.000f -59.5% 13.000
Hazardous Substance Clean-up 0.850 1.000 0.000| -100.0% 0.000
Bay Restoration Fund — Wastewater 85.000143.000] 130.000 -9.1% 130.000
Bay Restoration Fund — Septic Systems 6.000 6.000 1.000| -83.3% 1.000
Total $221.595| $272.079] $250.000 -8.1%| $250.000
Fund Source
General $7.330  $8.445 $0.000| -100.0% $0.000
Special 79.526| 111.920] 141.591 26.5% 141.591
Federal 34.739 33.714 22.875| -32.1% 22.875
PAYGO Subtotal $121.595 $154.079] $164.466 6.7% | $164.466
Revenue Bonds 100.000 118.000 80.000, -32.2% 80.000
GO Bonds 0.000  0.000 5.534| 100.0% 5.534
Total $221.595| $272.079] $250.000 -8.1%| $250.000

Summary of Issues

Substantial Revolving Loan Fund Federal Stimulus Funding Expected@he American Recovery
and Reinvestment Act of 2009 is anticipated to translate into a stias@mount of funding for
water quality and drinking water improvements in Marylan@ihe Department of Legislative
Services (DLS) recommends that the Maryland Department othe Environment (MDE)
comment on the future expectation for federal capitalizatiorof the revolving loan funds after
the American Recovery and Reinvestment Act of 2009 no longer pralgs additional funding.

For further information contact: Andrew D. Gray

Phone: (410) 946-5530
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UOOA0103 — Department of the Environment — PAYGO

The Maryland Department of the Environment (MDE) should alsocomment on the status of
plans for meeting the stipulations of and disbursing revenuéom the American Recovery and
Reinvestment Act of 2009.

Movement in the Septic System Upgrade Prograffihe Bay Restoration Fund Septic Account has
received $29.4 million from the 60% allocation of the fee on septiersyssers. Of this amount,
$23.0 million has been appropriated. While encumbrances have increasbeé fprogram, only
$6.7 million has been expended, leaving $16.3 million still to be expended. edbenrfor this
limited expenditure appears to lie in how the program is desigb&d® recommends that MDE
comment on what it is doing to encourage counties to compleseptic system upgrades and
whether the county direct grant approach is the most effeste way to reach potential septic
system upgrade participants. DLS also recommends that a provisi be included in the Budget
Reconciliation and Financing Act of 2009 to transfer $5.0 million of By Restoration Fund —
Septic Account fund balance to the Cover Crop Program in ordeto backfill partially the
reduction of $10.0 million of reimbursable fund appropriation from the Chesapeake and
Atlantic Coastal Bays 2010 Trust Fund.

Bay Restoration Fund Decision Deadline Approache§he Bay Restoration Fund was created in
2004 primarily to provide grants for Enhanced Nutrient Removal (ENR)taoil reduction upgrades
at the State’s 66 major wastewater treatment plants. A fgrgdip is anticipated to develop in fiscal
2012 based on current revenue projections and project cd3tsS recommends that MDE
comment on what market conditions would favor a competitive ersus a negotiated sale and the
expected outcome of the requirement in House Bill 90 thahe Bay Restoration Fund Advisory
Committee make an annual recommendation on the appropriate fee assessrhincrease.
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Summary of Recommended Actions

1. Concur with Governor’s allowance.

Overview

MDE'’s fiscal 2010 pay-as-you-go (PAYGO) allowance includes $14ilBomin special
funds, $22.9 million in federal funds, $80.0 million in revenue bonds, and $5.5 niiliganeral
obligation (GO) bonds. The GO bonds replace an equivalent amount aflgénels. The
allowance represents a $22.1 million, or 8.1%, decrease from fiscal 2009.funding decrease is
largely due to decreases of $19.1 million in special funds for theking Water Revolving Loan
Fund and $13.0 million for the Bay Restoration Fund Wastewater prograese decreases partially
are offset by an increase of $16.0 million for the Water QuRlgyolving Loan Fund. The Drinking
Water Revolving Loan Fund and Water Quality Revolving Loan Fund are furitte@® bonds as a
match to the federal fund appropriation instead of the general funds used in psor year

Due to substantial unencumbered fund balances, the fiscal 2010 allosi@ee@ot include
any funding for the Hazardous Substance Clean-up Program and only #ibf far the Bay
Restoration Fund Septic Systems. The Hazardous Substanceu@l®aogram unencumbered fund
balance is attributable to project delays and completion of projetiisfunds remaining. Planned
projects for fiscal 2010 will be completed with unencumbered fundse Bay Restoration Fund
Septic Systems program unencumbered fund balance is attribubedtéd interest in septic system
upgrades.

MDE has administrative expenses associated with the two loan &mti8ay Restoration
Fund-supported programs. MDE includes salaries and fringe benefits, as nati-aalary expenses,
in the direct expenses. Non-salary expenses include contraatviaks such as a financial advisor, a
bond counsel, and an accountant/auditor, as well as office supplies andlsjatavel, training, and
professional memberships. Indirect expenses are charged at appebxigiad6% of salary and
fringe benefits for federal funds and at approximately 13.16% spaltial fund expenses. The State
is required to provide a 20.0% match for federal funds under both revobangfinds. No State
match is required for direct federal administrative expensesruh@ Drinking Water Revolving
Loan Fund.

Analysis of the FY 2010 Maryland Executive Budget, 2009
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Overview Issues

1.  Substantial Revolving Loan Fund Federal Stimulus Fading Expected

The American Recovery and Reinvestment Act of 2009 is anticipatevide a substantial
amount of funding for water quality and drinking water infrastructorprovements in Maryland.
The two primary federal funding sources for water policy areCllean Water State Revolving Loan
Fund and the Drinking Water State Revolving Loan Fund. A summary dfvtheevolving loan
funds and American Recovery and Reinvestment Act of 2009 actions is shdxhibit 1. The
State would benefit from approximately $96.3 million in additional funftingvastewater treatment
plant improvements and $27.0 million for water treatment plant improvemdite federal stimulus
funding is one-time and must be obligated to projects ready td starstruction by
February 16, 2010, or else the funding will be reallocated to other.stdf@E’s application process
for the federal stimulus funding ends February 28, 2009, with project lists reaatyyiharch.

Exhibit 1
Water Quality and Drinking Water Funding
Fiscal 2009
State Estimated
Federal Fund History/Purpose Connection Additional Stimulus State Share
Clean Water Created by the amendment&Vater Quality  $4.0 billion (of which ~ $96.3 million
State Revolving to legislation in 1977 that Revolving approximately 1.0%, (approximately
Fund led to the Clean Water Act, Loan Fund or $40.0 million, is for 2.45% of
which set water quality administration) $3.96 billion)

standards and funded
construction of sewage
treatment plants

Drinking Water  Created by the amendment®rinking Water $2.0 billion (of which  $27.0 million

State Revolving to legislation in 1996 that Revolving approximately 1.0%, (approximately

Fund led to the Safe Drinking Loan Fund or $20.0 million, is for 1.38% of
Water Act, which finances administration) $1.98 billion)
infrastructure

improvements for drinking
water systems

Source: Department of Legislative Services
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Requirements

A draft plan issued by the U.S. Environmental Protection AgencthéoAmerican Recovery
and Reinvestment Act of 2009 includes the following funding requirements:

. Prevailing Wages — laborers and mechanics shall be paid veagedevel similar to the
prevailing wages in the community as determined by the U.S. Secretaabmt

. Material Requirements — public building or work construction must be mmeaieed with iron,
steel, and manufactured goods produced in the United States unless a waiverad.recei

o Reporting — key project characteristics and milestones mustpoeted no less than monthly
by the State.

o Matching — matching requirements are waived.

. Transfers — the intent to transfer funding between the two fundsbawsated in the State’s
intended use plan.

. Environmentally Innovative Activities — given sufficient project apgiions, not less than
20% of funds must be used for green infrastructure, water or enféigggney improvements,
or other environmentally innovative activities.

. Subsidization — the State must use at least 50% of the funds togealddional assistance to
eligible recipients by way of loan principal forgiveness, negativedstéoans (total payments
less than the principal of loan), and grants.

. Timing — the grant awards are anticipated to be issued withiny80afdhe enactment of the
American Recovery and Reinvestment Act of 2009 and then must be ttechioi eligible
projects within12 months of enactment.

MDE in turn has created its own list of stipulations for how theeAcan Recovery and
Reinvestment Act of 2009 funding may be used. These stipulatiolslenthe provision that the
project is ready to proceed for design or construction withiflBamonth period, is included in the
county water and sewerage plan, and is consistent with the Pifonity Area law and Priority
Places.

Impact to State

The impact of the funding increase to the State is anticipatéeé tghort-term in terms of
project funding It is anticipated that the federal funding il made available over two to three
years, starting in mid-April 2009, with the funding received inhefzgacal year required to be spent
within a 12-month period. The lack of a matching requirement meanshthdunding will flow
through the State budget but not require any additional State coemithresources. Overall, the

Analysis of the FY 2010 Maryland Executive Budget, 2009
5



UOOA0103 — Department of the Environment — PAYGO

funding is anticipated to reduce project backlogs and provide for jebti@t and creation but is not
expected to alleviate the State revenue shortfall.

DLS recommends that MDE comment on the future expectan for federal
capitalization of the revolving loan funds after the American Rcovery and Reinvestment Act of
2009 no longer provides additional funding. MDE should also commeé on the status of plans
for meeting the federal stipulations for disbursing revenuegrom the American Recovery and
Reinvestment Act of 2009.

2. Movement in the Septic System Upgrade Program

The Bay Restoration Fund Septic Account has received $29.4 milliontfre 60% allocation
of the fee on septic system users through January 31, 2009. @fbisit, $23.0 million has been
appropriated. While encumbrances have increased for the program$eiil million has been
expended, leaving $16.3 million still to be expended. The reasohnisdimbited expenditure appears
to lie in how the program is designed.

The program has been designed to be flexible in order to maegiog needs. It is divided
into the following components:

. MDE Direct Grants — the direct delivery of services componenttich interest is solicited
from individuals and businesses across the State that may notabedl@c a county that is
providing grant awards; and

. County Grant Awards — the request for proposals component in wherfuast for proposals
is issued by MDE to county public health departments for a two-yest cycle whereby
counties are reimbursed by MDE as projects are completed.

Interest Obstacle

The main obstacle to disbursement of funding appears to be a latkretst from the public
or perhaps the lack of active solicitation of interest in septitesn upgrades. MDE intends to
address the interest obstacle by creating a list of authsegtc system vendors and installers for
the public to use and contracting for a social marketing study.E'®MDngoing efforts to increase
interest include the following:

. Training — held four trainings for MDE field staff about the Waggeof the Septic System
Upgrade Program.

o State Demonstration Projects — identified State-owned fasildit University of Maryland
Center and Jefferson Patterson Park for upgrades that were toorbpleted by
December 30, 2008, and intends to work with the Department of NatusaluRes on
upgrading its greater than 100 septic systems.

Analysis of the FY 2010 Maryland Executive Budget, 2009
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) Direct Mail, Radio Advertising, Media Contact — identified allitiCal Area properties on
septic systems and in the process of sending postcards to thetipspivertised on the
radio, and worked with local newspapers.

o Targeting Large Systems — notified individual State dischargeipéolders of funding
availability.

MDE reports that septic system applications have increasedS0 per month to greater than
150 per month, perhaps as a result of the outreach efforts. HoweweéMBE's outreach appears
to be geared toward increasing interest in the MDE direct gaactsloes not appear to have a direct
nexus with the $14.5 million awarded to the counties for the county gnartds component of the
program.

DLS recommends that MDE comment on what it is doing to reeourage counties to
complete septic system upgrades and whether the countyrett grant approach is the most
effective way to reach potential septic system upgrade partfmants. DLS also recommends that
a provision be included in the Budget Reconciliation and Fiancing Act of 2009 to transfer
$5.0 million of Bay Restoration Fund — Septic Account fund balancéo the Cover Crop
Program in order to backfill partially the reduction of $10.0 million of reimbursable fund
appropriation from the Chesapeake and Atlantic Coastal Bays 2010 Trust Fund.

3. Bay Restoration Fund Decision Deadline Approaches

The Bay Restoration Fund was created in 2004 primarily to provatesgfor ENR pollution
reduction upgrades at the State’s 66 major wastewater tregptaatd. The fund is financed by a
bay restoration fee on users of wastewater treatmentif#ind septic systems and sewage holding
tanks. A funding gap is anticipated in fiscal 2012 based on cuseehue projections and project
Ccosts.

Revenue Bonds Issued

To expedite the ENR upgrades at the 66 major wastewatéméngtaplants, MDE issued
$50.0 million in bonds in June 2008, backed by revenue under this program. nwéD&ed to issue
bonds in fiscal 2009 until it was realized that there is adeduating to finance the projects in
fiscal 2009. In total, the program plans to issue $530.0 million in revenue bonds through fiscal 2012.

DLS has analyzed the first negotiated (similar to a solgce procurement) revenue bond
issuance and has found that Bay Restoration Fund bonds are sirtfilar3tate’s general obligation
bonds. Therefore, DLS has recommended that the next Bay Restdfatid revenue bond issuance
be conducted as a competitive sale. MDE has responded that asdl the decision on market
conditions and the recommendations of the financial advisor in consultation with tind@ ®tsurer’s
Office.

Analysis of the FY 2010 Maryland Executive Budget, 2009
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Funding Gap Projected

Current estimates suggest that the funding provided from PA3fi&0ial funds and revenue
bonds will not be able to meet the goal of upgrading the 66 majoewest treatment plants
because the cost has increased from $1.040 billion to $1.113 billion. Téwseie bonds, in
addition to revenues expended from the fund as PAYGO special funds, wadlgpproximately
$868.0 million of the $1.113 billion upgrade cost, a difference of $245.0 million.

At this point, it is unclear how this funding gap will be resolvéd.couple of suggestions
have been provided by the Bay Restoration Fund Advisory Committeglimglincreasing the bay
restoration fee, reducing the ENR upgrade grant, reprioritizinggtspjend using fees to make debt
service payments on bonds issued by local governments ENR upgrdade oddministration
legislation (House Bill 90 — Department of the Environment — Bagtétation Fund and Bay
Restoration Fee) has been introduced in the 2009 session. One avis®ps of the legislation is
to require the Bay Restoration Fund Advisory Committee to makenanal recommendation as to
the appropriate restoration fee assessment increase to migeativeng needs of the Bay Restoration
Fund.

DLS recommends that MDE comment on what market conditionswould favor a
competitive versus a negotiated sale, and the expected out@nof the requirement in
House Bill 90 that the Bay Restoration Fund Advisory Committee ma& an annual
recommendation on the appropriate fee assessment increase.

Analysis of the FY 2010 Maryland Executive Budget, 2009
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Water Quality Revolving Loan Fund (Statewide)

PAYGO SF $86,208,000 Recommendation:  Approve
PAYGO FF $16,500,000
GO Bond $3,292,000

Program Description: The Water Quality Revolving Loan Fund (WQRLF) was created dwige
low-interest loans to counties and municipalities to finance veptality improvement projects. The
fund was established by the federal government in the Clean Witef 1987 and by the State of
Maryland in Sections 9-204 and 9-1604 of the Environment Article to refiladederal construction
grants program that was phased out. Projects eligible for fundeigde wastewater treatment
plants; failing septic systems; and non-point-source projects, agsicarban stormwater control
projects. The federal act requires a 20% state match. Ascéniber 31, 2008, WQRLF had
executed approximately $1.3 billion in low-interest loans.

WQRLF projects are prioritized based on a U.S. Environmental ddmteAgency-approved
Integrated Project Priority System. In accordance with dgtem, projects meeting the minimum
requirements are rated and ranked based on criteria including proposext pesjefits and water
quality improvement. The second priority ranking phase uses the eewumts in Environment
Article 9-345 and 9-348 an@dode of Maryland Regulations 26.03.08 that outline specific criteria for
considering, among other things, the severity of water quality pnshleeadiness to proceed,
cost-effectiveness of nitrogen reduction, and expenditure rates. reshiing scores are used to
prioritize projects.

Prior Authorization and Capital Improvement Program

Authorization Request

($ in Millions)
2008 2009 2010 2011 2012 2013 2014
Fund Source Approp. Approp. | Allowance| Estimate | Estimate | Estimate | Estimate
PAYGO GF $4.240 $5.180 $0.000 $0.000 $0.000 $0.000 $0.000
PAYGO SF 34.58d 28.920 86.208 60.200 60.200 60.200 60.200
PAYGO FF 21.180 25.900 16.500 16.500 16.500 16.500 16.500
GO Bonds 0.00¢ 0.000 3.292 3.300 3.300 3.300 3.300
Revenue Bonds 50.00 30.000 0.000 0.000 0.000 0.000 0.000
Total $110.000, $90.000| $106.000] $80.000{ $80.000 $80.000| $80.000

Analysis of the FY 2010 Maryland Executive Budget, 2009
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WQRLF'’s fiscal 2010 allowance totals $106.0 million and is comprise®B6f2 million in
special funds, $16.5 million in federal funds, and $3.3 million in revenue bdwdgeneral funds
are included in the allowance; therefore, the $3.3 million in geobfiglation (GO) bonds represents
the required 20% State match for the federal funds. The @80%al Improvement Program (CIP)
assumes that GO bonds will be provided in future years to neget f8atching requirements, which
is a change from the assumption in the 2008 CIP that general funds pvovide the State match. If
the federal funding level changes in the future, the GO bond mgtcdmnount will require
adjustment.

A total of 21 projects would be funded during fiscal 2010 in the followurgsdictions:
Allegany (6), Anne Arundel (1), Baltimore City (1), Calvert,(€paroline (1), Carroll (1), Charles (2),
Harford (1), Howard (1), Montgomery (1), Prince George’s (2)shifggton (1), and Worcester (1).
These projects would involve expanding wastewater treatment pegpdsity, upgrading wastewater
treatment plants, extending and rehabilitating public sewermgst@nd correcting combined sewer
overflow problems.

The Maryland Department of the Environment (MDE) initially prtgecthe need to issue
$30.0 million in revenue bonds in May fiscal 2009 in order to meet high WQ@Rhtand. However,
MDE notes that the federal stimulus funding from the Americaro¥Ray and Reinvestment Act of
2009 will obviate the need for this revenue bond issuance. Howeve&Q@deClean Water Needs
Survey indicates that there is a need of $5.4 billion for point-sourstewater infrastructure projects
and $680.0 million for nonpoint-source projects. The data collection for ldem GVater needs
Survey will end in June 2009; however, survey completion by the U.S. Envintainirotection
Agency is not expected for another 12-18 months after June Z0G® Department of Legislative
Services recommends that MDE comment on how much of theeed identified in the current
Clean Water Needs Survey is for projects that are ready to proceed.

Analysis of the FY 2010 Maryland Executive Budget, 2009
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Water Quality Revolving Loan Fund Data (Statewide)

Fund History

FY 2008 Actual

FY 2009 Estimated

FY 2010 Estimated

Beginning Balance -$1,577,644 $71,053,431 $84,029,357
Revenue

General Funds $4,240,000 $5,180,000 $0

General Obligation Bonds 0 0 3,292,000
Federal Funds 21,179,467 25,885,926 16,500,000
Revenue Bonds — WQFA 50,000,0p0 30,000,000 0

Investment and Other Income 10,884,298 11,500,000 12,000,000
Loan Repayments and Interest 66,540,855 70,000,000 74,000,000

Total Revenue

$152,844,620

$142,565,926

$105,792,000

Total Available $151,266,976 $213,619,357 $189,821,357
Encumbrances

Net Loans (including closeout adjustments)* $65,042,/402 $110,000,000 $106,000,000
Revenue Bond Debt Service 11,942,094 12,000,000 12,000,000
Revenue Bond Debt Service Reserve 0 4,200,000 6,600,000
Operating Expenses 3,229,049 3,390,000 3,560,000
Total Encumbrances $80,213,545 $129,590,00Q $128,160,000
Ending Balance $71,053,431 $84,029,357 $61,661,357

*Loans made as of 12/31/08 = $19.04 million (4 pots)

The fund data reflects a negative opening balance for the WQRIi€h) v& due to fiscal 2007
loan encumbrances being higher than the available fund balanD& nigtes that this situation did
not result in a cash flow deficit because expenditures lag behind encumbrances.

The fund data also reflects a significant decrease in ackas lin fiscal 2008 ($65.0 million)
relative to the fiscal 2008 appropriation of $110.0 million.

Analysis of the FY 2010 Maryland Executive Budget, 2009
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construction start delays, which meant that certain loans werexeotited. In addition, the loans
made in fiscal 2009 as of December 31, 2008, ($19.04 million) are alelvlihe loans made at the
same time last year ($35.5 million). MDE indicates that fhartially may be explained by local
governments putting projects on hold in the anticipation of receivingggoa lower interest rates due
to the federal stimulus package funding.

Program Analysis and Performance

As illustrated inExhibit 2, sewer overflows increased between fiscal 2007 and 2008 despite a
downward trend since fiscal 2004. Information previously reported orrseverflows compared
data for fiscal 2002 and beyond with fiscal 2001, a particularly day. y8eginning in fiscal 2006,
MDE used a three-year average (2003 through 2005) of 521.8 million galltsisg this new base
comparison, MDE estimates that the overflow gallons were redudédr@ative to the three-year
average in fiscal 2008. Fiscal 2008 overflows increased due to staatrsaused power failures to a
Washington Suburban Sanitary Commission pumping station, which resuéiestires of overflows.
Exhibit 1 shows that further reductions in sewer overflows are gieajen the out-years. MDE has
noted that funding levels for sewer rehabilitation and the amountrdaltadetermine future sewer
overflow reductions.MDE should be prepared to brief the committees on the ovell status of
redundant energy systems at wastewater treatment plants andhat role the aging collection
system infrastructure for wastewater treatment plants willhave on the ability to further reduce
sewer overflows in the future.

Exhibit 2

Sewage Overflow
Fiscal 2001-2010

800 -
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Source: Governor’'s Budget Books, Fiscal 2005-2010
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Recommended Actions

1. Concur with Governor’s allowance.
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Fiscal 2010 Proposed Projects

Subdivision

Estimated

Project Title Cost

Allegany

Allegany

Allegany

Allegany

Allegany

Allegany

Anne
Arundel

Baltimore
City

Calvert

Prior Auth.

Amount

Future

Request

Total
State

Share
(%)

Bedford Road and
Jennings Run —
Sewer Rehabilitation
Project Study

$1,310,000

Braddock Run Sewer
Rehabilitation
Project

1,500,000

Cedar Street Sewer
Rehabilitation
Project

750,000

Cumberland
Combined Sewer
Overflow

47,000,000

Eckhart Sewer
Rehabilitation Study

525,000

Grahamtown
Sanitary Sewer
Rehabilitation
Project

1,000,000

Cox Creek
Wastewater
Treatment Plant
Upgrade

155,011,000

Lower Stoney Run 40,440,441
Interceptor — Sewer
Rehabilitation

Project

Calvert Industrial
Park — Wastewater
Treatment Plant
Upgrade

1,180,000

Analysis of the FY 2010 Maryland Executive Budget, 2009
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$1,135,000

300,000

$175,000

500,000

700,000

1,500,000

500,000

500,000

8,250,000

8,084,000

733,000

500,000

100.0%

33.3%

93.3%

4.9%

95.2%

50.0%

5.3%

20.0%

62.1%



Subdivision
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Project Title

Calvert

Caroline

Carroll

Charles

Charles

Harford

Howard

Montgomery

Prince
George’s

Chesapeake Beach
Wastewater
Treatment Plant
Upgrade

Ridgely Wastewater
Treatment Plant
Upgrade

New Windsor
Wastewater
Treatment Plant —
BNR Upgrade

Benedict Central
Sewer Collection
and Treatment
System

La Plata Wastewater
Treatment Plant
Upgrade

Aberdeen
Wastewater
Treatment Plant
Upgrade

Little Patuxent
Wastewater
Treatment Plant
Upgrade

Seneca Wastewater
Treatment Plant
Upgrade

Parkway Wastewater
Treatment Plant
Upgrade

Total
State
Estimated Future Share
Cost Prior Auth. Amount Request (%)
19,291,243 - 8,809,000 - 45.7%
1,700,000 - 1,500,000 - 88.2%
3,500,000 - 1,000,000 — 28.6%
7,193,000 - 3,597,000 - 50.0%
30,245,000 1,451,000 13,630,000 - 49.9%
22,980,000 - 7,750,000 - 33.7%
74,000,000 - 24,079,000 - 32.5%
25,000,000 - 2,439,000 - 9.8%
18,800,000 - 7,200,000 - 38.3%
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Project Title

Prince

George’s

Washington

Worcester

Total

Western Branch
Wastewater
Treatment Plant
Upgrades

Salem Avenue
Collection System
Rehabilitation
Project

Snow Hill
Wastewater
Treatment Plant —
Nutrient Removal
and Expansion

BNR: biological nutrient removal

Total
State
Estimated Future Share
Cost Prior Auth. Amount Request (%)
55,000,000 - 8,054,000 - 14.6%
1,050,000 - 1,000,000 - 95.2%
15,000,000 - 6,000,000 - 40.0%

$522,475,684

$2,886,000 $106,000,000 $500,000
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Fiscal 2009 Proposed Projects

Subdivision

Allegany

Allegany

Allegany

Anne
Arundel

Baltimore
City

Baltimore

Baltimore

Cecll

Charles

Charles

Frederick

Estimated

Project Title Cost
Cumberland Enhanced $40,078,043
Nutrient Removal
Cumberland Combined 47,000,000
Sewer Overflow
George’s Creek 28,664,919
Wastewater Treatment
Plant Improvements
Sylvan Shores — Public 3,118,092
Sewer Service Extension
Patapsco Wastewater 6,300,000
Treatment Plant —
Gravity Sludge
Thickener Renovation
Hernwood Landfill — 1,275,000
Leachate Collection
System

Patapsco Wastewater 6,300,000
Treatment Plant —
Gravity Sludge
Thickener Renovation
Perryville Enhanced 13,760,078
Nutrient Removal

La Plata Wastewater 30,245,000
Treatment Plant Upgrade

Mt. Carmel Woods
Wastewater Treatment
Plant Upgrade

5,272,000

Ballenger Creek Plant 151,600,000
Expansion — Enhanced

Nutrient Removal

Prior Auth.

Amount

$773,500

$11,257,000

300,000

9,100,000

2,346,000

1,920,000

1,000,000

4,080,000

6,200,000

1,451,000

2,090,000

49,621,000
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Future
Reguest

Total
State

$2,000,000

13,630,000

Share

%

28.1%

4.9%

31.7%

75.2%

30.5%

78.4%

64.8%

45.1%

49.9%

54.3%

32.7%



Subdivision

Montgomery

Prince
George’s

Prince
George’s

St. Mary’s

Talbot

Washington

Washington

Washington

Total

UOOA0103 — Department of the Environment — PAYGO

Estimated
Project Title Cost

Rockville Southlawn 1,500,000
Lane — Sewer Extension
Project
Bowie Enhanced 8,190,000
Nutrient Removal
Western Branch 5,400,000
Wastewater Treatment
Plant Filter Upgrades

Oliver Drive — Public 137,000
Sewer Service Extension

Talbot County/ 3,063,000
Martingham Utilities
Cooperative Wastewater
Treatment Plant
Improvements

Conococheague 33,177,000
Wastewater Treatment
Plant ENR Expansion

Hagerstown Wastewater 8,000,000
Treatment Plant —
Disinfection Upgrade
Phase 3B

Hagerstown Wastewater 3,350,000

Treatment Plant —
Headworks Improvement
Phase 4

$396,430,132

ENR: enhanced nutrient removal
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Prior Auth. Amount

- 1,146,000

- 1,400,000

- 4,000,000

- 137,000

- 1,750,000

- 1,652,000

- 7,550,000

- 3,000,000

Future
Reguest

Total

State

Share
%

76.4%

17.1%

74.1%

100.0%

57.1%

5.0%

94.4%

89.6%

$773,500 $110,000,000 $15,630,000



UOOA0103 — Department of the Environment — PAYGO

Drinking Water Revolving Loan Fund (Statewide)

PAYGO SF $4,383,000 Recommendation:  Approve
PAYGO FF $6,375,000
GO Bond $2,242,000

Program Description: The Drinking Water Revolving Loan Fund (DWRLF) was establisimed i
accordance with a federal capitalization grant approved by Cssgrel996 in anticipation of future
federal capitalization grants. This program was authorizethéyGeneral Assembly in 1993 to
provide loans to counties and municipalities to finance water supplpwaments and upgrades. In
accordance with the federal legislation, these funds mayelémaned to private parties. The federal
act requires that a minimum of 20% of State matching funds fdr gear’s federal capitalization
grant be deposited into the fund. As of December 31, 2008, DWRLF had ekeppi@ximately
$144.2 million in low-interest loans.

Similar to the Water Quality Revolving Loan Fund, DWRLF prgeate prioritized based on
an U.S. Environmental Protection Agency-approved Drinking Water Projemity? System that
focuses on many criteria, the most important being public health benefit.

Drinking Water Revolving Loan Fund Prior Authorization and
Capital Improvement Program

Authorization Request

($ in Millions)
2008 2009 2010 2011 2012 2013 2014
Fund Source Approp. Approp. | Allowance| Estimate | Estimate | Estimate | Estimate
PAYGO GF $2.240 $2.265 $0.000 $0.000 $0.000 $0.000 $0.000
PAYGO SF 3.946 4.000 4.383 4.000 4.000 4.000 4.000
PAYGO FF 13.559 7.814 6.375 7.850 7.850 7.850 7.850
GO Bonds 0.00( 0.000 2.242 2.300 2.300 2.300 2.300
Revenue Bonds 0.000 18.000 0.000 0.000 0.000 0.000 0.000
Total $19.745 $32.079 $13.000 $14.150 $14.150| $14.150 $14.150
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UOOA0103 — Department of the Environment — PAYGO

The fiscal 2010 DWRLF allowance totals $13.0 million and is coragrigf $4.4 million in
special funds, $6.4 million in federal funds, and $2.2 million in gémdgation (GO) bonds. No
general funds are included in the allowance; therefore, the $#i@nnim GO bonds represents the
required 20% State match for the federal funds. The ZR®tal Improvement Program (CIP)
assumes that GO bonds will be provided in future years to neget f8atching requirements, which
is a change from the assumption in the 2008 CIP that general funds prvovide the State match. If
the federal funding level changes in the future, the generaatibh bond matching amount will
require adjustment.

A total of 10 projects are scheduled to be funded during fiscal 2016hwlould improve
water services in 8 different jurisdictions as follows: @g#lay (1), Calvert (2), Cecil (1),
Frederick (1), Garrett (1), St. Mary's (2), Washington (1), anac¢dnico (1). The GO fund
allowance is based on $829.0 million in anticipated federal funds t@lia@iwater supply revolving
loan funds throughout the United States. Maryland’s share of this)abéimount is estimated to be
$11.2 million, requiring a $2.2 million State match. Up to 31% of the $11.2millederal
appropriation may be used for nonproject set-asides. Nonprojecticed-ase budgeted in the
Maryland Department of the Environment’s (MDE) operating budget estimates for its categories
follow: 15% for Local Assistance/Other State Projects; 1@% Safe Drinking Water Program
Support; 4% for DWRLF Administration; and 2% for Technical Assistance for Sysiems.

The 2003 Drinking Water Needs Survey is anticipated to be updatearlin2009. The
2003 survey indicated that Maryland has needs of $3.96 billion. MDEveec#&an solicitation
requests for $101.3 million for fiscal 2010he Department of Legislative Services recommends
that MDE comment on when the 2003 Drinking Water Needs Surveypdate will be completed
and the expected revision to Maryland’s needs.
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Drinking Water Revolving Loan Fund Data

Fund History

FY 2008 Actual FY 2009 Estimated FY 2010 Estimate
Beginning Balance $10,106,138 $4,047,546 $3,838,546
Revenue
General Funds $2,240,000 $2,265,000 $0
General Obligation Bonds 0 0 2,242,000
Revenue Bonds 0 18,000,000 0
Federal Funds 13,557,577 7,814,000 6,375,400
Investment and Other Income 1,193,213 1,200,000 1,200,000
Loan Repayments and Interest 4,724,231 5,000,000 5,300,000
Total Revenue $21,715,021 $34,279,000 $15,117,400
Total Available $31,821,159 $38,326,546 $18,955,946
Encumbrances
Loans* $27,193,470 $32,079,000 $13,000,000
Operating Expenses 580,143 609,000 639,000
Debt Service Reserve 0 1,800,000 1,800,000
Total Encumbrances $27,773,613 $34,488,000 $15,439,000
Ending Balance $4,047,546 $3,838,546 $3,516,946

*Loans made as of 12/31/08 = $3.57 million (2 pctge.

The fund data reflects a significant increase in fiscal 2@08hkloans ($27.2 million) relative
to the fiscal 2008 appropriation of $14.0 million. However, the loans emdéDecember 31, 2008,
($3.6 million) are well below the loans made a year ago of $23libmil MDE indicates that this
partially may be explained by local governments putting projentiold in the anticipation of
receiving grants or lower interest rates due to the fed@mallsis package funding. MDE has moved
the fiscal 2009 revenue bond issuance to fiscal 2010 or later due smttbipated availability of
federal stimulus funding.
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Program Analysis and Performance

As illustrated inExhibit 3, the measure for the percent of Marylanders served by public wate
systems in significant compliance with State regulations adopted002 decreased between
fiscal 2007 and 2008 to 89%. The decrease is attributable teeelfedthange in the enforcement
procedure whereby water systems are now penalized for a tdchinieéion if they do not submit
test results to MDE by a certain deadline. In the outsydhe percent of Marylanders is anticipated
to return to the historical level of approximately 97%.

Exhibit 3
Marylanders Served by Public Water Systems in

Significant Compliance
Fiscal 2003-2010

100% -

90% -
80% -
70% -
60% -
50% - —
40% - —
30% - —
20% - —
10% - —
0% - ‘ ‘ ‘ ‘ ‘ ‘

2003 2004 2005 2006 2007 2008 2009 2010
Est. Est.

Fiscal Years

Note: In fiscal 2008, the federal government addg more restrictive definition of compliance; lewer, health-based
compliance remained 99.2%.

Source: Governor’'s Budget Books, Fiscal 2006-2010
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Recommended Actions

1. Concur with Governor’s allowance.
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Fiscal 2010 Proposed Projects

Subdivision

Allegany

Calvert

Calvert

Cecil

Frederick

Garrett

St. Mary’s

St. Mary’s

Washington

Wicomico

Total

Project Title

Ridgedale Reservoir
Replacement

Dares Beach/Chesapeake
Heights — New Well

East Prince Frederick —
New Tower, Well, and
Arsenic Treatment

Whitaker Woods Water
System

Walkerville Backup Water
Supply Connection

Mountain Lake Park
Water System
Improvements

Hollywood Water System —
New Well

Hollywood Well Arsenic
Remediation

West End Reservoir Tank
Phase Il

Salisbury — New Elevated
Water Tower

$22,109,030 $1,570,000

Estimated

Cost

$4,876,280

652,500

2,000,000

2,040,000

2,408,500

968,250

300,000

571,000

4,992,500

3,300,000

Prior
Auth.

1,570,000

$13,000,000
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Total
Future State
Amount  Request Share (%)
$1,500,000 - 63.0%

500,000 - 76.6%
1,000,000 - 50.0%
1,350,000 - 66.2%
500,000 - 20.8%
756,000 - 78.1%
260,000 - 86.7%
516,000 - 90.4%
4,000,000 - 80.1%
2,618,000 - 79.3%



UOOA0103 — Department of the Environment — PAYGO

Fiscal 2009 Projects Status

Subdivision

Allegany

Allegany

Allegany

Baltimore City

Carroll

Cecll

Cecil

Queen Anne’s

St. Mary’s

Talbot

Washington

Worcester

Total

Estimated
Project Title Cost

Bowman'’s Addition $2,545,000
Water Project — Phase 2

Ridgedale Reservoir 4,876,280
Replacement

Westernport Water 5,353,470
Treatment Plant Upgrade

Montebello Plant 2 — 36,000,000
Finish Water Reservoir

Improvements

Taneytown Baltimore 3,200,000

Street Water Main
Replacement

North East Water System 2,200,000
— Water Storage Tank

Upgrade
Perryville Water 14,500,000
Filtration and Storage
Tank
Centreville — New 5,900,000

Arsenic Treatment Plant,
Distribution and Storage
Improvements

St. Clement’s Shores 420,000
Backup Well

Oxford Arsenic Removal 1,100,000

Fahrney-Keedy Home 1,013,527
and Village Water
Treatment Plant Upgrade

Newark Sanitary Service 689,000
Area — New Water
Storage Tank

$77,797,277

Prior
Auth. Amount

Total
Future State
Request Share (%)

- $1,542,000

- 1,570,000

- 2,500,000

- 4,401,231

- 3,200,000

- 2,000,000

- 9,753,769

- 4,400,000

- 300,000

- 1,100,000
- 927,000

- 385,000

$32,079,000

- 60.6%

1,500,000 63.0%

- 46.7%

- 12.2%

- 100.0%

- 90.9%

- 67.3%

- 74.6%

- 71.4%

- 100.0%
- 91.5%

- 55.9%

$1,500,000
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Bay Restoration Fund — Wastewater Projects (Statewide)

PAYGO SF $50,000,000 Recommendation:  Approve
Revenue Bonds $80,000,000

Program Description: The Bay Restoration Fund (Chapter 428 of 2004) was created to atldress
significant decline in Chesapeake Bay water quality due teo-@wéchment of nutrients such as
phosphorus and nitrogen. This dedicated fund, financed in large paddbgwater treatment plant
(WWTP) users, will be used to upgrade Maryland’s 66 major WWTHRs &nhanced nutrient
removal (ENR) technology so they are capable of achievingewattr effluent quality of

3 milligrams per liter (mg/L) total nitrogen and 0.3 mg/L tgithosphorus. Revenue from this fund
will also support upgrades to sewer infrastructure and septic systems.

The Bay Restoration Fund — Wastewater Projects programnalhigiincorporated two
programs: Enhanced Nutrient Removal and Sewer Rehabilitation. S&her Rehabilitation
Program’s goal was to ensure a safe and adequate sevestrirdture, as required by the Clean
Water Act, and it received final funding in fiscal 2009. The fundatigcated to the Sewer
Rehabilitation Program is now budgeted in the Maryland DepartmehedEnvironment’s (MDE)
operating budget for operations and maintenance of wastewaatmént plants upgraded to ENR
status. In its place, $500,000 is budgeted in the operating budget fotiaparal maintenance of
WWTPs upgraded to ENR status.

The ENR program provides grants to local governments to inditliie technology at the 66
largest WWTPs in Maryland. Overall, upgrading these WWTHge&duce nitrogen loading to the
Chesapeake Bay and its tributaries by an additional 7.5 million popeds/ear, representing
approximately one-third of the additional reduction needed for Marylaneach its commitment
under the2000 Chesapeake Bay Agreement.
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Bay Restoration Fund — Wastewater Projects Prior Authorization
and Capital Improvement Program

Authorization Request

($ in Millions)
2008 2009 2010 2011 2012 2013 2014
Fund Source Approp. Approp. | Allowance| Estimate | Estimate | Estimate | Estimate
PAYGO SF $35.000 $73.000f $50.000, $45.000, $27.000 $3.000 $3.000
Revenue Bonds 50.000 70.000 80.000f 150.000, 180.000 0.000 0.000
Total $85.000, $143.000, $130.000, $195.000, $207.000 $3.000 $3.000

The fiscal 2010 ENR allowance of $130.0 million ($50.0 million in speaiad$ and
$80.0 million in revenue bonds) would be used to construct ENR upgrades ajdkAVMWTPS in
12 jurisdictions (Anne Arundel, Baltimore City, Calvert, Carroll, CésyriDorchester, Frederick,
Harford, Howard, Montgomery, Prince George’s, Worcester). TheeiSRBehabilitation Program, a
component of the Bay Restoration Fund — Wastewater Projects mrogvas authorized for
fiscal 2004 through 2009, and fiscal 2009 was the final authorization for the program.

MDE intended to issue $70.0 million in revenue bonds in fiscal 2009. Wowéhis issuance
has been delayed to fiscal 2010 because there is adequate fumdiimgnce the projects in
fiscal 2009. For fiscal 2010, MDE’s current plan is to issue $150.0 million in revenue bonds.

Bay Restoration Fund revenue is collected by the Comptroller andtrdmesferred to the
Water Quality Financing Administration (WQFA) accounts. A®sult, for WQFA to transfer any
funds to the trustee bank for Bay Restoration Fund revenue bond debe sarviappropriation is
necessary. MDE has budgeted $11.7 million for debt service paymetdsiscal 2010 allowance
operating budget; although this amount may change due to the decisiorayaothaelfiscal 2009
revenue bond issuance until fiscal 2010.
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Bay Restoration Fund — Wastewater Projects Authorization and

UOOA0103 — Department of the Environment — PAYGO

Expenditure Data

Authorization Summary

($ in Millions)
Funds Balances
To Be To Be
Fiscal Year | Authorization Encumbered Expended Encumbered | Expended
Prior Years $0.000 $0.000 $0.000 $0.000 $0.000
2005 0.000 0.000 0.000 0.000 0.000
2006 30.000 30.000 23.174 0.000 6.826
2007 70.000 42.777 10.365 27.223 59.635
2008 80.000 0.000 0.000 80.000 80.000
2009 138.00(0 0.000 0.000 138.000 138.000
Total $318.000 $72.777 $33.539 $245.223 $284.461

The authorization summary reflects only $33.5 million in expenditurdsaa unencumbered
balance of $245.2 million. MDE reports that certain projects have motedpbids for construction.
However, in the next six months, four projects are expected tb cstastruction:
Delmar, Ballenger Creek, and Patapsco. The construction of thes@rbjects will increase the
encumbered amount by $125.0 milliohhe Department of Legislative Services recommends that

MDE further comment on why project expenditures and encumbranes are not occurring.
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Bay Restoration Fund — Wastewater Projects Fund Data

Fund History

FY 2008 Actual

FY 2009 Estimated

FY 2010 Estimate

Beginning Balance $47,892,298 $128,356,084 $23,853,568
Revenue

General Funds $0 $0 $0

General Obligation Bonds 0 0 0

Bay Restoration Fund Fee Revenue 55,068/045 55,000,000 55,000,000
Investment Income 5,447,729 5,000,000 5,000,000
Revenue Bond Proceeds 52,072,209 70,000,000 80,000,000
Total Revenue $112,587,983 $130,000,000 $140,000,000

Total Available

$160,480,281

$258,356,084

$163,853,566

Encumbrances

ENR Grant Awards $28,400,027 $216,872,825 $130,000,000
Sewer Rehabilitation Grant Awards 2,580,000 11,545,000 0

Operating and Maintenance Awards 0 0 500,000
Operating Expenses 695,887 730,000 766,000
Debt Service Reserve/lssuance Cost 448|333 700,000 800,000
Debt Service Payment 0 4,654,693 11,712,000
Total Encumbrances $32,124,197 $234,502,518 $143,778,000
Ending Balance $128,356,084 $23,853,566 $20,075,566

ENR: enhanced nutrient removal

'ENR grant awards as of 12/31/08 = $14.37 milliopi@jects).
“Sewer Rehabilitation Grant Awards as of 12/31/G8L=7 million (3 projects).
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The fund data reflects a significant decrease in actualsgmarfiscal 2008 ($28.4 million)
relative to the fiscal 2008 appropriation of $85.0 million. MDE noles this is due to project
construction start delays, which meant that certain loans werexeotted. In addition, the grant
awards made as of December 31, 2008, ($14.4 million) are well belowathe ihade a year ago of
$23.0 million. MDE indicates that this partially may be expldimy local governments putting
projects on hold in the anticipation of receiving grants or lower isitei@es due to the federal
stimulus package funding.

Program Analysis and Performance

MDE has includedhitrogen and phosphorous load reduction numbers that relate specifically to
the nitrogen and phosphorus load reductions for the fiscal 2010 proposed prdjeetqroposed
fiscal 2010 projects would reduce nitrogen loading by approximately iBidmpounds per year and
phosphorus loading by approximately 1.1 million pounds per year.

Exhibit 4 describes the status of efforts to install biological nutriemtaval (BNR) and ENR
technology at the 66 major WWTPs. BNR technology allows WWTPs to achievevatesteffluent
guality of 8 mg/L total nitrogen and 3 mg/L total phosphorus. As wfiaky 2009, of the 66 major
WWTPs, 79% are operating at the BNR level (up from 69% as of 3a2088), and 17% are
operating at the ENR level (up from 9% as of January 2008).

Exhibit 4
Status of BNR and ENR Construction
Fiscal 2009
BNR ENR
Pre-planning 0 7
Planning 6 22
Design 2 19
Construction 6 7
Under Operation 52 11
Total 66 66

BNR: biological nutrient removal
ENR: enhanced nutrient removal

Note: The Bay Restoration Fund Advisory Commite@roposing to add Hampstead wastewater treatpiant to the
66 major plants.

Source: Maryland Department of the Environment
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Recommended Actions

1. Concur with Governor’s allowance.
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Fiscal 2010 Proposed Enhanced Nutrient Removal Projects

Estimated Future Total State
Subdivision Project Title Cost Prior Auth. Amount Request Share (%)

Anne Cox Creek $155,011,000 - $5,000,000 54,000,000 38.1%
Arundel Wastewater

Treatment Plant —

Enhanced

Nutrient Removal

Anne Maryland City $2,148,000 260,000 $1,888,000 - 100.0%
Arundel Wastewater

Treatment Plant —

Enhanced

Nutrient Removal

Anne Patuxent $5,183,000 - $664,000 4,519,000 100.0%
Arundel Wastewater

Treatment Plant —

Enhanced

Nutrient Removal

Baltimore Patapsco 346,833,000 122,060,701 29,492,000 45,028,299 56.7%
City Wastewater

Treatment Plant —

Enhanced

Nutrient Removal

Calvert Chesapeake 19,291,243 750,000 8,200,000 - 46.4%
Beach
Wastewater
Treatment Plant —
Enhanced
Nutrient Removal

Carroll Freedom District 7,000,000 600,000 6,400,000 - 100.0%
Wastewater
Treatment Plant —
Enhanced
Nutrient Removal

Charles La Plata 30,245,000 110,000 3,390,000 - 11.6%
Wastewater
Treatment Plant —
Enhanced
Nutrient Removal
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Subdivision

UOOA0103 — Department of the Environment — PAYGO

Estimated Future Total State
Project Title Cost Prior Auth. Amount Request Share (%)

Dorchester

Frederick

Harford

Howard

Montgomery

Montgomery

Prince
George’s

Cambridge 6,000,000 100,000 550,000 5,350,000 100.0%
Wastewater
Treatment Plant —
Enhanced
Nutrient Removal

Thurmont 5,885,300 893,000 4,310,000 - 88.4%
Wastewater
Treatment Plant —
Enhanced
Nutrient Removal

Aberdeen 22,980,000 $700,000 6,300,000 - 30.5%
Wastewater

Treatment Plant —

Enhanced

Nutrient Removal

Little Patuxent 74,000,000 5,530,000 22,470,000 - 37.8%
Wastewater

Treatment Plant —

Enhanced

Nutrient Removal

Damascus 4,200,000 325,000 625,000 - 22.6%
Wastewater

Treatment Plant —

Enhanced

Nutrient Removal

Seneca 25,000,000 700,000 7,089,000 - 31.2%
Wastewater

Treatment Plant —

Enhanced

Nutrient Removal

Parkway 18,800,000 500,000 7,750,000 - 43.9%
Wastewater

Treatment Plant —

Enhanced

Nutrient Removal
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Subdivision

UOOA0103 — Department of the Environment — PAYGO

Total State
Share (%)

Future
Request

Estimated

Project Title Cost Prior Auth. Amount

Prince
George’s

Prince
George’s

Worcester

Total

2,430,000 97.9%

Piscataway 200,000 2,180,000 -
Wastewater

Treatment Plant —

Enhanced

Nutrient Removal

55,000,000 44.0%

Western Branch 1,000,000 23,192,000 -
Wastewater

Treatment Plant —

Enhanced

Nutrient Removal

500,000 100.0%

Pocomoke City 4,900,000 200,000 4,200,000
Wastewater

Treatment Plant —

Enhanced

Nutrient Removal

$784,906,543 $133,928,701 $130,000,000 $113,097,299

Fiscal 2009 Authorized Enhanced Nutrient Removal Project 8t

Total
State
Estimated Future Share
Subdivision Project Title Cost Prior Auth. Amount Request (%)
Allegany Cumberland Enhanced $40,078,043 $1,000,000 $26,769,400 - 69.3%
Nutrient Removal
Allegany George’s Creek 28,664,919 10,430,000 158,000 -  36.9%
Enhanced Nutrient
Removal
Anne Maryland City 2,148,000 - 260,000 1,888,000 100.0%
Arundel Enhanced Nutrient
Removal
Anne Mayo Large 39,760,000 — 300,000 2,700,000 7.5%
Arundel Communal Enhanced

Nutrient Removal
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Total
State
Estimated Future Share
Subdivision Project Title Cost Prior Auth. Amount Request (%)

Baltimore Patapsco Wastewater 346,833,000 10,000,000 112,060,701 74,520,299 56.7%
City Treatment Plant —

Enhanced Nutrient

Removal

Calvert Chesapeake Beach 19,291,243 - 750,000 8,200,000 46.4%
Enhanced Nutrient
Removal

Caroline Denton Enhanced 5,000,000 - 200,000 4,800,000 100.0%
Nutrient Removal

Carroll Freedom District 7,000,000 100,000 500,000 6,400,000 100.0%
Wastewater Treatment
Plant — Enhanced
Nutrient Removal

Carroll Mount Airy Enhanced 3,565,000 200,000 3,365,000 — 100.0%
Nutrient Removal

Cecill Perryville Enhanced 13,760,078 200,000 3,800,000 - 29.1%
Nutrient Removal

Frederick Ballenger Creek 151,600,000 - 39,400,000 - 26.0%
Enhanced Nutrient
Removal

Frederick Thurmont Enhanced 5,885,300 300,000 593,000 4,310,000 88.4%

Nutrient Removal

Harford Aberdeen Wastewater 22,980,000 200,000 500,000 6,300,000 30.5%
Treatment Plant —
Enhanced Nutrient
Removal

Harford Sod Run Enhanced 46,262,000 50,000 2,000,000 25,388,000 59.3%
Nutrient Removal

Howard Little Patuxent 74,000,000 530,000 5,000,000 22,470,000 37.8%
Wastewater Treatment
Plant — Enhanced
Nutrient Removal
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Total
State
Estimated Future Share
Subdivision Project Title Cost Prior Auth. Amount Request (%)
Montgomery Seneca Wastewater 25,000,000 - 700,000 7,089,000 31.2%
Treatment Plant —
Enhanced Nutrient
Removal
Prince Bowie Enhanced 8,190,000 600,000 6,190,000 - 82.9%
George’s Nutrient Removal
Prince Parkway Wastewater 18,800,000 - 500,000 7,750,000 43.9%
George’s Treatment Plant —
Enhanced Nutrient
Removal
Prince Piscataway Wastewater 2,430,000 - 200,000 2,180,000 97.9%
George’s Treatment Plant —
Enhanced Nutrient
Removal
St. Mary’s Marlay Taylor 40,000,000 200,000 1,001,724 10,154,276 28.4%
Enhanced Nutrient
Removal
Washington  Hagerstown Enhanced 10,060,000 650,000 9,185,000 - 97.8%
Nutrient Removal
Wicomico Delmar Enhanced 8,311,350 200,000 2,940,000 -  37.8%
Nutrient Removal
Worcester Snow Hill Enhanced 15,000,000 - 500,000 2,412,000 19.4%
Nutrient Removal
Total $934,618,933 $24,660,000 $216,872,825 $186,561,575
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Bay Restoration Fund — Septic System Projects (Statewide)

Recommendation:  Approve

PAYGO SF $1,000,000

Program Description: The Bay Restoration Fund (Chapter 428 of 2004) was created tcstluee
significant decline in Chesapeake Bay water quality due te-@wéchment of nutrients such as
phosphorus and nitrogen. This dedicated fund, financed in large partsbgwwager treatment plant
(WWTP) users, will be used to upgrade Maryland’'s WWTPs with emthmutrient removal
technology so they are capable of achieving wastewater effluetityqoia3 milligrams per liter
(mg/L) total nitrogen and 0.3 mg/L total phosphorus. In addition to theT®/\user fee, a $30/year
per septic/holding tank fee was established. The initianasti was that there are approximately
420,000 onsite septic systems in Maryland, so the Maryland Departiiet Bnvironment (MDE)
estimates that an estimated $12.6 million will be generated anrualth 60% of this revenue being
allocated to MDE for the septic system upgrade program and 40% tdatyland Department of
Agriculture for the Cover Crop Program.

MDE provides grants to upgrade failing systems and holding tartkstin@ best available
technology for nitrogen removal. Overall, the program gives pritwifyrojects that involve failing
systems in environmentally sensitive areas that are ready to proceed.

The septic system program has an initial structure thabées designed to be flexible in
order to meet changing needs. Currently, the plan is to rundgeapr on a two-year cycle based on
an initial request for proposal (RFP) solicited from county pubdialth departments. In addition,
MDE directly solicits interest for septic system upgradents. Therefore, the program is currently
structured as a hybrid between a RFP program that provides grahts direct delivery of services
program.

Prior Authorization and Capital Improvement Program

Authorization Request

($ in Millions)
2008 2009 2010 2011 2012 2013 2014
Fund Source Approp. Approp. | Allowance | Estimate | Estimate | Estimate | Estimate
PAYGO SF $6.000 $6.000 $1.000 $6.000 $6.000 $6.000 $6.000
Total $6.000 $6.000 $1.000 $6.000 $6.000 $6.000 $6.000
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The fiscal 2010 allowance of $1.0 million in special funds represe$bsOamillion reduction
from the fiscal 2009 funding level. This reduction reflects thev @nhcumbrance and expenditure of
funds in the program. The $1.0 million allowance provides funding for ajppatedy 80 septic
system upgrades at approximately $12,500 per septic system upgrade.

Exhibits 5 and6 depict the fiscal 2007-2009 Septic System Upgrade Programagremints
administered by counties and by MDE. Exhibit 5 shows the approXyr®t&.7 million that the
14 jurisdictions requested as reimbursable grants from MDE, and E&rshiws the allocation of
the approximately $3.0 million in grants managed directly by MDE.

Exhibit 5

Bay Restoration Fund Septic Grant Awards Managed bylurisdictions
Fiscal 2007-2009

County Award Installed
Anne Arundel $2,644,000 52
Calvert 2,515,000 51
Caroline 421,000 14
Cecil 650,000 0
Charles 604,000 37
Dorchester 409,000 0
Frederick 712,000 19
Harford 1,038,000 0
Kent 597,000 26
Queen Anne’s (Corsica River) 287,000 0
Talbot 1,168,000 67
Washington 750,000 0
Wicomico 2,719,000 45
Worcester 1,142,000 8
Total $15,656,000 319

Source: Maryland Department of the Environment
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Exhibit 6

Bay Restoration Fund Septic Grant Awards Managed byMDE
Fiscal 2007-2009

MDE Direct Awards

Baltimore
Carroll
Dorchester
Garrett
Harford
Howard
Montgomery
Prince George's
Queen Anne’s
Somerset

St. Mary’s
Washington
Wicomico

Total

MDE: Maryland Department of the Environment

Source: Maryland Department of the Environment

Award Installed
$253,572 7
146,064 2
244,079 18
41,049 0
117,258 3
177,476 4
386,670 18
62,731 1
425,353 22
1,294,902 45
181,124 11
78,815 2
21,926 1
$3,031,383 134
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Bay Restoration Fund — Septic System Upgrade Program
Authorization and Expenditure Data

Authorization Summary

($ in Millions)*
Funds Balances
To Be To Be
Fiscal Year | Authorization Encumbered Expended Encumbered | Expended
Prior Years $0.000 $0.000 $0.000 $0.000 $0.000
2005 0.000 0.000 0.000 0.000 0.000
2006 0.000 0.000 0.000 0.000 0.000
2007 11.000 10.854 6.660 0.146 4.340
2008 6.000 6.000 0.000 0.000 6.000
2009 6.000 0.654 0.000 5.346 6.000
Total $23.000 $17.508 $6.660 $5.492 $16.340

*Balance as of December 31, 2008.

The authorization summary for the Septic System Upgrade Pragfeeunts a high level of
encumbrance activity and a low level of expenditure. MDE’s cousitybursable grant awards
account for this because the award encumbers funds, which the couhgnisesponsible for
requesting reimbursement from MDE after project completion. |dige amount of unexpended
funds may reflect either the counties not soliciting sufficieterest for septic system upgrades or a
lag in the request for reimbursement from MDE by the countidse Department of Legislative
Services recommends that MDE comment on why the prograrhas been having difficulty
expending funds.
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Bay Restoration Fund — Septic System Upgrade Program Fund

Data
Fund History

FY 2008 Actual FY 2009 Estimated FY 2010 Estimate
Beginning Balance $3,897,777 $12,023,510 $6,789,460
Revenue
General Funds $0 $0 $0
General Obligation Bonds 0 0 0
Bay Restoration Fund Fee Revenue 8,489,070 8,000,000 8,000,000
Investment and Other Income 772,945 800,000 800,000
Total Revenue $9,262,015 $8,800,000 $8,800,000
Total Available $13,159,792 $20,823,510 $15,589,460
Encumbrances
Septic Grant Awards* $552,241 $13,421,050 $1,000,000
Operating Expenses 584,041 613,000 600,000
Total Encumbrances $1,136,282 $14,034,050 $1,600,000
Ending Balance $12,023,510 $6,789,460 $13,989,460

*Grant awards as of 12/31/08 = $7.93 million (7 mites and 104 individual septic projects).

The Bay Restoration Fund Septic System Upgrade Program fundndatates that MDE
anticipates encumbering $13.4 million in fiscal 2009. This indicatasMDE will use $7.4 million
in carryover funding from prior years since the fiscal 2009 apgtgni is $6.0 million. Overall, the
fund data reflects a more realistic revenue figure for thg Beastoration Fund fee revenue from
septic system users than was presented last year. As paeidusly, grant awards do not
necessarily translate to immediate expenditures because caunséseek reimbursement from the
State for projects completed.
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Program Analysis and Performance

MDE has several performance measures that track the ingbaits efforts to reduce
point-source nutrient loading problems in the Chesapeake Bay andaitgriibutaries. However,
MDE does not have a measure that tracks the specific estimetadtions associated with this
substantial capital budget program. Instead, MDE’s performanasures simply track the number
of septic grants financedLS recommends again thatMDE should include a measure in future
performance plans that provides an estimate of the impachat this program has on the State’s
overall level of point-source nutrient pollution.
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Recommended Actions

1. Concur with Governor’s allowance.
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Fiscal 2009 Project Status Septic System Upgrade Program

Subdivision

Calvert

Caroline

Cecil

Dorchester

Harford

Washington

Wicomico

Statewide

Statewide

Statewide

Total

Project Title

Calvert County OSDS Upgrade
Program

Estimated
Cost

$2,533,000

Caroline County OSDS Program 421,200

Cecil County OSDS Upgrade
Program

Dorchester County OSDS
Upgrade Program

Harford County OSDS Upgrade
Program

Washington County OSDS
Upgrade Program

Wicomico County OSDS
Upgrade Program

Individual OSDS Upgrade
Projects greater than $25,000

Individual OSDS Upgrade
Projects less than $25,000

New Grants to Anne Arundel,
Charles, & Talbot Counties

650,500

408,650

1,050,160

750,300

2,724,578

1,000,000

4,000,000

8,146,290

$21,684,678

Total
State
Prior Future Share
Auth. Amount Request (%)
$933,000 $1,600,000 100.0%
144,000 277,200 100.0%
650,500 100.0%
408,650 100.0%
1,050,160 100.0%
750,300 100.0%
770,628 1,953,950 100.0%
1,000,000 100.0%
2,000,000 2,000,000 100.0%
4,416,000 3,730,290 100.0%

$8,263,62813,421,050
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66 Major Wastewater Treatment Plants
BNR and ENR Status through December 31, 2008

Estimated State BNR Share Estimated State ENR Share
Total State BNR Total State ENR
Total Estimated Cosf (Subject to change BNR Grant (Subject to change by BRF ENR Grant
(Including Local BNR Eligible Design by eligibility Encumbered thru ENR Eligible Design eligibility Encumbered thru

MAJOR WWTP Cost) Since BRF BNR Status Capacity determination) 12/31/08 Future Enc. ENR Status Capacity determination) 12/31/08 Future Enc. Other/Local Cost
Aberdeen 22,980,000 Operation 4.00( - - - Design 4.000 7,000,0p0 200,001 6,800,00p 15,980,00¢
Annapolis 21,142,000 Operation 10.00( - - - Design 13.0p0 10,710,000 200,00 10,510,000 10,432,001
APG-Aberdeen* 6,300,000 Operation 2.80( - - - Operation 2.8p0 - - - 6,300,000
Back River 117,000,000 Operation 180.00( - - - Planning 180.0p0 117,000,000 5,000,001 112,000,000 -
Ballenger Creek 151,600,000 Operation 6.00( - - - Design 6.000 39,400,0p0 - 39,400,000 112,200,00!
Blue Plains (Maryland Portion) 380,400,000  Planning 169.60( 76,000,000 6,831,231 69,168,769  Planning 169.600 264,000,000 2,000,000 262,000,00p 40,400,00
Bowie 8,190,000 Operation 3.30(] - - - Design 3.300 6,790,0p0 600,001 6,133,75p 1,400,001
Broadneck 23,659,000 Operation 6.00(] - - - Design 6.000 6,400,0p0 200,001 6,200,00p 17,259,00!
Broadwater 11,064,000 Operation 2.00( - - - Planning 2.0p0 5,100,000 - 5,100,040 5,964,00
Brunswick 14,100,400 Operation 0.70( 2,750,000 2,750,00p - Operation 1.4p0 8,570,000 8,263,00D 307,00 2,780,40
Cambridge 6,000,000 Operation 8.10( - - - Planning 8.1p0 6,000,000 100,00 5,900,00p -
Celanese 16,845,359 Operation 1.25( 3,606,578 3,606,578 - Operation 2.0p0 2,333,382 2,333,38R - 10,905,399
Centreville 2,912,000 Operation 0.374 - - - Pre-planning 0.500 2,912,400 - 2,912,040 -
Chesapeake Beach 19,291,5-34 Operation 1.18( - - - Design 1.500 8,950,0p0 - 8,950,0q0 10,291,23.
Chestertown 9,598,416 Operation 0.90( 3,045,273 3,045,278 - Operation 1.5p0 2,000,000 2,000,00p - 4,553,148
Conococheague 33,177,000 Operation 4.10( - - - Planning 4.1p0 7,830,000 - 7,830,040 25,215,75
Cox Creek 155,011,000 Operation 15.00( - - - Design 15.0p0 59,000,000 - 59,000,090 96,011,00
Crisfield 10,270,523 Construction 1.00( 2,026,100 2,026,10p - Constructiof 1.0p0 4,231,4J00 4,231,00p - 4,013,428
Cumberland 40,078,043 Operation 15.00( - - - Design 15.0p0 27,769,400 1,000,00( 26,769,40D 12,134,04:
Damascus 4,200,000 Operation 1.50( - - - Design 1.500 950,000 325,00D 625,00 3,200,00
Delmar 8,311,350 Design 0.65( 2,264,000 843,00 1,421,040 Design 0.850 3,140,090 200,001 2,940,00p 2,907,35
Denton 5,000,000 Operation 0.80( - - - Planning 0.8p0 5,000,000 - 5,000,040 -
Dorsey Run (State) 3,900,090  Operation 2.00( - - - Pre-plannin 2.000 3,900,000 - 3,900,040 -
Easton 38,113,191 Operation 2.35(] 8,930,000 8,930,00p - Operation 4.0p0 8,660,000 8,660,00p - 20,523,191
Elkton 40,716,010 Construction 2.70(] 8,842,410 8,842,41D - Constructior} 3.060 7,960,300 7,960,00p - 23,913,600
Emmitsburg*** 24,500,000 Planning 0.75( 2,500,000 - 2,500,000 Planning 0.740 7,000,000 50,00 6,950,000 15,000,00¢
Federalsburg 9,487,713 Construction 0.75(] 2,360,000 2,360,00p - Constructiof 0.7p0 3,360,400 3,360,00D - 3,767,713
Frederick 29,000,000 Operation 8.00( - - - Planning 8.0p0 29,000,000 - 29,000,090 -
Freedom District 7,000,000 Operation 3.50( - - - Planning 3.5p0 7,000,000 100,00 6,900,00D -
Fruitland 5,166,633 Operation 0.50( - - - Pre-planning 0.800 3,100,J00 - 3,100,040 2,066,63:
Georges Creek 28,664,919 Construction 0.60( 5,984,613 5,825,72p 158,888 Construction| 0.600 10,588,0p0 10,588,00D - 12,092,306
Hagerstown 10,060,000 Operation 8.00( - - - Constructio 8.0p0 9,835,000 10,857,00p (1,022,009) -
Havre De Grace 48,506,243 Construction 1.89( 5,658,207 4,500,00p 1,158,207 Construction 2.215 11,289,000 11,289,00D - 31,559,036
Hurlock 7,007,578| Operation 2.00( 2,507,171] 2,507,171 - Operation 1.6p0 941,148 941,148 - 3,559,250
Indian Head 14,270,948 Operation 0.50( 2,841,451] 2,841,45[L - Operation 0.5p0 6,484,000 6,484,00D - 4,595,497
Joppatowne 9,936,282 Operation 0.95( - - - Planning 0.950 9,868,560 - 9,868,540 -
Kent Island 35,018,817 Operation 2.13¢ 7,838,60 7,838,606 - Operation 3.0p0 6,380,645 6,380,64p - 20,799,566
La Plata 30,245,000 Operation 1.00( - - - Planning 1.5p0 3,500,000 110,00 3,390,00p 26,745,00!
Leonardtown 21,520,000 Operation 0.68(] - - - Design 0.680 3,200,0p0 510,00 2,690,00p 18,320,00!
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Estimated State BNR Share

Estimated State ENR Share

Total State BNR Total State ENR
(Subject to change by BNR Grant (Subject to change by BRF ENR Grant

Total Estimated Cost (Including Local Cost] BNR Eligible eligibility Encumbered thru ENR Eligible eligibility Encumbered thru BNR Grant for

Since BRF BNR Status Design Capacity| determination) 12/31/08 Future Enc. ENR Status |Design Capacity determination) 12/31/08 Future Enc. ENR Planning Other/Local Cost
Little Patuxent 74,000,000 Operation 22.50 - - - Design 25.0p0 28,000,000 530,00 27,470,000 46,000,00
Marlay Taylor (Pine Hill Run) 40,000,000 Operation 6.00 - - - Planning 6.0p0 11,356,000 200,001 11,156,000 28,644,00
Maryland City 2,148,000 Operation 2.50 - - - Planning 2.5p0 2,148,000 - 2,148,040 -
Maryland Correctional Institute (State) 29,451,J00  Operation 1.23 - - - Pre-plannin 1.600 3,000,000 - 3,000,040 26,451,001
Mattawoman 15,300,000 Operation 15.00( - - - Pre-planning 20.qoo 15,300,000 - 15,300,040 -
Mayo Large Communal 39,760,000 Planning 0.6. 5,456,0 - 5,456,000 Planning 0.840 3,000,000 - 3,000,040 31,304,00
Mount Airy 3,565,000 Operation 1.20 - - - Design 1.2p0 3,565,0p0 200,00 3,365,00p -
Northeast River 3,700,000 Operation 2.00 - - - Pre-plannin 2.000 3,700,700 - 3,700,040 -
Parkway 18,800,000 Operation 7.501 - - - Design 7.5p0 8,250,0p0 - 8,250,040 10,500,00¢
Patapsco 346,833,000 Design 73.00 70,126,000 5,545,18; 64,580,814  Design 73.040 196,581,000 10,000,00! 186,581,00p 80,126,00
Patuxent 5,183,000 Operation 7.50 - - - Planning 7.5p0 5,183,000 - 5,183,040 -
Perryville 13,760,078 Construction 1.65( 3,243,974 2,246,21]L 997,768 Construction| 1.650 4,000,0p0 4,000,00p - 6,516,104
Piscataway 2,430,000 Operation 30.000 - - - Design 30.0p0 2,380,000 - 2,380,040 -
Pocomoke City 4,900,000 Operation 1.40 - - - Planning 1.4f0 4,900,0p0 200,001 4,700,00D -
Poolesville 3,100,000 Operation 0.629 - - - Planning 0.7p0 3,100,0p0 - 3,100,040 -
Princess Anne 3,400,000 Operation 1.26! - - - Pre-planning 1.260 3,400,J00 - 3,400,040 -
Salisbury 78,429,652 Operation 6.801 22,817,185 22,817,18p - Operation 8.5p0 3,000,000 3,000,00p 3,000,00/ 52,612,46
Seneca Creek 25,000,000 Operation 5.00 - - - Design 20.0p0 7,789,000 - 7,789,040 17,161,00
Snow Hill 15,000,000 Planning 0.50 4,588,000 - 4,588,000 Planning 0.5¢0 2,912,000 - 2,912,040 7,500,001
Sod Run*** 46,262,000 Planning 20.00 5,606,954 - 5,606,994 Planning 20.0q0 27,438,000 50,00 27,388,000 13,085,59!
Swan Point** 8,080,000 Operation 0.6 - - - Operation 0.6p0 - - - 8,080,000
Talbot County Region li (St. Michael’s) 13,036,2f7 Operation 0.50 2,747,247 2,747,24F - Operation 0.6p0 2,000,000 2,000,00p - 8,289,030
Taneytown 3,300,000 Operation 1.10 - - - Planning 1.1p0 3,300,000 - 3,300,040 -
Thurmont 5,885,300 Operation 1.00 - - - Design 1.0p0 5,203,0p0 300,00 4,903,00D 682,301
Western Branch 55,000,000 Operation 30.00( - - - Design 30.0p0 24,192,000 1,000,00 23,192,00D 30,758,00
Westminster 22,300,000 Operation 5.00 - - - Planning 5.0p0 8,600,0p0 20,00 8,580,000 13,700,00t!
Winebrenner Wwtp 16,208,700 Planning 1.0 3,000,0 100,00 2,900,040  Planning 1.040 3,230,000 100,00 3,130,00p 9,978,70!
Total 2,325,075,666 254,739,769 96,203,374 158,536,395 1,112,679,124 115,542,17 1,000,080,70p
BNR: biological nutrient removal
ENR: enhanced nutrient removal
*funded by the U.S. Army
**funded by a private developer
**The BNR needed for this facility was not includién theCapital Improvement Program of $116 million for fiscal 2011 and beyond becatreefacility is performing at better than BNR-lewéltreatment, and the upgrade may not be nece
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