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HDR facilitated the second Fiscal Working Group Meeting of the Septic Task Force on October 

8, 2019. The objectives of this meeting were to discuss cost and finance variables related to the 

Septic Conversion Program. The following is a summary of key points and action items: 

1. Introduction 

a. Ed Shea gave an overview of Fiscal Working Group objectives and a recap of 

Policy Working Group Meeting No. 2. 

b. A separate meeting is needed to refine the deferment eligibility map.  

Councilwoman Haire indicated that it is not necessary to use a map, and 

alternatively the eligibility areas could be described in text.  Want to have 

flexibility to fine tune the eligibility areas. Action Item: DPW to schedule follow-

up meeting to review map and refine language to be consistent with map. 

2. Probabilistic Willingness to Pay Model 

a. Ed Shea presented preliminary septic survey results for the willingness to pay 

(WTP) questions.  Overall number of responses is close to 1500, which exceeds 

the minimum considered statistically significant. Between 45-50% of the 

respondents appear to have been septic system owners. 

b. It was noted that information presented was a preliminary review of the “raw” 

data, and had not been reviewed by the statistician. 

c. Consideration should be given that some respondents may have answered 

based on the inclusion of a monthly sewer bill in addition to monthly costs for 

connecting to the public sewer. For the 50% voting rule, monthly homeowner 



cost ranged from $30 to $60 depending on the number of management areas 

offered the incentive.  The monthly sewer-only utility rate is approximately $30-

$35 per month. 

d. Results from non-septic owners were also reviewed as a way to gauge WTP for 

the general public.  About 75% of respondents were willing to pay $1.50/month. 

3. Sewer Connection Cost & Financing Variables  

a. David Hyder presented an updated financial model.  Modeled scenarios relied on 

funding contained solely within the Enterprise Fund.  The annual home sales 

turnover rate was assumed at 2% (lower than recent average rate).  Scenarios 

with and without a 30-year deferment were compared, as well as incentive sizes 

from $0 to $22,000.  Brian Balchunas clarified that there is not a financial penalty 

associated with deferment, by way of additional interest charges. 

b. Councilwoman Haire asked how a 40-year deferment term would impact monthly 

cost.  The scenario of a $10,000 incentive with 30-yr deferment was reduced 

from $86/mo to $70/mo, and the lump sum payment was increased from 

$30,938. 

c. The group discussed the idea of revenue neutrality for DPW cash flows.  David 

Hyder offered that an incentive of approximately $12,500 would strike a balance 

between revenue and long term debt service costs. Dave Hyder noted that this is 

possible because the interest rate for the homeowner financing is higher than the 

County’s actual borrowing rate. This is done to account for the risk involved, but it 

does allow some level of incentive to be neutral over the long term. 

d. Matt Johnston expressed some concern about the balloon payment and asked if 

any other septic conversion programs were using balloon payments. The group 

was not aware of another example. Action item: DPW to review information 

from other programs to determine if balloon payments were a program 

feature. 

e. How would the balloon payment be made? It was noted that this could be done 

as part of a settlement when a house was sold. Under the current process, the 

Capital Facility Connection Charge and the User Connection Charge are paid off 

at the property transfer, while the front-foot assessment stays with the property. 

f. Jim Beacham is curious to see a histogram of homeowners who keep their home 

after 40 years, proposing that this would be a relatively small percentage.  He 

added that it may take a while for property values to reflect benefits of new public 

sewer connections. Action Item: Determine if data is available for analysis. 

g. Ken Mark added that people with fixed income would likely defer, while working 

people may be a mix of defer/non-deferment.   

h. Eliot Powell suggested that there may be a financing model available that finds 

the monthly payments from deferment attractive, and this income stream could 

be capitalized. 

i. Chris Phipps thinks some consideration should be given to means testing, based 

on the model results which indicate a lower WTP by lower income septic owners.   

j. Action items and issues of discussion: 



i. DPW will review the financial and WTP models for impacts of means 

testing. 

ii. Evaluate ideas for bringing down or mitigating the impact of the 

lump sum payment on a potential homeowner. 

4. Alternative Funding Sources 

a. Ed Shea presented a brief summary of alternative funding sources.   

i. Homeowner funding could come from a Community Development Bank, 

which may be able to offer funding to a household who might otherwise 

be unable to obtain a loan related to connecting to the public sewer. 

ii. County funding sources include FEMA Pre-Disaster grant funding, and 

WIFIA loans. 

iii. Environmental Impact Bonds through the Chesapeake Bay Foundation 

are being provided for a few green infrastructure projects in the region.  

This model relies on payment that is tied to performance, and may be 

difficult to implement for a septic conversion program. 

b. George Heiner mentioned that the timing of grant awards may be difficult to align 

with the capital project planning cycle. This would have to be addressed during 

implementation, as well as determining how best to apply the grant towards 

either the incentive or capital project costs. It was noted that it is probably simpler 

to use any grants to reduce overall project costs. 

c. Chris Phipps mentioned that the downside of “Pay for Performance” is that you 

potentially reward performance for higher nitrogen reduction from converting a 

certain group of septic tanks instead of trying to get additional reduction by 

connecting more properties to public sewer. 


