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October 4, 1991

To the Honorable Senate and House ofRepresentatives.

We are filing herewith foryour consideration a set of amendments to the enabling statute for the
Water Pollution Abatement Trust, Chapter 275 of the Acts of 1989. The amendments will modify a
program, created under fardifferent circumstances from the ones we face today, whose full costs we can
no longer afford to bear.

The revolving loan program set up under Chapter 275 was a response to the U.S. government's decision
to end its practice ofgiving grants for the building of wastewater treatment plants and sewer
improvements. Amendments to the Clean Water Act in 1986 provided for federal seed money to start a
revolving loan fund in every state. Half- or no-interest loans would replace grants, and the one-time
infusion of federal and state dollars would revolve in perpetuity, funding new loans as the old ones were
paid off.

This loan program represents a substantial cut in federal assistance. Under the old grant program,
communities and authorities received seventy-five percent and ninety percent grants. Under the new loan
program, federal subsidies are limited to twenty-five percent. Any additional subsidy must be given by
the state, or by reducing the amount ofloans offered.

The greatest disadvantage ofa loan program is that interest costs must be accounted for. Subsidizing
interest as well as principal leaves the state with a program that costs nearly twice as much in the long
run.

By the end of FY9O, the state faced a deficit ofover a billion dollars and could no longer afford to pick
up obligations that the federal government had dropped. In an effort to fit the program into an ever-
diminishing pool of resources, the prior administration devised a plan whereby subsidy payments were to
be borrowed each year for twenty years, with the subsidy borrowings themselves payable over twenty
years, creating a forty-five year, one billion dollarobligation on the part of the state for the purpose of
building only six hundred and seventy million dollars in projects.

Our proposal is simple: back to basics. Rather than have the state make up everything that the federal
government took away, we propose to return to a simple revolving loan fund, with loans at half market
interest. This is the plan used by the majority of states in the country that have revolving loan funds.

Local governmental bodies that have already begun construction, under the assumption that they would
be receiving a certain level ofsubsidy, will be granted, during FY92, not less than two-thirds of what
they would have received under Chapter 275.
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Our proposal represents a smaller amount of assistance than was promised by the prior administration.
However, it puts the burden of payment on thepeople who benefit, not the taxpayers generally in the
form ofsteadily mounting debt service.

It is true that some communities will be hit harder than others, depending on the size of their project
relative to their rate base. For those in the worst condition, we stand ready to extend additional
assistance to the extent it is needed.

In future years, when the financial condition of the Commonwealth has improved, increased subsidy
levels may well become available.

Time is of the essence. If action is not taken on this bill by the end ofOctober, the administration will
be forced implement a vastly scaled-back loan program, essentially funding only projects being done by
the Massachusetts Water Resources Authority and New Bedford and funding for even these few projects
will be dramatically reduced. Such a drastic cutback will be necessary to preserve Chapter 275's
mandated subsidy levels while restricting the cost of the program to a level that the state can afford

If our proposal is accepted, all communities currently approved for loans will receive them, and more
will be approved in the coming months. This state has already waited too long to begin its loan program.
We urge your prompt and favorable action on these amendments.

Respectfully submitted,

Argeo Paul Cellucci
Lieutenant Governor

William F. Weld
Governor
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In the Year One Thousand Nine Hundred and Ninety-One

An Act relative to the administration of the Massachusetts
WATER POLLUTION ABATEMENT TRUST.

1 Whereas, The deferred operation of this act would tend to
2 defeat its purpose, which is to immediately implement the
3 Massachusetts water pollution abatement trust, therefore it is
4 hereby declared to be an emergency law, necessary for the
5 immediate preservation of the public health.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, asfollows:

1 SECTION 1. The first clause of the fourth sentence of sec-
-2 tion 18 of chapter 275 of the acts of 1989, as most recently
3 amended by section 217 of chapter 138 of the Acts of 1991, is
4 hereby further amended by adding at the end thereof, after the
5 word “department”, the words: provided that any such project
6 for which the department issued a project approval certificate
7 prior to July first, nineteen hundred and ninety-one and which
8 was listed on the fundable portion of the federal construction
9 grants priority list for federal fiscal year nineteen hundred and

10 eighty-eight and approved by the department for assistance shall
11 receive financial assistance, together with such federal grant,
12 equivalent to a grant of not less than sixty percent of the eligible
13 costs thereof.

1 SECTION 2. The second clause of the fourth sentence of sec-
-2 tion 18 of said chapter 275 is hereby amended by inserting after
3 the words “Such that the total financial assistance provided to
4 such local governmental unit pursuant to the provisions of this
5 act is the financial equivalent of a grant of” the words: —up to.

1 SECTION 3. The second clause of the fourth sentence of sec-
-2 tion 18 of said chapter 275 is hereby further amended by adding
3 at the end thereof, after the word “department”, the words;
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4 provided that any such project for which the department issued
5 a project approval certificate prior to July first, nineteen hundred
6 and ninety-one, and which was listed on the fundable portion of
7 the federal construction grants priority list for federal fiscal year
8 nineteen hundred and eighty-nine and approved by the
9 department for assistance shall receive financial equivalent to a

10 grant of not less than fifty percent of the eligible costs thereof.

1 SECTION 4. The first clause of the first sentence of para-
-2 graph (a) of section 19 of said chapter 275 is hereby amended by
3 striking out the words “on or before June thirtieth, nineteen
4 hundred and ninety-two.”

1 SECTION 5. Section 19 of said chapter 275 is hereby further
2 amended by striking out paragraph (b) and inserting in place
3 thereof the following paragraph:
4 (b) Notwithstanding the provisions of chapter twenty-nine C
5 or section twenty-seven A of chapter twenty-one of the General
6 Laws to the contrary, loans made by the water pollution
7 abatement trust pursuant to said chapter twenty-nine Cto finance
8 costs of any water pollution abatement project shall bear a
9 weighted average interest rate or yield as determined by the trust

10 no greater than fifty percent of the weighted average interest rate
11 or yield on the bonds of the trust issued to fund such loans.

1 SECTION 6. The last clause of paragraph (c) of section 19 of
2 said chapter 275 is hereby amended by striking out the words “but
3 not less than the equivalent of fifty percent of the grant for which
4 such project would have been eligible under such sections as
5 applicable prior to the passage of this act” and inserting in place
6 thereof the words: provided that any such project for which
7 the department issued a project approval certificate prior to July
8 first, nineteen hundred and ninety-one and which (i) was listed
9 on the fundable portion of the department’s construction grants

10 priority list for fiscal year nineteen hundred and ninety-one and
11 approved by the department for assistance, and which received
12 the permission of the department prior to October first, nineteen
13 hundred and ninety-one to advertise for public bids for
14 construction of such project; or (ii) is for construction for the
15 correction of infiltration or inflow to abatement facilities, shall
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16 receive financial assistance equivalent to not less than thirty-three
17 percent of the grant for which such project would have been
18 eligible under such sections as applicable prior to the passage of
19 this act.

1 SECTION 7. Paragraph (i) of section 6of chapter 29C of the
2 General Laws, as appearing in the 1990 Official Edition, is hereby
3 amended by striking out, in line 8, the word “interest”, and
4 inserting in place thereof the words; - debt service.

1 SECTION 8. Section Bof said chapter 29C is hereby amended
2 by adding the following three sentences: Notwithstanding any
3 general or special law to the contrary, in the discretion of the state
4 treasurer, with the approval of the governor, payments to the trust
5 of amounts appropriated by the commonwealth as provided in
6 this section may be met by the deposit in the fund of bonds of
7 the commonwealth authorized to meet such appropriation. Bonds
8 so deposited may be assigned and pledged as security for bonds
9 of the trust and may mature or be redeemable on such dates and

10 in such amounts, may bear interest at such rate or rates or be
11 deposited in the fund at such discount or premium, may bear such
12 limitations on negotiation or resale by the trust, and may bear
13 such other terms and conditions, as the state treasurer shall
14 determine to be in the best interests of the commonwealth;
15 provided that the effective yield on such bonds shall not exceed
16 the greater of the effective yield on the bonds of the trust which
17 they secure and the effective yield on comparable bonds not so
18 deposited in the fund, as determined by the state treasurer after
19 consulation with the secretary of the executive office for
20 administration and finance. For purposes of section forty-nine of
21 chapter twenty-nine, the net proceeds of bonds deposited in the
22 fund as instruments the principal amount of which increases
23 during the life of the instrument shall be deemed to be the present
24 value of the amount payable thereon at maturity discounted to
25 the date of deposit at the yield on such bonds.

1 SECTION 9. Section lof said chapter 29C is hereby amended
2 by inserting, in line 19, after the word “capital,” the words:
3 interest on loans, local governmental obligations and notes in
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4 anticipation thereof prior to and during construction of such
5 project or prior to the date of such loan, if later.

1 SECTION 10. Paragraph (b) of section 2of said chapter 29C
2 is hereby amended by inserting, in line 16, after the second
3 sentence of said paragraph the following sentence; Each
4 member of the board may appoint a designee pursuant to section
5 six A of chapter thirty.

1 SECTION 11. Paragraph (b) of section 2 of said chapter 29C
2 is hereby further amended by inserting, in line 29, after the words
3 “chapter thirty A” the words: provided that the provisions of
4 said chapter thirty A shall not apply to rules, regulations,
5 procedures and guidelines adopted by the board pursuant to
6 section seven of this chapter.

1 SECTION 12. This act shall take effect immediately upon its
2 passage.
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