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INNOVATIVE FINANCING AND FUNDING: AD-
DRESSING AMERICA’S CRUMBLING WATER
INFRASTRUCTURE

THURSDAY, JULY 20, 2017

U.S. SENATE,
COMMITTEE ON ENVIRONMENT AND PUBLIC WORKS,
SUBCOMMITTEE ON FISHERIES, WATER, AND WILDLIFE,
Washington, DC.

The Subcommittee met, pursuant to notice, at 10:02 a.m. in room
406, Dirksen Senate Building, Hon. John Boozman (Chairman of
the Subcommittee) presiding.

Present: Senators Boozman, Inhofe, Fischer, Rounds, Sullivan,
Duckworth, Cardin, Whitehouse, Gillibrand, and Booker.

OPENING STATEMENT OF HON. JOHN BOOZMAN,
U.S. SENATOR FROM THE STATE OF ARKANSAS

Senator BoozMAN. I call this hearing of the Subcommittee on
Fisheries, Water, and Wildlife to order.

We are here today to discuss innovative financing and funding to
address America’s deficient water infrastructure. The purpose of
this hearing is simple. Today we will be discussing America’s cur-
rent approach toward drinking water and wastewater infrastruc-
ture investment.

Many members of this Committee, including myself, often ref-
erence the American Society of Civil Engineers’ Infrastructure Re-
port Card. Currently, the ASCE grades America’s drinking water
infrastructure with a D. Wastewater has a slightly better grade, a
D+. That reminds some of us of our grades in school.

This is not a rural or big city problem. It is not a Republican or
Democrat problem. This is a national emergency, and we need to
find solutions before it is too late. It is one thing to see these ter-
rible grades on paper, but what does this actually mean for people
in their day to day lives?

Usually, when we imagine life without clean and efficient drink-
ing water and wastewater, we picture communities that do not re-
semble our own. We picture far off countries that do not have all
the }l;lessings of America. Sadly, this could not be further from the
truth.

Currently, an estimated 1.7 million Americans live without ac-
cess to clean, running drinking water in their homes. There are
tremendous infrastructure needs in rural America. The estimated
cost to provide improved rural drinking water facilities totals more
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than $60 billion, with the needs of water systems in American In-
dian and Alaska native villages accounting for $3.3 billion alone.

We are in a position to address this problem. We have an Admin-
istration that has made infrastructure investment a top priority.
Coupled with the bipartisan support in both the Senate and the
House, we have an incredible opportunity to work across the aisle
and get back on track to making America’s water infrastructure the
best in the world.

While we all agree that infrastructure investment is a necessity,
this hearing will look at common sense approaches, along with new
ideas, to fund these important projects so we can give the American
people that basic service they desperately need and deserve.

A popular funding strategy at the moment is the public-private
partnership or the P3. P3s are a crucial component of the Adminis-
tration’s proposal and are necessary to get to the $1 trillion invest-
ment in infrastructure that the plan promises.

While P3s are a great way to fund certain projects, it is not a
magic cure for all. P3s are a great tool in our toolbox, however, it
is important to realize that P3s do not always work in small, rural
States such as Arkansas.

That being said, a combination of innovative financing, private
investment, along with State and Federal funding, such as loans
and grants, is a good way to address the problem. The problem will
not be solved with a one size fits all approach. We will have to use
every funding and financing mechanism at our disposal, while giv-
ing communities the tools to help themselves to fix the problem.

For a moment, let us picture a small community in rural Arkan-
sas that is actively trying to update an aging and deficient waste-
water system. This community has a small tax base, meaning any
infrastructure improvements needed would make the cost of the
utility simply unaffordable.

A community like the one I have described has few options to
fund such a project. They could look to the Water Infrastructure Fi-
nance and Innovation Act, the WIFIA Program, which provides low
interest treasury rates to finance water projects, but this project is
not likely large enough to receive any assistance.

Larger communities using WIFIA to fund large scale projects will
free up the State Revolving Fund, the SRF, for smaller commu-
nities. The Clean Water State Revolving Fund and the Drinking
Water State Revolving Fund provide funding assistance to repair,
replace, or expand wastewater and drinking water treatment sys-
tems consistent with the requirements of the Clean Water Act and
the Safe Drinking Water Act.

This community could also fund the project with tax-free munic-
ipal bonds. Since 1913 bond interest earnings have been exempt
from Federal income tax leading investors to offer low borrowing
rates to communities. In 2016 alone communities issued nearly $38
billion in municipal bonds to pay for water infrastructure projects,
translating into millions of dollars in savings for local water rate
payers.

Last, the small community I am describing could look to the Fed-
eral Government, along with their State government, for assist-
ance. There are a multitude of grants available to communities to
help them help themselves.



3

As you can see, we have many tools at our disposal. The trick
is finding what works for each community rather than a one size
fits all. What works in Rogers, Arkansas, might not work in Chi-
cago, Illinois. Nonetheless, we have the ability to fund important
projects across the country.

The time to act is now. We have an incredible opportunity to de-
velop an infrastructure bill that directly addresses America’s drink-
ing water and wastewater infrastructure challenges.

I want to thank our witnesses today for attending today’s hear-
ing. I look forward to hearing real world examples of the problems
average Americans are facing. I am interested in seeing what kind
of common sense solutions we can all agree upon.

Now, I will turn to our Ranking Member, Senator Duckworth.

OPENING STATEMENT OF HON. TAMMY DUCKWORTH,
U.S. SENATOR FROM THE STATE OF ILLINOIS

Senator DUCKWORTH. Thank you, Mr. Chairman.

I want to apologize; I have a terrible cold. Yesterday, I sounded
like Chewbacca. Today, I sound like a boy going through puberty.
My voice continues to crack. I am hoping to get to Kathleen Turner
tomorrow. Today it is not so sexy.

I want to thank the Chairman for convening today’s hearing. I
want to thank all of our witnesses for participating in this very im-
portant conversation.

Last week Ranking Member Carper and I organized a roundtable
discussion to highlight some of our most pressing drinking water
and wastewater challenges. We discussed 90+ contaminants that
EPA currently monitors, including toxins like lead, mercury and ar-
senic.

We discussed our most vulnerable populations like young chil-
dren, pregnant mothers, and the elderly, whose exposure to toxins
in our water systems can alter the trajectory of their lives.

We also talked about our nation’s water infrastructure, mostly
built in the early to mid-twentieth century with an average life
span of 75 years and the growing backlog of need in communities
across Illinois and elsewhere.

According to the American Water Works Association, replacing
failing or outdated drinking water systems and expanding capacity
to match population growth will cost at least $1 trillion over the
next 25 years.

The American Society of Civil Engineers, as my Chairman men-
tioned, highlights $271 billion in wastewater infrastructure needs
with $56 million more people connecting to treatment plants by
2032.

We are now a full 6 months into the Trump administration, and
we still have not seen any meaningful details about the President’s
infrastructure plan. Despite a lot of Campion-style rhetoric about
the need to invest in our infrastructure, the President’s fiscal year
2018 budget provides a net loss—a loss—of roughly $144 billion
across all modes.

The President maintains funding for the State revolving funds
but eliminates USDA Rural Development Program and slashes
EPA’s budget by 31 percent.
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Just last night the White House announced the establishment of
a Presidential Advisory Council on Infrastructure housed in the
Department of Commerce to make recommendations to the Presi-
dent regarding funding, support, and delivery of infrastructure
projects across all modes. A report on the advisory council’s find-
ings is due sometime before December 31, 2018. If confusion and
delay is the President’s goal, mission accomplished.

Our goal is to enhance safety, protect public health, and create
jobs. Personally, I would like to advance those goals and put people
back to work sooner than later. Our infrastructure needs are mas-
sive, and our communities face daunting investment challenges to
guarantee that what most of us take for granted—-clean, safe,
healthy water when we turn on the tap.

We are here today to better understand the funding and financ-
ing challenges and to work to identify bipartisan solutions. Wheth-
er it be tax exempt municipal bonds, public-private partnerships,
WIFIA, or State revolving funds, I am firm believer in having the
right tools for the job.

Today’s hearing focuses on the efficacy of the tools available to
our communities and to identify the gaps where new tools may be
needed or existing tools need to be modified. Each provides commu-
nities with opportunities to address their water infrastructure
needs and each need to be thoughtfully considered in their context.

Again, I thank the witnesses for their participation in this con-
versation. I look forward to listening to your testimony.

Thank you, Mr. Chairman.

Senator BoOZMAN. Thank you very much, Senator Duckworth.

I am going to introduce Mr. Frazee, who is from Arkansas, and
then go to Senator Booker. He will make an introduction also.

Mr. Frazee moved in 1990 to be closer to his family and was in
a situation where he did not have running water. In 2014 Mr.
Frazee’s mother contacted my office, and we discussed the prob-
lems the family was facing. After talking to Mrs. Frazee, I put her
in touch with the Water Systems Council which was able to drill
wells that brought fresh, reliable drinking water directly to the
home as well as the homes of their neighbors.

As many of you know, this Subcommittee hearing was originally
supposed to take place on June 20, but due to scheduling conflicts
we had to cancel at the last minute. Unfortunately for Mr. and
Mrs. Frazee, they were already on a plane flying to DC by the time
the hearing was officially canceled. Luckily for me—and I think
luckily for us—I had the opportunity to speak with Mr. Frazee in
my office about what his family and community went through and
how their lives had changed since receiving running water.

Most people who had just gotten reliable and affordable drinking
water would forget about the problem and go on with their lives,
but not Mr. Frazee. To this day Mr. Frazee is still getting the word
out to everyone who is hauling water in their community. He told
me whenever he sees someone hauling water, he stops and tells
them about the available options for assistance.

Mr. Frazee, I would personally like to thank you and your family
for everything you have done for the area. I would like to especially
thank your wife, Jenny, who was nice enough to travel to DC again
to watch you testify.



5

Given your personal experience, these are the kinds of stories we
need to get out. There is simply no substitute for it. Thank you
very much for being here.

Senator Booker.

Senator BOOKER. First of all, I want to thank the Chairman and
Ranking Member for holding this urgently needed hearing. Most
people do not understand the crisis we have in the United States
of America when it comes to the quality of our drinking water.

The recent Reuters article talked about over 1,000 jurisdictions
in the United States of America that have more lead in their water
and more lead in the blood of our children than Flint, Michigan.
We are in a crisis in this country. It is affecting the next genera-
tion, affecting our economic competitiveness, and affecting the
greatest natural treasure we have, which is not oil or gas, but the
genius of our kids.

I am very blessed to have a guy here who is one of the cham-
pions in our State who is doing extraordinary work in a difficult
environment, in a city and county which have had a lot of chal-
lenges with drinking water.

Andy, I want to thank you for coming here. For the record, Andy
is currently the Executive Director and Chief Engineer of the Cam-
den County Municipal Utilities Authority. Before becoming the Ex-
ecutive Director and Chief Engineer of the Camden County Munic-
ipal Utilities Authority in 2011 he was the Deputy Executive Direc-
tor from 1996 to 2011.

For over two decades Andy has been just an incredible public
servant. He has made a reputation for himself even up to the
northern counties like Essex. He is renown in his field. He has
worked to rebuild and upgrade Camden County’s water treatment
plant, implementing really cutting edge changes including focusing
on green infrastructure solutions.

He has utilized green infrastructure solutions in order to help
address the other issues, including Camden’s combined sewer over-
flow challenges. Andy and his team were able to make these im-
pressive improvements—I think this is good news to all of us—
while holding user rates steady for 17 years.

Andy currently serves on the Board of the National Association
of Clean Water Agencies as the chair of the Clean Water Industry
of the Future Committee and Environmental Justice and Commu-
nity Service Committee. He also serves on the New Jersey Environ-
mental Justice Advisory Council.

I am grateful that he is here now to contribute to this Com-
mittee. 1 always say that Washington would be a better place if
more Jersey came down here.

Thank you.

Senator BoozMAN. Very good. Thank you.

Senator Duckworth.

Senator DUCKWORTH. Thank you, Mr. Chairman.

I am pleased to welcome Josh Ellis, Vice President of the Metro-
politan Planning Council in Chicago.

Since 1934 the Metropolitan Planning Council has worked to
shape a more equitable, sustainable, and prosperous Chicago land
region by developing, promoting, and implementing solutions for
sound regional growth.
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For more than a decade Josh has been at the forefront of the
MPC’s urban and regional planning efforts through initiatives like
Green Rivers Chicago and Transform Illinois. Josh is the leading
voice in the regional conversations about storm water management
and water supply management, as well as advancing meaningful
surface and water infrastructure investment policy.

I greatly appreciate his willingness to join us today. I very much
look forward to his testimony.

Thank you.

Senator BoozZMAN. Mr. Frazee, you are welcome to proceed and
present your testimony.

STATEMENT OF MIKE FRAZEE, RECENT PARTICIPANT IN THE
RURAL DRINKING WATER ASSISTANCE PROGRAM, ROGERS,
ARKANSAS

Mr. FRAZEE. Thank you, Senator Boozman.

Good morning, Chairman Boozman, Ranking Member
Duckworth, and members of the Subcommittee.

I would like to express mine and my mother’s gratitude for the
opportunity to share our story. My name is Mike Frazee, and for
most of my life, my family lived without access to safe and reliable
drinking water.

It is my hope that through telling my story and struggles to se-
cure safe, reliable drinking water that Congress will put in place
policies that will bring affordable drinking water to millions of
Americans who live in our nation’s rural areas.

Providing rural communities with the resources to install wells
and well systems may be the single most important form of assist-
ance our Government can provide.

I live in rural, northwest Arkansas, an area of great natural
beauty but where access to basic services like drinking water can
be extremely difficult. Life without drinking water can be stren-
uous and stressful. You are constantly worried about how much
water you have and how much water will be consumed in simple
day to day activities.

In my part of the world, people drive every day and thousands
of miles a year to haul water from a coin operated water machine
to their homes. If the water station is broken or there are bad
weather conditions, you might have to go several days without
water. Hauling water consumes many hours a week, plus tremen-
dous wear and tear on vehicles, and has resulted in a number of
deadly accidents.

My dad, who is a disabled veteran, spent much of his life hauling
water to our home. My mother was constantly stressed about how
much water we had. Many people in our area, veterans, disabled,
single parents, are down on their luck, just trying to do right and
survive. These folks cannot go to a bank and ask for loan to pay
for a well. We do not have the opportunity to tap into city or rural
water systems.

Many of our neighbors struggle to have water. We have seen sin-
gle moms taking their children to haul water in buckets. One also
worries about the quality of the water being hauled. The water sta-
tion uses a sign that states, “We cannot ensure the quality of the
water.” How awful is that?
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In 2014 our prayers for a reliable, affordable source of drinking
water were answered. My mother contacted Senator Boozman, who
listened to our story and took action to help our family and families
like ours get drinking water. Senator Boozman arranged meetings
between my mom and the Water Systems Council that resulted in
the drilling of wells that brought fresh reliable drinking water di-
rectly into my mother’s home and eventually into my home and our
neighbors’ homes.

Wells and well systems are a godsend to rural communities like
mine. We were never going have the resources to pay for a drink-
ing water treatment facility or run water lines many miles. How-
ever, wells proved to be a very cost effective alternative for me and
my neighbors. The Water Systems Council, through its Water Well
Trust, has provided my parents, myself, and families across Arkan-
sas quality drinking water at a reasonable price, through wells.

Last year Senator Boozman worked with Senator Cardin—thank
you, Senator Cardin—to have the Water Supply Cost Savings Act
enacted into law, legislation requiring the USDA and the EPA to
set up clearinghouses with information on the use of wells and well
systems to meet rural drinking water challenges. The Water Sys-
tems Council has proven that wells can reduce the cost of providing
drinking water to many rural communities by over 75 percent.

The 2011 EPA Needs Survey estimated the shortfall in drinking
water funding for small communities at $64.5 billion. We have seen
in Arkansas that wells can significantly reduce the cost of pro-
viding drinking water in many small rural communities, and Con-
gress should do everything it can to promote the use of wells in
these rural areas. I know first-hand the importance of safe, afford-
able drinking water, and wells are a part of the solution.

Thanks again to Senator Boozman and Senator Cardin for your
work to bring the promise of wells and well systems to commu-
nities across rural America.

I would now like to show you a brief video documenting the role
that safe, affordable drinking water played in transforming the
lives of my neighbors in Arkansas. [The video is available online
at
https://www.youtube.com/watch?v=_ GkV4kD7Zyc. The video also
is available in the Committee files.]

[The prepared statement of Mr. Frazee follows:]



Mike Frazee
Recent Participant in Rural Drinking Water Assistance Program
Roger, AR

Mr. Frazee has lived in Rogers Arkansas since 1990. Since moving to Rogers to be closer to his
family, he has not had running water.

In 2014, Mr. Frazee's mother contacted Sen. Boozman to tell him the problem the community
was facing. Sen. Boozman put them in touch with the Water Systems Council, who were able to
drill wells that brought fresh reliable drinking water directly to their home and their neighbors’
homes.

Since then, Mr. Frazee has been getting the word out to everyone who is still hauling water in his
community, Whenever he sees someone hauling water, he stops them and tells them about the
options that are available for assistance.

Mr. Frazee currently resides in Rogers Arkansas with his wife Jenny. He has been running his
own contractor business for a number of years.
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Introduction

Good afternoon.

Chairman Boozman, Ranking Member Duckworth and Members of the
Subcommittee, I would like to express my and my mother’s gratitude for the
opportunity to share our story. My name is Mike Frazee and for most of my life,
my family lived without access to a safe, reliable drinking water.

It is my hope that through telling the story of my family’s struggle to secure
safe, reliable, drinking water that Congress will put in place policies that will bring
affordable drinking water to thousands of Arkansans and millions of Americans
who live in our nation’s rural areas. Providing rural communities with the
resources to install wells and well systems may be the single most important form
of assistance our government can provide.

Setting the Stage

1 live in rural, northwest Arkansas — an area of great natural beauty but
where access to basic services like drinking water can be extremely difficult. Life
without drinking water can be strenuous and stressful. You are constantly worried
about how much water you have and how much water will be consumed in simple
day to day activities. In my part of the world people drive every day, thousands of
miles a year, to haul water from a coin operated water machine to their homes,
And, if that water machine is broken or you have a snow or ice storm you might
have to go several days without water.

Hauling water consumes many hours a week, puts tremendous wear and tear
on your vehicle and has resulted in a number of deadly accidents. My dad who is a
disable veteran spent much of his life hauling water to our home. My mother was
constantly stressed about the water level in the tank outside our home.
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Many people in our area (veterans, disabled, single parents) are down on
their luck, just trying to do right and survive. These folks can’t go to a bank and
ask for loan to pay for a well. We don’t have an opportunity to tap into city or
rural water systems. Many of our neighbors struggle to have water. We have seen
single moms taking their children to haul water in buckets. One also worries about
the quality of the water being hauled. The water machine I used has sign that
states — “we cannot insure the quality of the water.” How awful is that?

Wells: A Drinking Water Supply that Works

In 2014, our prayers for a reliable, affordable source of drinking water were
answered. My mother contacted Senator Boozman, who listened to our story and
took action to help our family and families like ours get drinking water. Senator
Boozman facilitated discussions between my mom and the Water Systems Council
that resulted in the drilling of wells that brought fresh reliable drinking water
directly into my mother’s home and eventually into my home and our neighbors’
homes.

Wells and well systems are a God Send to rural communities like mine. We
were never going have the resources to pay for a drinking water treatment facility
or run water lines many miles. However, wells proved to be a very cost effective
alternative for me and my neighbors. The Water Systems Council, through its
Water Well Trust has provided my mom, myself and families across Arkansas
quality drinking water at a reasonable price, through wells.

And last year, Senator Boozman worked with Senator Cardin (thank you
Senator Cardin) to have the Water Supply Cost Savings Act enacted into law —
legislation requiring the USDA and the EPA set up Clearing Houses with
information on the use of wells and well systems to meet rural drinking water
challenges. The Water Systems Council has proven that wells can reduce the cost
of providing drinking water to many rural communities by over 75 percent.

Conclusion

The “2011 EPA Needs Survey” estimated the shortfall in drinking water
funding for small communities at $64.5 Billion Dollars. As we’ve seen in
Arkansas wells can significantly reduce the cost of providing drinking water in
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many small rural communities and Congress should do everything it can to
promote the use wells in these rural areas. I know firsthand the importance of safe,
affordable drinking water and wells are a part of the solution.

Thanks again to Senator Boozman and Senator Cardin for your work to
bring the promise of wells and wells systems to communities across rural America.

I would now like to show you a brief video documenting the role that safe,
affordable drinking water played in transforming the lives of my neighbors in
Arkansas.
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Senator BOOZMAN. Very good.
Mr. Kricun.

STATEMENT OF ANDREW KRICUN, EXECUTIVE DIRECTOR/
CHIEF ENGINEER, CAMDEN COUNTY MUNICIPAL UTILITIES
AUTHORITY, CAMDEN, NEW JERSEY

Mr. KRICUN. Thank you, Senator Boozman.

Chairman Boozman, Ranking Member Duckworth, and members
of the Subcommittee, thank you very much for the opportunity to
appear before you today.

My name is Andy Kricun, and I am the Executive Director and
Chief Engineer of the Camden County Municipal Utilities Author-
ity in Camden, New Jersey. I also serve on the Board of Directors
of the National Association of Clean Water Agencies, NACWA,
which is a not-for-profit trade association that represents the inter-
ests of public clean water agencies nationwide.

I sincerely thank the Subcommittee for holding this important
hearing on America’s funding shortfall for water infrastructure. As
all the Senators said in their remarks, this is a very important
issue for our country.

Our agency, Camden County MUA, operates an 80 million gallon
per day wastewater treatment plant in Camden City that services
over 500,000 people in Camden and 36 suburban towns in southern
New dJersey. We are deeply committed to our responsibility to pro-
tect the public health and the environment, as well as to being re-
sponsible stewards of our ratepayers’ dollars.

Funding our extensive infrastructure is one of our greatest chal-
lenges as a utility. All clean water agencies around the country
have the same missions which are as follows. One is to protect the
public health, both safe drinking water and freedom from sewage
overflows and backups. Children should not have to walk through
puddles of combined sewage to get to their bus stops and should
not have lead in their drinking water.

Second is to protect our environment and keep America open for
business because without water infrastructure, there is no oppor-
tunity for growth. Infrastructure construction and maintenance re-
sult in jobs. There are challenges but also opportunities.

In order to do this and meet our mission of protecting the envi-
ronment and the public health, we have to reinvest in aging infra-
structure. As Senator Duckworth said, our infrastructure is old. In
Camden City, our utilities are as old as the late 19th century, over
100 years. The average life is only about 70 years, as you said.

We also need to comply with Clean Water Act rules and regula-
tions and help support a high quality of life in our community. Our
goal as a drinking water utility is not only to meet our mission of
meeting our permit but also to be an anchor institution in our
neighborhoods. That is an opportunity for clean water utilities.
Many utilities across the country are stepping up to do that.

The need for greater investment in our nation’s infrastructure
has already been discussed today. It is very well known. I agree
with Senators Boozman and Duckworth regarding the D+ grade
from the American Society of Civil Engineers. It is a very serious
challenge. There is a significant infrastructure gap right now.
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In addition, we in New Jersey can speak about climate history.
Hurricane Sandy took place in 2012. As a result, billions of gallons
of raw sewage went into the waterways of New Jersey. There is an
infrastructure gap as things stand today even if the climate does
not worsen.

However, as time goes on, this gap will widen because infrastruc-
ture is only aging, only getting worse, and many predict the cli-
mate will worsen. Therefore, there is a significant gap today, and
that gap will only widen. There is a lot we have to do.

However, on the good news side, there are solutions. I will pro-
pose five solutions that clean water utilities can and want to be a
part of.

First, we have to take it on ourselves and increase efficiency for
our own utilities. We have to be as efficient as possible. We need
to harness the private sector notion of efficiency and harness that
to the public good.

Second, the State Revolving Fund has been so crucial for us in
New Jersey. We are very lucky to have a robust SRF program, the
New Jersey Environmental Infrastructure Trust, that has helped
us with financing.

Third would be additional funding, if possible, above and beyond
the existing SRF appropriation. Fourth would be additional regu-
latory flexibility for innovation. Last is that an affordability pro-
gram for low income customers would be really helpful. Those are
the five things: increased efficiency for us, additional funding, addi-
tional regulatory flexibility and affordability programs.

In our agency, we have been working very hard with regard to
efficiency. We implemented an environmental management system
and a very aggressive management program to improve our effi-
ciency. We also used the State Revolving Fund to rebuild our entire
wastewater treatment plant and ERDA control systems to make
sure we were not having an adverse impact on the residential com-
munity which is only 100 yards away.

We did all this, built our entire plan through improved efficiency
and the State Revolving Fund and were able to hold our user fee
for 17 years. Our user fee in 1996 was $337 per household per
year. Today, it is $352, only $15 a year higher in 21 years. That
shows if we are given the tools, the funding from the State Revolv-
ing Fund plus our own efficiency, we can do the job and do it in
a way without adversely affecting the rates of our customers and
making a positive difference for our community as well.

This could never have happened without judicious use of New
Jersey’s State Revolving Fund which was really critical. We could
not have done it on our own. We could not have done it with only
SRF. We were inefficient; we would not have been able to do it ei-
ther. It is the combination of internal efficiency, plus the State Re-
volving Fund Program which enabled us to improve our perform-
ance and hold our rates.

Through my role as a NACWA board member, I know our situa-
tion is not unique. Clean water utilities across the country rely
very heavily on the State Revolving Fund. It is essential for us to
do our mission.

We know the era of grants has passed. Federal grants would al-
ways be welcomed. The low interest State Revolving Fund is very,
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very helpful. In New Jersey, we are able to get interest rates at
less than 1 percent.

The way this works is that if we are making improvements to
our wastewater treatment plant, we are lowering our operation and
maintenance cost because new equipment uses lower maintenance
cost and lower electricity because of newer technology. We are low-
ering our O&M costs, but our annual debt service is not so great
because of the low interest rates and the 30-year timeframe to pay
back the loan.

By borrowing the money, we are able to actually have an annual
debt service that is lower than the O&M savings from the improve-
ments. That is how we were able to improve our environmental
performance, protect the public health and hold our rate steady.
The help of the Federal Government and the State Revolving
Funds has been essential to helping us meet our environmental
and public service missions.

In addition, we are hoping there will be other opportunities for
funding. As you all mentioned, the infrastructure issue is really a
crisis. More financing and more funding are needed. Again, I think
the State Revolving Fund is a terrific way other utilities can follow
the approach we took to improve their performance and reduce
their costs.

We are also very supportive of other opportunities like EPA’s
Water Infrastructure Financing and Innovation Act, the WIFIA
Program. Tax exempt municipal bonds are important. Leveraging
private investment, where appropriate, through public-private part-
nerships is important.

We utilized a public-private partnership to build a solar panel
system array that enabled us to reduce our annual electricity costs
by $350,000 per year but also lowered our carbon footprint signifi-
cantly. It provides 10 percent of our plant’s electricity.

We were able to do that at no cost. The solar panels were paid
for by the private investor, and we pay 4.8 cents per kilowatt hour
whereas before we were paying 12 cents. It is a win for the rate-
payer, has more resiliency because we have the solar panels in-
stead of relying on public electricity, and also reduces our carbon
footprint.

Public-private partnerships really can be a win-win where larger
utilities can share resources and financing capabilities with the pri-
vate sector and also within our own sector. NACWA, the National
Association of Clean Water Agencies, is working on a peer to peer
initiative in which larger utilities with greater resources can assist
uf‘gfi‘lities with lower resources and work together in a peer to peer
effort.

We want to not only have efficiency within our own utilities indi-
vidually but also within our sector to try to leverage as much as
possible our own resources. In fact, the utility of Chicago is really
a great leader in that peer to peer effort, Senator Duckworth.

Senator BOOKER. Andy, before the Chairman interrupts you, I do
not want you to be interrupted by a non-New Jerseyan. You might
want to wrap up your testimony.

Mr. KRICUN. Thank you, Senator Booker.

In closing, I want to thank the Subcommittee and Congress for
holding this important hearing. Our clean water industry must
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close our infrastructure gap for the sake of our children and future
generations. We can do this work but we do need some help.

Thank you very much for holding the hearing and for the oppor-
tunity to speak before you. I look forward to any questions you may
have.

[The prepared statement of Mr. Kricun follows:]
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Andrew H. Kricun

Andy Kricun is the Executive Director and Chief Engineer of the
Camden County (NJ) Municipal Utilities Authority, which operates an
80 million gallon per day wastewater treatment plant and a large regional
sewer system that services over 500,000 customers in southern New
Jersey.

Mr. Kricun graduated with honors from Princeton University with a
Bachelor’s Degree in Chemical Engineering. He has a Professional
Engineer’s license in Civil Engineering and over 30 years of experience in wastewater and
biosolids management. He has also been selected as a Board Certified Environmental Engineer
by the American Academy of Environmental Engineers.

Mr. Kricun serves on the board of the National Association of Clean Water Agencies (INACWA)
and ig the chair of its Clean Water Industry of the Future and its Environmental Justice and
Community Service committees. He also serves on the New Jersey Environmental Justice
Advisory Council.

Mr. Kricun recently received an Environmental Quality dward from the U.S. Environmental
Protection Agency (EPA) and was also the 2012 recipient of the Praxis Award for Professional
Ethics, and a 2015 recipient of the NACWA President’s Award for service to the clean water
industry.
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Chairman Boozman, Ranking Member Duckworth and members of the Subcommittee,
thank you for the opportunity to appear before you today. My name is Andy Kricun and I
am the Executive Director and Chief Engineer of the Camden County Municipal Utilities
Authority in New Jersey. I also serve on the Board of Directors of the National Association
of Clean Water Agencies (NACWA), which is a not-for-profit trade association that
represents the interests of public clean water agencies nationwide.

1 sincerely thank the Subcommittee for holding this important hearing on America’s
funding shortfall for water infrastructure, At Camden County MUA we operate an 80
million gallon per day wastewater treatment plant and a large regional sewer system that
serves over 500,000 customers in southern New Jersey. We are deeply committed to our
responsibility to protect the public health and the environment, as well as to being
responsible stewards of our ratepayers’ dollars.

Funding our extensive infrastructure is one of our greatest challenges as a utility. Like
clean water agencies around the country, Camden County MUA has many competing
pressures ~ including rhe need to reinvest in aging infrastructure, maintain and upgrade
treatment processes, comply with Clean Water Act rules and regulations, make strategic
long-term investments, and help support a high quality of life in our community which
has significant affordability constrainrs. Underlying all these challenges is the ongoing
obligation to optimize our infrastructure and our performance for the protection of the
public health and the environment.

The need for greater investment in our nation’s infrastructure, including water, is well
known. Nationally, our nation’s clean water infrastructure has received a D+ grade from
the American Society of Civil Engineers’ infrastructure report card, and the EPA calculares
national investment needs just to fully comply with the Clean Water Act under current
conditions at approximately $271 billion over the next 20 years.

In making operational and investment decisions we also need to account for changing
conditions such as precipitation patterns that affect the volume and intensity of flows
through our system, including extreme storms. As an example, during Hurricane Sandy
and its aftermath, billions of gallons of untreated wastewater were discharged into our
waterways; drinking water systems were overwhelmed as well.

CCMUA is working on wide-ranging efforts to address this infrastructure funding
challenge at our local level. First and foremost, we are focused on improving our own
internal efficiency, including optimized asset management, implementation of an
environmental management system, and minimization of costly reactive and emergency
maintenance. In these ways, clean water utilities can reduce operations, maintenance, and
capital costs and thereby partially reduce the gap between their funds and their
infrastructure requirements.
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We similarly look to Congress and EPA to help ensure we can advance federal Clean Water
Act goals as efficiently as possible. Compliance with the Act is a key driver of ratepayer
costs, and so ensuring that dollars spent are being used to achieve the greatest possible
return is key to addressing the infrastructure gap.

Along these lines, I applaud the Senate Environment and Public Works (EPW) Commitree
on passing $.692, which would codify the Integrated Planning approach to meeting Clean
Water Act obligations. The advancement of Integrated Planning has been a key priority for
NACWA, and we thank the Committee for its commitment to this important issue.
NACWA also is very supportive of water quality partnerships between municipal
wastewater entities and upstream landowners, and we thank the Subcommittee leadership
for their interest in this issue. We believe these partmerships hold great potential to help
reduce water infrastructure costs and improve water quality.

I also applaud Subcommittee leadership for introducing S.1137 which would reauthorize
the Sewer Overflow Control Grant program. Funding for this program would help
utilities across the country that are working hard to address sewer overflows - a leading
cause of rate increases for many utilities.

While clean water utilities welcome grant funding opportunities, we most often now look
to the federal government for financing tools, particularly the Clean Water State Revolving
Fund. In Camden County, we used NJ’s SRF, the New Jersey Environmental Infrastructure
Financing Program, to rebuild and upgrade our entire wastewater treatment plant,
significantly improving its water quality and odor control performance. We did so while
holding user rates steady for 17 years, from 1996-2013. The operational efficiencies
introduced through our environmental management system were a big part of this
success.

However, this could never have been accomplished without judicious use of New Jersey's
State Revolving Fund. The program offers loans that are, in sum, 75% interest free and
spread out over 30 years. This results in very low annual debt service payments for new
capital infrastructure. Since new equipment usually reduces maintenance and increases
energy efficiency, the savings in operations and maintenance costs equaled or even
exceeded our annual debt service payments. The importance of the SRF in accomplishing
this cannot be underestimared.

Through my role in NACWA I know that we are not unique- the SRF is a fundamental
tool for addressing the infrastructure funding gap around the country. The program has
received strong support from Congress and as President-Elect, President Trump called for
a tripling of the SRF. NACWA believes additional funding for the SRF is vital. As stated
previously, the SRF enabled our agency to significantly upgrade our facilities without
raising user rates.
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Further, in the last Congress a Senate-passed provision would have established a Water
Infrastructure Trust Fund to augment federal SRF funding through a voluntary label on
certain consumer goods. This concept is strongly supported by the Water Infrastructure
Network and NACWA welcomes this and other efforts to increase the funds available
through the SRFs.

NACWA is also very supportive of other “tools in the toolbox” to facilitate investment in
clean water. These include EPA’s Water Infrastructure Finance and Innovation Act
(WIFIA) Program, tax-exempt municipal bonds, leveraging private investment where
appropriate through public-private partnerships, and even utilizing “public-public”
partnerships where larger utilities can share resources and financing capabilities with
smaller utilities. Tax incentives to bring innovative technologies and approaches into the
water sector are also vital and can spur what we call the “Utility of the Future” initiative.

In short, any approach that helps “grow the pie” of available funding and financing
options for water infrastructure is worthy of consideration. And we call for the federal
government to put increased federal dollars on the table, along with state and local
money, to help address our water infrastructure challenges.

Finally, I would like to briefly address what is at the heart of one of the most vexing
challenges facing our sector and, I believe, a key cause of the growing infrastructure gap -
affordability. Nationally, the cost of clean water services has increased faster than the rate
of inflation for 15 consecutive years. For households with low or stagnant incomes, the
amount they are spending on water often exceeds what EPA considers affordable.

Municipalities are facing enormous pressure to set rates based on the often-growing
percentages of low-income households in their service area- even if it means deferring
investments. A safety net for the lowest-income households would better position utilities
to charge rates that fully reflect the true cost of service. NACWA is exploring the concept
of a Water Ratepayer Assistance Program to both address low-income household
affordability challenges while incentivizing utilities to move towards full-cost pricing.
This is a concept we look forward to discussing with the Subcommittee and other
Members of Congress in the near future.

In closing, I would like to thank the Subcommittee, Congress, and the Administration for
their focus on infrastructure investment. I believe that investment in water is a non-
partisan issue. Investment in water infrastructure creates jobs, ensures urban and rural
development, and protects public health and the environment. As Congress develops its
budget and considers infrastructure legislation, clean and safe water infrastructure
investment needs to be a top investment priority. Only a long-term local/state/federal
partnership can usher in the era of the Clean Water Utility of the Future.

1 thank you for holding the important hearing and look forward to answering any
questions.



22

NACWA

2016 COST OF CLEAN WATER INDEX Recional Average
Annugl Charges (29016)

$560
Average Charge for Wastewater S

Services Increases 2.6% in 2016

NACWA's 2016 Cost of Clean Water index indicates that the
average cost of wastewater services rose 2.6 percent in
2016, double the rate of inflation as measured by the
Consumer Price index {CPY) {see Cost of Clean Water index
vs. Inflation chart below). The national average amount that LA SR
a single-family residence pays for wastewater collection and treatment 3 S : 368
{i.e., the sewer service charge) is now $479 per year. This is the 15th consecutive
year that sewer service charges have increased faster than inflation, doubling the
average sewer service charge since 2002,

REGIONS

The national average of $479 provides only part of the piciure. Sewer service charges vary
widely among EPA regions and states, and are affecied by demographics, geography, aging infra-

structure, local water quality issues (e.g., totat maximum daily loads), wet weather infrastruciure 2016 NACWA Cost of Clean Water
needs, and drought-related water conservation. As an example of these variations, the Regional index Summary

Average Annuo! Charge map {above) shows a breakdown of average charges by EPAregion. The

average service charge by region varies from a low of $258 in EPA Region 8 to a high of $860 in 103 M”_L‘ON
Population Served

EPA Region 1.
167 Utifity Respondants

The Cost of Clean Woter index vs. Inflation chart (below) presents a national snapshot of the
increase in service charges, as compared to inflation, since 2002. Table A-1 {see Cost of Clean
Woter Dato Annex, page 3) provides a breakdown of NACWA Index values and service charges
back to 1985, the base year for the /ndex. The values for 2016 are based on the responses from
167 NACWA members serving nearly 103 million people,

$47 Avg. National Annual
Sewer Servica Charge

In 2016, a majority of clean water utilities implemented rate structures that resulted in increases \ncrease in Sewer

in the average annual household service charge. However, in some communities {6% of respon- ! 2.6% Charges from 20152016
dents), volume-based rates increased, but average service charges dropped due to reductions ‘

in residential water use. Additional national and regional data are included in Tables A-1and A-3

{see Cost of Clean Water Data Annex, pages 3-4), b 1 3% L",féi?;i;”x 28?2"7"5?&
» 2

10% # NACWA Index

I Consumer Price index Annual Change in Cost of Clean Water Index vs, Inflation
B8.2%
8% -4
2017 to 2021 Projected Service
4% Charge Changes Based on Approved
A% L
6% - 5.5% and Anticipated Rate Increases
47%
1% 4%
4% 4 3.
2%
0%
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
2%
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Projected Charges Expected to Increase 3.9 to 4.7% per Year Projected increases in Charges
20%7-2021

Customers pay for sewer services in a variety of ways. Charges may be based on

property vaiues, gallons of water used, on a flat rate, or include some combination

of these values. Because of this variability, the NACWA /ndex uses what the average

single-family residence pays annually because it is a more consistent measure to

track the cost of service over time.

1% Average

This year NACWA's Index indicates that clean water ytilities are expecting average
charges to continue to increase from 3.9 to 4.7% per year for the next five years.
Consent decree requirements and associated new capital construction and debt
service were the top reasons cited by respondents for projected rate increases
greater than 25 percent {over 5 years). Other drivers for large rate increases include
infrastructure rehabilitation and replacement, higher operation and maintenance
costs, cominbed sewer overflow (CS0) long-term control plan compliance, and sewer

41% Average 201

system improvements to reduce sanitary sewer overflows {(SSOs). °
“ 40
%
The Projected Increoses in Charges, 2017-2021 chart {right) shows the projected ;2) 395 Avorage 201
percentage increase In charges distributed among agency respondents. Of those 2
utilities responding, nearly one-half of agencies project cumulative five-year rate B
increases above 25 percent é
5 .
= i D
Average Annual Service Charge Has Doubled in Last 14 Years
The Averoge Annual Service Charge chart {below) presents a national snapshot of - 4% Average 2020

sewer service charges since 2000, and provides a projection of average charges

through 2021 From 2002 to 2016, the average annual service charge has doubled
from $239 to $479. Meanwhile, the Consumer Price Index (CPI) has increased only -
33 percent in this same time period.

The average annual sewer charge of $479 represents 1.97 percent of the 2016
Federal poverty income threshold {$24,300) for a family of four. This proportion has - 4% Average 201
risen from 1.3 percent in 2000. Projected increases in rates show the average charge
reaching nearly $600 by 2021

Disclaimer: The NACWA Index strives to use the best avaiiable dala each year when determining cusrest aad Nstaricat 0% | S0-3% | 3-B% | BT | o7 0% 0 18% 5%
hausehaid ehacges and trends. These data are intended for comparison purposes only, and ase subject to change from
one yeas 1o the next. Whie this dacoment presents the most up-to-date data avaiiable, if better dats become available ip Projected Increase

the

2, the tata presented here may he modified

Average Annual Service Charge, 2000-2016 & Projected

$700 - wewsn NACWA Index
o Conswmer Price Index {as § amount)
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4400 4 saps S0 50
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$200 -4

$100 -4

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 207 2012 2013 2014 2015 2016 2007 2018 2019 2020 2021



24

2016 NATIONAL DATA ANNEX

Table A-1: NACWA Cost of Clean Water Index, 1985 to 2016

Average Ghangeto Popilation “fotal Responses iy
NACWA - Change fram, Servige Changa from Consumer Total represented Both Previous and:
Index Pravious Year Charge (%) Previous Year($) Pricaindey Respopses finirilions) Curient:Year:

Hote  The valus of the annyat Service Charge Index s besed! on of responses received. The base year has been ingexed (o the valte of 102

Note 2: The arsmyor percast chonge i e inde (nationol and ragiana) is based on the responses af those agencies Hhot responded in both the previaus yeas oot e cuao yoor using lhe sams colculotion mathed.



25

2016 NATIONAL DATA ANNEX

Table A-2: Projected Annual Service Charge Increases, 2017-2021

Average Annual Increase (%) ' 41% 41%
Average Service Charge {Projected $) $520.03 $565.99
Change from Previous Year ($} $2179 $24.30
# of Tota! Responses 136 131
# of Responses with Numeric Estimates 91 75
Approved 6 9%
Planned 44%
No Change % &%

Uncertain

Table A-3: Regional Annual Average Sewer Service Charges, 2016 Summary

Region 1. Regioh 2.1 Region 31 'Regiond 1 Region 5 'Region 6 "Reglon 7 Region 8. Reglon 9 Region: 10 National

# of agencies

Population

Average $500.82 $368.41 $557.82

Median $4141 $35916 $492.31

Minimum 417815 $216.60 $300.66

$862.20 $776.74

Maximum $648.08

tyesr (2015-16)

3-year {2013-16)

S.ysar (2011-16)
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2016 EPA REGIONAL DATA ANALYSIS

Table R-1: Service Charge Index By EPA Region (1985-2016)

# of Respornises
Population .

Note 3 Tobte R-11s based or alf responses recaived. Yoo
., recent values for Region 5 are impactad by ¢
spanding in 2015 (Tobls R1). Hawsver, o7 anolysis

jaar comparisens should rot by performed in ihess deta, but o1 the chunge in the Index mong conman survey respondents, as shows in Toble 8-2. For
rices in Survey respandents between J015 and 2016, Region § wiities responding 16 the 2045 stsvey indicated o fower average semvice chargs thon Region 5
of comemen Region & otilty respendents batwaen 015 (6 2016, shows  skght incrzase in the qvarage service charge (Table R-2).

Table R-2: Service Charge Index Change vs. Inflation Rate by EPA Region (1986-2016)

7 Region & Region 9 Region 10, Nay i LRE
19%

Régiorct Region 2 Reglon 3 Reglon i Region 5 1 Region & Ry

2.8%

16%
3.2%
2%
15%
16%
(373
13%
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2016 EPA REGIONAL DATA ANALYSIS

Regional Service Charge Index as a Percent of the National Average (1986-2016)
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Year oni Region? gion 4 4
1985 $8774 $142.85 . $104.57
1986 $52.07 ; $147.95 $104.0
087 $103.02 $156.86 $146.20 $104.95 [
1988 ; $1310 $15213 $158.47 ‘ 314284
1989 $13073 $156.29 $168.07 . $154.60
1990 $15108 $167.81 $180.86 $neE . $162.91
991 $171.40 $175.78 $173.30 $123.73 $178.43
1992 $20086 $183.28 515,65 $2022 | $198.3
1993 ‘ $202.01 $19473 $192.52 $14167 $206.26
994 $228,65 $209.38 $196.97 . . $231.06
1985 $221H $22146 $21258 1 X $25236
1996 $212.09 $230.37 $21783 & $265.79
1997 $213.84 $24179 $216.85 & $272.46
1998 $22048 $240.56 $21437 . $280.25
999 $22857 $28773 s2270 § $28534
2000 $228.20 $258.41 §2181 33 ¢ $30572
2001 $258.85 $284.27 $212.68 $312.30
2002 $276.08 | $26874 $22566 . $348.21
2003 $28670 $311.31 $228.64 $375143
2004 £$288.61 $300.02 $264.95 . $387.05
2005 $32174 $332.32 $26610 . $424.45
2006 $33777 ; $312.28 $286.47 . $362.64
2007 335137 & $346.23 $25873 ] & $38180
2008 : $32615 $27261 : $40739
2009 3 $35174 $20157 $414.82
2010 X $397.24 $289.33 . $414.22
201 $437.43 | $436.65 $315.88 : $44701
2012 $425.98 $48227 $334.36 . $a7193
203 $460.26 343075 $366.93 .S $502.29
2014 $48157 3 $470.27 $371.67 481142
206 S $496.0¢ $475.95 3366.07 $533.32
2016 $510.38 359706 $368.41 . $56288
# of Responses 15

Population misiions) | . X 50

Distribution Trend of Average Annual Residential Charge (National)
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Regional Distribution of Service Charges {2016}
{Charge vs. Percent of Charges Less Than Value)
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Overview

A)

B)

The Infrastructure Gap Problem

It is self-evident that properly functioning drinking water and wastewater treatment
systems are essential to maintaining the public health of our citizens and protecting
our environment. Moreover, our industries and commerce depend upon the
reliable provision of drinking water and wastewater services. It is no exaggeration
to say that society cannot function without reliable drinking water and wastewater
services. Yet, in 2017, the American Society of Civil Engineers gave the nation’s
drinking water infrastructure a “D" grade and wastewater infrastructure a "D+"
grade. This is indicative of a very significant vulnerability, and corresponding
threat to the public health, the commerce and the environment of our country.

Moreover, recent history, such as the events of Hurricane Sandy has shown us
that our existing infrastructure is inadequate to deal with extreme climate
events. During Hurricane Sandy and its aftermath, billions of gallons of untreated
sewage were discharged into our waterways; drinking water systems were
overwhelmed as well. It is not likely that things will improve in the future without
significant intervention—our infrastructure continues to age, which will increase the
infrastructure gap absent significant increases in investment, and future climate
projections indicate that the work of clean water agencies will become more
challenging, not easier.

Proposed Solutions

In order to protect the public health, the economy and the environment, it is
essential that clean water agencies take steps to close the existing infrastructure
gap. Below are seven important solutions which CCMUA has found would help
to close the clean water infrastructure financing gap:

1) Optimize internal_efficiency, including optimized asset management,
implementation of an environmental management system, and minimization
of costly reactive and emergency maintenance through optimization of
preventative maintenance. In these ways, clean water agencies can
reduce their operations and maintenance costs, and the cost of new capital,
and thereby partially reduce the gap between their funds and their
infrastructure requirements.

2) Utilization of State Revolving Funds in order to reduce the annual debt
service cost of new capital. The State Revolving Fund (SRF) program is a
tremendous aid to clean water agencies in their efforts fo reduce the
infrastructure funding gap. Camden County, NJ is an especially good
example of the vital importance of the SRF program. We used NJ's SRF
program, the New Jersey Environmental Infrastructure Financing Program,




32

to rebuild and upgrade our entire wastewater treatment plant while still
holding user rates steady for 17 years, from 1996-2013.

3) Public-Private partnerships also offer an excellent opportunity to reduce
the infrastructure funding gap. Tax incentives that encourage private sector
investment in clean water infrastructure would be extremely helpful. For
example, thanks to tax incentives extant at the time, Camden County
entered into a power purchase agreement with a solar panel provider which
reduced electricity costs for our ratepayers by over $300,000 per year and
reduced our vulnerability to power outages.

4) Public-Public partnerships- Improved performance from clean water
agencies can be hastened by developing information sharing
programs/mechanisms that facilitate systematic and efficient dissemination
of utility best practices across the clean water sector. In addition to best
practices, leading clean water agencies around the country can share
resources and financing capabilities with those with fewer resources and
staff expertise, such as smaller utilities. In this way, the learning curve for
best practices can be traversed more quickly thereby improving
environmental performance to address infrastructure challenges at a
reduced cost.

5) Public education and fransparency- Clean water agencies also have an
important need to continue to educate the public about the importance of
water infrastructure. Through environmental education initiatives, public
outreach and transparency in our work and our expenditures, we must help
to create ratepayers that understand how essential water infrastructure is
to public health and the public good, and who are therefore willing to pay
support full cost pricing in order to restore and maintain our water
infrastructure.

6) Affordability- Clean water agencies would be helped immeasurably if
there were affordability/rate assistance programs available, similar to those
available for electricity and heat, to low-income customers. [f these
programs were available in the clean water industry as well, clean water
agencies could have more flexibility to charge the full cost rates that they
need to charge in order to address the infrastructure investment gap with
the assurance of assistance for their low-income ratepayers for critical water
services.

7) Stormwater fees in combined sewer communities- In communities with
combined sewers, when rainwater mixes with sewage, the mix becomes
wastewater itself that cannot be distinguished from the original sewage and
must be treated in exactly the same way. So, the ability to charge a fair
rate for impervious surfaces would enable clean water agencies to more
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fairly apportion the true costs of treating combined sewage flow among their
customers.

In summary, clean water agencies are not looking for a *handout”, but for a “hand up”, a
helping hand to supplement our own efforts to meet our infrastructure obligations. We
are hoping that:

» the State Revolving Fund program (SRF) can not only be preserved, but
expanded

» incentives to private sector entities to invest in clean water infrastructure
can be enhanced

» programs allowing rate assistance for lower income families could be
implemented,

» existing financing tools and programs of the federal government be
maintained or enhanced, and

+ stormwater fees in combined sewer communities would be allowed.

Increased investment in our nation's water infrastructure is not only absolutely necessary
to protect our public health and the environment, but it will also have the happy corollary
effect of creating more jobs both to construct the new grey and green infrastructure but
also to help maintain it as well. Just as President Roosevelt did with the Civilian
Conservation Corps and President Eisenhower with the construction of the Interstate
Highway system, there is a tremendous opportunity to close both the water infrastructure
gap AND the job creation gap at the same time.

About the Camden County (NJ) Municipal Utilities Authority

The Camden County Municipal Utilities Authority (CCMUA) operates an 80 million galion
per day wastewater treatment plant, and a 125-mile regional sewer system, that provides
sewage treatment and conveyance service to the 500,000 residents of Camden County,
NJ. Camden County consists of the county seat of Camden City, one of the most
economically distressed cities in the nation, and 36 suburban municipalities of varying
economic wherewithal. The CCMUA discharges to the Delaware River and is, after
Philadelphia and Wilmington, the third largest point source discharger to the
Delaware. In addition, the CCMUA's treatment plant is only about one hundred yards
from a residential community of about 1800 people. Therefore, the CCMUA faces four
main challenges:

e optimizing environmental performance to optimize the water quality of the
Delaware River

» minimizing odor impact on the adjoining neighborhood
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« restoring and preserving our infrastructure, and reducing our vulnerability to severe
storms

« accomplishing all of these goals while minimizing costs to our ratepayers,
particularly those living in the economically distressed city of Camden

Optimization of Internal Efficiency

In order to accomplish these triple bottom line goals, the CCMUA decided to implement
an Environmental Management System (EMS). An EMS is a management system
approach that assists a utility to (1) identify its main organizational priorities and then (2)
harness its wherewithal, in an organized, systematic way to meet those priorities on an
ongoing, sustainable basis. The purpose of the EMS is to optimize the efficiency of the
agency toward meeting its main priorities, and ensuring that optimal performance is
sustained. It is not simply a project with a finite endpoint but rather an ongoing
philosophy/system adopted by the utility to sustain optimal performance and to continually
look for opportunities to improve.

As stated above, the CCMUA's main goals were (1) optimization of environmental
performance, (2) minimization of adverse odor impact upon its neighboring community
and (3) optimal cost efficiency. The CCMUA systematically went through every aspect
of its operation and identified opportunities to improve performance through improved
operations and maintenance and also through capital improvements. As a result, the
CCMUA:

« significantly improved the water quality and dissclved oxygen content in the
CCMUA's zone of the Delaware, and

« reduced odor violations from an average of one per month, to less than one per
year, even though the plant is, as stated above, only 100 yards away from a
residential community, and

+ accomplished this while holding rates steady for 17 years. Specifically, the
CCMUA's rate was $337 per household per year in 1996. In 2017, the CCMUA’s
rate is now only $352 per household per year. However, when factoring inflation
in over the 21-year interval, from 1996 to 2017, this represents about a 30% rate
decrease for the CCMUA's customers,

Therefore, by improving internal efficiency, the CCMUA was able to significantly improve
its environmental performance without any cost impact to its ratepayers. To help achieve
this outcome CCMUA leveraged the State Revolving Fund.

The Vital Importance of the State Revolving Fund in the CCMUA'’s Success
As stated above, the CCMUA was able to significantly improve its water quality and odor
control performance while holding rates stable for 17 years. The operational efficiencies
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introduced through the EMS were a big part of this success. However, this could never
have been accomplished without judicious use of New Jersey's State Revolving Fund,
the New Jersey Environmental Infrastructure Trust (NJEIT).

The NJEIT offers loans that are, in sum, 75% interest free, and spread out over 30
years. This results in very low annual debt service payments for new capital
infrastructure. Since new equipment usually reduces maintenance and increases energy
efficiency, the savings in operations and maintenance costs equaled or even exceeded
our annual debt service payments. In this way, the CCMUA was able to rebuild and
upgrade all of the main process units of its wastewater treatment plant, thereby optimizing
its environmental performance, and build new odor control systems, thereby minimizing
its odor impacts upon the adjoining community, while still reducing the total sum of its
O+M costs and annual debt service.

The importance of the SRF in accomplishing this cannot be underestimated. The low
interest rates offered by the NJEIT allowed the necessary capital improvements to
improve environmental performance and without raising rates for our customers. in fact,
the CCMUA was able to offer a host community discount for homeowners in the
economically distressed City of Camden while still holding rates steady for its suburban
customers. The State Revolving Fund program is a perfect example of how clean water
agencies don’t need a handout, but do really need the helping hand offered by the low
interest loan program. It made all the difference for the Camden County MUA in reducing
its infrastructure funding gap.

Public-Private Partnerships-  Judicious use of public-private partnerships has also
helped the Camden County MUA close its infrastructure funding gap. For example, we
entered into a power purchase agreement with a private entity for the installation of solar
panels at our treatment plant. The private entity designed, installed, owns, operates and
maintains the solar panels, and charges the CCMUA 4.8 cents per kilowatt/hour, which
is less than half of what we are paying for normal electric service. Thus, we were able to
save about $300,000 per year in electricity costs for our ratepayers without spending a
penny for the solar panels.

We also entered into a design/build contract with another private entity to construct a
biosolids digester and combined heat and power system to generate green energy for our
plant from our biosolids. There are many instances in which a public-private partnership
can result in a more favorable apportionment of risk that can make the difference between
a go, or no go, for a project.

Public-Public Partnerships- In the case of public sector utilities, at least, there is a
sincere willingness to share information with fellow utilities. And, in many instances, the
problems faced by one utility has already been solved by another utiity in the
industry. The National Association of Clean Water Agencies (NACWA) is seeking to take
advantage of that largely untapped resource by creating a peer to peer network which will
facilitate the transfer of knowledge between higher capacity utilities and lower capacity
utilities in order to accelerate and shorten the learning curve. Facilitating the sharing of
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peer to peer information and resources will help to reduce the infrastructure gap as well
as ensure that utilities get to the right answers to their problems more quickly and more
cost effectively. If one utility develops a best practice that reduces cost or improves
environmental performance, and if 100 more utilities learn about this practice through an
effective system of information dissemination, then the benefits to the ratepayers, the
infrastructure and the environment are multiplied 100-fold.

Improving Education and Transparency- It is essential for clean water agencies,
environmental regulatory agencies and clean water advocacy organizations to raise
awareness for the average citizen/ratepayer about the importance of clean water
infrastructure to the public health, the economy and the environment. This needs to be
done via environmental education initiatives and ongoing direct engagement with our
ratepayers. Increased transparency of our operations is also necessary so that
ratepayers understand where their rate dollars are going and how they are being spent.

In addition, we must work to educate the youth of our nation about the importance of our
water resources and our clean water infrastructure as they will be the ratepayers and
environmentalists of the future.

Affordability- The Camden County MUA services 37 municipalities, consisting of
the County seat of Camden City and 36 suburban municipalities. There is great disparity
between the largely affluent suburban towns and Camden City, which is one of the
poorest cities in the United States. Our utility is a good example/case study of the
importance of developing supplemental rate assistance for water service, similar to those
available for electricity and gas services, o lower income families. If such programs were
in place, then the CCMUA and its fellow clean water agencies could charge the rates
necessary to restore and preserve our infrastructure without adversely impacting the most
financially vuinerable members of our community. Again, this is another example of clean
water agencies just needing a helping hand to enable them to maintain their infrastructure
and meet their federal Clean Water Act obligations.

New Job Creation and Job Training

Restoring and preserving our clean water infrastructure will not only enable clean water
agencies to fulfill their missions to protect the public health and the environment, but will
also result in the creation of a significant number of construction jobs. In addition to
construction jobs for typical grey infrastructure, the creation of green infrastructure offers
the added bonus of creating new green space maintenance jobs which have low barriers
to entry.

Conclusions and Recommendations
In summary, | offer the following conclusions and recommendations:

1) There is a very significant water infrastructure gap that exists at present, even
under present climate conditions.
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2) This gap, if not dealt with, will only widen as infrastructure continues to age and
climate conditions become even more unfavorable.

3) Dealing with the infrastructure gap will require (a) optimized efficiency from
clean water agencies, (b) continued economic support from Federal and State
governments in the form of support for State Revolving Funds and tax incentives for
private partners and (c) support from ratepayers for a fair rate needed for preservation of
our water infrastructure on a sustainable basis.

4) There is an opportunity for a "win-win" in dealing with the infrastructure gap as
construction of new grey and green infrastructure will also create jobs at a time when they
are badly needed in our economy. Just as President Roosevelt did with the Civilian
Conservation Corps and President Eisenhower did with the construction of the Interstate
Highway system, there is an opportunity to solve an infrastructure problem AND a job
creation problem at the same time.

5) Environmental Management Systems are an excellent way to optimize the
performance of clean water utilities on a sustainable basis, and should continue to be
promoted by regulatory agencies, utilities and clean water advocacy agencies.

6) In order to better preserve our precious water resources and optimize our clean
water infrastructure, the best practices of leading clean water utilities should be widely
disseminated to as many other utilities as possible as quickly as possible in order to
accelerate the learning curve of the industry and reduce the infrastructure gap.

7) Clean water utilities, regulatory agencies and clean water advocacy agencies
must continue to make environmental education a top priority in order to gain needed
support for infrastructure improvements from ratepayers, and to help develop the
environmentalists and ratepayers of the future.

8) Affordability programs for lower income families will enable utilities to charge
full cost rates that will permit the restoration of infrastructure that is required, without
unduly burdening the most economically vulnerable members of the community.

9) Job creation will closely parallel investment in water infrastructure and is an
added bonus to restoring our clean water infrastructure.
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Senator INHOFE [presiding]. Thank you, Mr. Kricun.

So people will know what is going on, Senator Boozman had to
do an emergency thing at the Appropriations Committee. He will
be right back. We will see people rotating, and our staffs are here.

We very much appreciate your testimony.

Mr. Ellis.

STATEMENT OF JOSH ELLIS, VICE PRESIDENT,
METROPOLITAN PLANNING COUNCIL, CHICAGO, ILLINOIS

Mr. ErLis. Thanks for having me today. I am the Vice President
of the Metropolitan Planning Council which, since 1934, has been
working on urban and regional development issues in the greater
Chicago region.

The greater Chicago region is certainly the city of Chicago but
also seven other counties with a total of about 280 independent
municipalities. The State of Illinois leads the nation in units of gov-
ernment. We have about 8,000 in the State. We are not real proud
to lead the nation in that, but we have a lot.

Within those municipalities in northeastern Illinois, we actually
have about 400 independent water utilities. You can imagine the
issues Andy and Mike described playing out in 400 different com-
munities, some with very different demographics, very different in-
come and economic strata. That is at the heart of several issues I
will discuss today.

As Senator Boozman pointed out, we have lots of tools in the
toolbox for water infrastructure financing. A lot of them work very
well. Like any tool, if you use the wrong tool at the wrong time,
you try to put in a screw with a tape measure, it does not work
very well. The reality is instead of focusing on innovative financing,
we need to figure out effective financing first to make sure these
communities are getting the tools they need.

We did a statewide survey several years ago of water utilities
and their experience using the SRF. Actually, 30 percent of the re-
spondents told us they had never heard of the SRF. That could be
problem No. 1. Those survey responses were also very short to
read. They did not know the program existed. Just awareness that
the tools even exist particularly in lower income suburban commu-
nities as well as rural communities is a big issue.

There are plenty of improvements we can make to existing tools,
but there is huge diversion between communities, not just in the
suburbs of Chicago, but throughout the United States in practices
on rate setting, how communities deal with affordability issues, fi-
nancial management, accounting, and asset management.

Communities like Chicago with the staff capacity and technical
know-how to employ best practices largely are doing so. Right in
the city of Chicago right now, we are replacing water mains that
were installed when President Roosevelt was in office, Theodore
Roosevelt. In my office, I have sections of wooden pipe taken out
of the ground in the last couple of years. It served us well, those
trees did.

Many other communities, if they do not have the capacity and
technical know-how to use programs like SRF, are not doing these
sorts of things and are falling further and further behind. It is not
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uncommon in our region for communities to lose 25, 30, or 40 per-
cent of their water through leaks in their pipe system.

If every time you went home from the grocery store, 40 percent
of your groceries blew out the window, if every time Mike went to
fill up a tank of water, 40 percent of the water poured out on the
way home, you would realize you had a problem. But that is com-
mon in our region, communities losing tremendous amounts of
water from leaky pipes.

A lot of communities have no dedicated revenue stream for storm
water management. In addition to water supply issues, a lot of
communities fail to update their rates on any sort of regular sched-
ule, so they fall further and further behind.

The Federal Government can do many things, whether through
incentives built into SRF scoring, through grants made available
through some of the SRF set aside programs, even through the
basic requirements of the program to encourage full cost pricing,
encourage asset management plans, and consistency in reporting
and budgeting.

In my estimation, the SRF works pretty well. It is just that a lot
of communities do not have access to it. Communities struggle to
do some of the pre-engineering planning that you have to do. In
order to get a loan, you have to submit your infrastructure plan,
your engineering plan. If you do not have the resources to do that,
then you cannot get reimbursed for it and cannot do some of the
preliminary work you need to do in order to apply for the program.

I am fully cognizant of the need for differences from State to
State. I have lived in five different States in this country, and I get
the differences between them, but there are best practices being
played out in many different States, yet we have not figured out
how to put them all together in one package in any one State. It
might be time for some greater consistency between State to State
use of the SRF programs now that we have figured out some things
that work in these different States.

At the heart of it, with the SRF and the experience we saw in
the survey that went out statewide, the SRF program, at least in
Illinois, is very slow and cumbersome to use, very different than
trying to go for a bond or even to a private bank for a loan.

Application times are very long and can screw up construction
schedules. If you are a low income community and have to retain
a private engineering consultant for 18 to 24 months over multiple
construction schedules because you are not getting a response from
the State on the SRF, that drives up costs and can delay your
projects. This is not just an Illinois issue.

However, for all the things we could do just to make the funding
tools work better and have better access to them, I do not think
the money is necessarily the fix to all of these things. An infusion
of funding for cities like Chicago, Oklahoma City, Little Rock, and
some of the bigger places that have the capacity to take that money
in and use it for infrastructure projects, makes a lot of sense.

The point I mentioned about having 400 independent water utili-
ties, some of which are very small, many of those communities do
not have the technical capacity, the staffing or whatever to be able
to receive Federal funding, to be able to apply for it. The issue is
governments and the fragmentation of the system. We have a
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handful of water sources in northeast Illinois, Lake Michigan,
groundwater, river water, and yet we have 400 utilities managing
tﬁese different systems. Many areas of the country are just like
this.

When every municipality has its own utility and that utility op-
erates essentially as the public works department, a lot of the deci-
sions that are made are wrapped up in the other political decisions
that municipality has to make. If you are looking at adjusting
water rates but also providing fire service, schooling, and things,
you have to make these decisions with all these other calculations
in mind. As result, hard choices like rate increases get delayed, in-
frastructure projects get delayed, and you end up having 25 to 40
percent of your water dripping out your pipes.

The fragmentation compounds underlying environmental, eco-
nomic, and equity issues if a community—like we have in many of
our suburbs across the country—has lost the population or lost
10,000 people over the last 20, 30, or 40 years. When people move
to the suburbs, they do not take pipes and pumps with them when
they exit town, so you have a smaller community, often with a
smaller industrial base paying for the same infrastructure system,
the same amount of pipes, the same amount of pumps, and you are
having to squeeze water from a stone to even pay for it.

Often rates will have to increase to pay for the system while in-
comes are decreasing. We have communities in Illinois, a place like
Dixmoor, a small suburban community in the south side, where the
median household income for the year is about $13,000. Dixmoor
clearly has some other problems going on too. They pay $12.50 per
1,000 gallons of water, which is what a family of four would con-
sume in about 3 days. In Lake Forest, where Michael Jordan used
to live, the median household income is closer to $80,000 and they
pay $5 per 1,000 gallons.

Senator INHOFE. Mr. Ellis, I would ask that you try to wrap up.

Mr. ELLIS. Absolutely.

There are these disparities occurring here. A lot of it is the size
and scale of these water utilities. As we think about new funding,
the funding is great but getting to the structural issues of encour-
aging through different ways these utilities to start to consider con-
solidation, to start to consider area so we can get to some bigger
economies of scale and to think differently about how the money
goes out so we are not just putting it into the ground and fixing
some pipes in a handful of communities but are solving some of
these underlying, fundamental issues.

I am happy to talk more about it in the question and answer sec-
tion.

Thank you.

[The prepared statement of Mr. Ellis follows:]
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Senate Environment and Public Works Committee
Written Testimony of Josh Ellis
Metropolitan Planning Council, Chicago
July 20, 2017

Good afternoon. My name is Josh Ellis. | am a Vice-President of the
independent Metropolitan Planning Council. | am pleased to be here today
and to have the opportunity to present information and ideas to Senate
Environment and Public Works Committee.

The Metropolitan Planning Council is a Chicago-based not-for-project
organization. Since 1934, MPC has been dedicated to shaping a more
equitable, sustainable and prosperous Chicago region for everyone. At MPC
we recognize the importance of our water resources for their ecological,
recreational, and economic value. We also recognize that sound infrastructure
policies and timely infrastructure investments are critical for protecting and

fully utilizing our water resources and for supporting economic activity.

MPC very much appreciates the Committee’s investigations into America's
water infrastructure funding shortfall and the development and use of

innovative financing and funding options.
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A National Infrastructure Bill

I would like to start with expressing MPC’s strong support for federal
infrastructure investments. There is a clear need to repair, replace and
modernize our aging infrastructure. | am sure the Committee is aware that
the 2017 Infrastructure Report Card, issued by the American Society of Civil
Engineers, gave our public infrastructure a grade of D+. Investments in well-
planned infrastructure projects will improve quality of life for individuals,
support business activity, and reduce environmental, health and safety risks.
And infrastructure investments provide significant economic returns. To cite
an example from the Great Lakes region, the Northeast Ohio Regional Sewer
District undertook a set of wastewater infrastructure improvement projects
with a cumulative cost of approximately $3 billion. Based on a study carried
out by Cleveland State University, the District estimates that this investment
will lead to more than 30,000 jobs in the Cleveland area and return $2.63 for
every $1.00 invested.

A substantial Federal infrastructure program will in and of itself produce
important results, and will also spark investments by States and cities. | do
think, however, we need to be thoughtful about how the programs are set up
and administered. We need to make sure the programs do not inadvertently
Jeave out small and medium-sized communities. These communities have
aging infrastructure and significant needs, but often have limited capacity to
plan and engineer projects and finance projects. Also, we need to utilize

program structures with streamlined processes so projects can be completed
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as quickly as possible, and with the investments resulting in the maximum

scale of in-the-ground infrastructure improvements.

As a complement to a substantial infrastructure bill, we also want to be
thinking of ways we can most effectively use resources currently available.
Perhaps we can derive the most benefit in the shortest amount of time by
considering possible, feasible improvements to existing funding and financing

tools.

Tools and Approaches for Budgeting and Infrastructure Management

There is a perception held by many that drinking water, wastewater, and
stormwater service providers have a “fix it as it fails” approach to managing
infrastructure. People can have this perception because they have seen things
like sinkholes and emergency water main repairs. However, many utilities are
striving to get out ahead of infrastructure problems, to proactively perform
maintenance and prevent the need for costly and disruptive emergency
repairs. Following is a list of tools and approaches that are already in use in

some places:

Full Cost Pricing — Many communities and utilities have rate structures which
do not provide sufficient funds to fully cover debt retirement, preventive
maintenance, repairs, and contribution to a capital fund for replacements and
modernization. There are a number of reasons for this, but a primary factor is
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rate increases are perceived as something unpopular with voters. Elected
officials who are typically on 4-year election cycles are reluctant to push
forward with rate increases knowing it could dampen their chances of re-
election. However, there are significant real-world impacts of inadequate
service rates and under-funded budgets. The maost obvious effect is
maintenance is deferred and in some cases capital and major repair projects
are postponed to some unspecified time in the future. It should not come as a
surprise that things break if the budget for maintaining the infrastructure was
inadequate.

It is not easy for a utility to raise rates and charge amounts that will support
work that needs to be done. However, one step that would be valuable is
continued outreach and information dissemination about the value of water
and what it really costs to deliver water and wastewater services. Some
ratepayers may not be aware of all the costs behind the work and the
investments that are necessary for clean, safe drinking water to always be
delivered to their tap, and for their wastes to go away and be managed in an
effectively functioning wastewater system. Raising awareness about the full

cost of water services may make it easier for appropriate rates to be charged.

Another factor that affects rate setting is the local political environment.
Mayors and trustees on a 4-year election cycle are often very reluctant to raise
rates. This is understandable, the elected officials do not want to incur the
wrath of voters, but the result is rates that are too low and revenues that are
insufficient. The Federal government and States should consider ways to
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detach rate-setting from political processes. For example, could an
independent public service commission be responsible for approving rates?
Some State already have such commissions.

Asset Management Systems - Asset management is an approach used by
well-managed utilities to ensure adequate maintenance is carried out to
prevent breakdowns and disruptions. Here's how it works: the utility
exhaustively inventories its assets, including the condition and age and useful
life. The asset management system also notes what routine maintenance is
needed. The system then identifies and schedules preventive maintenance to
routinely maintain and update infrastructure components and in this way “fix
things before they fail.” Another important advantage of asset management
systems is by comprehensively identifying maintenance and replacement
needs the utility can more fully and realistically identify costs that should be
reflected in the budgeting process. The detailed information about operation

and maintenance costs can help justify an adequate rate structure.

Water Loss Audits — One issue that many drinking water service providers face
is water loss. What can happen is the utility draws water from a source
(groundwater or a lake), provides treatment for the water, and then delivers
the finished water out to a distribution system. But then water is lost in the
distribution system. High quality, treated drinking water is leaked out. This
problem is particularly prevalent in older systems with aging water mains.
Water loss can also be associated with inaccurate metering of customer
consumption or theft of service. A check of the amount of water sent to the
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distribution vs. the amount of water metered and billed for can show
enormous amounts of water are being lost. For example, available
information indicates the amount of water lost each week in Northeastern
Hllinois would more than fill the 100-story Willis Tower building.

An approach drinking water providers can use to get a handle on this
problem is to regularly conduct water loss audits. The American Water Works
Association has established a standard method for water audits, which is
referred to as the M36 method. Carrying out such audits and following up on
findings to fix leaks, repair and replace lines, and ensure accurate metering
can help conserve valuable water resources and can help ensure drinking
water utilities are receiving the fee revenue needed to operate and maintain

their systems.

Stormwater Utilities — Many public services are provided by a service utility,
which charges a fee for service and which uses the fees collected to operate
and maintain the system. Electric companies and natural gas utilities are
examples. Many drinking water providers are set up as utilities, with rates
charged based on per gallon water use. An outlier with regard to such

systems is stormwater management.

Stormwater systems provide important services to homes and businesses,
collecting and managing rainfall runoff so streets and buildings are not
flooded. Stormwater programs also help to reduce the poliution that can be
caused by runoff that has picked up litter and poliutants as rainwater runs
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across streets and parking lots and lawns. Stormwater systems provide a
service to the public similar to drinking water and wastewater utilities;
however, in many places the stormwater management services are finandially
supported in the same way. Stormwater service providers often do not charge
a fee for stormwater services; the service costs are instead supported by
property taxes or another local government funding mechanism. Thus the
stormwater budget competes with the police department, the fire
department, and other municipal services for the limited dollars that are

available.

The solution to this is for local decision-makers, with State support and
authorization, to form stormwater utilities and charge fees for stormwater
services. The fees can be set up in a number of ways, but what often is the
most defensible fee system is to charge property-owners a fee based on an
estimate how much stormwater they are generating. This is not a brand new
idea, there are over 1,500 stormwater utilities presently operating in the U.S.
But they are still the exception, not the rule. One reason there are too few
stormwater utilities is the reluctance of elected officials to establish a new fee,
which for some could be perceived as a new tax. The Federal government and
States need to support the establishment of stormwater utilities. One thing
States can do is make sure they have given cities and towns and counties the

authority to establish stormwater utilities.
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State Revolving Loan Programs for Water infrastructure

tmplementing a program established in the Federal Clean Water Act, States
administer low interest loan programs for drinking water and clean water
(stormwater and wastewater) infrastructure projects. These are invaluable
programs, helping communities address critical needs. MPC and most
communities across the U.S., would urge Congress to continue to fund and
support the State Revolving Fund (SRF) loan programs.

While the programs as currently carried out are extremely valuable, there are
ways the programs could be fine-tuned to improve their effectiveness.
Following are observations and recommendations related to drinking water
and Clean Water SRF programs:

Best Practices - The SRF program works well as a whole, and certain States
have implemented features that are innovative or especially effective.
However, there is not a compiled inventory of best practices across States and
in many cases State agencies busy operating their programs are slow to adopt
new practices shown to be effective in other places. The Federal government
may be able to do more to catalog best practices and facilitate their adoption

across States.

More Like a Bank ~ SRF programs would be more accessible and more
effective if the process for receiving a loan functioned more like steps an
entity would take to get a loan from a bank or other lending source. in
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particular there is a need to speed up the process from envisioning a project
to developing an approvable loan package to receiving the financing.
Presently this process can take up to 3 years. Meanwhile the infrastructure is
crumbling and local officials are getting ready to move on to other things.
Some communities go to the bond market for financing because they
perceive that approach as being faster or easier than SRF processes.
Applicants need reasonable time frames and certainty so they can balance
construction schedules (including seasonality and weather), costs to retain

consultants, and getting critical infrastructure needs addressed.

Who Administers the SRF Program ~ In many States the SRF program is

administered by the State environmental regulatory agency. In one way this
makes sense -- the environmental agency aiready interacts with regulated
entities and has the experience and knowledge to review plans and designs.
However, the State environmental agencies are typically not finance experts.
Removing the SRF program from the environmental regulatory compliance
agency within each State may be one approach for accelerating loan
processes and managing the financing aspects of the loan fund and loan
projects. In Indiana, for example, the SRF programs are implemented by the
Indiana Finance Authority, with technical project reviews carried out by the

Indiana Department of Environmental Management.

Developing Loan Application Packages — There is a substantial amount of

work that goes into developing an approvable SRF loan application package,

including financial documentation to show project costs and the scheme for
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loan repayment. The application package must also include detailed
engineering plans and specification for the project to be implemented. The
amount of work to be done and the costs associated with this work, for '
example hiring an engineering company to develop technical plans and
specifications, can be more than a low-income community can take on. it
would be advantageous for SRF programs to provide grants or at least
advance financing for the engineering work needed to plan a project and
prepare an approvable application. A program feature such as this would

allow more communities to participate in the program.

Fiscal Sustainability Plans - Since the passage of the Water Resources Reform
and Development Act of 2014 communities receiving Clean Water SRF
funding must develop and implement a Fiscal Sustainability Plan. These plans
will have many of the features of an asset managehent plan and program,
and should help provide for better infrastructure maintenance and budgeting.
Currently the Drinking Water SRF program does not require asset
management programs or Fiscal Sustainability Plans. Ensuring that drinking
water loan recipients are implementing a Fiscal Sustainability Plan would be a

valuable program enhancement.

Work on Private Property - One factor that contributes to water loss for

drinking water suppliers, and to infiltration into wastewater sewers, is leaky
water lines and sewer laterals on private property. These connectors between
homes and public infrastructure are frequently old and not well-maintained.
Part of the reason for inadequate maintenance is the property-owner thinks
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it's the city’s problem and the city thinks it’s the property-owner’s problem. A
valuable enhancement to the drinking water and clean water SRF programs
may be to make it clear that SRF financing can be used for work to repair or
replace water lines and laterals on private property. For the drinking water
program this could have significant public health consequences as in many
communities there are lead pipe water lines that need to be replaced. There
may also be cases where it would be environmentally valuable for the Clean
Water SRF program to support nonpoint source projects on private property,
such as streambank stabilization or buffering. Significant benefits can be
realized if SRF programs can be made available to address these types of

public needs situated on private property.

A further enhancement could be to allow a water or wastewater utility to
hold an SRF loan assigned to private property improvements. The utility could
then offer the private property customer a portion of the loan for lead line
replacement or lateral repair and collect the costs of loan repayment as an
add-on to the water or sewer bill. This would relieve the horneowner of

holding a loan, but allow repair now with payment spread over time.

USDA Rural Utilities Service — USDA administers programs that provide much-
needed infrastructure or infrastructure improvements to rural communities.
These programs include water and waste treatment, electric power and
telecommunications services. These services play a critical role in helping to
expand economic opportunities and improve the quality of life for rural

residents. These programs complement SRF programs and should not be
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perceived as redundant or duplicative. The USDA and SRF programs address
fundamentally different water management challenges; both need to be
supported to address crumbling infrastructure issues and support allow for

economic growth and environmental protection.

Flooding - The State of lllinois enacted the Urban Flooding Awareness Act,
which called for a study of the extent and cost of flooding in urban and
suburban areas. The State-wide study, and an earlier study focused on Cook
County carried out by the Center for Neighborhood Technology, found there
is very extensive flood damage from storms, even when the event is not
declared to be a disaster. The studies also found that disadvantaged
neighborhoods often sustained some of the greatest flood damages.

The State-wide flooding awareness report offered several recommendations
to better address urban flooding. One recommendation was the Federal
government and States should explore grant or revolving loan opportunities
to support implementation of local cost sharing mitigation programs for
residents impacted by flooding, to evaluate stormwater system capacity and
flood risk, and to encourage stormwater management planning. This should
be a corollary program, not a component of the already over-stretched Clean

Water SRF program.
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Governance and Affordability

Improving funding and financing can go a long way toward helping to
address America’s crumbling infrastructure issues. However, fixing the money
will not necessarily fix all the problems. Governance, and specifically
fragmentation of governance, is a huge problem. In many areas there are
nurnerous, relatively small, relatively localized water and wastewater utilities.
For example, there are more than 400 community water supply systems in

Northeastern illinois (see Figure 1).

Sremsene
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Figure 1 - Community Water Supply Systems in the Chicagoland Area

There are reasons a municipality may wish to operate its own water or

wastewater system, including ensuring that community members receive the

140 South Dearborn P 312922 5616
Suite 1400 312922 5619
Chicago, 1L 60603 metroplanning.org



55

T
MetropolitanPlanning Council

services they need. However, having many small utilities in a particular
geographic area can lead to inefficiencies and lost opportunities. For example,
there can be economies of scale operating a relatively larger treatment plant
vs. operating many smaller plants. A larger utility may be able to access
financing with more favorable terms. A 2008 study on the economic impacts
of utility coordination and consolidation in the Lehigh Valley in Eastern
Pennsylvania found that consolidation from 40 separate utilities to one
regional utility would result in an average household savings of $260 per year,
and a total savings regionally of $56 million per year by 2020.

Utility fragmentation can compound underlying environmental, economic and
equity issues. For a community whose population is declining, which is
common in some cities and many inner-ring suburbs, as well as many rural
communities, or for communities where the remaining population is
increasingly uniformly poor, there is simply no revenue base - incomes,
property values, sales proceeds, billable water consumption - to generate
sufficient resources to manage the water and wastewater system. If a
community has shrunk by 10,000 people, but the system of pipes, pumps,
water towers, etc., has not shrunk, you have fewer people, and often poorer
people, trying to pay to maintain the system. A responsible water manager
would try to pay the full costs of providing service, but that only leads to

higher and higher water rates.

in cities across the United States, water affordability is becoming an
increasingly critical issue. Mass shutoffs in Detroit, Michigan resulted in the
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termination of service for 50,000 households since the start of a campaign in
2014 to shut off water for delinquent residents. In Philadelphia, Pennsylvania
an estimated 227,000 customers, or 4 out of 10 water accounts, are past
due. Atlanta, Georgia and Seattle, Washington have some of the highest
water rates in the country at $325.52 and $309.72 per month for a family of
four, respectively.’

If there are disadvantaged households where affordability is an issue,
households to which a utility might want to provide a rate reduction, it is
more feasible that the utility to absorb the affordability rate reductions if there
is a large ratepayer base with income diversity.

The issue of water affordability is an important one. The size of a water or
wastewater utility and the size and income of the ratepayer base can affect
the ability of the utility to maintain its systems and prevent breakdowns, and
can have affordability impacts on ratepayers. This is not an urban, suburban
or rural issue, this is systemic across many parts of the U.S.

It is time to start thinking hard about modernizing the governance of water
and wastewater systems. There are many options available to communities
that have been tested and proven to be successful; all have pros and cons.
Options include consolidation of neighboring utilities, creating governance

independent of the municipality, public-private partnerships, and privatization.

* Elizabeth A. Mackl and Sarah Wrase. A Burgeoning Crisis? A Nationwide Assessment of the Geography of Water
Affordability in the United States
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There are poilitical factors that may affect decisions to collaborate or
regionalize, but there are also very practical considerations related to making
a change. For a community struggling to get through today, it is difficult to
find time and resources and expertise to assess options for the future. I would
recommend that the Federal government should not mandate consolidation,
privatization, or other organizational changes, but can encourage, incentive
and reward communities for taking steps to ensure that they're choosing the
best management option for themselves. Policy approaches might include:

o Convening a task force on water utility governance, and commission a
study on the phenomenon of shrinking population, lower incomes/
revenues, and higher maintenance costs.

» Allowing that States make grants available for management studies (i.e.
consolidation, privatization, etc.) through an SRF set aside program.

Actions that can be taken to facilitate regional coordination or promote the
consolidation of small utilities, where appropriate, can be an important
component of efforts to maintain and restore our nation’s deteriorating water

and wastewater infrastructure.

Additional Issues of Interest to the Committee

Rivers/Riverfronts — Historically many U.S. cities were established at strategic
locations adjacent to rivers. Businesses were built up next to the waterways.
The rivers facilitated trade and transportation, and were a centerpiece of the

community’s economy. However, over time other forms of transportation
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became prevalent. Some businesses closed. The rivers became polluted and
people did not want to recreate on the rivers or perhaps did not want to even

see the rivers.

We are now on the precipice of another major change in how rivers are
viewed and their importance to local economies. Cities are rediscovering their
rivers and redeveloping along riverfronts. Recreation on the rivers is
proliferating. Chicago is a prime example, with the extensive efforts to create
a Riverwalk and promote riverfront businesses. Chicago is far from alone,
cities across the country are thinking this way. However, there are institutional
factors that may be restraining come communities from taking full advantage
of river-related opportunities.

Essentially all urban river renewal projects from Chicago to Little Rock, New
York to Spokane — have been municipally- or regionally-led. In some cases the
Federal players (Corps of Engineers, Coast Guard, EPA, Fish & Wildlife) have
needed to be pulled along. Federal policy to more proactively and
systematically support rivers projects would be very beneficial. One idea would
be a Federal interagency task force to establish a coordinated package of
federal programs, resources, etc., for urban river renewal. The Federal
government can also help communities explore and take advantage of

opportunities to leverage private investment for public good.

| suggest perhaps a Federal interagency task force to establish a coordinated

package of federal programs, resources, etc., for urban river renewal.
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Revitalizing river corridors can help connect downtowns with lower income
neighborhoods, rejuvenate older industrial areas, provide recreation
opportunities, and foster progress toward environmental goals. The Federal
government can be a leader in moving forward to realize this vision.

Invasive Species — An issue important in the Great Lakes region is aguatic
invasive species. You may have seen photos of Asian Carp in the Mississippi
River Basin and the lllinois River flying out of the water. These non-native fish
disrupt recreational activity and wreak havoc on the ecosystem. Observing
how these species have moved in and dominated inland waterways, there is
fear Asian Carp will work their way into the Great Lakes, causing huge
ecosystem and economic impacts. In fact a Silver Carp was recently found in
the Calumet River just 8 miles from Lake Michigan. Aquatic invasive species
can also move in the other direction, with non-native fish that have gotten in
the Great Lakes, transported by ballast water, finding their way into the
Mississippi River basin.

There has been extensive work done to try to control Asian Carp populations,

and to prevent the migration of invasive species between the Upper

Mississippi Band and Lake Michigan and Lake Michigan. However, the threat

continues. Federal action to limit the migration of invasive species is critical.

The Metropolitan Planning Council strongly supports the following:

s The U.S. Army Corp of engineers has completed a study evaluating
measures to control Asian Carp migration at the Brandon Road Locks in
Hllinois. This report was completed by the Corps to analyze alternatives,
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describe a tentatively recommended plan, and start a process to gather
input from stakeholders and the public. This report has been held back by
the Administration. It needs to be released to allow for review and
comment by affected businesses and governmental units and people in
lllinois and the other Great Lakes States.

e Work should continue to evaluate what additional controls may be
appropriate to control the migration of carp and other species both into
the Great Lakes and from the Great Lakes.

« The waterways in lllinois have great economic value for shipping and
transportation. Many businesses move raw materials and goods via the
rivers. Currently, some of the lock systems are relatively old and they are
not sized or designed for some of the barge traffic on the rivers. MPC
foresees a terrific opportunity to study possible infrastructure
improvernents at the locks that would both increase transportation
efficiency and control the migration of invasive species. There is no reason
these two objectives should be considered separately. There can be

valuable synergies by considering these objectives together.

GLRI ~ The Great Lakes Restoration Initiative has supported many extremely
valuable projects which have resulted in great strides toward environmental
goals. Projects have involved many diverse groups and addressed many
different aspects of Great Lakes protection. Having healthy lakes provides
tremendous recreational opportunities and forms a strong foundation for
business activity. GLRI is a complement to other Federal and State programs,
such as SRF, and is structured to allow creativity and produce results-oriented
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projects. The Metropolitan Planning Council ardently requests and
recommends continued funding for the GLRL

Nutrient Trading — Nutrients are a category of pollutants that can cause
si{;niﬁcant water quality problems. EPA, States, and other water resources
stakeholders are seeking to reduce loadings of nutrient parameters,
particularly phosphorus and nitrogen, to prevent algae blooms and ensure
water quality can support healthy, diverse aguatic communities and
recreational activity. Nutrient loadings from the sources in the Upper
Mississippi Basin are contributing to Gulf of Mexico hypoxia concerns.

Nutrient trading is a concept under which parties work together to create a
"nutrient market” to plan and implement control measures whereby the
desired load reductions are achieved at the lowest cost to society. For example
one large plant may complete an upgrade to provide a very high level of
treatment, and then one or more smailer plants may not have to make
expensive upgrades. It will be beneficial for Federal policy to allow and
support nutrient trading program development, including trading between
wastewater treatment plants within a State, trading between facilities in
different States, and trading between wastewater plants and nonpoint
sources such as agricultural operations. Endorsing nutrient trading can
potentially and optimize cost-effectiveness and accelerate progress toward
water quality protection goals.
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Conclusion

As | conclude my testimony | would like to acknowledge input provided by
knowledgeable professionals in lllinois that contributed to the ideas and
information | have presented today. On June 9 the Metropolitan Planning
Council convened a brainstorming session to discuss key issues, best practices,
and innovative ideas related to the topics you are focusing on today. The
attendees who contributed valuable input during this brainstorming session
and their organizations are listed below — please note that listing them here
does necessarily signify that they endorse all the ideas | suggest above.

Thank you for the opportunity to provide this testimony. The Metropolitan
Planning Council sincerely appreciates the time and thought you are putting

into addressing our nation’s water and wastewater infrastructure issues.
Hopefully and thankfully submitted,

Josh Ellis

Vice President

Metropolitan Planning Council

140 S. Dearborn, Suite 1400, Chicago, IL, 60605
jellis@metroplanning.org

312.863.6045
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Participants in the June 9, 2017
Water and Wastewater Brainstorming Session

Christopher King, Robinson Engineering

Luis Montgomery, 2IM Group, LLC

Aaron Koch, City of Chicago

Nora Beck, Chicago Metropolitan Agency for Planning

Tom Kotarac, Chicago Metropolitan Agency for Planning

David St. Pierre, Metropolitan Water Reclamation District of Greater Chicage
Andrew Szwak, Openlands

Paul May, Northwest Suburban Municipal Joint Action Water Agency
Ryan Wilson, Elevate Energy

Robert Hirschfeld, Prairie Rivers Network

Cari Ishida, Carollo Engineering

Steve Frenkel, Current

Molly Flanagan, Alliance for the Great Lakes

Cindy Skrukrud, Sierra Club

Peter Wallers, Engineering Enterprises, Inc.

Pat Gleason, Hlinois Rural Community Assistance Program

Sarah Cardona, Metropolitan Planning Council

Bob Newport, Metropolitan Planning Council
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Senator INHOFE. Thank you, Mr. Ellis.

We will now begin 5 minute rounds of questioning starting with
Senator Duckworth.

Senator DUCKWORTH. Thank you, Senator Inhofe.

Mr. Ellis, I will give you a little bit more time to speak, but I
just want to say that we have indeed come a long way. I served
on the House Oversight Committee during the Flint water crisis.
There, the issue was that they switched the water source to using
the Flint River where the water was of a different composition.

I remember the first time I took a Chicago architectural book
tour. It is a wonderful tour. If you are ever in Chicago, take it. It
is run by the Architectural Society, and it goes on the Chicago
River.

They very proudly said to me on that boat tour about 25 years
ago, we are really proud. This river used to be labeled toxic; we are
just polluted now. That is the source of water for many commu-
nities. That was an improvement, and I thought, oh, my goodness.

Mr. Ellis, many of us would agree that when addressing infra-
structure needs, we must do our best to tackle our most pressing
challenges full steam ahead. There is also something to be said
about low hanging fruit.

To me, compounding an inventory of SRF best practices and es-
tablishing meaningful asset management policies and fiscal sus-
tainability plans are common sense approaches to improving the
critical relationship between taxpayers and State decisionmakers
in making the case for infrastructure investments.

Hard working families in Illinois want to know that before a sin-
gle dollar of their money is spent, everything is being done to max-
imum the effectiveness of those dollars. I just want to follow up on
what you just talked about. What else can we do to improve the
relationship between decisionmakers and taxpayers as related to
funding opportunities?

Mr. ErLiS. Increasing awareness through all communication
channels about the tools that are out there. With all of these mu-
nicipals we have, I know one mayor in a suburban area who actu-
ally has a water infrastructure background. A lot of folks who come
to our office are running at the municipal level and do not have a
background in these sorts of things and need to learn on the job,
which is a tough way to do it if you have a massive water infra-
structure system. Increasing awareness of the tools that are out
there and how they can be used is step one.

One of the other issues is this is not water infrastructure until
we get to a crisis like we see in Flint. It is not something a whole
lot of the average citizens pay a lot of attention to. If they see rate
increases being proposed, if they see it, maybe then they pay atten-
tion.

While we have environmental commissions at the local level and
things like that, you do not have too many public works commis-
sions of citizens participating in some of the decisionmaking. That
seems like a best practice that also could be encouraged through
the SRF just so people are paying more attention to it.

The other I think is starting to find ways to decouple local polit-
ical decisions from rate setting and somehow make it more com-
fortable for people to adjust water rates on a more frequent basis
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so they can keep up with infrastructure backloads so you are not
getting a 30 or 40 percent rate increase every 10 years but see
more modest increases, or in some cases, decreases on a more reg-
ular basis so it is not so inflammatory when this big rate deal hap-
pens.

It might improve trust. It might improve the ability to get things
done. A lot of it is just communication because frankly, this is not
an issue that we talk about very much.

Senator DUCKWORTH. Given that, touching on what you just said
about many municipal leaders, especially mayors, coming in with-
out this water background, many small communities in Illinois and
elsewhere may not have that capacity, expertise, or resources to
deal with the technical challenges and financing challenges associ-
ated with reliably providing good, clean drinking water and water
services.

What suggestions do you have to address the resource issue
whether it is technical expertise or even just resources to try to
apply for an SRF?

Mr. ELL1S. Within the SRF program, there is something called
set aside programs that each State is allowed to use that can take
some of the capitalization money that goes in every year and use
it for different kinds of grants. Some States use those to fund
grants specifically for looking at things like consolidation. Some use
them for sort of technical assistance and staff building at the local
level. The States are using these set asides in very different ways.

The reality is in one State, there might be a program to encour-
age consolidation and in another there might not be. It might be
time to start getting greater consistency across the SRF programs.

The point I was trying to make about starting to consider consoli-
dation and lumping some of these utilities together so that they
can do things on a larger economy of scale, afford larger infrastruc-
ture projects, and maybe get better bond ratings, finding ways to
incentivize people to just think differently about the governing
structure, the water utility, would be very helpful. That is not nec-
essarily a rural or urban thing. That could apply throughout the
spectrum.

Senator DUCKWORTH. Thank you.

Mr. Kricun, I just have 10 seconds. Do you want to add anything
to that from your experience, especially with SRF?

Mr. KRICUN. Yes. One thing I would say is a peer to peer initia-
tive is really important. There are clean water utilities that have
experience and are willing to share it with other utilities. Lining
up utilities willing to share the information with utilities that need
resources and information would really be important.

EPA and NACWA are working on a peer to peer program to try
to connect people with resources with those that need it. I think
that would be of great help, to see that advanced.

Senator INHOFE. Thank you very much, Senator Duckworth.

Let me ask you a question. You seemed to spend a lot of time
talking about the SRF program, Mr. Ellis.

What do you think we could do from here that could change this
program to make it work more efficiently? You both agreed there
are some obstacles out there. Maybe we can overcome those. Do
you have any thoughts about that?
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Mr. ELLIS. One of the big differences between States—Andy actu-
ally mentioned it, I think—is some States have decoupled manage-
ment of the SRF program from whoever their State regulatory
agency is. The loan program is managed by someone more like a
finance authority, someone who is in the business of issuing loans
and is able to operate faster, further, or whatever. Each State has
a different one.

Some States still have the SRF program in their equivalent of
the EPA. In my estimation, that can slow things down. Having pro-
fessional financial management staff working on these loan pro-
grams and probably other loan programs not related to water infra-
structure is one of the things that can speed up things.

Again, establishing some best practices and encouraging States
to look at transitioning the program over to being what it should
be, which is a loan program first and foremost, would be one of the
ways you could start to encourage some greater speed and get
these loan programs to function more like going to the bank to get
a loan for a project at your house.

Faster review times and faster times to get the money out the
door would be huge for some of these communities because if you
are applying for a loan and have to retain engineering consultants
or whatever, the costs build up and you are paying for someone to
wait while the other folks review application times.

Again, the best practices are known in State revolving loan
funds. Maryland has a couple, South Dakota has a couple, and
Texas has a couple. We have not yet put it together into a perfect
package where everyone is more or less doing things recognized as
best practices.

Senator INHOFE. You know, the different States are represented
here. My State of Oklahoma is not unlike Mr. Frazee and the State
of Arkansas. Way back when I was in the State legislature, before
most of you were born, at that time the big problem was transfer-
ring water from one part of the State to the other part of the State.
The eastern part of the State has plenty of water; the western part
of the State has no water.

I have lived with this problem for a long time because my wife
and I have been married 57 years. Her father was chairman of the
Water Resources Board. We have addressed these problems for a
long period of time.

Mr. Frazee, I was fascinated and I am very familiar with your
area. Of course I am in eastern Oklahoma, pretty close to your
home area. I was fascinated by the fact that you took the time to
go out and locate people and help them because you needed help
at one time. You were fortunate in having Senator Boozman come
and be of assistance to you.

Do you want to give us any live examples of what you have been
able to do, just one man out helping other neighbors resolve these
problems?

Mr. FRAZEE. Anytime I see somebody hauling water, I take my
time to stop, talk to them, and explain my story, give them some
insight to what they need to do, how they need to speak with Sen-
ator Boozman and get the word out.

I think pushing the saving act forward and getting the financing
to get people help is important.
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Senator INHOFE. I am familiar with Rogers. Rogers is a major
city.

Mr. FRAZEE. I know.

Senator INHOFE. It does not take more than 5 minutes outside
of Rogers to be in some pretty remote areas. Those are the people
who have problems. I was shocked to find out that you did not have
a water system when you are within how many miles of Rogers?

Mr. FRAZEE. We are probably 5 minutes from downtown Rogers.
It is ridiculous that I drive past the water treatment plant every
day going into town to go to work, to shop, or whatever. On the
sign where they treat the water, they are shipping it to Wash-
ington County, which is the county south of us that has no impact
on our little community there.

Senator INHOFE. Yet, you live in a part of the State of Arkansas
that has an abundance of water.

Mr. FrRAZEE. I live right by Beaver Lake. It has over 1,200 miles
of shore front.

Senator INHOFE. I am very familiar with that.

Senator Booker.

Senator BOOKER. Thank you very much, Mr. Chairman.

Mr. Frazee, I want to thank you. Really, your story is heroic, and
you are frankly showing what it means to be an American, what
it means for citizens to be there for each other. I am really moved
by that.

Folks are not just in communities in Arkansas, but in many
parts of this country, including my State of New Jersey, but I know
we are all in this fight together. As much as I make jokes about
being a Jerseyan, this is the United States of America.

I recently decided to go outside of our State to try to draw atten-
tion to some of these urgent crises because according to the Census,
we have half a million homes around this country that lack access
to hot and cold running water. Most people do not even realize
that. They do not have water running to a bathtub or a shower or
a working flushing toilet. This includes 11,000 homes in New Jer-
sey, but again, this is a national problem we are all in together.

We formed the Federal Government for the common defense and
for the common security. For us to be a developing nation and not
have this is astonishing to me.

A few weekends ago, I went to rural Alabama to visit low income
African American communities. I found that less than half the pop-
ulation is connected to a municipal water system. In famous coun-
ties like Lowndes County, where marchers marched across Ed-
mund Pettus Bridge, it was stunning to me that many of the fami-
lies there had no septic systems, no sewage systems, and had septic
systems that failed because of the type of soil they had, so they just
had raw sewage. I was stunned to see just raw sewage running be-
hind people’s homes.

I am the Ranking Member on the Subcommittee on Africa. I dis-
covered this when I sat down with folks to talk about neglected
tropical diseases. The scientists told me, did you know that we still
have these diseases in the United States of America? I said, no,
that cannot be.

You see parasites that we think of in developing nations such as
hookworm in the United States in poor communities. It is stunning
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to me because of our lack of water infrastructure. This is an out-
rageous environmental injustice that no child should be growing up
in this situation.

It is disproportionately affecting poor communities. I saw it in
Alabama, so many historically African American communities.

Mike, your advocacy is profoundly important, and I just want to
thank you. It is important to your community but really what you
are doing is bringing light to a problem of critical importance to
our nation as a whole.

Mr. Kricun, Andy, you are a friend. I want your comment on
something we almost got to the finish line. I am sorry Chairman
Inhofe left because I was going to heap praise upon him for being
such a good partner of mine on so many issues. Many people con-
fuse us because we look so much alike in the Senate because I am
the Robin to his Batman.

Last year I was able to get the Water Infrastructure Investment
Trust Fund bill and the Water Utility Workforce Development Pro-
gram into the Senate-passed WRDA bill, something I was very
proud of. It was done thanks to the leadership of Senator Inhofe
and some of my Republican partners. There was strong bipartisan
support. Unfortunately, those provisions were stripped out of the
final bill by House Republicans.

As I continue to work with my colleagues to continue to move
these important programs across the finish line, I was wondering
if you could describe very briefly how the trust fund initiative and
the work force development programs could have helped Camden
County and frankly, could have helped our country.

Mr. KRICUN. Thank you, Senator.

First of all, in our industry there is a thing called a Silver Tsu-
nami. People are ready to retire and leave the industry. In our util-
ity, for example, 50 to 60 percent are eligible for retirement in 2
to 3 years. We need to look for replacements. That is the case all
across the country with utilities as baby boomers retire.

Most of our wastewater treatment plants are in economically dis-
tressed communities. That is why the treatment plant was put
there or the plant was put there, and it became that way. No one
wants to live next to the wastewater treatment plant.

We often have to look beyond our communities, our neighboring
communities to find replacement workers because they do not have
the skills or the training.

If we could develop the work force training program, that would
be a tremendous opportunity to actually have people who live in
our neighborhoods work at our water treatment plants, be the re-
placement workers and also bring up their neighborhoods and com-
munities.

I think it is a tremendous opportunity, urban or rural. I think
it is a tremendous opportunity because water treatment jobs,
wastewater and water treatment are good, solid jobs. There is a
real scarcity of replacement workers. Yet, we are often in commu-
nities where people need jobs the most.

The Infrastructure Trust Program is absolutely necessary as
well. Our D+ grade is unacceptable. It is only going to get worse
with time. I strongly support your efforts and the bipartisan ef-
forts. I hope you are successful this time, Senator.
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Senator BOOKER. Thank you.

Mr. KrICUN. Last, I wanted to say with regard to the poor com-
munities across the country, rural and urban, you are absolutely
right. That is why the peer to peer effort is really important. There
are utilities willing to share their knowledge and resources.

The help we need is to identify the small towns or cities that lack
capacity so that we can be matched with them and assist them.
That is help we could really use from the Federal Government.

Senator BOOKER. I appreciate that.

Mr. Chairman, this is one of those perfect examples where we in
the United States, whether you live in a rural community or urban
community, we have a common pain, and we must join in a com-
mon purpose. This is the United States of America. This is a shame
on our nation that we have children growing up in these rural and
urban poor communities with such unconscionable realities.

I am thankful again for the bipartisan work on rectifying this.
Thank you.

Senator ROUNDS [presiding]. Thank you, Senator Booker.

As you notice, the Chair has moved again. Senator Inhofe has
had to leave to go to another committee. Senator Boozman should
be back shortly.

I have to agree that Senator Booker is correct. He and Senator
Inhofe look an awful lot alike with the exception that Senator
Inhofe’s age shows a little bit more occasionally, but we notice the
likeness there.

I am from South Dakota. We have the same challenges everyone
else does when it comes to water and water systems. We have nine
separate Native American tribes on reservations there. Water qual-
ity is critical there. Yet, they are in rural areas. We still struggle
to provide high quality water there.

We have a couple of projects we call rural water systems. It
sounds a lot like what you have been looking at in Arkansas in
terms of well water and so forth. In our particular case, we have
the Missouri River which runs down through the center of the
State with great, high quality water, and we have a very efficient
way of being able to deliver quality water if we can get it to loca-
tions.

I agree it is very, very important. We have seen the ability of
States when they have the resources to coordinate with rural water
systems and provide individuals and local areas who really want to
improve the quality of life, the opportunity to do so.

Right now we are at time where we have very low interest rates,
long-term low interest rates. It is probably a real opportunity to
look at the ability to bring assets together and extend, in a long-
term payback period, the opportunity to invest in infrastructure. I
most certainly agree that with rural water systems and the reha-
bilitation of existing municipal water systems, this is a real oppor-
tunity to look at it.

Mr. Frazee, thinking in terms of the story you told, I am just
going to begin this by saying when I first met my wife, Jean, she
lived in a rural area near Lake Preston, South Dakota. They
hauled water at that time. They hauled it in once a week into a
cistern and back out again.
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That also meant the quality of the water was not the best. It
meant that everything was stained. The pipes would fill up and get
clogged and everything else. I remember her dad, now in his early
90s, was the first president of a rural water system there. They co-
ordinated in that group to put together over a period of years a
rural water system called Kingbrook, which is still in existence
today and rapidly growing.

They could not have done it if there was not an organization of
local people willing to put in some money and revenue and lay out
the plans, but then also to go to local lenders to borrow some
money and then go back in through Federal and State resources in
order to borrow long-term to improve the quality of life.

It meant you could actually have pipes that worked, you had
high quality drinking water, you had livestock that had high qual-
ity water, and also you could have a thing like a dishwasher in
your house besides the husband after dinner. It meant dishwashers
would actually work with the quality of the water.

I think it is real important that we talk about the need for this
type of infrastructure on the top. It is right along with highways,
roads, and bridges.

I am just curious. I would really like to know, Mr. Frazee, in
terms of how they helped to finance your part of Arkansas, was it
the case where they were able to come in and help with assistance?
Did the recipients of the water systems you had have a monthly
water bill they would pay as well at that stage of the game? Was
that the way it worked?

Mr. FrRAZEE. Yes, Senator Rounds. They funded all the projects.
You have to pay back. Veterans were discounted. I just have a pay-
ment like everybody else, very minimal, no interest. It is great.

Senator ROUNDS. Was it organized through the State or a local
district, do you know?

Mr. FRAZEE. I want to say it was organized through the Water
Well Trust. They found all the lending or supported all the lending.

Senator ROUNDS. Thank you.

Mr. Kricun, I am just curious. With regard to the financing and
so forth you have used in the past, can you share a bit about this
particular case? I like the idea of the States really being in charge
of the operations, and if we need the financial backing and so forth,
we look at the Federal level. I like the idea of block grants, and
I like the idea of having access to guaranteed loans, revenue bonds,
and so forth.

Can you talk a bit about the kind of financing you guys have
seen, the success you have had and what the challenges were?

Mr. KrICUN. Yes, thank you, Senator Rounds.

We basically were able to optimize our entire wastewater treat-
ment plant and install new equipment expressly through the State
Revolving Fund in New Jersey, the New Jersey Environment Infra-
structure Trust.

Because the operation and maintenance costs of the new equip-
ment were lower than the old equipment because of less mainte-
nance, because it is newer, and lower electricity costs because it is
more innovative, a newer generation.

Our operation and maintenance cost savings were greater than
the annual debt service cost. The Infrastructure Trust, the SRF,
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was the difference between a go and a no go. Instead of interest
rates at 5 or 6 percent, we were less than 1 percent, so our annual
debt service costs were lower than the O&M savings.

As a result, we built our entire wastewater treatment plant plus
also helped the city of Camden’s combined sewer system, Camden
is one of the poorest cities in the nation, while holding our rate.
Our rate was $337 in 1996. It is $352 today in 2017. It was
through some internal efficiency but mainly through the SRF.

The grants were great, but the State Revolving Fund Program
really is a very successful and helpful way to help us with our mis-
sion.

Senator ROUNDS. I could not agree more. I think it is a very im-
portant tool for us to make sure it is maintained into the future.
Thank you.

Mr. KrICUN. Thank you, Senator.

Senator ROUNDS. My time has expired.

Senator Whitehouse.

Senator WHITEHOUSE. Thank you, Chairman.

Thank you to all the witnesses for being here.

I was struck by Mr. Ellis’ comment that he can remember wood-
en piping coming out of the ground. I represent Rhode Island, and
I have the same memories from my days doing water utility rate
cases.

It is still not so great. Here is a piece of pipe that came out of
the Kingston Water District. The manager, Henry Meyer, sent me
that to remind me of what was going on. That site goes back to
about the 1920s. As you can see, it is filled in pretty good. This is
from old Kingston Village.

This piece of pipe comes from the Kingstown Road. As you can
see from the side, this is plastic piping. This is much more recent.
Check it out end on, look at the size of the remaining aperture in
that pipe.

These pieces of pipe are kind of touchable evidence of the prob-
lems we have and the scope of the possible infrastructure solution
that we could have. I wanted to flag that particular situation.

I also wanted to flag another situation that is more a problem
in our coastal States than in other States. Let me show you a map
of Rhode Island. This is the northern part of Rhode Island and
upper Narragansett Bay. Our capital city, Providence, is right here.
This is Warwick Neck; this is Bristol and Warren.

What we have here is the latest information from our Coastal
Resources Management Council about sea level rise happening
along our coasts. Here is the existing bay. Light blue is actually
land now. Right now that is land.

What we are looking at in the light blue is all these areas are
expected to be flooded and under water by 2100 if we do not get
ahead of what is happening with sea level rise. The State of Rhode
Island turns into a Rhode Island archipelago. Warwick Neck be-
comes Warwick Neck Island. Warren and Bristol become Warren
and Bristol Island and on and on you go.

Behind all of this blue of flooded land there will be a zone of po-
tential storm flood zones and velocity zones that interfere with
property ownership there as well. We are looking at a potential
economic catastrophe if we do not get ahead of this.
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For the purpose of this hearing, the point is right about here, the
Town of Warren has its sewage treatment facility. If you live near
the coast, if you are building sewage treatment facilities, you are
building them right along the coastline because you want that
gravity assist bringing the water and sewage down to the treat-
ment plant.

When you start to look at flooding exposure like this, you are
starting to look at significant replacement requirements or hard-
ening and protection requirements for our infrastructure.

We are not really even talking about that. I know we are not
even talking about that because sea level rise is driven by climate
change, and we are not allowed to talk about climate change here
in the Congress in any effective or meaningful way, but this is com-
ing. The infrastructure along these coastal areas needs to be part
of our conversation.

If Mr. Kricun or Mr. Ellis would like to comment, we have about
a minute of time for you to respond either to my good old, nearly
filled in pipes or to the coastal predicament for water infrastruc-
ture.

Mr. KricuN. Thank you very much, Senator. I will try to reply
to both.

With regard to the infrastructure issue, as you know the ASC
has a D+ grade for wastewater and a D grade for water infrastruc-
ture. An emergency repair after a failure costs 5 to 7 times more
than a planned replacement. It is not as though you can make the
pipe last longer. Once it fails, it will fail, but it will be much more
costly not to mention the damage and the risk to people if it hap-
pens in an emergency.

Senator WHITEHOUSE. If you had a responsible program, you
WOF]C} get 5 times as much done rather than waiting around for it
to fail.

Mr. KrICUN. Thank you, Senator. That is exactly right.

With regard to the coastal issue, in New Jersey we speak of cli-
mate history. In 2012 our treatment plants on the coast were al-
ready inundated, billions of raw sewage into the river, the Atlantic
Ocean, and the Passaic River. That is how the climate was 5 years
ago.

Even if it does not work, Senator, there is a big infrastructure
gap right now that we have to meet. We are trying to use green
infrastructure to capture storm water, green energy to improve our
resiliency against power outages, and also hardening of our plant
itself to make us less vulnerable to the climate as it is.

I know climate change is controversial. I do believe the climate
will worsen.

Senator WHITEHOUSE. It is not really controversial. It is just po-
litically controversial.

Mr. KrICUN. Even if it does not work Senator, we have a gap
right now that we should be working to correct. If we are correcting
that now, then we can also look at projections like our Delaware
River is supposed by 18 inches in the next 30 years. We should be
looking to catch up the gap right now but also looking for projec-
tions ahead to be safe and protect us for the future.

Senator WHITEHOUSE. Thank you.

My time has expired, so I suppose I should leave it there.
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Senator ROUNDS. Thank you, Senator Whitehouse.

I will turn this back over to Senator Boozman, but I would ask
for one moment of privilege. That is with Senator Whitehouse. He
has been a champion for the issues surrounding the changes occur-
ring in Rhode Island and around Rhode Island.

I would suggest if there is one area of agreement among every-
one, whether or not we think the current plans for how we slow
down changes in the climate are right, the one thing we recognize
is these changes are occurring.

I think that brings about a very important discussion point
which is how do we go about addressing the needs which he has
continuously and eloquently spoken to in terms of what it does to
his State, in particular, along with a lot of other places along the
coast. I think that is an area of agreement that we will find among
all of us.

Senator WHITEHOUSE. Thank you, sir. I look forward to exploring
that.

Senator ROUNDS. Absolutely. Thank you.

Senator Boozman, you are up and chairing.

Senator BOOZMAN [presiding]. Thank you, and thank you for sit-
ting in. I apologize. I am in a situation where we desperately want-
ed to get this hearing done, and we had to reschedule. Then all of
a sudden they decided to have a vote on the Appropriations Com-
mittee. I have been having the vote on agriculture, energy, and
water.

There are not very many things I have to do, but those are
things you simply have to do. In fact, the reason we have had
mixed attendance on both sides is there is a Commerce hearing
going on as we speak. Also a number of people on this Committee
are also on the Appropriations Committee.

It is what it is, but we do appreciate you being here.

I have a couple questions of you, Mike. In your testimony, you
discussed the hardships of having to haul water and check water
quality every day. I think the film was excellent. It really summed
it up. Tell us a little bit about how that has made your life a little
easier on a day to day basis.

Mr. FRAZEE. It gives me a lot of time to spend with my family,
free time to do other things than having to worry about hauling
water. It has freed up a bunch of time. I cannot thank you enough
or the Water Well Trust for helping out my area.

Senator BOOZMAN. Just a final follow up to that, you were able
to get help in the sense of finding out who to contact. How do we
do a better job, and what would you suggest as far as outreach for
other people in your situation and making it easier for them to
know there is help available?

Mr. FrRAZEE. I think the Savings Act needs to be pushed by the
USDA and the EPA. Word needs to be out, and we need to get the
financing to help out areas like the area I live in. There is no fund-
ing there, and we are kind of looked past.

Senator BOOZMAN. Very good.

I will now turn to Senator Cardin who has been a great cham-
pion on the water issues. I was his Ranking Member a couple Con-
gresses ago. He has done a tremendous job in this area.
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Senator CARDIN. Mr. Chairman, I wanted to come by and com-
pliment your leadership and chairmanship of this Subcommittee.
One of the most productive sessions in Congress is when the two
of us on this Subcommittee work together. I really do appreciate
your commitment to water infrastructure.

My staff has told me that most of the points I wanted responses
from witnesses on have already been made. Thank you. Our Chair-
man has taken the leadership on additional tools to modernize our
water infrastructure.

In Maryland, I can tell you about major water main breaks every
day. I could tell you about one on River Road in Montgomery Coun-
ty which was a river and people had to be rescued by helicopters.
I can tell you about the Washington Beltway being closed as a re-
sult of water main breaks. I can talk to you about Dundalk, Mary-
land, having to be evacuated because of a water main break. Down-
town Baltimore had detours because of water main breaks.

That is all since I have been in the Senate. We have major,
major problems. I can also tell you about one day finding out from
Public Works in Baltimore they discovered a pipe still being used
made out of wood. We have some really old systems in Maryland
that need tremendous attention.

One of the great challenges with water infrastructure is that it
is hidden until there is a break. We are wasting so much water
every day and so much energy every day. There are public health
risks, no question, about safe drinking water and the manner in
which we deal with this.

Yes, we have existing tools, we have municipal financing, we
have tax exempt bonds, we have revolving funds, and we have the
initiative the Chairman has taken the leadership on for additional
ways we can deal with the planning. All these are important pro-
grams.

We have also joined together as the sense of Congress to try to
increase the amount of moneys made available under these tools.
We recognize the budgets are tough, but we also recognize there is
a bipartisan desire to increase the amount of money we put into
infrastructure in this country, including water infrastructure. All
those are extremely positive signs. I just wanted to come by to tell
you we are going to look for every creative way we can to give you
additional opportunities and tools in order to deal with it.

The last point I would make is this also involves another one of
my passions which is the Chesapeake Bay and our environment be-
cause as we deal with water infrastructure, how we deal with a lot
of the issues also involves the environment.

There are many, many reasons why we need to look for creative
ways. There are several initiatives, none of which are partisan, and
we really need to continue to make that progress. The Water Re-
sources Development Act of last year made significant progress in
that regard. A lot of the bills that members of this Committee
worked on were incorporated in the final WRDA bill.

Some were pulled out in the House. I thank our Chairman be-
cause we are working together to try to get those provisions that
deal with water infrastructure moving now in this Congress that
we were not able to get done in the last Congress.
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I thank the witnesses. I would let you know this is an extremely
high priority for all of us on this Committee. It is great to be on
this Committee for many reasons. One of the principal reasons is
that we have some incredible members I work with, including the
Chairman and the Ranking Member of this Subcommittee.

I thank them both for their leadership on this issue.

Senator BooZMAN. Thank you so much. We do appreciate your
leadership.

As you pointed out, we really do have a good Committee that
works in a very bipartisan way to sort out these things. The road
that Mike lives on, that area, it is Republicans and Democrats and
who cares. It is just the idea of providing the service people des-
perately need.

Senator CARDIN. Mr. Chairman, I just want to point out my rea-
son for popping in and out is that the Senate Foreign Relations
Committee, where I am Ranking, is holding hearings on important
nominations. I apologize for not being here for the testimony.

Senator BOOZMAN. I appreciate your pointing that out. I have not
been here most of the time either because of Appropriations. I am
told that Senator Gillibrand is on the way, so we will wait just a
few minutes for her.

Do you all have any comments?

Mr. ELLis. I would like to actually respond to one of the ques-
tions Senator Whitehouse mentioned when he held up his prop of
the full pipe.

One thing to note is that when those pipes fill with sediment or
whatever, you lose the original design capacity of that pipe. As we
think about infrastructure, we are often talking about building new
things but just the basic maintenance of going in and cleaning out
the pipes is also something a lot of communities cannot afford or
are not doing, so they are losing design capacity. The solution is
actually just to repair the existing system.

That same phenomenon is also occurring on private property. A
lot of what we have talked about today is public infrastructure,
with the exception of Mike’s situation and needing to build wells
for private homes.

In an urban environment, the biggest issue on private property
is the lateral lines that connect your home to the municipal pipe-
line. It is actually in those lines where we have lots and lots of
older pipes either full like that or pipes with lead in them from by-
gone days when we used to do that.

You have about 30 feet for every private property out there, and
who knows what is going on in some of these homes, whether that
pipe is cracked or whether lead is leaching out of that private pipe.

There have been a couple communities, I can think of Madison,
Wisconsin, and Galesburg, Illinois, that have used the SRF Pro-
gram to put money into the hands of private property owners to
take out those pipes. That project of tearing up your lawn, taking
out that old pipe, putting in a new pipe, can be $20,000 to $30,000
per home. In a low income community, you cannot really ask a
homeowner to do that. They probably do not have the money, and
if they do, they are saving it for something else.

Finding a way to use the SRF to tackle projects on private prop-
erty is something we are only starting to grapple with, whether
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that is well installation or fixing these lateral line issues going into
the house, and then issues coming back out of cracks in the sewage
and storm water pipe where you have stuff leaching out into lawns
and things like that.

Figuring out how to use these public resources or public-private
partnerships to work on private properties is, I think, one of our
next big challenges because a lot of the infrastructure out there is
not publicly owned.

Senator BoozMAN. Thank you very much.

Mr. Kricun.

Mr. KRICUN. As you discussed, infrastructure needs to be im-
proved in order to protect the public health and the environment
for safe drinking water and to protect against combined sewage
overflows and flooding.

Doing so will not only be necessary to protect the public health
and the environment, but also result in job creation, not only for
the construction but also for the maintenance of the new system.
It is definitely a win-win.

I also agree with what Josh said about the efficacy of the mainte-
nance of the existing collection systems. We did a study where by
cleaning the pipes on a regular basis, we improved their collection
capacity by 30 to 35 percent. That is a huge win.

The problem is the economics of such communities, whether
urban or rural, sometimes lack the capacity. That is why I think
in addition to public-private partnerships, public-public partner-
ships where utilities assist each other with resources would really
be helpful in getting the most from our industry and infrastructure.

Thank you.

Senator BOOZMAN. Very good.

Senator Gillibrand, thank you so much on this very, very busy
day. I have had to miss a good part of the hearing because of other
committee duties. I know you are in the same situation. Thank you
for coming by.

Senator GILLIBRAND. Thank you so much, Mr. Chairman and
Madam Ranking Member.

Mr. Kricun, in your testimony, you talk about how after Super
Storm Sandy, over 10 billion gallons of raw and partially treated
sewage flooded streets and ruined homes. This raises an important
point about the need to think about resilience to the impacts of cli-
mate change and extreme weather when making investments to re-
pair or replace aging water pipes.

We need to be thinking ahead. For example, we have water pipes
in New York that are over 100 years old. Nearly half of New York
City’s water pipes were built before World War II. We should be
thinking about the next 50 to 100 years from now when we design
projects today.

What should we be doing to improve how we make decisions
about water infrastructure investments to take into account ex-
treme weather, sea level rise, and other climate related impacts?

Mr. KRICUN. One thing we need to do is make sure we are more
resilient and less vulnerable to severe events. Hurricane Sandy oc-
curred 5 years ago, so that is already climate history. Our infra-
structure was already proven to be inadequate for how the climate
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was and how it is now. If the climate does worsen, that gap will
only widen.

One of the things we are doing is trying to implement green en-
ergy programs so that we are 100 percent off the grid. We are in-
stalling solar panels, installing a combined heat and power system
to capture gas and turn it into electricity. Our goal is to be off the
grid by 2020. Reducing reliance on the electric grid would be very
important.

No. 2, green infrastructure in combined sewer communities is
very important because you are sucking up the storm water and
preventing it getting into the combined sewer.

In addition, as we discussed, the infrastructure is rated D+, so
it needs to be replaced. When it is being replaced, it ought to be
replaced with the notion of the possibility of climate worsen and
therefore being sized appropriately to make sure that it is properly
designed not only for today’s conditions but the future.

Senator GILLIBRAND. Over the past several years, we have seen
drinking water emergencies across the United States where many
lives have been put at risk because of contamination from toxic
chemicals.

The most visible of these was obviously in Flint, Michigan, but
closer to home for me were people of Hoosick Falls and upstate
New York who have been experiencing nothing short of a tragedy
because their drinking water has been tainted with the chemical
PFOA. We have seen it across my State in places like Newburgh
and on Long Island.

When we talk about water infrastructure, we need to also be
talking about how we are going to keep our drinking water safe.
This is a real challenge for small communities like Hoosick Falls
that have limited resources.

This question is for the entire panel. How can we do a better job
of helping small communities test for and address contaminants
like PFOA in their drinking water systems?

Mr. Frazee.

Mr. FRAZEE. I think the USDA and EPA need to address those
issues in small communities like where I am from and help from
our Federal Government.

Senator GILLIBRAND. Thank you.

Mr. Kricun.

Mr. KrICUN. For example, in the instance of lead, I think lead
awareness is very important. We not only need to make sure we
are treating water at the source, the drinking water treatment
plants themselves, but making sure the conduits from the plant to
the home and also the internal plumbing within the home are also
subject to lead plumbing.

Most homes built prior to 1980 could have lead solder. Even if
the water coming from the water treatment plant is safe, for chil-
dren using the water, it may be contaminated with lead just by sit-
ting overnight in lead plumbing. Lead awareness and making sure
they are aware of filters or running the water 30 to 45 seconds to
reduce the risk could mitigate a significant portion of that lead
issue.

With regard to contaminants and chemicals, I agree with Mr.
Frazee that it is important to have Federal and State assistance
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and maybe even hub utilities nearby, if there is one larger sitting
nearby that might be able to lend resources to smaller communities
and leverage that. I think we need to give small communities, be
they urban or rural, as much assistance as possible.

Senator GILLIBRAND. Thank you.

Mr. Ellis.

Mr. ELLIS. In terms of testing, the testing that needs to occur is
both at source water, rives, ponds, and streams, but also as it is
coming out of the tap. It is such a distributed system, and you need
lots of people out doing it.

I think the issue of water testing, point based testing, is a great
opportunity for schools and citizen scientists. That could be
through programs at NOAA or somewhere else to get resources to
school programs or other organizations that can go out on a con-
sistent basis with established protocols for testing, collect that
data, and send it in to the proper water management officials.

Referring to your previous question, one of the issues we have
with planning infrastructure to be more resilient, this is not a
coastal issue or an inland issue, is we have great divergence be-
tween States but also within States about the actual data they are
using to project how much rainfall we might have or what climate
conditions might be.

I know in Illinois, we have some communities using data from
the 1960s that was projecting out weather events. All of that was
based on information they had collected before the 1960s. As pre-
cipitation patterns change, if you are using data from the 1960s,
1970s, 1980s, or 1990s, you are not able to size infrastructure ap-
propriately for what we predict to be weather events. We are al-
ways looking backward when we size the infrastructure because
that is the precipitation that we are using.

Getting greater consistency to get everyone to update and use
the latest data on precipitation projections, in particular, would be
helpful and greater consistency across communities so we can get
better best practices out there on how we size and build this infra-
structure across States. We cannot be building stuff for 2060 using
data from 1960, but we are.

Senator GILLIBRAND. Thank you, Mr. Chairman.

Senator BoozZMAN. Thanks so much.

Senator Duckworth.

Senator DUCKWORTH. I just want to thank the Chairman for hav-
ing this hearing. This is incredibly useful, and I think eye opening
for many people.

One of the things we have not touched on and bears further look-
ing into is the public infrastructure system, especially when it
comes to public schools. There are many, many public schools in
this country that were built well before the 1980s.

As you talk about the water that sits in the schools overnight,
you can actually go into a school and test the water. This happened
in Chicago, where you have one drinking fountain that fails the
lead test and one that passes. Until you replace the entire piping
system within the school itself, you are never going to resolve the
problem.
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This is going to be a problem for rural communities and commu-
nities that do not have the resources and the high tax base. It just
reinforces the need for real infrastructure investment.

I really want to thank the Chairman for bringing this to every-
one’s attention.

Thank you.

Senator BOOZMAN. Thank you. Thank you for pointing this out
as witnesses have, even the witnesses here, that you have an
urban area or very rural area essentially with the same problems.

We appreciate you very much, Senator Duckworth, and your staff
for the job they have done in helping us get ready for this. I appre-
ciate my staff.

Thank you all for coming and testifying. This has been a very
helpful hearing as we go forward.

With that, the record will be open for 2 weeks for any additions.
The meeting is adjourned.

[Whereupon, at 11:34 a.m., the Subcommittee was adjourned.]

[Additional material submitted for the record follows:]
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Introduction

The American Society of Civil Engineers (ASCE)" appreciates the opportunity to submit
our views on financing and funding mechanisms for our nation’s water infrastructure. We
also want to thank the U.S. Senate Committee on Environment and Public Works
Subcommittee on Fisheries, Water, and Wildlife for holding a hearing on this urgent and
timely matter.

A well-maintained public drinking water and wastewater infrastructure is critical for public
health, strong businesses, and clean waters and aquifers. However, funding both capital
projects and operations and maintenance (O&M) is difficult because the public often does
not appreciate the modern convenience of drinking water and wastewater treatment,
making it difficult to convey the need for rate increases. Furthermore, capital spending has
not kept pace with needs, and if these trends continue, the funding gap will only widen,
resulting in leaking pipes, source water pollution, and increases in the cost of O&M.

ASCE’s 2017 Infrastructure Report Card

Infrastructure is the foundation that connects the nation’s businesses, communities, and
people, serves as the backbone to the U.S. economy, and is vital to the nation’s public
health and welfare. Every four years, ASCE publishes the Infrastructure Report Card,
which grades the nation’s 16 major infrastructure categories using a simple A to F school
report card format. The Report Card examines the current infrastructure needs and
conditions, assigning grades and making recommendations to raise them.

in March, ASCE released its 2017 Infrastructure Report Card?, giving the nation’s overall
infrastructure a grade of “D+.” As Chairman Boozman mentioned in his opening statement,
America’s drinking water infrastructure received a grade of “D,” while our wastewater
infrastructure received a grade of “D+."

Millions of new users are expected to be connected to centralized wastewater treatment
centers in the coming years, and because America’s drinking water and wastewater
infrastructure provide such a critical service, it is crucial that sustained, significant, and
strategic investments from all Jevels of government and the private sector are made.

1 ASCE was founded in 1852 and is the country's oldest national civil engineering organization. It represents
more than 150.000 civil engineers individually in private practice, government, industry, and academia who
are dedicated to the advancement of the science and profession of civil engineering. ASCE is a non-profit
educational and professional society organized under Part 1.501(c) (3} of the Internal Revenue Code.
WWW,ASCE.0rE,

2 htpsy//www.infrastructurereporteard.org/
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Investment Shortfalls Total Billions of Dollars

Overall, the nation’s infrastructure funding gap comes to $2 trillion over 10 years. Despite
increased efficiency methods and sustainable practices, there is a growing gap between the
capital needed to maintain drinking water and wastewater infrastructure and the actual
investments made. By 2025, the disparity between needed and anticipated funding for
drinking water and wastewater systems will be $105 billion,

The nation’s drinking water systems face staggering public investment needs over the next
several decades. According to the American Water Works Association3, $1 trillion will be
needed to maintain and expand drinking water service demands during the next 25 years.
Many of the pipes that deliver drinking water in the nation were laid in the early to mid-
20™ century with a lifespan of 75 —~ 100 years. Failures in drinking water infrastructure can
result in water disruptions, impediments to emergency response, and damage to other types
of essential infrastructure. Every day, nearly six billion gallons of treated water is lost due
to leaking pipes, with an estimated 240,000 water main breaks occurring each year. In fact,
it is estimated that leaky, aging pipes waste 14 to 18% of each day’s treated drinking water
~ enough to support 15 million households.

Nearly 240 million Americans — 76% of the population — rely on the nation’s 14,748
treatment plants for wastewater sanitation, and there are over 800,000 miles of public
sewers and 500,000 miles of private lateral sewers connecting private property to public
sewer lines. Each of these conveyance systems is susceptible to failure, blockages, and
overflows.

As cities continue to experience population growth and as rural households switch from
septic systems to public sewers, pressure on existing centralized systems will require
billions of dollars in investment to meet federal regulatory requirements. Over the next two
decades, it is estimated that more than 56 million new users will be connected to centralized
wastewater systems, which will require the construction of 532 new systems by 2032 to
meet future demand. The U.S. Environmental Protection Agency (EPA)* estimates that
over the course of the next 20 years, $271 billion will be needed for wastewater
infrastructure.

Solutions

Fortunately, Congress has provided some federal funding options that — if robustly
appropriated — could help close the funding gap needed for drinking water and
wastewater infrastructure. Of course, federal funding is not the only answer; since the
mid-1970s, money from local and state governments has represented an increasing
percentage — nearly 95% — of public drinking water and wastewater investment. Cities

3 American Water Works Association, Buried No_Longer; Confronting Americas Water Infrastructure
Challenge, February 2012

4 Environmental Protection Agency, Clean Water Needs Survey, 2012 Report to Congress, December 2016.
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and towns across the country report that complying with federal wastewater and
stormwater regulations represent some of their costliest capital infrastructure projects.

As some water systems have become privatized, private capital has become another
financing mechanism. Regardless of whether a water system is publicly or privately
owned or managed, households and businesses still ultimately foot the bill; therefore,
care much be taken to ensure that rates are set at levels sufficient to maintain and upgrade
infrastructure while not increased so much that low-income residents would face
financial hardship.

Of the major infrastructure categories the federal government funds, water services
receive less than 5%. However, the Clean Water State Revolving Fund (CWSRF) and the
Drinking Water State Revolving Fund (DWSRF) — both authorized by Congress several
decades ago — play a vital role in providing much-needed support for investments in state
and local drinking and wastewater infrastructure.

The federal government has provided on average $1.4 billion per year over the past five
years to all 50 states and the District of Columbia through the CWSRF, which makes
funds available to drinking water systems to finance infrastructure improvements. The
states, in turn, have provided on average a total of $5.8 billion per year in financial
assistance to eligible recipients, primarily as discounted loans.

Likewise, the DWSRF program provides low-interest loans to state and local
infrastructure projects. The EPA provides an allotment of funding for each state, and each
state provides a 20% match. Since the program’s inception, $32.5 billion of low-interest
loans have been allocated.

In 2014, Congress authorized the Water Infrastructure Finance and Innovation Act
(WIFIA), a new mechanism to primarily fund large water infrastructure projects over $20
million. In December 2016, the WIFIA program received $20 million in appropriations.
This program offers the sponsors of large projects a new tool to leverage limited federal
resources, stimulate additional investment in our nation's infrastructure, and encourage
greater private sector participation in meeting the nation’s clean water needs. The EPA
estimates that a $20 million annual level of appropriations will result in approximately $1
billion in loans supporting approximately $2 billion in water and wastewater infrastructure
investments.

As we work towards closing the infrastructure investment gap, we must utilize new
approaches, materials, and technologies to ensure our infrastructure is more resilient and
sustainable, ensuring that we can more quickly recover from significant weather and other
hazard events while improving the “triple bottom line” with clear economic, social, and
environmental benefits. For example, innovative wastewater treatment methods can
provide a suite of positive externalities, such as the use of biosolids as a new energy source
that could power as many as 3.5 million homes.

ASCE believes that our nation’s elected leaders need to act quickly to address the
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growing gap in drinking water and wastewater infrastructure investment. We urge
Congress to:

1. Renew the federal commitment to water infrastructure by reinvigorating the
CWSRF and the DWSRF programs through permanent reauthorization and
tripling the amount of annual appropriations.

2. Fully fund the WIFIA program at its authorized level.

3. Eliminate the state cap on private activity bonds for water infrastructure projects
to bring an estimated $6 billion to $7 billion annually in new private financing to
bear on the problem.

4. Create legislation to allow Public Private Partnerships (PPPs) as one of many
methods on financing water infrastructure improvements. ASCE supports the use
of PPPs only when the public interest in protected. Any public revenue derived
from PPPs must be dedicated exclusively to comparable infrastructure facilities in
the state or locality where the project is based.

5. Create legislation to establish a dedicated source of revenue for drinking water
and wastewater infrastructure projects that would provide a stable, long-term
basis for financing for these critical systems.

6. Preserve tax exempt municipal bond financing, which provides communities with
low-cost access to capital for drinking water and wastewater infrastructure
upgrades.

7. Support green infrastructure solutions, which provides co-benefits such as water
and quality improvement, aesthetic value to communities, and cost
competitiveness.

In conclusion, ASCE believes our nation must prioritize the investment needs of our
drinking water and wastewater infrastructure to ensure public health, a strong economy,
and clean and safe water sources. Strategic, robust, and sustained investments in these
water infrastructure systems from a variety of mechanisms must be made quickly if we
hope to close the growing funding gap. We thank you for holding this hearing and
bringing attention to this critical matter, and we look forward to working with you to find
solutions to our nation’s drinking water and wastewater infrastructure investment needs.
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