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SOLUTION

formerly the Rural Engagement Project

Date: Tuesday, January 28, 2025
To: House Committee on Commerce & Consumer Protection
From: Kelie McWilliams, Executive Director

Subject:  Support for House Bill 2966
Chair Sosa, Vice Chairs Chaichi and Osborne, and Esteemed Members of the Committee,

I'm Kelie McWilliams, the Executive Director of Cultivating Solutions, a non-partisan non-profit
dedicated to uplifting the needs and quality of life for rural Oregonians. Today, | stand before
you to address a critical issue that impacts every one of your communities—the urgent need
for sustainable water solutions.

As | prepared for today’s testimony, it struck me that each of you represents communities
that are facing—or are on the brink of—water rate hikes this year. These hikes are not mere
inconveniences; they are devastating blows to families who are already stretched to their
limits. Oregon’s towns are at a breaking point, with over a third teetering on the edge of crisis.
Their water systems, vital for survival and sanitation, are crumbling. The harsh reality is that
many towns cannot access state funds or commercial loans for necessary repairs unless they
raise water rates—an unthinkable choice that puts their neighbors, friends, and families at risk
of losing their homes.

This is a heart-wrenching dilemma: local leaders are caught in a lose-lose situation—either
they let their towns deteriorate, or they ask residents to pay more than they can afford. When
they approach Business Oregon or commercial banks, they are often told, “You need to raise
rates first” This response reveals a system that is eroding at an alarming rate, leaving our most
vulnerable communities to fend for themselves.

The pandemic was a wake-up call for us all, revealing the inadequacies of the tools we have
relied on for years. This is why HB 2966 is crucial: it provides an opportunity to step back,
understand the root causes of these shortfalls, and explore real, sustainable solutions that
do not force families to choose between water and shelter.

According to a 2021 report from the League of Oregon Cities, there exists a known need of
nearly $8 billion to address water infrastructure alone, and that figure represents only 41.5%
of Oregon towns. If that data reflects the broader picture, we are potentially facing a need
upwards of $20 billion—just for water. If someone had waved a magic wand to allocate the
2024 Oregon Kicker solely to water projects, we would have fallen short by over $15 billion—an
alarming finding for a vital resource.
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Now, consider what would happen if there were a sinkhole, wildfire, or earthquake. Would
your city or county have the resources necessary to replace its water system or rebuild
infrastructure? The answer is probably not, as even the wealthiest city in our state struggles
with maintaining this most essential resource.

Imagine your own life—your constituents’ lives—if they woke up tomorrow without access to
water, a reality that has already occurred in communities across Oregon, including Klamath,
Umatilla, Morrow, and Harney Counties and nearly happened to several more communities,
including in Clackamas, Polk, Benton, Lane, and Marion Counties, among others. Even here in
the capitol city, budget issues are causing problems for water infrastructure.

If we continue to neglect these pressing issues, Oregon’s small towns will begin to run dry,
forcing families to relocate and leaving their hometowns suffocating from lost revenue. This
will ripple through our economy, closing schools, businesses, and banks, while causing untold
heartache for Oregonians statewide.

I implore you to support HB 2966. This bill represents not just a legislative action but a crucial
lifeline for Oregon’s communities. We need to explore new options, new tools, and new
revenue streams that do not rely on raising taxes or burdening water ratepayers. Let's cultivate
solutions that enable us to invest in Oregon’s infrastructure needs proactively and sensibly.

Mayor Dan Sheets of Monroe shared written testimony on a similar bill last year, emphasizing
the struggle of his city—I've attached it here for ease of reference. When you read it, know that
at one point, Monroe was 90 minutes away from not being able to produce drinking water
for the 723 souls living there. Fast thinking and interagency cooperation saved the day, but it's
simply not a matter of if an Oregon community’s water system will eventually fail, but a matter
of when. The signs are all around us, and the Legislature has the power to change it.

We need to explore new options, new tools, and new revenue streams that don't require
us to raise taxes or push the burden onto water ratepayers and property owners. We need
to cultivate solutions that allow us to invest in Oregon’s infrastructure needs in a way that is
proactive and sensible.

Oregon’s communities—and the families who call them home—are counting on you. Let’s
ensure that no town has to run dry before we take action.

Best. regards, .
WM@V\[M

Kelie McWilliams
Executive Director _
kelie@cultivatingsolutions.org
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CONTACT INFORMATION: GTHE CITY OF
Mayor Dan Sheets

664 Commercial St.

Monroe, OR 97456

Phone: 541-847-5175

Email: dan.sheets@monroeoregon.gov

DATE:
Tuesday, February 6, 2024

SUBJECT:

HB 4155 - Directs the Oregon Business Development Department to study infrastructure financing
in Oregon by considering and evaluating tools the state may use to have a positive effect on
infrastructure and housing costs in Oregon.

COMMITTEE:
House Committee on Emergency Management, General Government, and Veterans

TESTIMONY:
Chair Grayber, Vice Chairs Lewis and Tran, and Members of the Committee:

My name is Dan Sheets. For the last 3 years, I've been serving as the Mayor of Monroe, Oregon.
Monroe has 723 residents and is experiencing growth at a rate of roughly 1.5% annually.

Fifteen years ago, Monroe had a state-of-the-art water system installed. It was designed in two
units, where each was supposed to run on alternating days to provide downtime for repairs. Now,
each unit must be run each day to keep up with demand. On top of this, in recent years, necessary
components of the system have become obsolete. There are very few people left trained in the
computer language it operates on. We don’t have our own water engineer, so our City
Administrator, Steve Martinenko, has had to learn on the job how to maintain the system because,
without it, Monroe’s residents will stop having clean water in a matter of days.

Thanks to the diligent work of House members like Republican Anna Scharf and Democrat David
Gomberg, Monroe secured most of the funding for water system upgrades that will allow us to
keep producing clean drinking water. The problem now is two-fold.

First, in Monroe, in order to remain in compliance with state regulations and environmental
standards, we need to address our wastewater treatment system. Many of our sewer pipes are
made of century-old concrete, which means when rainwater leaks into them, it can cause excessive
water to enter into our treatment lagoons and fill them faster than the City can process the
wastewater. It also dilutes the sewage at the point of entry into our treatment lagoons, meaning it
is at times very difficult to meet the conditions for waste removal as spelled out in our DEQ permit.
This can result in fines for not making a sufficient change between the entry and exit points and
potential overflow of the lagoons themselves, even though the wastewater meets all other criteria
for treatment.



Second, as a small town, we don’t have the income necessary to attract lenders. In fact, most of our
income comes from the city’s water accounts, but lenders always want us to raise the water rate in
order to extend a loan, which is essentially asking us to knowingly put our residents—many of
whom are low income—out on the street. In a city like Monroe, where everyone knows each other,
we are resolved not to add to the housing crisis by forcing our homeowners and residents into
homelessness to line the pockets of Wall Street bankers who don’t know or care about our people.
It would cripple our community and the culture of support we’ve built within the city.

Given the current state of affairs within Monroe and other small towns, it is imperative that we
examine infrastructure financing for Oregon’s municipalities and counties. We need to have a
better understanding of what is possible in order to lean into a future that includes the economic
power and resilience of rural communities across the state. | urge you to pass HB 4155.

Thank you for your time and thoughtful consideration.

Best regards,

Dan Sheets
Mayor
City of Monroe, Oregon
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It has been well-documented and long understood that Oregon’s water infrastructure is in significant
need of repair, upgrade and investment. Our water infrastructure plays a critical role in supporting
community public health, livability, economic development, environmental protection, housing, and a
growing population. Not only is Oregon’s existing infrastructure in serious need of repair, but local water
and wastewater providers are also facing new and emerging challenges that will require additional
investment and add additional costs. These challenges include:

e Seismic upgrades to better ensure that some of the critical components of water systems will be
able to withstand a Cascadia earthquake (e.g. system backbone; lines to hospitals;
reservoirs/storage);

e Additional system capacity to support needed housing, including affordable housing;

e Additional water supply storage to combat persistent drought and declining snowpack; and

e New and more stringent water quality challenges/permit requirements, including for
stormwater.

Previous LOC Infrastructure Surveys: In 2016, the League of Oregon Cities (LOC) surveyed its member
cities to better understand water infrastructure needs across the state. That survey identified $7.6
billion in water infrastructure needs from the 121 of Oregon’s 241 cities that responded to the survey.
Of the $7.6 billion in identified needs, $4.3 billion was attributed to water quality-related projects,
including wastewater treatment plants, while $3.3 billion was related to drinking water and water
supply/storage projects. An LOC transportation infrastructure survey was also conducted in 2016, and
identified $3.7 billion in transportation-related infrastructure needs (highway and non-highway).
Fortunately, during the 2017 legislative session, the state Legislature approved a $5.3 billion
transportation infrastructure investment package.

2021 Water Infrastructure Survey: In late 2020, the LOC sent out an updated survey to its membership
to, once again, identify water-related infrastructure needs across the state. The LOC contracted with
Portland State University’s (PSU) Center for Public Service to conduct the survey. The survey was sent
out in November of 2020, with questions that sought to differentiate between medium-term (within the
next 10 years) and long-term (within the next 20 years) needs. The updated survey also included
questions designed to gain a better understanding seismic resilience needs for water systems and issues
related to water/sewer rate affordability. Page 4 outlines key findings from the 2021 survey, including a
breakdown of drinking water/water supply needs versus water-quality related needs. Ultimately, the
survey identified the significant combined water infrastructure needs for the coming 20 years as
follows:

The 100 cities that responded to the survey (out of 241 total cities in Oregon), identified $9.7 billion in
water infrastructure needs, including both water quality-related needs and drinking water/water
supply needs. With this data, PSU was able to estimate approximately 523 billion in statewide water
infrastructure costs in the coming 20 years.

Water Infrastructure: Impacts to Affordability: The importance of water infrastructure can’t be
overstated. Oregon’s water infrastructure is too often out of sight, and therefore, out of mind. It often
takes a significant disruption of drinking water or wastewater service to remind citizens and
policymakers of the critical role that water infrastructure plays in the protection of public health and the
environment. However, the costs of providing this critical and necessary infrastructure is, unfortunately,
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outpacing the budgetary capacity of local communities. As a result, many communities are experiencing
increasing drinking water and sewer rates that are resulting in affordability challenges throughout the
state. According to the American Water Works Association, projects to address aging drinking water
infrastructure in the United States are projected to surpass $1 trillion in the next 25 years and could
triple the cost of household water bills.

State and federal investments in water-related infrastructure have simply not kept pace with overall
needs; and communities across the state, of all sizes, are struggling to balance ratepayer affordability
challenges, with the need to finance significant and necessary infrastructure investments at the local
level. According to a white paper from the National Association of Clean Water Agencies, “the
Congressional Budget Office has found that the federal cost-share of total water capital, operations, and
maintenance spending in the country has declined in real dollars over the past four decades and has
fallen below 5%. This federal share is much smaller than other core infrastructure sectors, such as
highways (close to 50%), mass transit and rail (17%), and aviation (17%). Local and state
investments...now account for 95% of the investment. As a result, the vast majority of the growing cost
for clean and safe water...is coming directly from ratepayers.”

It is important for policymakers to understand the shift that has taken place, and the immense costs that
local communities are facing. Across Oregon today, communities are can’t afford to address failing or
deficient infrastructure. Unfortunately, this can, and has, resulted in some communities being unable to
support additional housing. Oregon Revised Statute 197.505 to 197.540 outlines local requirements that
must be met in order to declare a growth moratorium due to insufficient “public facilities,” including
water supply. In 2018, the city of Banks was faced with this difficult decision and remains in a growth
moratorium today (2021). Without critical investments in water infrastructure, this community is unable
to support additional housing. Just recently, the city of Wilsonville faced a similar situation, with a
building moratorium that was implemented in the late 1990s — again due to a lack of water supply
infrastructure that was necessary to support additional growth. The reality is that these immense costs
are largely being addressed at the local level, using local ratepayer dollars (water/sewer/stormwater
bills), system development charges, or through temporary increases to property taxes (temporary tax
levies or general obligation bonds). For those communities that can access state funding resources, it is
important to recognize that much of this funding assistance comes in the form of low-interest loans.
While there are some existing opportunities for loan forgiveness, those opportunities are limited, and
many communities are finding that they must still finance infrastructure costs locally, plus interest. We
have reached the point in Oregon where the backlog of needs continues to grow, while costs continue
to increase. This has resulted in communities that are simply unable to afford necessary projects and has
resulted in impacts to low-income and other vulnerable populations.

Infrastructure Impacts, Rates, and the Need for Low Income Assistance

As a result of the cost impacts and affordability challenges that Oregonians are already grappling with, it
is not surprising that many municipal water providers, including cities, have seen an increase in the
amount of delinquent water/sewer accounts. While these affordability challenges are not new, the
pandemic and resulting economic shut down highlighted a very clear need for additional low-income
assistance to help Oregonians struggling to pay water and sewer bills, and to ensure that water utilities
remain financially solvent when ratepayer revenues are impacted as a result of increased arrearages. As
of 2020, there were no federal or state-funded low-income assistance programs to help Oregonians pay
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water and sewer bills. The problem isn’t that low-income assistance programs have not, and do not,
exist. Those programs, however, exist at the local level, funded through local ratepayer dollars. This
dynamic creates some unique equity challenges for low-income Oregonians, those on fixed incomes,
and for small communities, as an increase in water rates to help offset affordability challenges is likely to
simply intensify those affordability challenges. The LOC identified the need for additional state/federal
ratepayer dollars as a legislative priority for the 2021 legislative session. And in December of 2020,
Congress approved more than $600 million in federal water/sewer ratepayer assistance, with another
$500 million approved in March of 2021. The LOC is focusing on implementation of the federal program
(Low-Income Household Water Assistance Program) and will continue to advocate for additional funding
from state and federal resources.

LOC 2020 Water Infrastructure Survey: General Findings

The 100 cities that responded to the survey (out of 241 cities in Oregon), identified $9.7 billion in water
infrastructure needs, including water quality-related needs and drinking water/water supply needs.
With this data, PSU estimates approximately $23 billion in statewide water infrastructure costs in the
next 20 years.

Oregonians simply can’t afford to bear this cost alone.

Drinking Water/Water Supply Costs and Emerging Challenges:

Drinking Water/Water Supply Infrastructure Needs: 91% of survey respondents indicated that they
provide drinking water services. The medium-term (next 10 years) drinking water and water supply
needs identified by survey respondents totaled $2.12 billion. PSU was able to extrapolate the data to
generate a statewide estimate of $4.365 billion in the next 10 years. Long-term needs (next 20 years)
identified by survey respondents included an additional $2 billion; representing approximately $7.6
billion as a statewide estimate of total drinking water/water supply needs.

The LOC anticipates that drinking water infrastructure needs will only increase as a result of seismic risk
assessments and mitigation plans that are now being required by the Oregon Health Authority’s
Drinking Water Services program (as of 2018) and will be incorporated into regular water master plan
updates for communities that are located within more seismically vulnerable parts of the state. One city,
with a population of slightly more than 27,000, highlighted the extent of this emerging need as follows:

“We identified $176 million in pipe replacement costs to upgrade our distribution system to
withstand a large seismic event. That doesn't count costs to make our large diameter
transmission pipe resilient. That would be on the order of 5300 million.”

In addition, it is anticipated that municipal and other community drinking water providers will continue
to see necessary additional investments to address other ongoing and emerging challenges. Some of
these include water supply curtailments due to fish persistence and other permit conditions, and a need
to build additional water supply storage including secondary supply sources to ensure continued
drinking water supply during times or shortage, contamination events (e.g. harmful algal blooms) or
other disruptions of service. In addition, many communities have identified other water-related
infrastructure needs for levees and dams that are in need of repair, replacement, and seismic upgrades.
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Finally, it is important to note the importance of source water protection investments for drinking water
supplies. This work is critical to ensure safe drinking water. Investments, including funding to address
failing septic systems and coordinated efforts to address and help mitigate impacts from harmful algal
blooms, are just two examples that highlight the importance of critical source water protection
investments. Unfortunately, as a result of recent wildfires, there may be additional risks to downstream
drinking water providers from increased water runoff, phosphorous and nutrient loading that can lead
to increased likelihood of harmful algal blooms.

Water Quality Costs and Emerging Challenges:

Water Quality/Wastewater Infrastructure Needs: 71% of survey respondents indicated that they provide
water quality/wastewater services. The medium-term (next 10 years) water quality/wastewater needs
identified by survey respondents totaled $3 billion. Again, PSU was able to extrapolate the data to
generate a statewide estimate of $5.879 billion in the next 10 years. Long-term needs (next 20 years)
identified by survey respondents included an additional $7.64 billion; representing approximately
$15.786 billion as a statewide estimate of total water quality/wastewater needs.

One of the most significant challenges facing public sewer/wastewater providers has been the backlog
of water quality permits from the state. These water quality permits, known as National Pollutant and
Discharge Elimination System permits and Water Pollution Control Facility permits, outline the water
quality standards that must be met for public/municipal wastewater providers. If a municipality does
not know the water quality standards they must meet, it is very difficult to invest in the appropriate
treatment technologies and system upgrades that may be necessary. Unfortunately, due to the backlog,
many of these permits have expired, though some have been administratively extended, for more than
10 years. As a result of litigation, the Oregon Department of Environmental Quality (DEQ) has issued a 5-
year permit issuance plan to update permits. As municipal wastewater providers receive updated
permits, they will very likely receive updated, and more stringent, water quality standards that must be
met in order to discharge treated wastewater. Some of the more challenging emerging pollutants in
recent years have included temperature, mercury, and copper. The LOC has worked with the DEQ and
the Legislature to provide additional staffing capacity and targeted investments to address the water
quality permitting backlog. Much of this work (60%) will be funded through increased fees for permit
holders, but is also partially funded through state general fund dollars (40%).

In addition, the costs of managing stormwater runoff represents both an existing and emerging
infrastructure challenge that many Oregon communities will need to continue to address and fund
through local fees/rates. Stormwater regulations continue to increase, and are regulated through a
specific NPDES permit called a Municipal Separate Storm Sewer System (MS4) permit. These permits
require municipalities to implement local regulations and plans to manage stormwater runoff including
from streets, construction site runoff and other impervious surfaces.

Conclusions:

Oregon communities are struggling to pay for necessary water infrastructure costs, and expectations
that communities will be able to continue to finance these costs at the local level are simply unrealistic.
While local governments must grapple with how to best finance this infrastructure, it is ultimately the
ratepayers and citizens of Oregon that are paying the bill. Costs already far exceed the ability of
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Oregonians to pay for necessary infrastructure, and communities with smaller populations and those
serving lower-income populations are disproportionately impacted when costs and regulations increase.
At this point, many communities simply can’t afford necessary infrastructure. Addressing this backlog
will require significant additional investments from the state and federal government. In addition, the
LOC encourages the state to work with local governments to ensure that small and rural communities
have access to the resources necessary to plan for infrastructure investments. Many communities are
far from “shovel-ready,” and will need assistance to ensure that they are prepared to accept federal
infrastructure dollars that may become available.

View the full PSU report here.
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