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Thank you Chairman Cardin, Ranking Member Sessions and members of the
Subcommittee for the opportunity to testify here today. I am Kathy Horne, Executive Director,
of the Alabama Rural Water Association, representing 550 public water systems serving 3.7
million people in Alabama. I am also proud to represent the National Rural Water Association,
which has over 28,000 small and rural community members.
There is a state rural water association in every state representing small and rural
communities’ water and wastewater supplies. Ninety percent of the community water systems in
Alabama are members of Alabama Rural Water. In the nation, most all community water
systems are small: 94% or 47,495 of the 51,651 community water systems serve a population
less than 10,000 people. And small communities have to comply with all the federal regulations,
just like the largest cites.
I have worked with drinking water and wastewater systems in Alabama for over 30 years,
providing technical, managerial and financial assistance. We are proud partners with the key
governmental agencies in our state including the USDA, our state’s regulatory agency, the
emergency management agency, the Alabama Department of Economic Development and other
groups.
I am very familiar with the challenges facing our small towns and rural community water
systems, and the funding needs for water and wastewater infrastructure facing the industry.
Alabama Rural Water has been in service since 1977. Our purpose is to assist and
work with drinking water and wastewater systems, providing free localized training and
technical assistance to enable water utilities to provide safe water and quality wastewater, stay in
compliance, and fulfill the operator certification requirements of the state regulatory agencies
and the EPA. Also, we provide on-site local technical assistance including leak detection
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surveys, smoke testing, valve locating, water rate studies and assistance with the financial and
management capabilities of the utility.
The expansion of small water supplies is one of the great public health and
sanitation advances in the nation. Before the expansion of rural water supplies, many rural
families relied on hauled water, questionable quality well water, or untreated sources of drinking
water. Many of the rural and small town water systems in Alabama were constructed in 1950’s
and 60’s, because larger municipalities found it cost prohibitive to extend their lines into the
sparsely populated rural areas. This grand improvement in rural public health, economic
development, and environmental protection was made available by USDA’s low-interest loan
and grant funding. Three principles in the USDA program should serve as the foundation
for every other federal water funding program: (1) limiting funding to communities who
can’t finance water infrastructure without subsidies, (2) targeting funding to communities with
the greatest economic and environmental challenges, and (3) providing a portion of grant
funding, which is necessary to assist the communities most in need.
Due to their limited economies of scale and lack of technical resources small
communities often struggle to operate their utilities and comply with complex technical and
regulatory requirements. The EPA continues to increase mandates through the Safe Drinking
Water Act and the Clean Water Act creating more and more expense and increases in water
rates. The demographics of water supplies in Alabama are typical of the other states, where the
vast majority of water supplies serve a population of less than 10,000 users – which is the
equivalent to 3,333 customers. While most of these small communities are operated and
managed responsibly, very little net revenue is realized beyond the routine operational and
maintenance costs. This makes it more challenging for small systems to meet financial reserves,
replacement funds and system improvement funds – and simultaneously properly maintain the
operation. With limited financial and technical resources – and hundreds of miles of water lines
buried in the ground – it can be a challenge to plan ahead. Major upgrades and replacements can
be overlooked and sometimes forgotten until a crises forces the situation like a continuous leak,
low pressure or other poor service related issues. Because water lines are hidden, they can
sometimes be looked at as, “out of sight and out of mind.” This same concept applies to
wastewater infrastructure and can also extent to the visible water utility assets such as pumps,
tanks, etc. It is easy to adopt the concept of, “if it’s not broken, don’t fix it!” even though these
assets should be replaced before the life expectancy expires and cripples the operation.
Encouraging local responsibility for professional operations and long-term sustainability is our
main objective at Alabama Rural Water. We train and assist more local operators, managers, and
officials than any other effort, regulation, or program. Local responsibility is the most
important element for safe water and a sustainable utility.
I would like to highlight two areas of concern for community water supplies and urge the
Subcommittee to consider assisting in some solutions in future federal funding and policy.
First is the problem of unaccounted or lost water and, second, is the lack of training
resources for the governing members or board members of community water supplies.
Both of these challenges demonstrate the critical need for increased funding to help in upgrading
and expanding existing water system infrastructure.
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In Alabama, 15% water loss is considered normal. Water can be lost from fire fighting,
routine line flushing to maintain sanitary conditions, and routine line breaks. Last year, Alabama
Rural Water conducted 23 leak surveys (free of charge) for small water systems. The water loss
for these utilities before the leak survey averaged 37% loss. Yes, it is common for
communities to lose over a third of the water they treat before it reaches the tap. A chart
providing total gallons of unaccounted water detected, as well as the estimated savings to each
system, is included in my full testimony.
On a national perspective, studies have estimated that 20-25% of the treated water
flowing within the distribution system is lost through leakage. High rates of lost water can be
caused by faulty meters that do not register properly, and through old/deteriorating water pipes,
which must be addressed at some point. Water lines were not intended to last forever and in
many cases the life expectancy has long passed with upgrades yet to be made. Water loss wastes
energy and expenses associated with treating and pumping the water. Energy bills are the
highest expense for water utilities and correlate to a tremendous energy demand nationwide.
For example, last October, we conducted a water survey in the Centreville Water and
Sewer Board in Bibb County. Centreville serves 1,945 customers. The survey resulted in the
detection of a 6-inch main line that had blown apart at the coupling and was leaking 100 gallons
per minute. Using their cost factor of $1.50 per 1000 gallons of water treated, the utility, upon
repair, saved approximately $6,480.00 monthly in service fees. Photos of this leak and other
similar detected leaks are included in my written testimony. If leaks the magnitude of
Centreville’s go undetected for long periods, they will drain the system financially. Water
infrastructure, including service lines must be maintained or replaced to meet the ongoing service
needs of the utility, and its customers.
As you know, recent EPA studies have estimated an investment-funding gap of more than
$500 billion (over the next 2 decades) is needed for upgrades and repairs to public water and
wastewater systems. But capital investment for such projects is extremely difficult to secure as
states and local governments are challenged with large budget deficits, debt obligations and
revenue shortfalls. This is resulting in much needed water and wastewater projects being placed
on the “back burner,” with the hope next year will be better.
My second priority concern is the lack of training resources for the governing board
members of water supplies. In most all of the approximately 50,000 small community water
systems, volunteer governing board members, city councils, selectmen, etc. volunteer their time
to make decisions on behalf of the citizens in their community regarding one of the most critical
resources available to society; safe drinking water and sanitation. Many small community water
supplies are lacking in essential site-specific resources like system maps, standard operating
plans, routine preventative maintenance plans, long range plans, etc. – all of which are essential
to identifying infrastructure conditions. This represents a lack of understanding regarding the
management responsibilities necessary to form strong sound governance decisions regarding the
utility’s infrastructure needs.
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In addition to funding for tangible water infrastructure projects, please consider
strengthening the capacity of local governments and providing additional resources in the
investment of water and wastewater utility management. By directing more funding to the
training of local governing officials, this would assist these decision-makers in their critical role
of managing, maintaining and properly overseeing the nation’s drinking water and wastewater
operations – and ensure the most effective use of state and federal dollars invested in
infrastructure projects. Better informed board members would result in better prepared decisionmakers capable of properly planning and preparing the utility to meet the ongoing challenges that
water and wastewater utilities face.
Safe and dependable drinking water supplies and sanitation are necessary for economic
development in small and rural communities as well as meeting the future needs of residential
and commercial growth.
The three primary funding sources for water infrastructure include: the USDA Loan
and Grant Program (limited to communities with less than 10,000 persons), the State Revolving
Loan funds (no population restriction) and HUD’s CDBG grants (for low-income areas). You
may be surprised to know that in recent years, the SRF program in Alabama supported only one
large municipality, with nothing left to support smaller water system infrastructure requests. In
many cases, this funding is approved for large municipal operations because there are no
population or size restrictions. However, all of these sources have experienced drastic reductions
in their most recent budgets.
USDA and SRF funding is not sufficient to cover the growing infrastructure needs of
water systems, and certainly not sufficient to address overdue improvement projects throughout
the nation. All communities are expected to continue full service for the citizens, industry,
economic growth and comply with all federal regulatory requirements. However, federal, state
and local water budgets are shrinking and more reductions are in sight.
Investing in the future of water infrastructure not only improves the quality of life
for American citizens, but also provides for future economic recovery, growth and stability.
As we invest in water infrastructure, we create jobs and boost the economy, and we provide a
natural resource that one can’t live without.
In closing, I respectfully urge Congress to consider the unique needs and concerns facing
our rural and small town water systems and incorporate these as priorities in future federal water
funding programs and policies. We urge you to include additional local government training
resources and the three needs-based principles (in the USDA funding program) in any
reauthorization of the state revolving loan funds or new water infrastructure legislation. This
would ensure more informed management decisions in protecting and maintaining federal
investments of water and wastewater infrastructure projects – and ensures that the most needy
communities are prioritized in federal funding initiatives.
Thank you all for your service and for this opportunity. Attached to my written
testimony is a one-page summary of the National Rural Water Associations’ priorities in any
new water infrastructure legislation.
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Small and rural communities often have a difficult time, due to their limited customer base, when
it comes to providing safe water and compliance with federal standards. This is compounded by
the fact that small and rural communities often have lower median household incomes and higher
water rates compared to larger communities. As a result the cost of compliance is often
dramatically higher per household. The vast majority of U.S. water supplies are small, 94% or
47,495 of the 51,651 community water systems serve a population less than 10,000 people.
There are approximately 16,255 water regulated public sewer systems in the U.S.; 13,057 sewer
systems are considered small – serving less than 10,000 persons. EPA asserts, “Because small
communities tend to be economically disadvantaged, under-served and resource-poor, they face
significant barriers to building and maintaining effective wastewater treatment services.”

Federal Water Funding Priorities and Targeting
Any new or reauthorized federal water infrastructure initiatives should retain the key elements
that ensure targeting of funding to the most needy communities including: a minimum set-aside
for small systems, disadvantaged community subsidies, requirements to prioritize funding to
address the most serious risk to human health; to ensure compliance; and assist systems most in
need on a per household basis. The 1996 Drinking Water State Revolving Fund grants states
considerable discretion in the operation of their revolving loan funds with regard to providing
principal forgiveness, in defining disadvantaged communities, and in targeting funds to the most
needy communities. Three principles in the USDA water funding program should serve as the
foundation for every other federal water funding program: (1) limiting funding to communities
who can’t finance water infrastructure without subsidies, (2) targeting funding to communities
with the greatest economic and environmental challenges, and (3) providing a portion of grant
funding, which is necessary to assist the communities most in need.
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Technical Assistance
Rural and small communities want to ensure quality drinking water and wastewater. After all,
local water supplies are operated by people who are locally elected and whose families drink the
water every day. However, they need common-sense technical assistance in a form they can
understand. On-site technical assistance allows small communities to have access to technical
resources needed to operate and maintain water infrastructure, comply with standards in the most
economical way, and obtain assistance in applying for state revolving loan funds. Often the
assistance saves thousands of dollars for the community and keeps the systems in long-term
compliance with EPA rules. Please consider a provision similar to H.R. 1427 to ensure the most
beneficial assistance is provided.

Public-Private Partnerships
NRWA has not opposed water supply privatization in principle. However, corporate water
(profit generating companies or companies paying profits to shareholders/investors) should not
be eligible for federal taxpayer subsidies. Private companies argue that they have to comply with
the same regulations. However, the distinction in mission between public and private is the core
principal that should be considered. Public water utilities were and are created to provide for
public welfare (the reason why public water continues to expand to underserved and nonprofitable populations).

Consideration of Tax Law Modifications to Allow for Financing
Senate Bill, S. 157 from the 109th Congress allows for small non-profit water supplies to have
access to tax-exempt financing with the additional benefit of a federal guarantee. With minimal
cost to the Treasury, this bill would allow for additional subsidized funding to be available to
small and rural water supplies that are in need. The funding is only available to a limited group
of small communities that have no chance of obtaining commercial funding, are economically
disadvantaged, and have documented environmental or public health needs.
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