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Chairs Sankey, Schweyer, Lawrence, and Krueger, and and members of the Subcommittees, I 
am honored to provide testimony today on Section 1329 of Title 66 and the benefits that this 
legislation has brought to the Commonwealth.  I am Robert Powelson, President and CEO of the 
National Association of Water Companies (NAWC).  
 
NAWC members provide 73 million Americans with safe and reliable water service every day 
and have an exceptional record of compliance with federal and state health and environmental 
regulations.  Our members range in size from large companies owning, operating, or partnering 
with hundreds of utilities in multiple states, to individual utilities serving a few hundred 
customers.  Through NAWC, our members collaborate, share best practices, and leverage their 
strengths to benefit the communities they serve. 
 
Providing affordable, safe and reliable water to customers is the highest priority for NAWC’s 
members.  Toward that end, a 2018 study published in the Proceedings of the National 
Academy of Sciences confirmed that investor-owned water companies, which are regulated by 
state public utility commissions, have a stronger record of delivering high-quality water that 
meets or exceed federal standards than their municipal counterparts.1  An analysis of that data 
shows that NAWC’s Pennsylvania members are over 37% less likely to have a health-based Safe 
Drinking Water Act violation than their municipal counterparts.  NAWC is proud of that record 
and will continue to lead in delivering the highest attainable compliance results. 
 
NAWC’s Pennsylvania members have long maintained a strong presence in communities 
throughout the Commonwealth, employing nearly 2000 workers, and serving nearly 4.4 million 
customers, with a history dating back over 200 years. 
 
As President and CEO of NAWC, a former Chairman of the Pennsylvania Public Utility 
Commission, and a former President of the National Association of Regulatory Utility 
Commissioners, I firmly believe that section 1329 of Title 66 is an essential tool to encourage 

 
1 Proceedings of the National Academy of Sciences of the United States, Feb. 17, 2018, National trends in drinking 
water quality violations, available here: https://www.pnas.org/content/115/9/2078  
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much-needed water system consolidation in the Commonwealth.  The water industry is 
severely fragmented – more so than any other utility industry – and system consolidation is 
necessary to continue to ensure that Pennsylvanians have access to safe, reliable, and 
affordable water service.  
 
Access to this essential service is far from given.  Issues with water systems have peppered the 
news headlines over the past half-decade, from the lead crises of Flint, Michigan and Newark, 
New Jersey; to the ongoing struggles of Jackson, Mississippi, where the water is neither safe to 
drink nor reliable provided; to the recent cybersecurity breach of a small system in Oldsmar, FL, 
where residents were nearly poisoned when a computer was hacked.  These headlines take a 
toll – a recent study commissioned by Kemira, as part of the 2020 national Imagine a Day 
Without Water Campaign, found that almost half of all Pennsylvanians do not trust that their 
drinking water is safe, which is the second worst result among the states surveyed.2   
 
Unfortunately, many communities around the Commonwealth do struggle to provide reliable 
water service for their citizens.  Sadly: 
 

• Over 20% of Pennsylvania’s community water systems have been continuously out of 

compliance with the Safe Drinking Water Act for the past three years3; and  

• Pennsylvania has three times as many water systems considered to be serious violators 

of the Safe Drinking Water Act than our neighbors in Delaware, New Jersey and 

Maryland combined.4 

 
Fortunately, Pennsylvania has a strong history of enacting policies to combat this trend.  
Legislation such as Act 120 of 2018, which made it easier for utilities to replace lead service 
lines; Act 11 of 2012, encouraging water and wastewater utilities to proactively invest in their 
distribution systems; and Act 12 of 2016 (section 1329), which further continues the 
longstanding policy of consolidation of water and wastewater systems in the Commonwealth, 
make Pennsylvania a national leader in progressive water policy. 
 
In my role as Chairman of the Pennsylvania Public Utility Commission, and now as the President 
of a nationally focused water association, I have seen first-hand how Section 1329, and similar 
legislation in other states, has helped protect the public health and spurred much-needed 
investment in water infrastructure.   

 
2 https://www.kemira.com/app/uploads/2020/10/Kemira_water_datasummary_US_FINAL-5f9bf7b272098.pdf  
3 Data derived from the U.S. Environmental Protection Agency Online Enforcement and Compliance History Online 
database, available at https://echo.epa.gov/. 
4 Id. 
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Water infrastructure in Pennsylvania and throughout the United States suffers from a severe 
fragmentation problem.  Consider that:  
 

• There are over 1,900 water systems in Pennsylvania (compared to 21 electric utilities, 

including rural co-ops) and over 51,000 water systems nationwide (compared to 3,200 

electric utilities); 

• Over 57% of water systems in Pennsylvania serve fewer than 500 people, compared to 

approximately 50% nationally; and 

• 92% of water systems statewide and nationally serve fewer than 10,000 people. 

Fragmentation issues manifest themselves in many ways.  For instance, smaller systems are 
notably more likely to violate the Safe Drinking Water Act - systems serving fewer than 500 
people accounted for over 65% of the violations in 2019.5   
 
Compounding the public health problem is the fact that infrastructure is expensive.  The U.S. 
Environmental Protection Agency (EPA) estimates that Pennsylvania needs to spend more than 
$16 billion over the next 20 years just to modernize its drinking water infrastructure.  
Exacerbating this is the fact that the water industry is the most capital intensive industry among 
utilities.   
 
Unfortunately, many small water systems struggle to have the capital reserves and necessary 
rate structures to pay for infrastructure upgrades. EPA data shows that only 17% of water 
systems are confident that they can cover the cost of existing service, let alone fund needed 
upgrades, through current rates and fees.   
 
Making matters worse, these systems face higher costs than their larger counterparts because 
they do not have the economies of scale or buying power to drive prices down for needed 
goods and services.  For systems of 3,300 to 10,000 residential connections, the cost per 
connection to cover capital needs can be over $4,000.  That cost of connection jumps to over 
$19,000 per customer for those very small systems that serve fewer than 100 residential 
connections.6 
 

 
5 U.S. EPA Safe Drinking Water Information System (SDWIS), Water System Violation Reports, Compliance Period 
1/1/19 to 12/31/19. 
6 Financial Impact of Regionalization at 7, John Covington of the U.S. Environmental Protection Agency Water 
Infrastructure and Resiliency Finance Center, available at https://waterfinanceconference.com/pdfs/2018-
presentations/09-covington-financial-impact-of-regionalization.pdf. 
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It was not always this way - in the years immediately following passage of the federal Safe 
Drinking Water Act, the federal government could be counted on for grants and low-cost loans 
to fund infrastructure upgrades.   However, federal spending has been reduced drastically in 
the following decades, from 63% of capital infrastructure spending for water systems in the 
1970s to just 9% in the 2010s.   
 
These factors all combine to create a serious problem for both public health and the 
environment: there is a drastic need to fund billions of dollars in infrastructure spending but 
the two sources that have historically provided necessary funding - existing rates and the 
federal government – cannot be counted on.  That means that we must become more efficient 
in how capital is deployed.   
 
Groups as diverse as the Rand Corporation, the Brookings Institute and the National Resources 
Defense Council all agree that the consolidation of water and wastewater systems drives 
health, safety and economic benefits.   
 
This is where initiatives like Section 1329, which allows fair market value to be paid for selling 
water and wastewater providers, is helping communities across Pennsylvania deal with water 
quality issues: customers receive high-quality water services provided by expert water 
providers that have been shown to be 37% less likely to have a Safe Drinking Water Act 
violation; troubled water systems receive much-needed capital investments in infrastructure; 
small and mid-size systems receive a higher value for the assets and the freedom to invest in 
other economic initiatives; and regulated utilities receive clarity and assurance that their 
investments are financially viable.   
 
We have seen time and again that ensuring high-quality water requires extraordinary amounts 
of capital investment. NAWC estimates that its ten largest members alone are collectively 
investing nearly $3.7 billion each year in their water and wastewater systems.   
 
If the COVID-19 crisis has taught us anything, it is that we have an unprecedented need for 
utilities with strong balance sheets and strong workforces.  Unfortunately, municipal finances 
are stressed more than ever as communities deal with reduced tax collections, business 
closures, and escalating health and safety costs.  This makes the tools available under Section 
1329 more important than ever.  
 

It is not surprising that nationally, the use of legislation similar to Section 1329 has increased in 
the past decade with 13 states adopting valuation mechanisms for water utility acquisitions.  
The increased interest in this legislation reflects the challenges faced by small and municipal 
water and wastewater systems caused by stringent water quality standards and the need for 
investment to replace aging infrastructure.  States are increasingly relying on this type of 
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legislation to provide an incentive to enable acquisitions that will result in improvements to 
water quality and customer service. 
 
It is important to note that sales of systems under Pennsylvania’s fair market valuation system 
are subject to several degrees of accountability, starting with local elections and finishing with 
an approval process by the independent Public Utility Commission, with input from the 
Attorney General’s office through the Office of Consumer Advocate. 
 
Ensuring continuous access to safe and reliable water at a reasonable price is one of the most 
powerful tools we as Pennsylvanians have to ensure the overall health and safety of our 
citizens.  If we let the system fragmentation in the water industry persist, customers will pay 
the price, as they have in Flint, Newark, Jackson, and so many other towns across the country.  
Pennsylvania has been at the forefront of changing the dialog on this issue by passing Section 
1329 and successfully encouraging small, struggling systems to consolidate.  It is essential that 
we recognize the value that this important legislation brings to the Commonwealth.  
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