
 

 

 

 

October 19, 2020 

Sonia Brubaker  
Office of Wastewater Management 
Water Infrastructure Division (MC4204M) 
U.S. Environmental Protection Agency 
1200 Pennsylvania Ave. NW 
Washington, DC 20460 
 
SENT VIA ELECTRONIC MAIL 

RE:  Proposed 2020 Financial Capability Assessment for Clean Water Act Obligations (EPA-HQ-
OW-2020-0426) 

Dear Ms. Brubaker, 

The American Water Works Association (AWWA) appreciates the opportunity to comment on EPA’s 
“Proposed 2020 Financial Capability Assessment for Clean Water Act Obligations.” Overall, we find that 
this guidance in a considerable improvement over the 1997 version, offering appropriate indicators in 
alternative 1 and adding alternative 2. EPA should move forward expeditiously in finalizing this guidance, 
while keeping the door open for additional adjustments and compliments in the future, such as improving 
the incorporating of drinking water costs into financial capability assessments. These comments, which 
provide a more in-depth drinking water utility perspective, are in addition to a letter that has been 
submitted jointly by AWWA and several other organizations. We hope that these comments will assist 
EPA revising this guidance and plan those future steps. 

Clear and consistent communication 

The topic of “affordability” is at the center water policy dialogues in many communities and states, as 
well as nationally.  In presenting this guidance EPA must be clear and consistent in its communication.  
This guidance and the use of individual elements of the guidance are aimed at financial capability 
assessment.  The evaluation of household-level affordability is in the context of determining if a water 
system is financially capable of undertaking investments needed to meet regulatory objectives without 
creating unwarranted financial hardship on households in the communities being served.  To-date, EPA 
has been appropriately watchful in its communications.  AWWA request continued care be taken in 
crafting and communicating the final guidance. 

EPA should use this guidance to replace past guidance  

By preparing a new document that replaces previous guidance, the chances for those using it running into 
contradictory or confusing recommendations is reduced.  It also sends a clear and specific signal to state 
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agencies, EPA regions, and regulated water systems that the updated guidance should be used moving 
forward to assure a uniform approach.  

A new replacement guidance is consistent with Agency efforts to better identify which guidance 
documents are currently in effect and formally revoke those that are not.1  EPA will be able to clearly 
demonstrate which provisions are intended to be in effect and which ones are not, benefiting EPA, the 
water systems, and all other stakeholders. 

EPA has included and should retain key improvements in this guidance over past iterations 

The following proposed provisions are strong improvements over existing guidance.  It is essential that 
EPA retain these elements in the final version: 

1. The addition of the lowest quintile residential indicator (LQRI) within alternative 1. The 
use of LQRI better describes the affordability impacts to the members of the community 
that are the most likely to feel the impact.  By definition, those households in the lowest 
quintile of income have considerably less income than the median, and therefore water-
related costs will impact their finances more strongly than those who are at or close to 
the median income level, making analysis of these impacts essential. 

2. The clear directive to consider drinking water-related costs in determining the community-
level burden. As discussed below, the costs associated with one water-related service 
necessarily impact those of others.  Depending on the specific challenges in the 
community, there may be significant financial obligations within the community related 
to drinking water, and whether or not they are completed by the same regulated entity, 
the same customers will be paying for those upgrades.  Therefore, it is essential to 
account for drinking water costs in assessing clean water act obligations. 

EPA should retain many elements from the proposal in the final guidance, with modifications 

There are many components of this proposed guidance which should accomplish their intended goals and 
for which EPA should be commended.  The following elements will assist in addressing affordability 
concerns, and should be retained in the final version: 

1. The development and suggested implementation of new metrics to inform evaluating 
affordability and regulatory requirements at a household level, including the lowest 
quintile residential indictor and poverty indicators.  By diversifying the metrics used in 
considering affordability, a more complete picture will be formed of the impacts on 
communities.  This will give EPA and the water systems more information to effectively 
mitigate and remedy affordability problems. 

2. The clear indication that both household-level affordability and community-level financial 
capability should be analyzed in all instances.  Recognizing that many communities are 
socioeconomically diverse, it is entirely plausible that many households could be 

 
1 85 FR 31978. Administrative Guidance Procedures. 28 May 2020. https://www.govinfo.gov/content/pkg/FR-2020-
05-28/pdf/2020-09353.pdf  
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adversely impacted even if the system as a whole has (or can build) the financial 
capability to complete compliance projects.  Conversely, there could be communities 
where a significant number of customers are not adversely impacted, yet due to other 
obligations and factors, the system may have financial challenges meeting all compliance 
deadlines. This can happen in a variety of situations, including when obligations under 
the Safe Drinking Water Act may be consuming a considerable portion of the 
community’s available resources. 

3. The inclusion of alternative 2 to allow the consideration of financial and rate models to 
inform the assessment of household level affordability.  By allowing this alternative, water 
systems can more precisely demonstrate affordability impacts over time during various 
scenarios, while also retaining the option to use the metrics of alternative 1 if those 
models are not available. Cash-flow forecast modeling is a practical and intuitive way to 
assess community financial capabilities. 

4. The incorporation of customer assistance programs (CAPs) in assessing the residential 
indicator, lowest quintile residential indicator, and financial and rate model analysis, in 
both the context of a cost and the context of a mechanism to mitigate household-level 
impacts. As noted in EPA’s compendium of CAPs, in the University of North Carolina’s 
assessment of legal factors around CAPs (funded jointly by AWWA and other 
organizations), there are both a wide variety of CAPs currently found at water systems 
and substantially differing legal frameworks across the states (some of which are very 
permissive of CAPs and others are very restrictive around them).2, 3  To the extent that 
CAPs can be used to address affordability concerns for some customers, the guidance 
recognizes that the costs associated with implementing those programs are usually borne 
by others in the community.  

5. The guidance appropriately incorporates the costs of infrastructure replacement and 
renewal in the context of asset management.4 

6. The guidance establishes compliance schedule benchmarks in alternative 1 while 
appropriately and intentionally making alternative 2 more flexible.  Given the wide range 
of factors that go into the development and analysis of financial and rate models, it is 
appropriate that compliance schedules be negotiated on a case-by-case basis as currently 
envisioned.   

 

 

 
2 USEPA. April 2016. Compendium of Drinking Water and Wastewater Customer Assistance Programs. 
https://www.epa.gov/sites/production/files/2016-04/documents/dw-ww_utilities_cap_combined_508.pdf  
3 University of North Carolina Environmental Finance Center. 2018. Navigating Legal Pathways to Rate-Funded 
Customer Assistance Programs. https://efc.sog.unc.edu/project/navigating-legal-pathways-rate-funded-customer-
assistance-programs  
4 USEPA. August 2020. Proposed 2020 Financial Capability Assessment Guidance, p. 31. 
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EPA should proceed expeditiously with finalizing this guidance. 

The following suggestions are provided to assist EPA in smooth deployment of the guidance.  AWWA’s 
intent is to assist in increasing the effectiveness of implementation and not to delay the issuance of the 
guidance. 

Additional clarification for the use of 2% income thresholds should be added for RI and LQRI  

EPA is proposing to include thresholds for both the RI and LQRI at 1% and 2% of household income for 
increasing the level of burden for the community. Although these values have long been used for the 
existing evaluation of RI, EPA has not provided any additional information on why these are the correct 
thresholds as opposed to other possible thresholds.  EPA is applying the same thresholds to both RI and 
LQRI, whereby definition LQRI will always be exceeded before RI. Likewise, how LQRI and RI will apply to 
systems serving a diverse set of communities (for example, if the same system serves several 
municipalities with different financial situations or has a mixture of retail and wholesale customers) is not 
clear, and EPA should clarify in implementation.  

It is not clear how these thresholds are applied in situations where more than one water service is being 
assessed.  With a threshold of 2%, if two services are being assessed would the threshold become 4%, or 
would the threshold scale in some other manner? Additional clarity on this issue will aid in 
implementation.  

Clarification on useful life of assets is needed 

In several places throughout the proposed guidance, EPA mentions that compliance schedules should not 
exceed the useful life of the community’s water infrastructure assets. In water infrastructure finance, 
similar provisions are frequently used to assure that the length of a loan does not exceed the lifetime of 
the assets that secure the loan, as the infrastructure is built at the beginning of the loan period. However, 
how this concept would apply to adjustments in compliance schedules is unclear, as adjusted compliance 
schedules would likely adjust construction and maintenance schedules, changing both the beginning and 
the end of the useful life of assets. Clarification of EPA’s intent would facilitate implementation. 

EPA should expand upon incorporation of drinking water costs in financial capability assessments 

The proposed guidance includes a clear and specific acknowledgement that costs associated with drinking 
water often impact the same rate base, impact the overall community burden, and that those costs 
require analysis to identify their impacts on household-level affordability.  The NAPA recommendations 
encourage EPA to fully consider all water costs (e.g., drinking water, stormwater, wastewater, and water 
reuse) in making decisions around all matters of financial capability assessment.  Although this change 
only partially implements these recommendations, they are a key step in the right direction and should 
be retained. 

Beyond what is currently proposed, EPA should fully integrate all water-related costs into these 
guidelines.  Many households receive not only wastewater services, but also drinking water, storm water, 
and in some cases water reuse services.  These services are inherently functionally interconnected at the 
household level and all contribute to household affordability concerns, even if they are provided by 
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different water systems.  Assuring an affordable path to regulatory compliance inherently requires 
analysis of the household level costs associated with all of these services.  

EPA should clarify household size concerns 

In the proposed guidance, EPA emphasizes the differences in typical household size across income 
groups, adjusting the expected water bills proportionally to household size. Household size is one of the 
factors that drives water costs, but it is not appropriate to assume that costs will be directly proportional 
to household size, because volumetric use constitutes only one part of most bills, and household 
members may not all use water in the same ways (for example, small children). Scaling bills by household 
size is especially challenging with respect to lower-income households that are more likely to have older 
and less efficient fixtures. EPA correctly provides water systems the opportunity to make local 
adjustments and should consider clarifications as to the role of national data in decision making during 
implementation.  Although data is currently available through the American Community Survey, it may 
not be adequate to identify household size by income at the local level. 

EPA should work collaboratively in developing fact sheets and tools on key implementation aspects 

The issuance of this guidance provides an opportunity for EPA to work with the sector to develop fact 
sheets and tools on various aspects of affordability, system financial capability assessment, and related 
issues.  Amongst these should be guides describing approaches to the following: 

1. Collecting and organizing local data to calculate the local ratio of low-income to median 
income household size5  

2. Developing and organizing rate forecast models to assess for potential rate shock6  

3. Organizing local data to assess relative to national metrics7  

AWWA and the water community can and are willing to bring a great deal of expertise to help in 
developing such resources. EPA should collaboratively engage the sector in developing these resources.  

EPA should clarify its discussions around water pricing and the CPI 

On page 14, the guidance indicates that water and wastewater expenditures have increased below the 
increase of the water and sewer consumer price index, suggesting a decline in volume used.  Although 
this does document several ongoing trends, presentation in this manner could be misleading for those 
using the guidance.  A more accurate summary would discuss that conservation successfully increased 
water use efficiency over recent years concurrent with a trend of increased water infrastructure renewal 
expenses. 

 

 

 
5 Ibid, p. 14. 
6 Ibid, p. 24. 
7 Ibid, p. 32. 
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Application of principles in proposed guidance to setting water quality standards 

AWWA agrees with EPA that the principles underpinning the proposed guidance are equally applicable to 
the setting of water quality standards, and EPA should take steps to ensure that there are similar 
revisions to guidance for those activities. 

Thank you for the opportunity to comment on this proposed guidance. If you have any questions 
regarding this correspondence or if AWWA can be of assistance in some other way, please contact me, 
Steve Via at (202) 326-6130 or svia@awwa.org, or Adam Carpenter at (202) 326-6126 or 
acarpenter@awwa.org.  

Best regards,  

 
 
G. Tracy Mehan, III 
Executive Director – Government Affairs 

 
cc: Susan Bodine 
 David Ross 
 Andrew Sawyers 

Mark Pollins 
Jennifer McLain 

 Deborah Nagle 
 Al McGartland 
 
Who is AWWA? 

The American Water Works Association (AWWA) is an international, nonprofit, scientific and educational 
society dedicated to providing total water solutions assuring the effective management of water. Founded 
in 1881, the Association is the largest organization of water supply professionals in the world. Our 
membership includes more than 4,300 utilities that supply roughly 80 percent of the nation's drinking 
water and treat almost half of the nation’s wastewater. Our 50,000-plus total membership represents the 
full spectrum of the water community: public water and wastewater systems, environmental advocates, 
scientists, academicians, and others who hold a genuine interest in water, our most important resource. 
AWWA unites the diverse water community to advance public health, safety, the economy, and the 
environment. 
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