== BAYOU CITY
=—— WATERKEEPER®

May 11, 2026

Senate Committee for Water, Agriculture and Rural Affairs
Public Hearing: Monday, May 11, 2026 at 10:00am

Room: E1.012

Cc: Jayna.Grove@senate.texas.gov

Interim Charge - Prioritizing Utility Revenue for Infrastructure Maintenance
Chairman Perry and Members of the Committee,

Bayou City Waterkeeper (“BCWK?”) appreciates the opportunity to provide public comments
regarding the prioritization of utility revenue for infrastructure maintenance. BCWK is a
water advocacy organization that works to protect the waters and communities across the
greater Houston region through law and science.

To protect the integrity of our water and wastewater systems, BCWK urges the Committee
to establish clear legislative guardrails on utility revenues being diverted to municipal
general funds contingent on: implementing performance-based transfer restrictions,
expanding "related system management" to include private lateral and affordability
programs, and capping Right-of-Way fees.

BCWK recommends the establishment of performance-based guardrails that limit
revenue transfers for any municipality currently under state or federal enforcement
actions, such as a Wastewater Consent Decree, unless the utility can certify that all
mandated infrastructure milestones are being met on or ahead of schedule. Historically, the
City of Houston has maintained a clear separation between the utility system funds and the
general fund.. This fiscal discipline is a necessity as the City navigates a $9 billion federal
Wastewater Consent Decree, a legally binding mandate to address decades of chronic
sewage overflows. To fund these critical repairs, the City has front-loaded significant rate
increases, including a recent 7.87% average hike in April 2026.

Houston is currently proposing a fundamental shift in this policy to bridge a looming
general fund deficit by tapping into the Combined Utility System (CUS) reserve balance of
around $1.2 billion, framing it as "unutilized liquidity.” This surplus of funds can more
effectively be used to fast-track water and wastewater project obligations, pay down debt,
and initiate utility assistance programs to alleviate homeowners from consistent water rate
increases. Siphoning this capital while the system still experiences thousands of sewage
overflows and water leaks annually could greatly risk infrastructure progress.

Furthermore, the legislature should define the allowable use of utility funds to include
critical repairs that directly impact utility efficiency, such as Private Sewer Lateral (PSL)
repair and financial assistance programs for low-income residents. BCWK is not



categorically opposed to the flexible use of utility revenue, provided that those funds
remain dedicated to the integrity and solvency of the water system. BCWK believes Private
Sewer Lateral programs are essential components of system-wide compliance and solvency
as broken private sewer laterals are a primary source of inflow and infiltration (I&l) that
overwhelm public treatment plants. Funding these repairs is a strategic investment that
reduces the strain on public infrastructure and prevents costly sewage overflows. Similarly,
BCWHK believes that financial assistance programs are essential to maintaining a stable
ratepayer base, as treating water affordability as a system management cost ensures the
utility remains solvent and prevents the revenue gaps that threaten long-term maintenance.

Finally, BCWK recommends the implementation of a cap on Right-of-Way fees to limit the
percentage of gross revenue that a municipality can charge its own utility. A cap s
essential for fostering long-term system resilience so municipal utilities can move from a
reactive posture to a proactive maintenance model that addresses aging pipes before they
fail. While BCWK recognizes the administrative costs of managing municipal infrastructure,
diverting these funds to the general fund will not help break the cycle of deferred
maintenance.

We ask this Committee to ensure that the hard earned dollars by ratepaying Texans remain
a dedicated investment in the safety and security of Texas water systems. Thank you for
your consideration. Please do not hesitate to contact Guadalupe Fernandez at
guadalupe@bayoucitywaterkeeper.org or Usman Mahmood at
usman@bayoucitywaterkeeper.org with any questions or concerns.
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