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What is CUB? 
 
The Citizens’ Utility Board of Oregon (CUB) was created in November, 1984 when Oregon voters 
adopted Ballot Measure 3 because they wanted a consumer advocate in utility ratemaking. Historically, 
CUB’s focus has been looking out for “little guy” residential customers of private telephone and energy 
utilities regulated by the Oregon Public Utility Commission. Over the last thirty years CUB has saved 
ratepayers more than $5.8 billion in rate refunds, rebates, and reductions.  
 
CUB advocates for a fair and equitable approach to ratemaking that keeps utilities viable while protecting 
the interests of individual ratepayers. CUB also recognizes the interaction between energy production and 
the environment, and has been a leader in legislative advocacy for renewable energy, conservation, and 
other efforts to address climate change. CUB is a membership-based organization and our funding comes 
from our work in private utility rate cases, grants, and individual members.  
 
Water and Wastewater Utility Basics 
 
Portland, like many local governments, provides water, sewer, and stormwater management services 
through municipal utilities. Across the country, these utility costs have been steadily increasing for 
several decades at rates higher than the growth of most other economic sectors. Major factors include 
maintaining, replacing, and updating aging infrastructure such as plants and pipes.  
 
In many communities, including Portland, cost increases are also linked to environmental rules and 
meeting the goal of cleaner rivers by ending the historic practice of combined sewer pipes that carry both 
stormwater (drainage from yards, roofs, streets, and parking lots) and sewage (what goes down sinks and 
toilets). The content of sewer pipes and storm drains goes to treatment plants, but when it rains hard 
(which occurs frequently in Portland), the system is overloaded and untreated sewage goes into surface 
waters in what are called combined sewage overflows or CSOs. The Big Pipe is the Portland project that 
addresses this danger to public health by cleaning up the Willamette River and other public waterways.  
 
Approximately one-third of each combined water and wastewater utility bill is for Portland Water Bureau 
(PWB) and two-thirds for stormwater management and sewer services provided by the Bureau of 
Environmental Services (BES). Replacing aging sewer and water pipes and other infrastructure as well as 
environmental compliance will contribute to continued upward pressure on rates. 
 
Portland Utility Rate Concerns 
 
Heightened scrutiny of cost increases in Portland is underway due to some high profile examples of 
ratepayer money paying for projects beyond the scope of providing water and sewer services. The 
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Portland City Auditor identified 8 expenses not directly related to water and wastewater utilities and 
further noted that several of these projects did not go through all of the steps in the city’s full budgeting  
process. However, the most significant factor in recent increases of Portland utility bills has been the Big 
Pipe project to improve public health by reducing combined sewage overflows.  
 
Litigation has also raised questions about using ratepayer funds for projects beyond the basic mission of 
providing water and wastewater services. An initial ruling on an environmental project, for example, has 
found that spending sewer funds to help acquire River View Cemetery property complies with the city 
charter due to its role in providing natural storm drainage. Assessing future use of ratepayer funds for 
similar green infrastructure would be helped by improving options on how to evaluate their cost-
effectiveness as well as a discussion of the environmental values of Portlanders. Interpreting the intent of 
the city charter on the use of utility rate resources will continue to be a challenge, but the judge’s first 
ruling is a valuable first step and can inform any future proposals related to the structure of Portland’s 
utilities. 
 
New Role for CUB 
 
Early in 2014 the Portland City Council adopted a resolution that designated CUB as the residential 
ratepayer advocate for customers of water and wastewater utilities. CUB does not report to the City 
Council, but will provide independent analysis and advocacy on behalf of residential ratepayers. CUB 
does not receive any funding from the city for its analysis and advocacy of water and wastewater services 
and rates. CUB will fund this work by increasing its membership through inserts in Portland’s water and 
sewer bills and other membership development efforts.  
 
Questions to Ask About Proposals to Change Utility Structure  
 
CUB is focusing on educating Portlanders about their water and wastewater utilities as well as advocating 
for their interests. We are developing questions and observations to help voters assess Measure 26-156 
and we will be neutral on this measure. Our goal is to provide questions and information that can be used 
to evaluate that measure and any other proposal to change the current structure of these city utilities. For 
example, the Portland Business Alliance and City Club of Portland have proposed new structures when 
developing their positions of neutrality and opposition, respectively, to Measure 26-156.   
 
As noted above, the overall context for these questions is CUB’s focus on protecting residential 
ratepayers. However, CUB takes a system-wide approach and realizes that residential rates are affected by 
wholesale water customers as well as commercial, institutional, and industrial users of Portland water and 
wastewater services. Synergistic benefits for the environment and ratepayers are also a priority for CUB. 
CUB takes a least cost/least risk approach. Least cost does not mean “no cost” - not spending money is 
not prudent when it inappropriately increases risk.  Not spending money on sewer and water pipe 
improvements, for example, would be very risky because reactive steps, such as fixing leaks and 
sinkholes in streets after a break are more expensive and disruptive to public health, traffic flow, and the 
homes and businesses whose water or sewer service is stopped without any warning. Least cost/least risk 
is a particularly important approach to assessing new construction and other capital improvement projects. 
 
To recap: a core concern of the following discussion is what do ratepayers need to know so they can tell 
whether they’d be better off, or not, under a new proposal? 
 
1) Does the structure of a utility affect rates? 
Water, sewer, and stormwater management services across the country are provided by a mix of 
government agencies with rate setting done by a city or other governmental council and independent 
organizations whose rates are set by elected boards focused solely on utility services. There are also 
utility boards whose members are appointed by mayors and city councils. In each of these organizational  
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categories, there are utilities with high rates and utilities with low rates - indicating that the structure of a 
utility is not a primary factor in rates charged to customers. This raises the question of whether or not 
proposals that focus on structural changes are best suited to address concerns about Portland water and 
wastewater utility rates.  
 
A June 2011 Sewer/Stormwater/Water Rate Approval Process report∗ identified as quite atypical 
compared to other utility government bodies, the option for a Portland Commissioner-in-charge to 
unilaterally amend the final budget. It should be noted, however, that budget approval requires votes from 
three council members. This Portland specific dynamic is presumably contributing to proposals to re-
structure the city’s utilities, particularly since changing the commission form of government has been 
repeatedly voted down by Portlanders.  
 
CUB is not inherently opposed to a change in utility structure, but a structural reform and change in who 
is making budgeting and rate setting decisions does not change CUB’s view on the need for vigorous 
analysis of these procedures and how they affect the pocketbooks of Portlanders. 
 
2) Recognize the challenges of making valid comparisons of utility rates with other jurisdictions. 
A survey of water and wastewater rates in the country’s 50 largest cities indicates that Portland ranks 
seventh highest for the combined rate paid by typical residential customers. Caution about undue reliance 
on these comparisons however, is warranted. A frequently cited comparison is that Phoenix has lower 
water rates than Portland. Analysis of this claim, however, reveals a more complicated story. Just 
focusing on rates misses the fact that Phoenix residents also pay for their water in the form of an 
underground water storage tax and a property tax dedicated to paying off $1.68 billion to the federal 
government for its construction of the Central Arizona Project, a significant source of Phoenix’s water. 
That repayment only started at the end of the 20 year construction project and is occurring on a 50 year 
schedule. This was a great deal from the federal government and is in sharp contrast to costs of 
developing Portland’s utility services. It could be that adding property taxes for water related services to 
Phoenix rates still costs average residents in that city less than water rates charged to Portlanders. This 
example, however, illustrates that it is challenging to make valid comparisons of utility rates without 
considering other costs and all aspects of different utility systems. 
 
Regarding sewer and stormwater management rates, comparisons to Portland rates are best made to cities 
that have also been required to protect public waterways by ending combined sewer overflows. For 
example, since growth in Phoenix occurred later than in Portland they have separate sewer and 
stormwater lines so combined sewer overflows are not an issue there. 
 
Portland rates are high, but our city is not an outlier in terms of the upward trend of utility rates.  For 
example, in the last decade the average customer costs for utility services in the 50 largest cities have 
been steadily increasing at rates comparable to the rate of increase in Portland. At Eugene Water and 
Electric Board (EWEB) whose structure is cited by Measure 26-156 as a model, water rates have 
increased annually from 2006 through 2013 with jumps that ranged from 5 to 20 percent. The rates at 
EWEB are lower than Portland, but the trend of increasing rates is still occurring even as their structure is 
evidently being used as the basis for a proposed option for Portland. 
	  
	  
	  

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
∗	  The Public Utility Review Board identified the need for this report, frequently called the RedOak report, and the 
City Council directed the PWB and BES to pay for this independent review of best practices in rate setting 
procedures.	  



4 
	  

3) Is the budgeting and rate setting process in a new utility structure more beneficial to ratepayers? Is 
public oversight included with adequate analytical staff support? 

The PWB and BES, like other city departments, develop their budgets with input from Budget Advisory 
Committees (BACs) that meet for four months each year. The Portland Utility Review Board (PURB) is 
an ongoing stakeholder group with nine members, appointed by the Mayor and confirmed by the City 
Council, who represent different geographic part of the city and sectors and is charged with reviewing 
utility financial plans and rates. PURB members also serve as non-voting members on PWB and BES 
budget advisory committees. Concerns have been raised about the effectiveness of these public advisory 
procedures including the challenge of recruiting members with budgeting and rate setting expertise, 
especially because staff support provided by city staff to the PURB evidently includes no assistance with 
analytical concerns. 
 
The June 2011 report, Sewer/Stormwater/Water Rate Approval Process, highlighted that the PURB has 
early involvement in the budgeting and rate setting process, but is not consulted or involved when the 
Commissioner-in-charge and Mayor are making their critical budget decisions. Findings in this report 
indicate that there is room for improvement in current budgeting and rate setting procedures that could 
benefit ratepayers. One question to consider is whether not a fix to the status quo is more prudent than a 
whole new utility structure? Even if a new structural change is deemed necessary, it should be 
accompanied by informed public input into any new budget and rate setting procedures. 
 
4) Are asset management and review of capital improvement projects in a new utility structure more 

beneficial to ratepayers?  
Prudent management of the city’s significant water and wastewater system assets and review of capital 
improvement projects (CIPs) is where the “big money” is, and will likely provide the best prospects for 
least cost/least risk review to identify opportunities to rein in costs to the benefit of ratepayers. Some 
question the effectiveness of Budget Advisory Committees that only meet for four months to assess CIPs. 
Because the PURB is an ongoing group they may be better suited to provide input on capital projects, but 
they must receive more analytical staff support to play this role. CUB is also focused on detailed 
assessment of capital expenditures. As in the discussion above, the question is whether or not a fix to the 
status quo is more prudent than a whole new utility structure. And if a structural change is necessary it 
must include effective assessment management and capital improvement review procedures and 
analytical staff support for an effective public review process. 
 
5) Can water rights and billions of dollars in assets be transferred?  
Water rights were awarded to the City of Portland by the state legislature. The Water Bureau has assets 
that would cost $7.6 billion to replace while replacement of BES assets would cost $12.5 billion. The 
value of these assets is raising legal concerns about a new utility structure. For example, can these assets 
be transferred to a public water district that proponents of Measure 26-156 characterize as being a 
subagency of the City of Portland?  
 
The Eugene Water and Electric Board (EWEB) is cited as a model for this approach and there are grounds 
for this comparison. However, EWEB is required to make an annual report to the Eugene City Council 
and the historical origins of EWEB are quite different. EWEB was created a century ago after Eugene 
purchased the waterworks of a private company which was linked to Oregon’s worst typhoid epidemic. 
City of Eugene leaders at that time decided to form an independent utility district that managed this initial 
asset and added the organizational capacity needed to provide water services.  
 
The Eugene history was a very different asset transfer than is being contemplated in Measure 26-156 and 
it should be no surprise that legal concerns are being raised. A concern for ratepayers is that legal 
uncertainties can increase costs.  
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6) Does a new utility structure retain the investment made in training certified staff? 
Many “hands on” operations and maintenance staff in PWB and BES must have, as applicable, water 
distribution and water treatment certifications. Meeting these requirements are challenging, and having 
certified workers is essential to meet public health safeguards such as protecting against contamination of 
clean water supplies. Maintaining certifications is an ongoing process and requires continuing education. 
Key training, however, is obtained on the job so having a work force with the required certifications 
reflects an important investment on the part of these utilities.  
 
The questions raised above about transfer of assets are also being raised about transferring employees 
with disagreement on this point between opponents and supporters of Measure 26-156. From a 
ratepayers’ perspective the possibility of labor disputes are troubling due to the cost of litigation and 
uncertainty about retaining certified workers. In general, any new utility structure should recognize the 
importance of staff training and meeting all public health certification requirements. 
 
7) Does a new utility structure protect the bond or credit ratings of the City of Portland? 
Bonds are typically sold to raise money for major construction or capital improvement projects, such as 
the dams built in the last century in the Bull Run watershed and the Big Pipe that protects the Willamette 
River from overflows when the wastewater system is overloaded during heavy rain. A city’s bond rating 
is like your personal credit rating. When a city’s credit rating is good, it is easier to sell bonds at rates and 
repayment terms that, in turn, benefits ratepayers. The PWB’s Aaa rating is better than most water 
utilities and the highest available from Moody’s Investor Services. The BES’ Moody’s rating of Aa3/AA- 
is typical for sewer utilities.   
 
Both the Portland Business Alliance and City Club of Portland cite grave concerns about Measure 26-156 
giving the proposed public water board the ability to require the City of Portland to issue bonds without 
also giving them the authority to vet that process and set repayment rates. Though proponents disagree 
with these findings, it does seem that even the perception of a problem could affect the overall credit 
rating of the City of Portland to the detriment of utility ratepayers and the city’s ability to sell bonds for 
other types of infrastructure improvements.  
 
EWEB, cited as a model for Measure 26-156, can issue bonds and it has an AA bond rating. However, the 
City of Eugene must be consulted by EWEB before issuing bonds. The city can say three things: 1) yes, 
and no public vote is needed, 2) yes, but there should be a public vote, or 3) no, and there is not an option 
for EWEB to override the Eugene City Council’s decision.  
 
8) Does a new utility structure recognize the value of both governmental and financial auditing? 
The City Auditor conducts governmental auditing and plays an important oversight role in review of all 
city departments in terms of management and whether the goals of a city program are being met.  
Oversight of a new utility structure by the City Auditor is recommended.  
 
This does not replace the parallel need for independent financial auditing oversight. The City Council 
mandates an independent financial audit for all city departments including the utility agencies, by hiring 
an external auditor who reviews all of the books every year. This practice should continue under any new 
structure. 
 
9) Are the following questions about elections considered in design of a new utility structure? 
• Should elections occur in odd years as would occur frequently if three-year terms are selected for any 

new board? Portland elections are regularly held in May and November of even numbered years and 
paid for by Multnomah County Elections Division. The costs of any election held in an odd year are 
paid for by the jurisdiction requesting what is considered a special election. This unnecessarily 
increases costs. Turnout for atypically timed elections with only utility board candidates on the ballot 
would likely be low and more vulnerable to being dominated by messages paid for by major 
campaign contributors. 
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• Have the pros and cons of geographic districts versus at-large been weighed? Has there been 
consideration of a combining these two approaches so there is a balance of localized interests and 
city-wide considerations? If geographic districts are used all Portland residents should be included. 

• Are rules about candidate qualifications established in a way that will attract the most qualified 
candidates that will work in the best interests of ratepayers? If eligible candidates must meet 
restrictive requirements will the goal of reducing conflicts of interest be met or are eligibility 
restrictions so strict that they limit people with real expertise from running for a new office? 

 
10) Does a new utility structure affect confidence of wholesale customers? 
Typically about 42 percent of the water sold by the PWB is to wholesale customers, which are primarily 
other cities and water districts. For example, the City of Gresham first purchased Bull Run water in 1912. 
Reductions in the number of wholesale customers affects retail rates because those customers would be 
covering a greater share of the fixed costs of operating and maintaining water services. Loss of wholesale 
customers is already a concern and uncertainty about the operation of a new utility structure could affect 
the confidence of wholesale customers to the detriment of residential and other retail ratepayers.  
 
Values and Water and Wastewater Services  
The current discussion about what constitutes appropriate use of utility ratepayer money is a good thing. 
While Portland may not be an outlier in terms of the national trend of utility rate increases, that does not 
change the fact that rates are high with a real impact on Portlanders. Setting clearer spending priorities is 
essential because there are already significant challenges in meeting the costs of environmental 
compliance and making infrastructure improvements.   
 
Just as important as the amount of money Portlanders spend on water and sewer services is the need to 
ensure that Portlanders receive good, long-term value from the investments made in rates. Money spent 
today should pay dividends for years to come and should protect public health and the environment. The 
public debate about what Portlanders value about their water supply and how sewage and stormwater 
management systems protect health and waterways is of critical importance. Implementation of any utility 
structure proposals should be informed by the values revealed in these discussions. CUB will question 
spending and push for information and transparency so that Portland ratepayers understand what their 
money is buying and why. 


