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Innovative rate design can unlock the economic 
and environmental benefits that can be achieved 

through water/energy conservation.

Impacts of Implementing Conservation Under 
Traditional Rate Design

• Reduced Demand = Reduced Revenue
• Most capital needs remain unchanged
• Maintenance of existing facilities and fixed costs 

(e.g., labor) remain the same
• Necessitates review of rate structure
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Aging Infrastructure Investment Remains Critical

20 Year Capital Needs
$335 BillionDrinking Water2

$331 – 453 BillionClean Water3

1. American Society of Civil Engineering: 2009 Infrastructure Report Card
2. U.S. Environmental Protection Agency’s 2007 Drinking Water Infrastructure Needs Survey and Assessment
3. 2002 USEPA Clean Water & Drinking Water Infrastructure Gap Analysis

1

The combined water and 
wastewater infrastructure 
needs over the next 20 

years approach
$1 trillion$1 trillion
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Water Use is Trending Down

Although average 
water use per 
customer is 
declining, capital 
investment per 
customer will 
continue to rise, 
leading customers to 
ask:

“Why is my water bill increasing when I am using 
less water?”

SevenStates (IN, KY, MO, NJ, PA, TN, WV)
Monthly Residential Sales Per Customer through December 2008

3,185

3,685

4,185

4,685

5,185

5,685

6,185

6,685

7,185

7,685

8,185

8,685

9,185

D
ec

-9
8

Ju
n-

99

D
ec

-9
9

Ju
n-

00

D
ec

-0
0

Ju
n-

01

D
ec

-0
1

Ju
n-

02

D
ec

-0
2

Ju
n-

03

D
ec

-0
3

Ju
n-

04

D
ec

-0
4

Ju
n-

05

D
ec

-0
5

Ju
n-

06

D
ec

-0
6

Ju
n-

07

D
ec

-0
7

Ju
n-

08

D
ec

-0
8

R
es

id
en

tia
l S

al
es

 (g
al

lo
ns

/c
us

to
m

er
/m

on
th

)

50%
55%
60%
65%
70%
75%
80%
85%
90%
95%
100%
105%
110%
115%
120%
125%
130%
135%
140%
145%
150%

Pe
rc

en
ta

ge
 o

f T
re

nd
lin

e 
at

 J
an

 1
99

9

Monthly sales 12 month running average Trendline - 12 Mo RA

Note: July data points in light blue
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Elements of An Effective Rate Design

• Sustainable – produces revenues that cover the full cost of 
providing service

• Transparent – allows customers to make informed decisions 
about water use

• Emphasizes Value
- Reliable, high quality service
- Resource allocation and sustainability



6

How do we Advance an Effective Rate Design Concept?

• Common Issues
• Investor-owned water utilities

 Accrual accounting
 Full cost pricing

• Government-owned water utilities
 Cash needs accounting
 Non-utility sources of funds
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What Can We Do Now?

• Major tariff redesign will take time and study

• However, some short-term actions could be:
 Remove residential volume water use discounts
 Install water meters at all customer connections
 Conduct water audits and leak detection surveys as part of 

comprehensive planning for infrastructure renewal
 Expand public education and communication about water conservation 

and the value of reliable water and wastewater service 
(American Water Works Association and U.S. EPA WaterSense 
Program are resources)
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Before the Wells Run Dry We Must:

• Establish the true cost of water service
 Proper price signals will result in prudent choices

• Reflect the cost of supply depletion so alternatives such as 
water reuse can be properly compared

• Vastly increase our public education and communication 
programs
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THANK YOU


