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Water utility 
governance and 
oversight



EPA’s drinking water system classification

4

● A public drinking water system provides water for human consumption 
through pipes or other constructed conveyances to at least 15 service 
connections or serves an average of at least 25 people for at least 60 days a 
year. 

● System type
○ Community Water Systems supply water 

to the same population year-round.

○ Non-Transient Non-Community Water 
Systems regularly supply water to at least 
25 of the same people at least six months 
per year 

○ Transient Non-Community Water System
provide water in a place where people are 
not present for long periods of time

System size
● Very Small: 25–500 people

● Small: 501–3,300 people

● Medium: 3,301–10,000 people

● Large: 10,001–100,000 people
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According to EPA, there are around 148,000 water systems in one of the above categories; 16,000 publicly owned wastewater treatment systems
Non-Transient Non-Community Water System schools, factories, office buildings, and hospitals which have their own water systems.
Transient Non-Community Water System (TNCWS): gas station or campground 
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3627915
In addition to these classifications, 3 water source types: surface water, groundwater,  reused water





Water utility governance

4

● The vast majority of the nation’s public 
water systems are governmentally-
owned. 

● Cities, counties, villages, districts, etc. are 
the shareholders.

● Some utilities, regardless of ownership 
type, own and operate multiple systems.

● Stormwater is typically managed by 
either a municipal wastewater utility or 
public works department.

Source: University of North Carolina Environmental Finance Center, 
“Public vs Private: A National Overview of Water Systems,” The 
Environmental Finance Blog, October 19, 2016.

Source: gao-21-291
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A public water system may be publicly or privately owned.

Governmentally-owned water utilities are monopolies too.
There are differences between governmental and regulatory accounting.
https://www.gao.gov/products/gao-21-291
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Who’s making decisions about my water service?

Governmentally-owned utilities
● City council, town board, other elected body
● Utility board
● Regional authority
● Several of the above

Privately-owned utilities
● Board of directors/owners

○ Investor-owned entity
○ Developer-owned 
○ Manufactured housing
○ Coop, neighborhood association, etc.
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What are those decision makers discussing?

Rate-setting
● Revenue requirement
● Cost allocation
● Rate design

Performance 
● Regulatory compliance
● Emerging issues
● Consumer protections
● Level of service 
● Financial stability
● Risks and opportunities

Investments & Operations
● Construction projects and 

associated funding/finance
● Operational changes
● Organizational changes
● New programs



Utility accountability: Ensuring 
public health, safety, and welfare

● Federal Clean Water Act (CWA)
○ Establishes structure for regulating: 

discharges of pollutants into waters 
of the US.

○ Establishes quality standards for 
surface waters.

○ Applies to industrial, municipal, and 
other pollutant discharges. 

● Federal Safe Drinking Water Act (SDWA)
○ Identifies and specifies limits for 

primary contaminants that may 
adversely impact public health and 
secondary contaminants that may 
adversely affect the odor or 
appearance of water and lead a 
substantial number of customers to 
discontinue its use,

○ Applies to all public water systems
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EPA explains that “both pieces of legislation cover water quality, purity, and safety; they are really different solutions for different problems.” 

“The CWA is an environmental protection agency that limits pollution from point sources, reducing the impact of pollutants that are discharged from places like factories and sewage treatment facilities. The SDWA, on the other hand, primarily exists to protect drinking water supplies. It protects groundwater from various pollutants regardless of their source. The CWA is administered by the EPA, a federal agency. The SDWA spreads out power between federal, state, and local agencies.”

EPA establishes standards; states may assume primacy
EPA oversees states’ implementation

ECHO: https://echo.epa.gov/
SDWIS: https://sdwis.epa.gov/ords/sfdw_pub/r/sfdw/sdwis_fed_reports_public/200




● Created under the Safe Drinking Water 
Act (SDWA) Amendments of 1996.

● States must:
○ Have a program to ensure all new 

systems demonstrate TMF with 
respect to national primary 
drinking water regulations.

○ Have a strategy to assist public 
drinking water systems in acquiring 
and maintaining TMF.

○ Consider TMF when providing loans 
from the Safe Drinking Water 
Revolving Loan Program.

EPA’s Capacity Development Program



Source: https://www.canr.msu.edu/michiganpolicyguide/uploads/files/11-21%20waterecon%20beecher%20final.pdf

Utility accountability: Economic regulation
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The Commission regulates electric, natural gas, 
telecommunications and water utilities to ensure that Maine 
consumers enjoy safe, adequate and reliable services at rates 
that are just and reasonable for both consumers and utilities.

The Indiana Utility Regulatory Commission (Commission) is an 
administrative agency that hears evidence in cases filed 
before it and makes decisions based on the evidence 
presented in those cases. An advocate of neither the public 
nor the utilities, the Commission is required by state statute 
to make decisions in the public interest to ensure the utilities 
provide safe and reliable service at just and reasonable rates.

The Commission also serves as a resource to the legislature, 
executive branch, state agencies, and the public by providing 
information regarding Indiana’s utilities and the regulatory 
process. In addition, Commission members and staff are 
actively involved with regional, national, and federal 
organizations regarding utility issues affecting Indiana.

The purpose of the Public Service Commission is 
to ensure fair and prompt regulation of public 
utilities; to provide for adequate, economical and 
reliable utility services throughout the state; and 
to appraise and balance the interests of current 
and future utility service customers with the 
general interest of the state's economy and the 
interests of the utilities.
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Rate-setting basics



Rate-setting: Three steps



The revenue requirement: What’s in my rates?
Annual revenue requirement for most governmentally owned utilities = 

DS + O&M + PILOT (sometimes) + reserve (sometimes)

Annual revenue requirement for most privately owned utilities =

r(RB) + O&M + D + T

Where:
DS =   Debt service requirments
O&M =   Operation and maintenance expense
PILOT =   Payment in Lieu of Taxes
r =   Authorized rate of return
RB =   Rate base consisting of the original cost of utility plant in service minus accumulated 

depreciation and adjustments
D =   Depreciation expense
T =   Taxes
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AWWA M1 Manual, NARUC rate Accounting and Ratemaking course materials, Institute of Public Utilities at MSU
Because utility industry is v capital intensive, and the water industry exceptionally so, biggest driver of rates is decisions made about a utility’s projects. 
Good and necessary projects and programs help community address its needs and goals, can reduce operating costs
But they still cost >$0 and thus roll into rates unless there’s offsetting, non-utility revenue




Rate-setting principles
● AWWA and WEF

○ Global nonprofit technical and 
educational organizations.

○ Diverse memberships of utility 
managers, scientists, engineers, 
finance professionals, regulators, 
academics, operators, and other 
professional of water supply 
professionals in the world.

○ Provide education, advocacy, 
knowledge sharing, business 
opportunities.

○ Create volunteer opportunities.
○ Committees responsible for updating 

manuals of practice.
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AWWA Policy Statement on Financing, 
Accounting, and Rates*
1. Do not implement any policy or practice that compromises the long-term financial 

integrity of the utility or its ability to provide safe, high quality, and reliable service to 
customers.

2. Adopt a Uniform System of Accounts following procedures outlined by the industry and in 
compliance with regulatory, legislative, and judicial requirements. Adopt robust internal 
controls and management controls to guide and strategically align decisions and resources.

3. Collect sufficient revenues to finance all operating/maintenance expenses and capital costs.

4. Rates should be based on cost and avoid subsidizing customers. Non-cost of service rate-
setting practices that achieve affordability objectives may be appropriate in some situations.

11*Source: https://www.awwa.org/Policy-Advocacy/AWWA-Policy-Statements/Financing-Accounting-and-Rates
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http://www.awwa.org/Policy-Advocacy/AWWA-Policy-Statements/Financing-Accounting-and-Rates
http://www.awwa.org/Policy-Advocacy/AWWA-Policy-Statements/Financing-Accounting-and-Rates
http://www.awwa.org/Policy-Advocacy/AWWA-Policy-Statements/Financing-Accounting-and-Rates


5. Utilities should provide information annually about the utility’s financial condition and 
the revenues necessary to provide service and maintain utility assets on a sustained basis.

6. Maintain accounts separate from other governmental or owning entity operations. Do  
not divert revenues for non-utility purposes. Reasonable taxes, payments in lieu of taxes, 
and payments for services rendered to the utility by a local government or other divisions 
of the owning entity may be included in the utility’s revenue requirements after taking 
into account the contribution for fire protection and other services furnished by the 
utility to the local government or to other divisions of the owning entity.

12*Source://www.awwa.org/Policy-Advocacy/AWWA-Policy-Statements/Financing-Accounting-and- Rates

AWWA Policy Statement on Financing, 
Accounting, and Rates, cont.

http://www.awwa.org/Policy-Advocacy/AWWA-Policy-Statements/Financing-Accounting-and-


“Adopt a Uniform System of Accounts” - AWWA

Account 342 Distribution Reservoirs and Standpipes: 
“This account shall include the cost of reservoirs, tanks, 
standpipes, and appurtenances used in storing water 
for distribution. “

• Bridges and culverts

• Clearing land

• Dams

• Embankments

• Fences

• Foundations

• Gates and gate houses

• Landscaping

• Lighting systems

• Piping system within 
reservoirs

• Retaining walls

• Roads and paths

• Rust-proofing apparatus

• Spillways and channels

• Standpipes

• Tanks

• Towers

• Valves and appurtenances

• Valve vaults and houses

• Water level control 
apparatus



“Collect sufficient 
revenues to finance all 
operating/maintenance 
expenses and capital 
costs.”  - AWWA
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https://blogs.worldbank.org/en/water/money-nothing-lack-revenue-real-impediment-financing-water

https://efc.web.unc.edu/2017/03/02/raising-rates/




May need to increase frequency of rate cases 
to recover prudently incurred costs. 

15Source: “Defining a Resilient Business Model for Water Utilities,” Water Research Foundation

Some options
- Rate phase-ins
- Abbreviated 

process to allow 
for smaller, 
inflationary 
adjustments 



Example: Rate case options

Conventional Rate Case

• Revisit cost allocation, rate 
design, billing frequency, other 
tariffs

• Recover construction or 
extraordinary O&M expenses 
on timely basis

• Typically requires a hearing

• Takes longer to process

Simplified/Inflationary Adjustment

• Keeps existing cost allocation, rate 
design, billing frequency, other 
tariffs

• Allows financially healthy utility 
to keep pace with inflation

• Short, simple application

• Shorter processing times

• Hearing required?



Financially distressed utilities
• Some states have legislation or programs to identify financially 

distressed utilities and specify corrective actions
- Through public utility commission
- Through state primacy agency 
- Through other state agency (local government commission, state 

comptroller’s office, etc.)

18
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Wisconsin’s Financial Outreach Program
Data Screen + Auditor Review
Fewer than 90 days’ cash on hand, AND
Two consecutive years of operating losses, AND
No rate case within last year
Commission may open investigation into whether utility’s rates are reasonable




“Rates should be based on cost and avoid 
subsidizing customers.” - AWWA

Customer classes
• Residential – Single Family
• Residential – Multifamily
• Commercial
• Industrial
• Public Authority
• Irrigation (high peak demands)
• Wholesale
• Raw Water (excludes treatment costs)
• Individual Customer – typically a large industrial customer 

with either very high or very low peak demands
20



Cost allocation under base-extra capacity method

Allocate Costs to Functional Components

21

Identify Costs by Functional Category
Supply – Treatment – Pumping – Storage – Transmission & 

Distribution Meters & Services – Fire Protection - Billing

Joint Costs

Allocate Costs to Customer Classes
Residential – Commercial – Industrial – Public 

Authority Wholesale – Multifamily – Fire 
Protection

Sp
ec

ifi
c 

C
os

ts

Base (Avg. Day) – Extra Capacity (Max Day) – Extra Capacity 
(Max Hour) Fire Protection – Customer/Billing

Extra Capacity Ratios Applied

Based on 
USOA

System Demand Ratios Applied
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Cost of service standards include:
Group customers with similar usage characteristics (extra capacity, or peaking factors) together.
Allocate costs to customer classes proportionate to their demand on the system.




Customer cost allocation: customer demand ratios

25

Max Day Current 
Case

Past Case Average

Res 1.60 1.77 1.60
MF Res 1.40 1.66 NA
Com 1.74 1.82 1.30
Ind 1.66 1.73 0.80
PA 1.83 2.38 1.30

Max Hour Current 
Case

Past Case Average

Res 1.97 2.20 3.80
MF Res 1.33 2.24 NA
Com 1.91 1.77 3.40
Ind 1.34 1.93 1.60
PA 2.36 4.28 3.50

Non-Coincident/
Coincident Ratio

Preferred Range

Max Day 0.93 1.1 1.4
Max Hour 1.08 1.4 1.7

• How/when do different 
customer classes use the water 
system? How do their 
respective use profiles impact 
the operations and capital 
investments of various system 
components?

• Intended to ensure costs are 
allocated based on relative 
burdens classes place on 
system. This is sometimes 
referred to as equity between 
customer classes.

• Helps inform development of 
customer class-based rates.



26
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Example of customer class-based rates: Customer’s  
burden on system is low compared w/other classes

24

Extra Capacity Ratios
Customer Class Max Day Max Hour

Residential 2.50 5.45

Multifamily 2.25 5.00

Commercial 1.75 4.00

Industrial 1.15 2.50

Public Authority 1.75 4.00

Ace Ethanol, LLC 0.425 0.791
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Example of customer class-based rates: Customer’s  
burden on system is high compared w/other classes



“Provide information annually about the utility’s 
financial condition and the revenues necessary 
to provide service and maintain utility assets on 
a sustained basis.” - AWWA

29



30

“Do not divert revenues for unrelated purposes.”  - AWWA
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Water rate policy considerations



Addressing challenges 
in the water sector



Decision makers are talking about:

Rate-setting
● Revenue requirement
● Cost allocation
● Rate design

Performance 
● Regulatory compliance
● Emerging issues
● Consumer protections
● Level of service 
● Financial stability
● Risks and opportunities

Investments & Operations
● Construction projects and 

associated funding/finance
● Operational changes
● Organizational changes
● New programs



Infrastructure replacement

• By 2019,utilities were replacing between 1% 
and 4.8% of their pipelines per year

• Nearly half of water utilities report 
declining or flat total water sales in the 
past 10 years. Water use dropped 3% from 
2010 to 2015, despite a 4% increase in the 
nation’s total population.

• The federal government’s share of capital 
spending in the water sector fell from 63% in 
1977 to 9% of total capital spending in 2017.

○ The American Rescue Plan Act (ARPA) 
and the Bipartisan Infrastructure Law 
(BIL) have infused new federal water 
investment dollars.

34

Presenter
Presentation Notes
According to an NLC analysis of State of City addresses, mayors’ top focus for the third straight year are the nation’s road, bridges and water systems. Finances and public safety followed closely behind.

Water service is extremely location- specific. What is the basis for an individual utility’s infrastructure investment decisions?




Source: https://www.bv.com/resources/black-and-veatch-2024-50-largest-cities-water-and-wastewater-survey-report/?utm_source=email&utm_medium=eloqua&utm_campaign=24-wastewater-rate-
report&utm_content=24-wastewater-report-launch-em-download
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Based on B&V survey of 50 largest utilities across the country
:https://www.bv.com/resources/black-and-veatch-2024-50-largest-cities-water-and-wastewater-survey-report/?utm_source=email&utm_medium=eloqua&utm_campaign=24-wastewater-rate-report&utm_content=24-wastewater-report-launch-em-download
Vertically integrated industry:
water utilities support $6.43 of net capital assets for every $1 of operating revenues 
 Sewer utilities support 24% more at $7.93, and all surveyed utilities average $7.06 of net capital assets/operating revenues

On average, water utilities fund about 43% of capital via debt. Sewer utilities have a lower level of debt financing at 38%, and the surveyed utilities group is approximately 45% leveraged. 



The opportunity

● There’s a lot of money ($$$) on the 
table! - $43 billion through the 
Bipartisan Infrastructure Law (BIL). 

● Opportunity to direct more funding 
towards low-income and other dis- and 
under-invested communities.

● Funds flow through state SRF programs
○ Loans at below-market or zero-

interest rates
○ Additional subsidies in the form of  

grants and principal forgiveness
○ Refinancing existing debt obligations
○ Guarantee or purchase insurance for 

local debt obligations

36
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SRFs largest federal source of funds for water projects. USDA RD, CDBG, ARPA, state grants too
Between FY2017 and FY2021, annual appropriations acts have provided an average of $1.1 billion in DWSRF appropriations per fiscal year, and an average of $1.6 billion in CWSRF appropriations per fiscal year.  
There is now roughly 4x the amount historically available 
Other funds: WIFIA,  the Coronavirus Aid, Relief and Economic Security Act; and ARPA  but competition for limited dollars is very stiff, application times are lengthy, and receipt of funding dollars is not immediate.



Source: https://www.gao.gov/products/gao-21-291
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Many water systems need assistance accessing 
public funds for water infrastructure
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https://www.policyinnovation.org/publications/water-systems-in-southeastern-pennsylvania-face-challenges-in-accessing-public-funds-for-infrastructure
Key findings:
While it is generally considered a positive thing that there are multiple sources of water infrastructure funds in Pennsylvania, many systems find it difficult to identify the right funding program for their needs.
Systems’ lack of staff capacity and technical expertise, coupled with complex and extensive rules and requirements, make it very difficult and time consuming to prepare successful funding applications.
For resource-constrained systems, even if grants or principal forgiveness were available, the application process was either too difficult to navigate, or interviewees believed that better-resourced systems would out-compete them for available funds.  
There are hurdles in managing and closing out an award too. 
Due to limited staffing and difficulty in identifying the appropriate forums and tools for engaging residents, it can be difficult for systems to prioritize community outreach.
Systems are concerned about impacts from climate change and how to make water infrastructure more resilient, as well as the growing costs to treat emerging contaminants.  
Systems would benefit from assistance in several areas.




Alternative infrastructure 
replacement financing mechanisms

• Allow for rate increases outside a 
general rate proceeding for non-
revenue producing investments 

• May include limits on the amount of 
incremental revenues that can be 
collected and true-up mechanisms

• Other alternatives:
○ Other riders and trackers
○ Future test years
○ Multi-year rates
○ Construction Work in Progress
○ Decoupling/revenue stabilization
○ Formula Rates
○ Earnings sharing
○ Performance-based ratemaking 39

See: https://pubs.naruc.org/pub/FA86A4CE-0F06-7899-27F8-D923A23EEAE4
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https://pubs.naruc.org/pub/7B2FB17C-CF7A-CAA6-CF94-7813F0C43C27

First implemented in Pennsylvania in 1996 as the result of multi-stakeholder collaboration
Arguments for: Facilitates acceleration of  infrastructure remediation, enables utilities to recover infrastructure remediation costs on quarterly basis rather than waiting until the next rate case,  Improves PFP, reduces water loss, helps to mitigate rate shock, coordination w/other types of infrastructure replacement at the same time
Arguments against: DSICs shift utility business risks away from investors and onto customers without a reduction in allowed rate of return, increased customer costs, circumvents the detailed review process that rate base receives during a full rate proceeding, reduces utility incentives to control costs, proliferation of rate proceedings on trackers can create a financial burden for non-utility stakeholders - potential barriers to fair access to regulatory process
While DSICs help to mitigate rate shock, decision makers must continue to consider the cost to customers





Ensuring public health

• Public water supply is 
vitally important yet largely 
goes unnoticed by the 
general public.

• Water suppliers are the only 
public utilities that provide a 
service their customers ingest.

• Customer expectations:
- Water should be cheap, if not free
- Drinking water must be safe and 

available 24/7
- Expectations regarding “safe” can vary 

from customer to customer



Ensuring public health: Lead service line 
replacement

33

Solutions
1. Federal policies & funding
2. State policies & funding
3. Local policies
4. Community engagement
5. Focus on equity
6. Innovation
7. Technical assistance
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2024 Indiana - Right to property access, ensures 100% of property owner costs
2024 Wisconsin - State grant program for utility/CBO collaboration on LSLR outreach
2023 New York - Transparency on inventories
2023 Minnesota - 10-year timeline, state grant program
2021 New Jersey - 10-year timeline
2018 Michigan - Mandates inventories and replacements

Prioritize vulnerable neighborhoods
Replacing LSLs is expected to take years in communities with large numbers of LSLs; therefore, programs should consider prioritizing the most at-risk communities when designing LSL replacement programs. 
Utilities should consider prioritizing most at risk and vulnerable populations -  Green Bay Water Utility (child care facilities), Greater Cincinnati Water Works (vulnerable communities), Milwaukee Water Works (equity prioritization) 
Caveat: Utilities should still consider maintaining a ‘fast-lane’ for the most sensitive populations that need immediate replacement LSLRs (e.g. properties with pregnant women, infants, the elderly, and those with compromised immune systems) even though “one-off” replacements may be more costly financially not from a public health perspective 





Ensuring public health: A dynamic regulatory 
environment

• Changes to existing 
regulations (Ex: revisions to 
Federal Lead and Copper Rule, 
PFAS).

• Health advisories on 
contaminants that are not 
currently regulated under the 
Safe Drinking Water Act.

• Investment decisions driven by 
regulatory limits and customer 
expectations.
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The Contaminant Candidate List (CCL) is a list of drinking water contaminants that are known or anticipated to occur in public water systems and are not currently subject to EPA drinking water regulations.




Water workforce issues

• Between 2016 and 2026, an estimated 10.6% of 
water sector workers will retire or transfer each 
year.

• Some utilities are expecting as much as half of their 
staff to retire in the next five to 10 years.

• Some utilities have recently seen operators and 
distribution system staff leave to take jobs with 
construction and other contractors.



hthttps://www.awwa.org/Portals/0/AWWA/ETS/Resour
ces/EmployerToolkit080119.pdf?ver=2019-08-01-143735-
380
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Workforce and supplier diversity
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Water supply challenges and the cumulative 
impact of extreme weather events

46
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US Drought Monitor for August 6

Climate change is exacerbating both water scarcity and water-related hazards (such as floods and droughts), as rising temperatures disrupt precipitation patterns and the entire water cycle.
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Needed: strategies that enhance both 
natural resource and financial sustainability



Where did the water 
demand go?

Residential
• Efficiency standards
• Codes and ordinances
• Lot sizes, growth policies
• Active conservation 

programs
• Price elasticity: outdoor 

use

48



Commercial and Industrial
• Changes in types of 

commercial and industrial 
activities

• Price elasticity
• Process improvements
• Sustainability ethic

Where did the water 
demand go?

49



Strategy: Adopt conservation measures 
that reduce peak demand



Avoided/downsized infrastructure 
reduces rates in the long term
• Utilities reduced costs by:

- Avoiding purchase of additional water 
supply

- Deferring large-scale infrastructure 
projects

- Reducing size of new facilities

• Reports available at: 
www.financingsustainablewater.org
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http://www.financingsustainablewater.org/


Strategy: Improve capital planning practices

“The reality is that many water 
suppliers consistently overestimate 
actual water demand.”

52
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Example: San Diego County

53



Example: Seattle, Washington

Source: Pacific Institute



Example: Demand projections used to design 
water treatment projects

51

2006 2016

Docket 4310-CW-108Docket 4310-CW-106



“Researchers have found there is often a 
strong case for building relatively modest, 
incremental additions to water 
infrastructure in advanced countries, 
rather than expensive larger-scale 
projects that may be needed only rarely.”

Source: http://news.mit.edu/2017/drought-remedy-keep-infrastructure-fast-cheap-under-control-0814

http://news.mit.edu/2017/drought-remedy-keep-infrastructure-fast-cheap-under-control-0814


Water demand forecasting resources

53



Some performance and investment strategies: 
Does the utility….

● Control capital costs through sound planning and asset 
management?

● Employ strategies to improve operational efficiency?
● Consider life cycle costs and a range of alternatives in 

developing projects?
● Involve customers in establishing service standards and 

developing projects?
● Evaluate a range of funding and financing options?
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What kind of information would be helpful to you if you were to become more involved in utility performance and investment decisions?



• Controlling costs and improving efficiency can mitigate the 
impact of revenue shortfalls.

- Reduce non-revenue water.

- Improve energy efficiency: water treatment, conveyance, facility 
management.

- Revisit procurement and project management policies and 
practices.

- Partner with other utilities to achieve scale economies.
- Consider operating implications of project alternatives.

• System optimization – flushing, meter reading, billing, etc.

• But don’t short-change service quality & public health!

Improving operational efficiency





Goals
• Account for all water 

supplied.

• Disaggregate water 
losses.

• Develop cost-
benefit targets.

• Implement cost-
effective interventions.

Water in

Reducing non-revenue water

Water out



“Unaccounted 
for water”

Percentage 
benchmarks

Leak 
detection 
fixes all 
NRW 

problems

• Water loss control 
programs should 
incorporate generally 
accepted industry 
standards.

• Controlling NRW helps 
drive adoption of 
efficiencies and improved 
business practices.

• NRW analysis should be 
integrated into rate-
setting and construction 
planning.

62
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Resources

• Water Audits and Loss Control 
Programs, M36 by AWWA, 4th 
Edition (2016)

• AWWA water loss resources: 
https://www.awwa.org/Resou
rces- Tools/Resource-
Topics/Water-Loss- Control

• Real Loss Component Analysis 
Tool for Economic Water Loss 
Control by WRF and EPA, Project 
4372a

http://www.awwa.org/Resources-
http://www.awwa.org/Resources-
http://www.awwa.org/Resources-


Utility performance 
and accountability



Presenter
Presentation Notes
Jackson: OIG found MS DOH did not provide tough enough oversight of the capital city's public water system. In 2022, flooding overwhelmed Jackson's treatment plant, resulting in boil-water notices that deprived the majority-Black city's 150,000 residents of drinking water for weeks.
Ironically, Mississippi, along with Alabama, Connecticut, Louisiana, Nebraska, and Oklahoma, were among the first states that attained primacy under the EPA rules in 1974.



Community engagement

● Culturally competent engagement

● Utility partnerships with volunteer and 
community-based orgs

● Beyond education and outreach: two-
way communication

● Effective, simplified communications 
tailored to local norms and languages 

● Customer surveys, online scheduling, 
and help desks

Presenter
Presentation Notes
Maureen

Effective, simplified communications 
More effective communications can also be a savings in time and effort. Greater Cincinnati Water Work (GCWW), for example, has streamlined their documents to include fewer words, more pictures, and simplified messaging. They went from 9 pages to 2 pages resulting in increased response rates and 20% increase in customer participation in their program
Effective communication materials also have the potential to reduce staff time needed for outreach and engagement and reduce the need for door knocking 
Customer surveys, online scheduling, and help desks
Other important tools are customer surveys where residents self-identify the service line material in their homes and sometimes are able to upload this information along with photos. Colorado, for example, allows this approach as a LSL verification step.
As an added incentive for filling out surveys, some utilities are offering bill credits or gift cards ranging from $10 to $50 
Some utilities have also created online portals that allow customers to directly schedule appointments with contractors, which provides a streamlined experience and saves utility staff time. 
Some utilities are providing dedicated resources like Pittsburgh Water and Sewer Authority’s Lead Help Desk that coordinates customer service, customer agreements, and scheduling



Links:
Greater Cincinnati Water Works communications: https://assets-global.website-files.com/5b4f94b35d0421ba0121e1e9/6602b4255a73ce0d9ec97c3e_HPNC%20GCWW%20LSLRP%20Combined.pdf?fbclid=IwZXh0bgNhZW0CMTAAAR1us96qzR9mbvGKAUUvNYjrWIMRuMZdDJOfTawr8fc7ETPcBO4Vvpi6j3k_aem_AfjoKwisJV5NSHCZPdriY9LqR1fsUyyhThRBjd-J9A4xo6p8pwCXISIflprZP_ajjGdXBONi1TZlKtqqCF5RKlvL

Goshen, IN door knockers program: https://leadsafe-goshenindiana.hub.arcgis.com/

Troy, NY mayor-led canvassing: https://www.troyny.gov/CivicAlerts.aspx?AID=195





Local level accountability resources

● Consumer Confidence 
Reports

● Bill flyers
● Website
● Rates should be 

posted and easily 
accessible

● Annual reports

Presenter
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How is my utility doing?
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https://storymaps.arcgis.com/stories/e014e480381d4c6894bbd7fe0894d84c

Transparency
Public-facing information on board meeting logistics and procedures 
Community advisory councils
Mechanisms to collect ratepayer complaints, development of accessible complaint forms available to ratepayers both in hard copy and via the website
Affordability
Permanent, year-round moratoria on water shut-offs
Instead of shut-offs, a wide range of readily accessible affordability protections - grace periods or tiered income assistance programs
Affordability protections should be easily accessible through system websites and other communications 
Increasing and easing access through multiple enrollment options and community driven engagement. 
Water Quality
In non-emergency situations, lead water lines should never be partially replaced. 
Water systems that have not initiated lead service line inventories should initiate surveys immediately. 
LSLR should be put in place, carefully monitored, and data made available in an accessible, transparent framework. 
Until lead service lines are replaced, it is imperative that customers have access to no-cost residential lead testing and preventative interventions upon request.  
Regional efforts to protect drinking source waters are exemplary. Participate in source water and wellhead protection programs 
All systems should comply with drinking water quality regulations. Handful of systems that have multiple violations of administrative drinking water regulations. 



Source: https://ldh.la.gov/assets/oph/Center-EH/drinkingwater/Watergrade/WaterGrade-2022/StBernard/LA1087001_WaterGrade_2022.pdf

Presenter
Presentation Notes
Also state legislation:
New Jersey’s DEP oversees The Water Quality Accountability Act, enacted on July 21, 2017, established new requirements for purveyors of public water to improve the safety, reliability, and administrative oversight of water infrastructure. Amended in 2021 to broaden to include cybersecurity

Maryland earlier this year proposed 





State level accountability resources
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https://apps.dnr.wi.gov/dwsportalpub
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https://www.bv.com/resources/black-and-veatch-2024-50-largest-cities-water-and-wastewater-survey-report/?utm_source=email&utm_medium=eloqua&utm_campaign=24-wastewater-rate-report&utm_content=24-wastewater-report-launch-em-download
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small systems would likely have many more dots within the bands, that is, rates that do not meet the affordability mark



Options for addressing water service 
affordability

• Control capital and operating costs through sound planning, asset 
management and optimized funding and financing.

• Increase billing frequency.
• Rates

- Reduce percentage of bill that is fixed.
- Allotments for minimal amount of water in first rate block at relatively low 

cost to all customers.
- Income-based rates or customer assistance programs (CAPs) for customers 

who qualify 
• Programs:

- Customer conservation assistance 
- Private service line assistance
- Partner with local charity to provide assistance
- Financial assistance for customer-owned lead service line replacement

68



Rate design options: fixed vs. variable charges

Higher fixed charge

Advantages
• Revenue stability.
• In the short run, many costs are fixed.
• Administrative simplicity.

Disadvantages
• Not Cost of Service-based. Peak 

demand costs are in the fixed 
component.

• May create affordability concerns 
for low-income customers.

• Mutes price signal - resource 
efficiency concerns.

Higher variable charge

Advantages
• In the long run, all costs are variable.
• Cost of Service-based. Peak 

demand costs are in the variable 
component.

• May allow low-income customers to 
manage bills more easily.

• Enhanced price signal - addresses 
resource efficiency concerns.

Disadvantages
• Increased revenue risk.
• May be more administratively 

complex.



Public fire protection charges
• PFP Charge: Recovers costs associated 

with building and maintaining capacity 
to provide high pressures and flows to 
hydrants for the purpose of fire 
suppression.

• The PFP is typically a fixed charge.

• Portion of wells, pumps, storage facilities, 
water mains, and hydrants.

• It is not simply a “hydrant rental” fee.

• Either direct charge to customers or 
charge to municipality.

• As demand declines, PFP costs comprise 
an increasing % of revenue requirements.

See: https://efc.web.unc.edu/2018/03/07/exploring-
public- fire-protection-charges-in-wisconsin/



Example: Municipality pays PFP; recovers cost 
through property taxes
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Example: PFP is a direct charge on water bill

Based on Meter Size Based on Property Value
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Rate design option: Gallon allotment in first block
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State level accountability resources



Federal Low Income Household Water 
Emergency Assistance Program (LIHWAP)*
• Administered by U.S. Department of Health & Human Services (HHS).
• Grantees: States, territories, and tribal governments.

• Total funds: $1.38 billion. Originally $638 million in the Consolidated 
Appropriations Act (December 2020); additional $500 million from the 
American Rescue Plan Act (March 2021).

• Use of funds: Assist low-income households that pay a high proportion 
of household income for drinking water and wastewater services by 
paying water and wastewater utilities to reduce arrearages (debts past 
due) and rates charged to the households.

• Prioritizes continuity of service. 67*See: https://www.acf.hhs.gov/oc/programs/lihwap

http://www.acf.hhs.gov/ocs/programs/lihwap


Consumer protection policies/rules
• Offer reasonable deferred payment arrangements (DPAs).
• No disconnection (shut-offs) for non-payment.
• Meter testing requirements.
• Credits or refunds for the full period of a meter inaccuracy.
• Bill all service supplied within specified, reasonable period 

of time.
• Leak credits.

69

• Written policies that are 
applied to all customers 
consistently.



Source: https://acfhhs.foleon.com/lihwap/impact-report/
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Customer Assistance Programs

Advantages
• Help ensure low-income 

customers remain connected and 
are able to pay future bills.

• Can reduce administrative costs 
(collections).

• May reduce bad debt expenses.
• Enhance utility’s image and 

community engagement.
• Can help meet efficiency goals.

Disadvantages
• May be considered “discriminatory;” 

assistance may be considered a 
“gratuity.”

• Restrictions on uses of public funds 
and/or bond covenant restrictions.

• Program costs may run counter to 
cost minimization directives.

• Participation rates are typically low.

Presenter
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Water utilities are not set up as social service agencies
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See: https://www.allianceforwaterefficiency.org/impact/our-work
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Utility size matters

82

Wisconsin drinking water utility tariff data:



Partnerships
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Accountability resources: Federal level

Presenter
Presentation Notes
Around 48,000
Community water system service area boundaries are typically aligned with municipal boundaries, but it’s also important to pay attention to the precise area served. 
Interviews with four states revealed a number of applications that could be improved with accurate and accessible service boundary data: future water supply and demand projections, regionalization studies, and emergency response. 




Without the geospatial data, we are just left with a long 
table of data from SDWIS…



When we have this geospatial data, we can conduct 
analyses and develop accountability resources
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https://www.policyinnovation.org/txwaterdatatool




We now have 
boundaries for 
drinking water 
systems 
nationwide



This enabled creation of the 
first drinking water justice 
metric in EJScreen.





Reflections?  Comments?  Questions?
Denise Schmidt

denise@policyinnovation.org


	Water Utility Regulatory and Policy Considerations
	Water utility governance and oversight
	EPA’s drinking water system classification
	Water utility governance
	Slide Number 5
	Who’s making decisions about my water service?
	What are those decision makers discussing?
	Utility accountability: Ensuring public health, safety, and welfare
	EPA’s Capacity Development Program
	Utility accountability: Economic regulation

	Slide Number 11
	Rate-setting basics
	Rate-setting: Three steps
	 The revenue requirement: What’s in my rates?
	Rate-setting principles
	AWWA Policy Statement on Financing, Accounting, and Rates*
	AWWA Policy Statement on Financing, Accounting, and Rates, cont.
	“Adopt a Uniform System of Accounts” - AWWA
	Slide Number 19
	May need to increase frequency of rate cases to recover prudently incurred costs. 
	Example: Rate case options
	Financially distressed utilities
	“Rates should be based on cost and avoid subsidizing customers.” - AWWA

	Cost allocation under base-extra capacity method
	Customer cost allocation: customer demand ratios
	Slide Number 26
	Example of customer class-based rates: Customer’s  burden on system is low compared w/other classes
	Slide Number 28
	Slide Number 29
	Slide Number 30
	Water rate policy considerations
	Addressing challenges in the water sector
	Decision makers are talking about:
	Infrastructure replacement
	Slide Number 35
	The opportunity
	Slide Number 37
	Many water systems need assistance accessing public funds for water infrastructure

	Alternative infrastructure replacement financing mechanisms
	Ensuring public health
	Ensuring public health: Lead service line replacement
	Ensuring public health: A dynamic regulatory environment
	Water workforce issues
	Slide Number 44
	Workforce and supplier diversity
	Water supply challenges and the cumulative impact of extreme weather events
	Slide Number 47
	Where did the water demand go?
	Where did the water demand go?
	Strategy: Adopt conservation measures that reduce peak demand
	Avoided/downsized infrastructure reduces rates in the long term
	Strategy: Improve capital planning practices
	Example: San Diego County
	Example: Seattle, Washington
	Example: Demand projections used to design water treatment projects
	Slide Number 56
	Water demand forecasting resources
	Some performance and investment strategies: Does the utility….
	Improving operational efficiency
	Slide Number 60
	Reducing non-revenue water
	Percentage benchmarks
	Total Water Loss - CBCWA Members
	Slide Number 64
	Resources
	Utility performance and accountability
	Slide Number 67
	Community engagement
	Local level accountability resources
	Slide Number 70
	Slide Number 71
	State level accountability resources

	Slide Number 73
	Slide Number 74
	Options for addressing water service affordability
	Rate design options: fixed vs. variable charges�
	Public fire protection charges
	Example: Municipality pays PFP; recovers cost through property taxes
	Example: PFP is a direct charge on water bill
	Water rate design options
	Rate design option: Gallon allotment in first block
	Wisconsin residential water arrears 
	State level accountability resources
	Federal Low Income Household Water Emergency Assistance Program (LIHWAP)*
	Consumer protection policies/rules
	Slide Number 86
	Customer Assistance Programs
	Slide Number 88
	Slide Number 89
	Slide Number 90
	Slide Number 91
	Utility size matters
	Partnerships
	Slide Number 94
	Accountability resources: Federal level

	Slide Number 96
	When we have this geospatial data, we can conduct analyses and develop accountability resources

	Slide Number 98
	Slide Number 99
	Slide Number 100
	Reflections?  Comments?  Questions?

