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Session Objectives

•  Understand ways to determine whether 

your water service is affordable for your 
customers


•  Learn approaches to help low income 
customers pay for their water bills
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The Affordability Issue

•  You have to the tools to determine what 

water rates should be for your system.  
You are an enterprise fund and should run 
like a business


•  However, you are also a public service 
entity and have to serve all customers 
with this vital resource
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How can we best serve our 
low income customers while 

maintaining our business 
approach?
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Maybe You Are Thinking...

•  Water, relatively speaking, is cheap


•  Have you seen cable bills lately?  We are 
fine!
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Cable vs. Water Services: �
Beware When You Compare


•  Which one is a government monopoly?

•  Which one has an obligation to serve?

•  Which one has realistic customer 

alternatives for similar products?

•  Which one is managed by marketers that 

know how to promote their product?

•  Which one lets you watch old Cosby 

Show reruns?
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What is “affordable” service?
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“Percent MHI”

•  Measured as the percent of median 

household income that the average 
customer at a utility spends on water (and 
wastewater) service annually


•  Total bill for average water use / Median 
Household Income
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When are Rates Unaffordable?


•  Above 2.5%?

•  More than what your neighbor charges? 

•  People complain?

•  Your collection rate plummets?
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First Things First

•  There is no nationally accepted standard 

for affordability of water and wastewater 
service
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However...

•  Most quoted figure is 2.5 percent of MHI 

each for water and wastewater service, 
for a total of 5 percent


•  On a national scale, census data suggests 
that 23 million households’ water and 
sewer services are currently 
“unaffordable” using these criteria
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EPA CSO

•  The 1997 EPA document, “Combined 

Sewer Overflows: Guidance for Financial 
Capacity Assessment and Schedule 
Development” has a two-step process to 
identify the burden of the CSO on 
customers
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CSO
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USDA

•  USDA has a program to provide funds for 

water and sewer systems. Loans are 
made for projects where the residential 
water bills are greater than 1.5% of MHI 
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Water Research Foundation 

•  Water Research Foundation Report, 

“Water Affordability Programs,” suggests 
that affordability programs should be 
based on a measure of 2% of income for 
poor households, rather than using MHI
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The Best Methodology

•  You know your own community the best.  

You should set the threshold for 
affordability
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Again, “Percent MHI”

•  Measured as the percent of median 

household income that the average 
customer at a utility spends on water (and 
wastewater) service annually


•  Total bill for average water use / Median 
Household Income
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Percent MHI Is Imperfect

•  The MHI estimate is for the state, county 

or place, and not the customer base of 
the water or wastewater utility itself
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Percent MHI Is Imperfect

•  MHI estimates are different across the 

three versions of the American 
Community Survey (1-year, 3-year and 5-
year), even for the same year


•  Census recommends using the 5-year 
numbers
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Percent MHI Is Imperfect

•  The latest MHI estimates are usually more 

than a year old


•  MHI estimates for a community can 
significantly change from one year to the 
next
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Percent MHI Is Imperfect

•  The Median Household Income is not a 

single number (anymore)


•  There is a single point provided, but then 
also a margin of error, giving you a range.  
The smaller the community, the larger the 
margin of error




www.efcnetwork.org


4/9/13	
  	
  

Percent MHI Is Imperfect

•  MHI does not provide a complete picture 

of income distribution of households


•  Take two communities with $40,000 MHI

– One could have most people between $38K 

and $42K

– The other could have 40 percent of people 

below poverty and 40 percent wealthy
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Nevertheless...

•  Percent MHI is not a bad place to start, 

with caution


•  But there are other options
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Income Distribution

•  The American Community Survey now 

has estimates of the percent of 
households in different income “buckets”

– Under $10,000

– $10,000 to $14,999

– $15,000 to $19,999

– And so on
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1. Go to the American Fact Finder page of the Census Website:�
http://factfinder2.census.gov/faces/nav/jsf/pages/index.xhtml
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2. In the “Community Facts” box at the top, enter the name of the 
community
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3. Under “American Community Survey,” select the link for “Income, 
Employment, Occupation, Commuting to Work ...”�
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4. Scroll down to “Income and Benefits”�
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5. Copy the information for “Total Households” and paste into an Excel 

table.  This table shows the percentage of households in the community 
that fall into various income ranges.�
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Now You Can Measure the 
Percent of Income Spent for 

Many Income Levels
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A Tale of Two Cities

•  Brunson and Hampton, SC—both small 

rural towns in the same county with 
similar MHIs around $43,000


•  Both have a percent MHI for water and 
sewer combined of 1.68 percent
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Brunson
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Hampton
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Side Note

•  That same Census table has the number 

of households that receive other public 
assistance funds including Supplemental 
Security Income, cash public assistance 
income, and Food Stamp/SNAP benefits 
in the past 12 months, as well as 
unemployment figures
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Making the Case for 
Considering Affordability 

Programs
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Altruistic Reasons

•  Wanting to help folks!

•  Caring about your customers
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External Pressures


•  Local and state officials

•  Funding agencies

•  National agencies

•  Your customers!
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Your Bottom Line�

•  When customers have trouble paying their 
bills,  there is a cost to the utility, in the 
form of:

– Arrearages

– Late payments

– Disconnection notices

– Terminating the service

– Fielding calls from the delinquent customers
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Approaches to Affordability

•  Charge everyone less


•  Charge poor people less—not allowed in 
many states


•  Charge everyone a higher amount but 
have some type of social safety net 
program
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Op#ons	
  facing	
  payment-­‐troubled	
  customers	
  

Percent	
   N	
  

Payment	
  plan	
  to	
  allow	
  customer	
  to	
  pay	
  amount	
  over	
  7me	
   76%	
   231	
  

Customer	
  referral	
  to	
  private,	
  nonu7lity	
  agency	
   54%	
   163	
  

Customer	
  referral	
  to	
  a	
  local	
  gov.	
  agency	
  for	
  assistance	
   49%	
   149	
  

Educa7on	
   35%	
   105	
  

In-­‐home	
  conserva7on	
  assistance	
   25%	
   76	
  

Special	
  billing	
  arrangements	
   21%	
   64	
  

Change	
  in	
  the	
  rate	
  customer	
  is	
  charged	
   8%	
   24	
  

Other	
   8%	
   24	
  

One-­‐7me	
  bill	
  credit	
  from	
  u7lity	
  funds	
   3%	
   8	
  

2010,	
  Best	
  Prac7ces	
  in	
  Customer	
  Payment	
  Assistance	
  Programs,	
  Water	
  Research	
  
Founda7on	
  #4404	
  

Types of affordability programs
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Lifeline Rates

•  A minimal amount of water is offered to all 

customers at a relatively low cost


•  May be built into the base charge
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Customer Assistance Programs


•  Customers can have their monthly bills 
rounded up to the nearest dollar


•   Proceeds assist lower‐income people 
who cannot start or continue service


•  Administered by a local non-profit 
organization, NOT the utility itself
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Conservation Assistance

•  Help low income customers use less 

water by fixing leaks and installing 
conservation devices


•  Example: Care and Conserve program in 
Atlanta
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Pricing Out the Cost of a Customer 
Assistance Program


EFC	
  tool	
  (currently	
  for	
  NC):	
  hWp://www.efc.unc.edu/tools.htm#customer_assistance	
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Questions?



