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Population

Water Usage (gallons per day)

Source: 2002-2011 population data from HRPDC 2012 Data Book; 2012 population estimate from the University of Virginia, Weldon Cooper Center for 
Public Service, July 1, 2012 Estimates for Virginia and its Counties and Cities; billed consumption data from HRSD FY2012 Comprehensive Annual  
Financial Report.  

Water Usage Declining 

Water and Sewer bills are 
based on same water 
meter readings. 
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Why the decline is surprising… 
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If this trend continues, 
Utilities have to revamp rates to 
avoid financial problems. 
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As Usage Declines, Revenue Declines 

but Costs don’t decline 
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5 
Rate Structure creates 

funding gaps 
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Rate Structure creates 

funding gaps 

Example: 
Start with a balanced budget of $1M 
  
Then water usage drops by 10%  
 
Revenue drops from $1M to $920,000. 
Costs drop from $1M to $980,000. 
 
Result is $60,000 funding gap.  
Revenue is 6% less than Cost. 
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Will the decline continue? 
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Where is the bottom? 
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Decreasing 
Water Use 

Water-Saving 
Fixtures 

Economic 
Conditions  

Cultural & 
Societal Changes 

Conservation 
Programs 

Why are demands declining? 

Community education 
programs about 
water conservation 
required by permits. 

Sustainability is now a Corporate Benchmark 
45 companies joined a UN Global Compact in 
committing to improve water management 
practices (Coca-Cola, Anheuser-Busch, Nestle, 
Unilever, etc). 
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Why are demands declining? 

Indoor water use in a home built 
in 2011 is 35% less than indoor 
water use in a home built prior to 
1994. 
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Costs likely to rise, not stay the same 
Increasing Regulatory Requirements 

• Regional upgrades to the sewer system to meet Consent 
Order/Consent Decree for overflows estimated to cost $2B. 

• HRSD must spend over $400M to upgrade treatment plants to 
meet stricter permit limits on nutrients in discharges. 

• Norfolk spent $50M to upgrade reservoir dams to meet 
revised dam safety regulations. 

• Newport News Waterworks estimate upgrades to Lee Hall 
reservoir will cost $21M. 
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Costs likely to rise, not stay the same 
Aging Infrastructure 

“Early Thursday, the City of Chesapeake reported a 
water main break at Taylor and Pughsville Road that left 
hundreds without water” - Dec 16, 2011, WAVY 
 
“Newport News Waterworks is investigating an 
apparent leak in a 42 inch raw water main where it 
crosses the Colonial Parkway in York County” - Jan 2011 
 
“Burst pipe leads to boil-water advisory for Oceanfront” 
Virginian-Pilot, March 26, 2013 
 
“Suffolk sewage spill dumps 9.3 million gallons in creek”  
Virginian Pilot, November 2, 2012 
 
“Key Norfolk sewage pipeline to be replaced”  
Virginian-Pilot, January 5, 2012 
 
“Norfolk road reopens after water-main break, flood” 
Virginian-Pilot, June 4, 2009 
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Why aren’t rates structured to 

match cost structure? 

Conservation goal has driven rate structures. 

 Utilities want to give customers some incentive not to waste 
water. If water demands skyrocket, utilities have to develop 
new wells and reservoirs or build new wastewater treatment 
plants.  This infrastructure is expensive and difficult to permit. 
 

Perception that it is fair to pay for what you use.  
 

Affordability goal dictates relatively low utility rates.  

 Water and sewer are essential public health services. Citizens 
should not be priced out of fundamental government services. 
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are water & sewer bills expensive? 
13 
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Cell phone
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Prices are based on representative data collected by HRPDC staff. 
Gym membership and cell phone prices are based on costs per 
household. Water & sewer based on 5000 gallons. 
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Regional utility Objectives 

 Move to a model of selling a service, not a commodity. 
• Change rate structures so they don’t reinforce idea that 

customer is paying for how much water used. 
• Instead promote service:  reliability, quality, firefighting 

   

 Ensure utilities meet financial goals. 
• Create a stable revenue stream with more fixed revenue. 
• Improve accuracy of demand projections and associated 

revenue. 
• Depoliticize rate changes 

 Balance the need to ensure financial stability of the utility 
and maintain affordability for all customers. 
• Consider expanding customer financial assistance. 
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Potential Next Steps 

1. Distribute HRPDC whitepaper Water and Wastewater 
Utilities: Designing the Rate Structure of the Future. 
 

2. Develop public outreach campaign.  
 For example, customers of the Charlotte-Mecklenburg Utility in North 

Carolina had finance questions along the following lines: 
• Where do utilities get their money? 
• Whose pockets am I lining with my rates? 
• What do you mean the utility is not run for profit? 
• How do I know that they are doing the right things with my 

money? 
• What are they doing with the money they already have? 
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16 “Marty Schlesinger, the 
Public Utilities 
Department director, said 
the core problem is the 
system needs more 
customers, and it’s 
aggravated by a drop in 
water usage in 
Gloucester of about 10 
percent over the past 
four years. Hiking fixed 
fees for base usage would 
have to almost double to 
maintain revenue 
neutrality, he said.” 
Daily Press 

“What we deliver to people 
has mass,” Newport News 
Waterworks director Brian 
Ramaley said. “It’s not 
electricity or cell phone 
service. For a typical 
customer, we deliver literally 
hundreds of pounds of 
product on a daily basis.” 
 
…the average customer uses 
about 34,300 pounds of 
water each month, so even 
with the rate changes, the 
monthly bill will be less than 
$1 per day. 
 
“You can’t get dirt delivered 
to your house for a dollar 
per thousand pounds,” he 
said. 
 
 “Water is literally cheaper 
than dirt.”  
WYDaily.com, April 5, 2013 

“In order to fund Newport 
News Waterworks, officials 
have been forced to dip into 
a reserve fund. They have 
taken around $20 million in 
the last four years, leaving 
about $30 million. Dropping 
below $25 million would put 
their bond rating on the 
line.”  
WYDaily.com April 5, 2013 

“Money borrowed to build 
and maintain plants and 
pipelines also must be 
repaid with income collected 
from customers. Suffolk’s 
utility fund owes about $306 
million in long-term debt, 
according to budget director 
Anne Seward. Most of that 
was amassed in recent years 
to expand the G. Robert 
House Jr. Water Treatment 
Plant in Chuckatuck and to 
extend water and sewer 
lines to new developments.”  
Virginian-Pilot, May 1, 2013 

“Also down are water and 
sewer revenues. About 70 
people were on the cutoff list in 
February, Smithfield Treasurer 
Ellen Minga said. “It’s getting to 
be more common, but that was 
a particularly heavy month”, she 
said. Minga attributes the deficit 
to lower consumption. The 
lower usage could be due to 
higher rates and/or weather. 
“That’s just something that we 
are keeping an eye on because 
we changed the structure last 
year.”   
Smithfield Times, March 20, 2013 

In a report to the council last month, Albert Moor, director of 
Suffolk public utilities, said the city has 25,000 water and sewer 
accounts, compared with about 150,000 accounts in Virginia 
Beach. "A penny to their rates yields a lot more than a penny to 
ours," Moor said. He estimated 1 cent "generates about $24,000 
on water and about $23,000 on the sewer side." 
At the same time, he said, water consumption has fallen by 5 to 
6 percent because of conservation. With the decline in 
residential construction since 2008, new installations have fallen 
from about 1,100 a year to around 300, depriving the city of 
hookup fees of $5,520 per residence.  
"It's almost like the perfect storm," Seward said. "It's coming at 
us from both directions.“ 
Virginian-Pilot, May 1, 2013 
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Rates increasing across U.S.       

http://usatoday30.usatoday.com/money/economy/story/2012-09-27/water-rates-
rising/57849626/1 
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