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Determining Affordability 

of Utility Rates –

According to EPA 

 
Infrastructure Assistance Coordinating Council - IACC 

Wenatchee Convention Center 

October  23rd  2013      

8:00 am  Session  S11 

Welcome! 

Jim Wilson & Dan Bannier 
 

 

 

The RCAP Network 
Western RCAP 

Rural Community 
Assistance Corporation 

916/447-2854 

www.rcac.org 

Midwest RCAP 
Midwest Assistance Program 

952/758-4334 

www.map-inc.org 

Southern RCAP 

Community Resource Group 

479/443-2700 

www.crg.org 

Northeast RCAP 

RCAP Solutions 

800/488-1969 

www.rcapsolutions.org  

Great Lakes RCAP 

WSOS Community  

Action Commission 

800/775-9767 

www.glrcap.org 

Southeast RCAP 

Southeast Rural Community  

Assistance Project 

866/928-3731 
www.southeastrcap.org 

Rural Community Assistance Partnership 

800/321-7227             www.rcap.org 
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Affordability…  
…Says who? 

• Federal Government (USEPA, SDWA & CWA) 

• State Primacy Agencies (SRF’s: DOH & ECY) 

• Funding Institutions (USDA-RD, CDBG, PWTF) 

• Elected Officials (“social” objectives) 

• Customers (rates are already too high) 

• AARP 

• American Water Works Association (AWWA) 

• Water Environment Federation (WEF)  

US Environmental Protection Agency 
(USEPA) 

• The 4% Benchmark for Affordability (*CBO) 

2% water & 2% wastewater  
User rates as a percentage of MHI on a systemwide basis 

Point-of-use treatment devices as “compliance technologies” 

 

• Increase in 2002! 

• 5% (combined utilities) 

• 2.5% water & 2.5% wastewater  

 

• 2% = medium burden 

• 2.5% = affordability concerns 

 *Congressional Budget Office 

• Mission Statement/Vision 

• GOALS 

• POLICY (to effectively run your business!) 

 

• ALL, at a minimum, must meet or exceed 

federal & state regulations as related to the 

operation of the utility!.....TMF 

 

Determining Affordability 
must start here…  

Primacy Agencies…  Calculating “Affordability”…  

1.Residential user fees 
• Now & After Construction 

 

2. Median Household Income (MHI) 
• American Community Survey (ACS) 

 US Census Bureau 

http://factfinder2.census.gov 

 

 

http://factfinder2.census.gov/
http://factfinder2.census.gov/
http://factfinder2.census.gov/
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(6% Utility Tax) 

(Water reserve) 

(Base Rate) 

$23.00 
$3.00 
$1.56 

$27.56 
 

– Determined by the middle value of the total list of 
values that were divided into two parts. 

 

Median Household Income 
(MHI) 

  Odd     Even   

1  $          12,000  1  $          12,000    

2  $          13,000  2  $          13,000    

3  $          17,000  3  $          17,000    

4  $          23,000  4  $          23,000    

5  $          24,000  5  $          24,000    

6  $          28,000  6  $          28,000  
$32,500 

7  $          37,000  7  $          37,000  

8  $          43,000  8  $          43,000    

9  $          45,000  9  $          45,000    

10  $          65,000  10  $          65,000    

11  $        150,000  11  $        150,000    

      12  $        160,000    

$23 + $3 + $1.56 (Utility Tax) = $27.56 

$27.56 x 12 = $330.72 (annual base rate) 

$330.72 / (MHI) $46,324 = 0.71% aka “Affordability” 

Natural Gas & Electricity = $133.89 

$133.89 x 12 = $1,606.68 (annual Avista bill)  

$1,606.68 / (MHI) $46,324 = 3.47% 
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• Tool used to evaluate funding assistance 
opportunities in Washington State. 

What is an Income Survey? 

Community Development Block Grant 

(CDBG)  

Why or Why NOT 

WHY 

• To challenge the American Community Survey 
(ACS)….aka, Census Data 

• To determine hardship (ECY & USDA-RD) 
– USDA-RD, State Non-metropolitan Income $60,049 

• To determine affordability index (DOH & PW) 

• To determine LMI (CDBG only) 

• To determine MHI (everybody else) 
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Why or Why NOT 

WHY NOT........or considerations to address  

• If you agree with the American Community Survey 

• If the survey & funding process is not fully understood 
by the elected officials  

– Those with fiduciary responsibilities 

– Survey results come back HIGHER 

• Low or lack of community support 

– Especially in low populated communities 

 

 

 

Why or Why NOT 

WHY NOT........or considerations to address  

• If you don’t have “approved” planning documents 

• If you haven’t identified a primary funder 

• If you expect to receive 50% or 100% subsidy 

• If you expect limited involvement during the process 

• Results could lead to a PR backfire  

– ……Told you so! 

 
 

 

 

Why or Why NOT 

WHY NOT........or considerations to address  

• District doesn’t have counties support 

– (seeking only CDBG funds) 

• You haven’t done your homework 

– You haven’t estimated user rates 

• Including project costs 

– Cost Benefit Analysis  

• DWSRF, Low rates & Category 5 

• CDBG >51% LMI 

• USDA-RD (Under order from regulatory agency & poverty level) 
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System Reserves  

 

• What presents a better “picture bubble”? 

Water Reserve Fund : $110,000 

We can’t possibly need this 

much money!! 

 

Water Reserve Fund   

Operating Reserve:             $12,000  

Equipment Replacement:     $29,000 

Emergency Reserve:            $20,000  

Loan Repayment Reserve:   $16,800 

Planning Documents:               $32,200                                     
      $110,000 

System Reserves  

Funding 4 Key Accounts 

• Operations & Maintenance 
• Cash Operating Reserve 

• Replacement Reserves  
• Asset Management 

• Short term vs. long term 

• Emergency Reserves 

• Debt Service 

 

Funders like to see… 
…whether borrowing or submitting annual reports  

• TMF Capacity 

– Ability to manage money & operate the facility 

• Audit Reports 

• Operating Ratio 

– Total Operating Income/*O&M  

• (*less depr., interest & debt service) 

• Coverage Ratio 

– Annual Gross Revenue less O&M/Annual debt service 

Ratio’s should be greater than 1.0  
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Free Financial Tools 
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Base Rate 
4,000 cu. Ft. = 29,920 gallons @ $17.35 

 

Commodity Rate  
100 cu. Ft. = 748 gallons 

 Residential @ $0.20/100 cu. Ft. 

 Comm. Bus. @ $0.14/100 cu. Ft. 

Sample Community  

Resid
en

tia
l

Com
m

er
cia

l

Residential Use:

4,000 cu. Ft. 
Actual ERU 1,957 

(Equivalent Residential User)

Never 30% 71%

Sometimes 69% 25%

Always 1% 4%

Residential 78%

Comm. / Buss. 22%

187,789$          

Residential Use:

158,224$          

29,565$            

Revenue by Class:

Resid
en

tia
l

Com
m

er
cia

l

Residential Use:

2,000 cu. Ft. 
Actual ERU 1,957 

(Equivalent Residential User)

Never 17% 57%

Sometimes 83% 5%

Always 1% 35%

Residential 82%

Comm. / Buss. 18%

194,521$          

Residential Use:

164,372$          

30,149$            

Revenue by Class:

+ $6,732 

Sample Community  
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Base rate  $17.35 4000 cu. Ft.           

Residential $0.20/100 cu. Ft.      

Comm.-Bus. $0.14/ 100 cu. Ft. 

2010     

Actual

2011     

Actual

2012   

Budget

Revenue 159,908$     185,154$     179,537$     

Expense (3% inflation rate) 220,375$     215,000$     233,950$     

Actual Profit/Loss (60,467)$      (29,846)$      (54,413)$      

Base Rate 14.70$          17.35$          17.35$          

Residential Useage Rate per 100 cu.ft. 0.20$            0.20$            0.20$            

Commercial/Business Useage Rate per 100 cu.ft. 0.14$            0.14$            0.14$            

Operating Ratio 0.73 0.86 0.77

Sample Community  

Questions? 


