Philly’s New Water Pricing Model for Low-Income
Residents Is a U.S.-first

ERIN BONNEY CASEY

The City of Philadelphia Jas throet Baelf into
the broader national discussion on the affordabil-
ity of water with its newly lounched and unigue
water pricing modsl,

by an era of vising water rates and constrained
municipal tudgets, Philadeiphis iy adapting to
shifting warker conditions. The goal of
Philadelphia’s innovative pricing stractuye, the
fivet of #s kind in the Undted States, has been
signed to insulate the pooy from rising water

d
vates, while mitigating the rise of late sand ynpaid
water bills,

Matiopally, residential warer and wastewater
biils have steadily increased by an average 5.7
percent anrnially over the past fve years, cutpac-
ing average anrual inceme growth (5 pervent)
and inflation (1.9 peveent), according to Bluefisld
Research. Rate incresses in Philadelphia aye neo
ezsary for the publicly-owned water utility to
cover annual operating expenses and capitad
expenses totaling an estimared $1.04 billion
from: 2016 and 2025, Rate increases Hke these ave
?iacing pressure on low-income customers aud
magnifving the financial challenges facing
mmunicipad water utilistes,

in Philadeiphia, water and sewer hills make up
approvinately 14 percent, or 364 poy month, of
average household upibity bills indleding gas,
power, mobile phone service, and cable-Internet.
Ag 3 resnlt, delinguency has become A major fxsue
for the Fhiladelphis Water Depariment {PWIDL In
total, unpaid water bills exceed $260 miliion, cou-
phed with 40 percent of custorners falling behind
on bill paymentsatany given tirme, Thishasunder-
mined water and sewer services and forced new
pricing strategies,

The dssue of water affordabilivy s especially

pronounced i Philadelphia, which ranks 22 0wt
of the top 50 large metropolitan arsas for water
hills, Philadelphin households” water and sewer
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bills have already increased 29 pervent since
2013, and anothey § percent increase 35 planned
for 2001 8. Further, ovey 30 percerst of Bouseholds
Faged a water shutoff at least oiwe since 2012,
With the civy’s poverty vate @ 26.4 percent, well
above the 13.5 percent national average, phicing
additional burdens on the lowest ibcomre rest
dents s unsustainable,

Attemptivg to address these issues, the City of
Philadeiphia has lannched a thered ascistance pro-
grara {UAPL an income-based water rate structure,
sraling the vy the fivst in the nation 1o establish
water rates based on fncome. The change stems
from Philadelphin City Council's establishment of
an Income-Tased Water Revenue Assistance
Program WRAP) in 2015, What makes the pro-
grarn unbjue is that B applies to a8 howseholds
waking lese than 150 percent of the poverty lineg,
without veguiving residents to £l behind on bills
o undergo a lengthy applivacions process befors
qualify for rate assistance.

The prograre vequires households making 0 to
58 prrcent of the poverty Hne to pay 2 percent of
monthly ncome for water, houscholds at 31 1o
100 pevcent of the poverty lne will pay 2.8 percent
of income for water, and a household between 101
ared 150 percent of the poverty line will pay 3 per-
ceny for water, The depariment estimates that

close 1o 60,000 customers will be eligible for the
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TAP prograns, up from the approximately 7,500
suevently envolied in the Water Revenns
Assistance Program (WRAPL Philadelphin’s new
wome-based pricing stracture follows the exans
pie of the energy sector, which huplemented
invome-bised yates {n Pennsylvania when the
industry was dereynbated inthe 19905

Broadly speaking, tered water priving struc
myes bave traditicnally been the most conunon
mechandsim evoployved by vtilivies and municipali-
ties to Himit thecost of critieal water supplies, while
charging premiuns for higher water usage {eg
swinming pools, Twn frfgation). Neverthelesg,
Bluefieid’s analysia shows that rate Increases sincs
2312 bave had agreater impact on low water vsers
B 46 of the top 5 largest water wtilitles in the
United States,

Nationally, water atiiities ave seeldng innova-
tive stvategies tovecoup water niility costs. Insome
eaves, ntilities ave shifting 1o higher Hxed mates to
protect urility revenues from consumption fne
tuations. Austin Water, for exammple, is moving
towards o structure thal relles on ldgher fixed
rates to smooth out utily vevenues Utilizing »
Hiferent innovative pricing wechantsm, the City
of Attanta has levied a 1 percent sakes tax that goes
rowards water, sewer, and stornIwater projects
instead of valsing ratesby 35 pevcent over the next
three vears. Meanwhile, the State of Californda iz in
the progess of designing 2 statewide program to
provide 2id to vesidents who need help paving
their water bills.

The effectiveness of Philadelphia’s new pric
ing model remiaing o be sesy, but it is clear that
rising costs and public pushback are forcing utili-
ties 1o move bevond traditional pricing practices
o keep pace.
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