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Presentation Topics

W̧hat drives water pricing

W̧hat should drive pricing

P̧ricing as conservation tool

¹Greensboro

¹Charlotte

¹OWASA

W̧ater pricing in North Carolina



What is the value of water?

ñEverything is worth what its purchaser will 

pay for it.ò

Publilius Sirius ~ 100 B.C.



Water price elasticity of demand

Data Source: Southwest Florida Water Management District, July 2005



Authority to set rates and fees

¸Part of authority to establish, manage and 

finance public enterprises

¹Counties G.S. 153A-276/277/284

¹Cities G.S. 160A-313/314/317

¸Part of specific authority or district

¹Water and Sewer Authorities  G.S. 162A-6 (9)

¹Sanitary Districts G.S. 130A-64

¹Metropolitan Water/Sewer Districts G.S. 162A-

49/162A-72



(a) A city may establish and revise from time to 

time schedules of rents, rates, fees, charges, 

and penalties for the use of or the services

furnished by any public enterprise. 

Schedules of rents, rates, fees, charges, and 

penalties may vary according to classes of 

service, and different schedules may be 

adopted for services provided outside the 

corporate limits of the city.

Municipal utilities: G.S. 160A-314



Constitutional and Common Law

Constraints on Rate-Setting

rate-setting for water and sewer services must conform to both 

common law utility principles and to the Equal Protection Clause 

of the U.S. Constitutioné 

Cities must charge rates, rents, fees, and charges that are (1) 

reasonably related to the value of the services either actually 

consumed or readily available for consumption (the 

reasonableness principle) and (2) roughly equal for similarly 

situated groups of consumers (the nondiscrimination principle).

From: Millonzi, K. M. Lawful Discrimination in Utility Ratemaking: Part 1. Local 

Finance Bulletin. UNC School of Government, No. 33. October 2006.



Full Cost Hierarchy

O̧perating expenditures

Ŗeactive maintenance

Çapital to serve new customers

M̧andated watershed/water quality 
protection

P̧roactive maintenance

A̧sset management/capital rehabilitation

Ņon-mandated watershed protection



Full cost pricing?

¸Operating Ratio:  OR = Op. Revenues

Op. Expenses



What drives pricing

Çost of service

Ştate law, Constitution and common law

P̧olitics

A̧ffordability

W̧ater supply / drought

Ŗound numbers



What should drive pricing

Çost of service

Ştate, Constitution and common laws

P̧olitics

A̧ffordability

W̧ater supply / drought

Ŗound numbers



Conservation Messages



What determines residential water 

use?

Slide source: Cummings & Walker, Georgia State University  


