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Agenda

• Cost of Service (COS) Study
─ COS Background

─ COS Process and Considerations

• System Capacity Charge (SCC) 
Update

• Next Steps
Mokelumne Aqueduct
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Mokelumne Aqueduct Water Quality Sampling

Crew in Field Clarifiers

Construction Freeport Intake



Workshop Objectives

• Review rate setting and COS processes 

• Discuss staff recommendations
─ Balance of fixed vs. variable water rates

─ Drought surcharge

─ Tiers for single-family residential

• Discuss wastewater rates considerations

• Discuss SCC changes
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COS Board Schedule

• December 2023 – Consultant Contract 
Approval

• April 2024 – COS Workshop

• October 2024 – Draft Rate Structure 
Workshop

• January 2025 – Biennial Budget/Rates 
Workshop #1

• March 2025 – Biennial Budget/Rates 
Workshop #2 

• April 2025 – Proposition 218 Noticing

• June 2025 – Rates Hearing
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Rates 
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Focus on 

COS 

details



COS Background

5



2025 COS Scope

• Water System “Proposition 218 Rates”

• Schedule A – Rate Schedule for Water Service

• Schedule L – Drought Surcharge

• Wastewater System “Proposition 218 Rates”

• Schedule A – Rates for Treatment Service

• Schedule B – Wet Weather Facilities Charge
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Propositions and Rates and Charges

• 1978 Proposition 13 established property tax rate 
limitations to 1% 

• 1996 Proposition 218 added procedural and 
substantive requirements for property-related fees
─ EBMUD conducts COS studies and complies with noticing 

requirements

• 2010 Proposition 26 reclassified agency fees and 
charges as taxes 
─ District rates and charges conform to listed exemptions
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Proposition 218 – Substantive Requirements

• Revenues cannot exceed cost of service 

• Revenues can only be used for providing service 

• Rates must be proportional to cost of service 

• Fees may only be imposed for service that is actually used or 
immediately available

• Fees may not be imposed for general governmental services

• The burden is on the agency to demonstrate compliance

8



EBMUD Existing Water 
System Rates

9



Water System Schedule A
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Portion of Bill $/month* Notes

Service Charge $32.70 
• Fixed portion of bill 

• Increases with meter size 

Flow Charge $41.79 

• Variable portion of bill

• One unit rate for Multi-Family Residential and All Other

• Three tiers for Single-Family Residential

Elevation Surcharge $0
• Surcharge on flow charge

• Recovers additional costs of pumping to elevation

Total $74.49

Service 
Charge
$218M
30%

Flow Charge
$486M
65% Elevation 

Surcharge
$39M
5%

* For average Single-Family Residential customer, 3/4" meter, 492 gallons/day consumption, FY 2024 rates. 

Fiscal Year (FY) 2025 Water Rates 

Revenue Projection in Millions ($M)



Customer Assistance Program (CAP)

• CAP funded through non-rate revenue
(not subsidized by Proposition 218 rates)

• Provides eligible low-income residential 
customers and homeless shelters a reduction 
on water and wastewater bill

─ 50% off water service and flow charges

(Up to max of 1,050 gallons/month per person)

─ 35% off wastewater service and flow charges

─ Additional 35% off for cities’ sewer collection charges 
(Oakland, Emeryville, and Berkeley)
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Water System COS Process
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The Rate Study Process
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Revenue Requirements

• Identify costs to be covered by rates

• Inputs include capital costs, operating costs, and 
financial policies (reserves, debt, etc.)

Cost Allocation by Customer Class

• Develop customer classes based on usage patterns

• Apportion costs to each class

Rate Design

• Generate rate design that meets agency objectives

• Supported by technical analysis 

How Much?

From Whom?

How to Collect?



Key COS Concepts – Water System

• COS Study supports the allocation of the total revenue 
requirement across or within customer classes

• Peak and maximum potential demands increase system costs

• Ratepayers within a customer class have similar consumption 
patterns

• Tiered rate structures can be used to account for increased 
costs of peak and maximum potential demands
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COS Study supports the allocation of the total revenue 
requirement across or within customer classes

Total revenue requirement 

by customer class

COS Input COS Output

Total revenue requirement 

by function/activity 

(ex. “distribution” or 

“treatment”)

Single-

family 

residential

Multi-

family

residential

All other
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Peak and maximum potential demands increase system costs
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© 2024 EAST BAY MUNICIPAL UTILITY DISTRICT

Ratepayers within a customer class have similar 
consumption patterns
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SFR* tiers can recover peak and maximum demand costs

Number of Tiers Agency

1

• Fresno

• Dublin San Ramon Services District

• Alameda County Water District

• Contra Costa Water District

2
• San Francisco

• Palo Alto

3

• San Jose

• East Bay Municipal Utility District

• Livermore

• Los Angeles Department of Water and Power

• Hayward

• North Marin

• Los Altos

4
• Marin Municipal Water District

• Pleasanton

*SFR – Single Family Residential



SFR tiered rate structures can be used to account for 
increased costs of peak and maximum potential demands

Current EBMUD SFR Tiered Rate Structure

• Tier 1: first 172 gallons per day
Represents average District-wide indoor water consumption 
based on winter use

• Tier 2: 172 – 393 gallons per day
Represents average District-wide outdoor water consumption 
based on summer use

• Tier 3: >393 gallons per day
Represents greater than average outdoor water consumption
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Water System Rates 
Considerations
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COS Rate Considerations

• Revenue stability

• Rate stability

• Affordability

• Customer understanding

• Administrative ease

• Conservation

• Drought management

Subject to 

Proposition 218
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Water System Rate Considerations

• Balance of fixed vs. variable rates

• Tiers for single-family residential

• Drought surcharges
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Balance of Fixed vs. Variable Rates

• 90+% of water system costs do not decrease if water sales decline

• ~30% of water system rate revenues from the Water Service 
Charge

• Higher fixed fees enhance revenue stability and moderate 
impacts of drought

• Lower fixed fees encourage conservation and require increased 
reserves

Recommendation: Consider changing proportion from fixed fee, 
subject to COS Study
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Three Tier Structure for Single-Family 
Residential Customer Class
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Objectives
Current 

3 Tier Structure

Affordability for Essential Use

Customer Understanding

Conservation

Usage

R
a
te

Recommendation: Retain three tier structure, subject to COS 
Study



Drought Surcharges

• Drought surcharge applies to the flow 
charge only

• Drought surcharge revenues can cover 
supplemental supplies, revenue loss, and 
other drought costs

• In 2021, District spent $10 million on 
supplemental supplies during Stage 1
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Recommendation: Add Stage 1 Drought Surcharge, subject to 
COS Study

Drought 

Stage

Maximum 

Drought 

Surcharge

1 0%

2 8%

3 20%

4 25%

Current Drought Surcharges



EBMUD Existing 
Wastewater System Rates
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Wastewater System Schedule A
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Portion of Bill $/month* Notes

Service Charge $8.56 
• Fixed portion of bill

• Same for all accounts

Flow Charge $9.30

• Variable portion of bill

• Capped at 220 gallons/day per residential unit      

(1 – 4 units)

Strength Charge
$8.92

• Composed of costs for Total Suspended Solids   

and Chemical Oxygen Demand

• Strength based on Business Classification Code

Total $26.98

* For average Single-Family Residential customer, 148 gallons/day consumption, FY 2024 rates. Total 

includes Pollution Prevention Fee ($0.20/month).   

Accounts for ~75% of wastewater rates revenue

Service 
Charge 
$16M
21%

Flow and 
Strength Charges 

$60M
79%

Calendar Year 2023 Schedule A 
Wastewater Revenues



Wastewater System Schedule B – Wet 
Weather Facilities Charge

• Accounts for ~25% 
of wastewater rates 
revenue (FY 2025: 
$36 million)

• Established 1987 

• Assessed on per 
parcel basis

• Collected on county 
property tax bill
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Wastewater System COS 
Process
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COS Study supports the Allocation of the Total 
Revenue Requirement among Billing Constituents 

Total revenue requirement 

by billing constituent

COS Input COS Output

Total revenue requirement 

by function/activity 

(ex. “secondary treatment” or 

“digestion”)

Strength

Flow

Service

Wet 

Weather
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Wastewater System Rates 
Considerations
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Wastewater System Rates Considerations

• Currently Wastewater is billed using 36 different rates based on 
assigned BCC strength

• Current rate structure has no separate Wet Weather Facilities 
Charge for condominiums

Recommendation: Explore simplifying commercial/ 
industrial strength billing

Recommendation: Explore feasibility of a separate Wet 
Weather Facilities Charge for condominiums
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Revenue Stability for Wastewater

• Revenues do not vary much 
year to year including during 
drought 

• Flow charge capped at ~220 
gallons per day
─ Limits seasonality of flow 

charge revenues

─ Cap level corresponds to 
maximum household 
wastewater discharge 0.0
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FY 2023 Wastewater Treatment Charges
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• Too early to consider potential 
future costs associated with 
nutrients/nitrogen  

• No known high nitrogen 
dischargers in wastewater 
service area

Nutrients and 2025 COS

Main Wastewater Treatment Plant, Oakland
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Next Steps for Cost of Service

• October 2024 – Draft Rate Structure Workshop

• January 2025 – Budget/Rates Workshop #1

• March 2025 – Budget/Rates Workshop #2 

• April 2025 – Proposition 218 noticing

• June 2025 – Rates Hearing

35

Biennial Budget/ 

Rates Adoption 

Process



Water System Capacity 
Charge (SCC) Update
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Consider Accessory Dwelling Unit (ADU) SCC

• Current practice based in 2021 SCC 
Study
― Exempt single-family ADUs are not assessed 

capacity charges

― Non-exempt single-family ADUs pay 
difference between SCC for existing meter 
and SCC for their new meter

― Multi-family ADUs are required to pay 
capacity charges based on square-footage of 
the ADU

• Minimum criteria for ADU SCC
― Meets requirements of Government Code 

Section 66013
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Image: California Department of Housing and Community 

Development 



FY 2025 Non-Proposition 218 Rates

Rate Adoption Schedule: 

• May 9 – “GM Rates Report”* mailed to Board

• May 14 – Board Meeting – Overview of Non-Proposition 218 Rates

• May 28 – Strategic Plan & FY 2025 Mid-Cycle Budget Workshop

• June 11 – Rates Hearing
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*Report and Recommendation of the General Manager Revisions to the Water and Wastewater System Schedule of Rates and 

Charges, Capacity Charges, and Other Fees Not Subject to Proposition 218, and Regulations for Fiscal Year 2025



© 2022 EAST BAY MUD MUNICIPAL UTILITY DISTRICT. CONFIDENTIAL. DO NOT

DISTRIBUTE.

Board and Public 
Comments
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