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EAST BAY MUNICIPAL UTILITY DISTRICT

DATE: May 6, 2021

MEMO TO: Board of Directors

FROM: Clifford C. Chan, General Managelc-C-C_

SUBJECT: Biennial Report and Recommendation of the General Manager Fiscal Years 2022

& 2023 Revisions to the Water and Wastewater System Schedule of Rates and
Charges, Capacity Charges and Other Fees

Every two years, the District develops a report with recommendations on revisions to the District’s
rates and charges for the water and wastewater systems that are subject to California Constitution
Article X111 D, Section 6 (commonly known as Proposition 218). The District’s proposed Fiscal
Years 2022 and 2023 (FY22 and FY23) water and wastewater system charges subject to Proposition
218 were presented to the Board along with the proposed FY22 and FY 23 operating and capital
budgets at the March 23, 2021 Budget Workshop No. 2. Prior to the workshop, the Board received a
draft copy of the Proposition 218 notice which, among other items, provides information about the
public hearing on the proposed revisions to the District’s water and wastewater system charges. The
public hearing is scheduled for June 8, 2021.

The attached report summarizes all proposed changes to rates and charges subject to Proposition
218 and other feesand charges not subject to Proposition 218. The proposed charges are designed to
meet Board policy goals and recover costs identified in the proposed FY22 and FY23 operating and
capital budgets. In preparation for the FY22 and FY 23 budget and rates determination, two Board
workshops were held this year (on January 26 and March 23) to discuss details of the proposed
budget, including staffing, capital projects, water sales projections, and rate sensitivities.

The District hired an independent rate consultant to perform a cost of service (COS) study for the
water system in 2015 and the wastewater system in 2019. The COS studies ensure charges are
appropriately and equitably established in compliance with California law, including Proposition
218. In addition, the District hired an independent rate consultant to perform a study of the System
Capacity Charge (SCC) that was completed in 2021. The proposed FY22 and FY23 rates, charges,
and fees incorporate the results of the COS studies and SCC Study as well as the increased revenue
required to address proposed FY22 and FY23 expenditures.

Recommended changes to rates, charges and fees for the water system are:
Water System Rates and Charges:
e Increase water charges (service, flow, elevation, and private fire service) 4.0 percent overall

for FY22 and an additional 4.0 percent overall for FY23. These increasessupport the
proposed FY22 and FY23 operating and capital expenses.
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e Maintain the staged system of Drought Surcharges developed in the District’s COS study as
a contingency plan in the event drought conditions worsen. The Drought Surcharge
percentage may be imposed on the potable Water Flow Charge when the Board declaresa
drought Stage 2, 3, or 4.

Other Water Fees and Charges:

e Implement proposed changes to Schedule C — Charges for Special Services. The changes
increase some of the charges in this schedule to reflect current costs.

e Implement proposed changes to Schedule D — Water Service Installation Charges, Schedule
E — Private Fire Service Installation Charges, Schedule F - Public Fire Hydrant Installation
Charges, and Schedule G — Water Main Extension Charges to reflect current costs.

e Implement changes to the SCC, Standard Participation Charge (SPC), and Water Demand
Mitigation Fees to reflect changes in District costs and the recommendations from the 2021
SCC Study which is discussed further below.

e Update the Recreation Use Fees and Public Records Act Fee Schedules for specific fee
changes.

e Modify Water Service Regulations Section 1 — Explanation of Terms Used in these
Regulations to update the references for Accessory Dwelling Units (ADU) and Junior
Accessory Dwelling Units (JADU).

e Modify Water Service Regulations Section 3 — Standard Service to clarify when individual
meters are required for each dwelling unit in a multi-family residential (MFR) and multi-unit
commercial structures.

e Modify Water Service Regulations Section 7 — Service Through Fire Hydrants to allow the
issuance of hydrant meter permits to applicants that provide water for domestic use for
individuals who are unhoused, unsheltered or experiencing homelessness.

e Modify Water Service Regulations Section 13 — Payment of Bills to clarify that interruption
or discontinuation of water service can be avoided by entering into a District payment
agreement and to modify the leak adjustment provision so that under certain conditions, an
additional leak adjustment may be approved beyond the current 50 percent leak adjustment
to the water charges for lost water during a customer leak.

e Modify Water Service Regulations Section 15 — Discontinuation of Service and create
Section 15A — Nonpayment of Bills by Single-Family Residential Customers to reflect the
District’s “alternative to water shutoff” approach approved by the Board in 2020.
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e Modify Water Service Regulations Section 17 — Change in Use and/or Size of Service to
include JADUs along with ADUs in the description of how SCCs are applied in accordance
with Government Code Sections65852.2 and 65852.22.

e Modify Water Service Regulations Section 31 — Water Efficiency Requirements to notify
applicants seeking water service for new MFR and multi-unit commercial structures of
EBMUD’s individual and submetering requirements.

e Edit Water Service Regulations Sections 3B, 3C, 4, 9, 13, 15, 19, 21, 24, 26, 28, 29, and 30
to replace pronouns with the reference to the original noun.

The proposed increases to rates and charges for the water system in FY22 and FY23 are lower than
the projections made in FY19 when the FY20 and FY21 biennial budget was adopted. At that time,
it was projected that water system charges in FY22 and FY23 would need to increase by 5.0 percent
each year. The proposed water system charges are lower than originally projected as a response to
the ongoing COVID pandemic and reflect net revenues in FY20 and projected revenues for FY21
over budgeted amounts.

District revenues depend on water usage. The proposed rate increases are based on assumptions of
water sales of 144 million gallons per day (MGD) for FY22 and 146 MGD for FY23. The
assumption of water sales for FY22 is a slight increase from the budgeted water sales for FY21, and
is the same water consumption that had been projected for FY22 and FY 23 at the time the FY20
and FY21 biennial budget was adopted. The District declared a Stage 1 drought on April 27, 2021.
If drought conditions persistinto FY22 or FY23, the District may experience water sales lower than
what is assumed in the FY22 and FY23 budget due to customer conservation and may incur
additional expenses to obtain and deliver supplemental supplies. Any shortfall in revenues and
additional expenses will be funded through a combination of operating revenues, reserves, and draw
down of the rate stabilization fund. If a Stage 2 or higher drought is declared, a shortfall in revenues
will also be funded from any drought surcharge that is imposed. The drought declaration is not
anticipated to affect the proposed rate increases of 4.0 percent in FY22 and 4.0 percentin FY23
because of the availability of these other revenue sourcesto fund drought related expenses.

Following the most recentdroughtin 2014 and 2015, the average residential water user consumes 8
hundred cubic feet (CCF) per month (about 200 gallons per day) down from 10 CCF in FY13 and
12 CCF in FY07. The average 8 CCF residential user will see an increase of $2.53 per month (4.0
percent) in FY22 from $63.47 to $66.00 and an increase of $2.66 per month (4.0 percent) in FY23
from $66.00to $68.66. The overall impact to individual customers will vary depending on their
actual water consumption.

As part of long-term financial stability efforts, the District maintains a staged system of Drought
Surcharges to recover water shortage-related costs, which was implemented during the Stage 4
Droughtin FY16. Under this staged system, the Drought Surcharge rises as the severity of the water
shortage increases (i.e., Stage 1 — 0 percent; Stage 2 — up to 8 percent; Stage 3 — up to 20 percent;
Stage 4 — up to 25 percent on the Water Flow Charge) reflecting District costs needed for response.
If the District declares a Stage 2 or greater drought during FY22 or FY23, these Drought Surcharge
percentages could be imposed. Before imposing the Drought Surcharge, the District will prepare an
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updated drought budget and develop and adopt exact Drought Surcharges based on the updated
COS study. Any Drought Surcharges imposed will be consistent with the existing staged system and
will not exceed the maximum percentages described in the COS study.

With respect to the water SCC, the Board directed staff to undertake an update of the SCC to
consider recent changes in customer water use, which is a key component in the determination of
the SCC. The results of the 2021 SCC Study were presented to the Board at workshopson
November 24, 2020 and March 23,2021, and the recommendations and updated methodology and
analysis from the study were used to calculate the proposed FY22 SCC. The SCC Study
incorporates the latest information available to the District including the District’s lower water use
trends, projections from the 2050 Demand Study, and updates to the value of the District’s water
system facilities. Using the methodology in the SCC Study, the SCC to recover the cost of capacity
attributable to new residential and nonresidential customers is lowered by approximately 30 percent
overall, although the percentage change in any given case will vary based on factors which may
include customer type, water needs, location within the service area, and unit size. In addition, the
SCC for MFR dwelling units is proposed to be separated into an over 500 square foot category and
a 500 square foot and under category because of the differences in water use per dwelling unit.

Recommended changes to rates, charges and fees for the wastewater system are:
Wastewater System Rate and Charges:

e Increase the wastewater treatment charges (service, flow, and strength) and the Wet Weather
Facilities Charges (WWFC) by 4.0 percent for FY22 and an additional 4.0 percent for FY23.
These increases support the District’s proposed FY22 and FY 23 operating and capital
expenditures.

e Retain the existing SF Bay Pollution Prevention Fee of $0.20 and $5.48 per month for
residential and non-residential customers, respectively.

Other Wastewater Fees and Charges:

¢ Increase the Wastewater Discharge Permit, Estimation Permit, and Limited Term Discharge
Permit Fees in Schedule C — Wastewater Department Industrial Permit Fees for FY22 and
FY23 to reflect District costs.

¢ Increase the Monitoring Fee, Violation Follow-Up Fees, and Private Sewer Later
Compliance Fees in Schedule D — Wastewater Department Other Fees for FY22 and FY23
to reflect current costs.

e Update the Laboratory Test Charges in Schedule E — Wastewater Department Testing Fees
to remove unnecessary tests and edit names of tests and method references.

e Increase the FY22 and FY23 fees and rates for the Resource Recovery Material Treatment
in Schedule F— Wastewater Department Rates for Resource Recovery Material Treatment to
reflectincreased costs.
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e Implementincreases and changes to the Wastewater Capacity Fee (WCF) in Schedule G -
Wastewater Department Capacity Fees to reflect changes in District costs and the
recommendations from the 2021 SCC Study for changes to the MFR WCF.

e Increase the FY22 fee for review, coordination and construction inspection for connections
made to the interceptors in Schedule H — Wastewater Department Wastewater Interceptor
Connection Review, Coordination, and Inspection Fee to reflect current costs.

The proposed wastewater system increases are consistent with the projections made in FY19, when
the FY20 and FY21 biennial budget was adopted. At that time, it was projected that wastewater
system charges in FY22 and FY23 would needto increase by 4.0 percentand 4.0 percent,
respectively. The wastewater system rates and charges increases for FY22 and FY23 are consistent
with the levels projected for these years, largely as a result of operating cost savings and higher cash
reserves due to actual revenues in FY20 and projected revenues for FY21 exceeding budgeted
amounts.

With the proposed FY22 and FY 23 changes to the wastewater system charges, revenue collected
from all wastewater system charges would increase by 4.0 percentin FY22 and an additional 4.0
percentin FY23. The impact of the proposed changes to the FY22 and FY 23 wastewater system
charges on customer bills will depend on the type of customer and the volume of wastewater
discharge.

For the typical single-family residential homeowner who pays both the wastewater treatment
charges collected on the water bill and the Wet Weather Facilities Charge collected on the property
tax bill, the total proposed increase for wastewater system charges is 3.9 percentfor FY22 and 4.1
percent for FY23. The changes to the FY22 wastewater service charges result in an increase of
$0.89 per month from $23.02 to $23.91 (3.9 percent) on the monthly wastewater charge collected
on the water bill for the average residential customer. For FY23, the bill would increase $0.98 per
month from $23.91 to $24.89 (4.1 percent). However, the overall impact to individual customers
will vary depending on their actual water consumption. The wastewater service charges collected on
the water bill include the San Francisco Bay Pollution Prevention monthly fee, which remains at
$0.20 per month for FY22 and FY23 for residential customers. In addition to the wastewater
charges collected on the water bill, wastewater customers also pay a Wet Weather Facilities Charge
via their property tax bill that varies with individual lot size. The annual Wet Weather Facilities
Charge is proposed to increase 4.0 percentto $120.34in FY22, and increase 4.0 percent to $125.16
in FY23 for the typical residential customer.

For the FY22 WCF, the facility costs were increased for inflation which increases the WCF
approximately 2 percent overall. To be consistent with the recommended MFR SCC, the WCF is
proposed to be updated to reflect two categories of MFR dwelling unit size — an over 500 square
foot category and a 500 square foot and under category based on differences in water use in these
dwelling unit sizes.

In compliance with Proposition 218, which established specific rules for implementing new or
adjusting existing rates, the District will hold a public hearing on June 8, 2021 to consider the
adoption of the charges. The Proposition 218 notice for the June 8, 2021 public hearing was sent by
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mail to the record owners of parcels upon which the proposed charges will be imposed and tenants
directly responsible for the payment of the proposed charges (i.e., account holders who are not
property owners) at least 45 days prior to the scheduled public hearing.

Any owner of record and any customer directly liable to the District for water and/or wastewater
charges may submit a written protest to the proposed increased water and wastewater system
charges; however, only one written protest will be counted per identified parcel. Any written protest
must: (1) state the specific service charge increase (water and/or wastewater) for which the protest
is being submitted; (2) provide the location of the identified parcel (by customer account number,
street address, or assessor’s parcel number); and (3) include the name and signature of the property
owner or tenant submitting the protest. Written protests against the proposed increases may be
personally delivered to the District, submitted at the hearing, or mailed to the District. Protests
submitted by fax, email, or other electronic means, will not be counted. To be tabulated, however,
any written notice must be received by the District prior to the close of the public hearing. If a
majority of the affected parcel owners or customers submit written protests, the proposed increases
may not be imposed.

The proposed rates and charges for the water and wastewater systems are recommended to be
effective on bills issued on or after July 1, 2021 for FY22, and on or after July 1, 2022 for FY23.
The customer billing system will prorate bills for water and wastewater rate increases that occur
during the billing cycle. All other proposed changes to the other fees and charges for the water and
wastewater systems will be effective July 1, 2021. The proposed changes to the Recreation Use
Fees are effective January 1, 2022 for the 2022 increases to coincide with the recreation season.

CCC:SDS:rcl
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Water System Rates, Charges and Fees EBMUD FY22 & FY23 Rates and Charges

Chapter 1 — Water System Rates, Charges and Fees

INTRODUCTION

The District updates the water system’s rates, charges, and fees biennially in conjunction with the
development of its biennial budget. The charges are designed to recover costs identified in the
proposed operating and capital budgets and to meet Board policy goals. The District’s water system
rates and charges include a Water Service Charge, which is a fixed charge to the ratepayer that
does not change regardless of water use, and a Water Flow Charge, which is a variable charge that
rises and falls depending upon the level of water used (also known as a consumption or volumetric
charge). In addition to the Water Service Charge and the Water Flow Charge, the District's water
system rates and charges levied under specified circumstances include a water Elevation
Surcharge, a Private Fire Service Charge, and Nonpotable/Recycled water charges, as well as a
system of Drought Surcharges. The District completed a cost of service (COS) study in FY15 to
ensure that all of the District's rates and charges for the water system are appropriately and
equitably established, and consistent with California law including Proposition 218. The proposed
overall increase to the water system’s rates and charges is 4.0 percent for FY22 and 4.0 percent for
FY23; however, the overall impact to individual customers will vary depending on their actual water
consumption. lllustrations of the varying impacts are presented below for FY22 and FY23.

Details of the COS analysis and the FY22 and FY23 calculations are contained in the District's April
2015 COS study and the updated COS analysis for FY22 and FY23 (see Appendix A). They are
also addressed in the General Manager’s March 18, 2021 memorandum to the Board which
discusses the proposed FY22 and FY23 water system rates and charges that are subject to
Proposition 218.

The District declared a Stage 1 drought on April 27, 2021 and approved the purchase of
supplemental supplies. The District may experience water sales lower than what is assumed in the
FY22 and FY23 budget due to customer conservation and may incur additional expenses to obtain
and deliver supplemental supplies. Any shortfall in revenues and additional expenses will be funded
through a combination of operating revenues, reserves and draw down of the rate stabilization fund.
If a Stage 2 or higher drought is declared, a shortfall in revenues will also be funded from any
drought surcharge that is imposed. The drought declaration is not anticipated to affect the proposed
rate increases of 4.0 percent in FY22 and 4.0 percent in FY23 because of the availability of these
other revenue sources to fund the drought-related expenses. The Drought Surcharge percentages
that were developed in the 2015 COS study and adopted for FY16 and FY17 remain available. Prior
to implementing any drought surcharge in FY22 or FY23, the District will prepare an updated
drought budget and develop and implement Drought Surcharges and adopt exact Drought
Surcharges based on an updated COS study. Any Drought Surcharges that are imposed will be
consistent with the FY16 staged system of Drought Surcharges and will not exceed the maximum
percentages described in the COS study and in the notice of public hearing.

The proposed rates and charges for the water system will be effective on bills issued on or after
July 1, 2021 for FY22, and on or after July 1, 2022 for FY23.

1-1
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RECOMMENDATIONS

The recommendations in this section cover the rates and charges for the water system, including

the

Water Service Charge, Water Flow Charge (consumption), Drought Surcharges, Elevation

Surcharge, Private Fire Service Charge and fees and charges related to the installation of water
and private fire service and other ancillary charges.

Recommended changes to rates, charges, fees, and water service regulations for the water system
are:

1-2

Water System Rates and Charges Subject to Proposition 218:

e Increase water charges (service, flow, elevation and private fire service charges) set forth in
Schedule A — Rate Schedule for Water Service by 4.0 percent for FY22 and an additional
4.0 percent for FY23. These increases support the projected FY22 and FY23 operating and
capital expenditures.

o Adopt the FY22 and FY23 water system rates and charges as shown in Water System
Schedule A — Rate Schedule for Water Service (see Chapter 5).

¢ Retain Drought Surcharges set forth in Schedule L — Drought Surcharge Rate Schedule for
Water Service in the event of a Stage 2 or greater drought declaration in FY22 or FY23.

Water Fees, Charges and Service Regulations Not Subject to Proposition 218:

¢ Implement proposed changes to Water System Schedule C — Charges for Special Services.
The changes would increase some of the charges in this schedule to reflect current costs.

¢ Implement proposed changes to Schedule D — Water Service Installation Charges,
Schedule E — Private Fire Service Installation Charges, Schedule F — Public Fire Hydrant
Installation Charges, and Schedule G — Water Main Extension Charges.

e Update specified components of the Recreation Use Fees and Public Records Act Fee
Schedules to reflect current costs.

¢ Modify Water Service Regulations Section 1 — Explanation of Terms Used in these
Regulations to simplify the references for Accessory Dwelling Units (ADU) and Junior
Accessory Dwelling Units (JADU).

¢ Modify Water Service Regulations Section 3 — Standard Service to clarify when individual
meters are required for each dwelling unit in a multi-family residential (MFR) and multi-unit
commercial structures.

¢ Modify Water Service Regulations Section 7 — Service Through Fire Hydrants to allow the
issuance of hydrant meter permits to applicants that provide water for domestic use for
individuals who are unhoused, unsheltered or experiencing homelessness.
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¢ Modify Water Service Regulations Section 13 — Payment of Bills to clarify that interruption or
discontinuation of water service can be avoided by entering into a District payment
agreement and to modify the leak adjustment provision so under certain conditions an
additional leak adjustment may be approved beyond the current 50 percent leak adjustment
to the water charges for lost water during a customer leak.

o Modify Water Service Regulations Section 15 — Discontinuation of Service and create
Section 15A — Nonpayment of Bills by Single-Family Residential Customers to reflect the
District's “alternative to water shutoff’” approach approved by the Board in 2020.

o Modify Water Service Regulations Section 17 — Change in Use and/or Size of Service to

include JADUs along with ADUs in the description of how SCCs are applied in accordance
with Government Code Sections 65852.2 and 65852.22.

e Modify Water Service Regulations Section 31 — Water Efficiency Requirements to notify
applicants seeking water service for new MFR and multi-unit commercial structures of
EBMUD’s individual and submetering requirements.

o Edit Water Service Regulations Sections 3B, 3C, 4, 9, 13, 15, 19, 21, 24, 26, 28, 29, and 30
to replace pronouns with the reference to original noun.

DISCUSSION
Water System Rates and Charges

Increase rates and charges for the water system by 4.0 percent in FY22 and 4.0 percent in FY23.

The purpose of the rates and charges for the water system is to recover costs in the District's
operating and capital budgets for the water system and to meet the Board’s policy goals. The
proposed increases address the District’s needs as presented in its proposed biennial budget for
FY22 and FY23. Details of the proposed increases to the individual components of the water
system rates and charges are shown below under Water System Cost of Service and FY22 and
FY23 Proposed Charges. Details of the FY22 and FY23 budget objectives, operating budget,
capital expenses, and debt expenses are available in the FY22 and FY23 Proposed Biennial
Budget and Capital Project Summaries.

The proposed increases in water system rates and charges set forth in Schedule A — Rate
Schedule for Water Service for FY22 and FY23 are lower than the projections made in FY19, when
the FY20 and FY21 biennial budget was adopted. At that time, it was projected that water system
rates and charges in FY22 and FY23 would need to increase by 5.0 percent each year. The
proposed water system rates and charges are lower than originally projected two years ago due to
actual revenues in FY20 and projected revenues for FY21 exceeding budgeted amounts, which
reduced the amount of debt issued to fund the capital program.

District revenues are in large part dependent upon water usage which is projected to be about the
same as the prior projections for water usage in FY21. The proposed charges are based on the
assumption that water consumption will be 144 million gallons per day (MGD) in FY22 and 146
MGD in FY23. The District declared a Stage 1 drought on April 27, 2021 and approved the
purchase of supplemental supplies. If drought conditions persist into FY22 or FY23, the District may
experience water sales lower than what is assumed in the FY22 and FY23 budget due to customer
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conservation and may incur additional expenses to obtain and deliver supplemental supplies. Any
shortfall in revenues and additional expenses will be funded through a combination of operating
revenues, reserves and draw down of the rate stabilization fund. If a Stage 2 or higher drought is
declared, a shortfall in revenues will also be funded any drought surcharge that is imposed. The
drought declaration is not anticipated to affect the proposed rate increases of 4.0 percent in FY22
and 4.0 percent in FY23 because of the availability of these other revenue sources to fund the
drought related expenses.

Based on projected water consumption, rates and charges for the water system need to increase by
4.0 percent in FY22 and an additional 4.0 percent in FY23 to cover the expenditures identified in the
proposed FY22 and FY23 operating and capital budgets, and to meet Board policy goals. Table 1
below illustrates the amount of revenue needed from the FY22 and FY23 increases in water system
rates and charges to fund FY22 and FY23 expenditures. Between FY21 and FY23, operation and
maintenance (O&M), debt service, and capital expenses are budgeted to increase to varying
degrees. In total, expenses in FY23 are projected to be $928.3 million. The District can access a
variety of non-water system revenues, such as property taxes, lease revenues, water system
reserves, and bond proceeds to pay for O&M and capital expenses. These revenues are projected
to cover $288.3 million of expenditures in FY23, leaving $640.0 million to be paid for from revenues
from the rates and charges of the water system. FY21 water system rates and charges are
projected to generate $592.8 million of the necessary $640.0 million, leaving $47.2 million, or 8.0
percent, of incremental expenditures to be addressed from increases in water system rates and
charges. This 8.0 percent increase is proposed to be distributed over two years, with a 4.0 percent
increase in FY22 and a 4.0 percent increase in FY23.

Table 1 - Revenue Shortfalls (In Million$) Addressed Through Rate Increase

| FY21 | FY23 | 2-YrA

Revenue Requirement

+ O&M expense $315.4 | $328.7 4.2%
+ Debt service expense 217.7| 2224 2.2%
+ Capital expense 3855 | 377.2 -2.2%

Total expenses = | 918.6 | 928.3 1.0%
- Other revenues -336.1 | -288.3 | -14.2%

Revenue requirement = | $582.5 | $640.0 9.8%

Revenue Adjustment

+ Revenue requirement $640.0
- Revenue from existing rates -592.8

Difference = $47.2
Tot_al Rate Revenue Requirement 8.0%
Adjustment

The details of the FY22 and FY23 budget objectives, operating budget, capital expenses, and debt
expenses are contained in the FY22 and FY23 Proposed Biennial Budget and Capital Project
Summaries. The proposed operating and capital budgets, combined with the decreased water
consumption projections, contribute to the increased FY22 and FY23 water system'’s rates and
charges in roughly the following proportions:
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e Capital — increases in rate-funded capital and debt service drive approximately 60 percent of
the additional revenue required in FY22 and FY23.

e Operating — increases in labor and benefits, a limited number of additional funded positions,
increases in hon-labor expenses, and reductions in non-rate revenues drive approximately
40 percent of the additional revenue required in FY22 and FY23.

Retain the Drought Surcharge percentages calculated in the COS and implemented in FY16 as a
contingency in the event of a water shortage in FY22 or FY23.

As part of long-term financial stability efforts, the District maintains a staged system of Drought
Surcharges to recover water shortage related costs, including, without limitation, reduced revenues
due to mandatory conservation, increased rates for purchased water, administrative costs, and
penalties or fines for consumption of water over state-mandated limits. Under this staged system of
Drought Surcharges, the Drought Surcharge rises as the severity of the water shortage increases.
The Drought Surcharge percentages that were developed in the 2015 COS study and adopted and
implemented for FY16 will remain available in the event of a Stage 2 or greater drought.

In its 2015 COS study, the District developed a detailed COS analysis to calculate the Drought
Surcharges for the District's drought stages. The 2015 COS study calculated Drought Surcharges
that would address the financial aspects of a limited or restricted water supply situation for each
drought stage. The revenue requirement for each drought stage was developed and a Drought
Surcharge was calculated to recover the revenue requirement based on the decreased water sales,
costs of supplemental supply and increased customer service related costs during a drought. The
District's COS study calculated Drought Surcharge percentages of up to 8 percent, 20 percent, and
25 percent to be assessed on the potable Water Flow Charge in each billing period during Drought
Stages 2, 3 and 4, respectively. In the FY16 and FY17 budget, the Board adopted the staged
system of Drought Surcharges to recover water shortage-related costs. After declaring a Stage 4
drought, the District implemented a 25 percent Drought Surcharge on the potable Water Flow
Charge for FY16 water bills. After the Board declared an end to the shortage emergency, the 25
percent Drought Surcharge was terminated at the start of FY17.

The District’s Drought Surcharges are set forth in Schedule L — Drought Surcharge Rate Schedule
for Water Service (see Chapter 5). Prior to implementing Drought Surcharges, the District will
prepare an updated drought budget and develop and adopt exact Drought Surcharges based on the
COS study. Any Drought Surcharges imposed will be consistent with the existing staged system
and will not exceed the maximum Drought Surcharge percentages listed in Schedule L. The
District’'s Proposition 218 notice for FY22 and FY23 includes information regarding these
surcharges so that they remain available to the Board to implement in the event the District is in a
Stage 2 or greater drought.

Water System Cost of Service Study and Proposed FY22 and FY23 Rates and Charges

State law and District policy require the District’s rates and charges be based on COS and that they
be proportional to the cost of providing service on a parcel basis. A COS study allocates operating
and capital costs to customer classes based both on customer class usage characteristics and on
facility design and operations. This nexus between usage and cost forms the financial and legal
basis for setting utility rates and charges. Over time, both customer usage characteristics and costs
can change and a COS study helps reconcile these changes with revenues under existing rates
and charges. COS studies often result in recommended modifications to existing rates and charges.
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The District retained Raftelis Financial Consultants (RFC) to perform COS studies for the water
system rates and charges, including a study of the proposed drought rate structure. The RFC study
was completed in FY15 and indicated that the District’s water system rates and charges are
consistent with Proposition 218’s cost of service requirements. The RFC study also recommended
certain adjustments to the rates and charges, which have been incorporated into the proposed
FY22 and FY23 water system rates and charges. For FY22 and FY23, the District updated the
original COS study for the proposed and projected FY22 and FY23 expenditures, revenues, and
water sales (see Appendix A). The adjustments ensure the rates and charges for the water system
represent the District’s current costs of providing water service and allocate such costs
proportionally to customers. The District’s established and proposed rates for water service do not
exceed the proportional cost of providing water service on a parcel basis at each given level of
usage.

Based on the rate models from the District's COS studies, water system rates and charges have
five customer classes: single-family residential, multi-family residential, all other (including non-
residential, commercial, and industrial), private fire service, and nonpotable/recycled. Together, the
rates and charges of the water system are structured to proportionately recover the costs of
providing water service among the various customer classes. The District’s rates and charges for
the water system have five components: a Water Flow Charge, a Water Service Charge, an
Elevation Surcharge, a Private Fire Service Charge, and a Drought Surcharge.

The Water Flow Charge is charged to all customers based on customer class and recovers a
portion of the District’s fixed costs as well as the variable costs associated with provision of water.
The Water Flow Charge is imposed per unit of water consumed per month, with each unit of water
equaling 748 gallons. The Water Service Charge is a fixed charge upon all water customers, based
on the size of the meter serving the property, and recovers the remaining portion of the District's
fixed costs. The Elevation Surcharge applies only to properties within designated geographic
pressure zones and recovers the increased costs of pumping water to such areas. The Private Fire
Service Charge applies only to properties with a private fire service connection and is charged
based on the size of the private fire connection serving the property to pay for the costs of
maintaining adequate water pressure to serve the private fire service connection. Finally, the
Drought Surcharge is imposed upon the Board’s declaration of a Stage 2, 3, or 4 drought, and
recovers the increased costs associated with providing water under water shortage conditions.

Proposed FY22 and FY23 Water System Rates and Charges Subject to Proposition 218

Overall, the rates and charges for the water system are proposed to increase by 4.0 percent in
FY22 and an additional 4.0 percent in FY23. Individual charges are rounded to the nearest whole
cent after the increases are applied to the current charges. The impact on a customer’s water bill of
the proposed increases will differ slightly for each customer class and for individual customers
within each customer class depending on water use and meter size. Tables 2 through 6 illustrate
the impact of the proposed increases on specific charges for various categories of users. All these
tables incorporate the proposed increases consistent with the COS study.

Table 2 illustrates the rates for various single-family residential customers in FY21, FY22 and FY23
at varying levels of usage. The bottom row of the table shows the impact of the increases on the
average single-family residential customer. Note that the average customer is now using about 8
CCF per month, down from the previous historic average use of 10 CCF per month. The monthly
water bill for FY21 based on the average use for single-family residential customers is $63.47 and
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would rise to $66.00 in FY22, an increase of $2.53 or 4.0 percent. In FY23 the monthly water bill
would rise to $68.66, an additional increase of $2.66 or 4.0 percent.

The table shows the water bill impact from the proposed increases based on differing levels of
usage. The user in the 25™ percentile is among the lowest users of water at 4 CCF per month; only
25 percent of ratepayers use less. Users in the 50" percentile are the median users at 6 CCF of
water; half of ratepayers use more and half use less. Ratepayers in the 75" percentile use 10 CCF
of water per month; three quarters of ratepayers use less. Finally, ratepayers in the 95" percentile
use 24 CCF per month; 95 percent of ratepayers use less. Monthly bills in FY22 for the range of
usage shown below range from $46.66 to $178.88 and reflect a 4.0 percent increase from the
corresponding monthly bill in FY21. Monthly bills in FY23 range from $48.54 to $186.02 and reflect
an increase of 4.0 percent over FY22 monthly bills. Exhibit 1 shows a comparison of the proposed
FY22 annual water bill for a typical EBMUD single-family residential customer using 8 CCF per
month with the water bill for other local water agencies.

Table 2 - Single-Family Residential Customer Monthly Water Bill Impacts — Including
Proposed Water Service and Flow Charges

Single-Family Residential Water Charges on Water Bill
Use Increase Percent Increase Percent
(CCF) FY21 Bill | FY22 Bill from Change FY23 Bill from Change
FY21 9 FY22 9
25™ Percentile 4 $44.87 $46.66 $1.79 4.0% $48.54 $1.88 4.0%
th i
. . . . . 0 . . . 0
f’r?]e dF:ae;CS;g)le 6 | $5337 | $5550 | $2.13 | 4.0% | $57.74 | $2.24 | A4.0%
75t Percentile 10 | $75.17 | $78.16 | $2.99 | 4.0% | $81.30 | $3.14 | 4.0%
95t Percentile 24 | $172.03 | $178.88 | $6.85 | 4.0% | $186.02 | $7.14 | 4.0%
QZ‘Z{S‘S&;}”&L‘? amily 8 $63.47 | $66.00 | $2.53 40% | $68.66 | $2.66 | 4.0%

*8 CCF/month represents recent average single-family residential use. Previous comparisons used 10 CCF/mo, which
represented historic average single-family residential use prior to recent drought conditions.

Table 3 illustrates the FY22 and FY23 monthly bill impact due to increases for multi-family

residential and other customers based on the size of the customer’s water meter and monthly water
usage in CCF.
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Table 3 - Other Customer Monthly Water Bill Impacts — Includes Proposed Water Service and
Flow Charges

Multi-Family Residential and Non-Residential Water Charges on Water Bill
Increase
Meter Use . . Increase Percent . Percent
(Inches) | (CCF) Fy21 Bill Fy22 Bil from FY21 | Change Fy23 Bill fFr$2n12 Change
Multi-Family
Residential
4 dwelling 1 25 $192.35 $200.03 $7.68 4.0% $208.03 $8.00 4.0%
units
Multi-Family
Residential
5+dwelling 1 50 $342.60 $356.28 $13.68 4.0% $370.53 $14.25 4.0%
units
Commercial 1 50 $341.10 $354.78 $13.68 4.0% $369.03 $14.25 4.0%
Industrial 2 500 $3,110.35 $3,235.16 $124.81 4.0% $3,365.17 $130.01 4.0%

Table 4 illustrates the FY22 and FY23 monthly Water Service and Private Fire Service Charges by
meter size. Table 5 illustrates the Proposed Flow Charge and Elevation Surcharge.

Table 4 - Proposed Monthly Water Service Charges (Meter Size) and Private Fire Service
Charges ($/Meter Size)

Monthly Water Service and Private Fire Service Charges on Water Bill
Percent Percent
FY21 FY22 Change FY23 Change
Private Fire Service Charge
4" $144.67 $150.46 4.0% $156.48 4.0%
6" $282.80 $294.11 4.0% $305.87 4.0%
8" $448.55 $466.49 4.0% $485.15 4.0%
Water Service Charge
Single-Family 5/8" &
Residential 3/4" $27.87 $28.98 4.0% $30.14 4.0%
Multi-Family
Residential 2" $120.35 $125.16 4.0% $130.17 4.0%
All Other 4" $362.25 | $376.74 4.0% $391.81 4.0%
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Table 5 - Proposed Monthly Water Flow Charge (Volume) and Elevation Surcharge ($/CCF)

Water Flow and Elevation Charges on Monthly Water Bill

Flow Charges ($/CCF) FY21 | Fy22 Eﬁ:ne;et FY23 Eﬁ;cne;et
Single-Family Residential

Tier 1 up to 7 CCF $4.25 $4.42 4.0% $4.60 4.1%

Tier 2 over 7 and up to 16 CCF $5.85 $6.08 3.9% $6.32 3.9%

Tier 3 over 16 CCF $7.72 $8.03 4.0% $8.35 4.0%
Multi-Family Residential $6.01 $6.25 4.0% $6.50 4.0%
All other accounts (commercial/industrial) $5.98 $6.22 4.0% $6.47 4.0%
Nonpotable/Recycled Water $4.66 $4.85 4.1% $5.04 3.9%
Elevation Surcharge* ($/CCF)

Pressure Zone 1 $0.00 $0.00 0.0% $0.00 0.0%

Pressure Zone 2 $0.86 $0.89 3.5% $0.93 4.5%

Pressure Zone 3 $1.79 $1.86 3.9% $1.93 3.8%

*Elevation Surcharge is assessed to certain customers based on location. The Elevation Surcharge is applied
to each unit of water delivered to properties in some pressure zones and is calculated to recover the increased
cost of power and facility costs required to pump water to locations 200 feet or more above sea level.

Drought Surcharges

Table 6 below shows the current Drought Surcharge percentages on potable Water Flow Charges,
as set forth in Schedule L — Drought Surcharge Rate Schedule for Water Service (see Chapter 5).
The Drought Surcharge percentages are applied to each of the potable Water Flow Charges
including the three single-family residential tiers, multi-family, and all other Flow Charges. The
Drought Surcharge percentages for each of the four drought stages are independent of each other;
the percentage surcharges are not additive to each other. The Drought Surcharge does not apply to
the Elevation Surcharge or Nonpotable/Recycle Water Flow Charge.

Table 6 - Drought Surcharge Percentages on Potable Water Flow Charges

Maximum Applicable Drought
Surcharge Percentage in 4 Stages

1 2 3 4
All potable water flow charges 0% 8% 20% 25%

If a Stage 2 or higher drought is declared, prior to implementing Drought Surcharges, the District
will update the drought related costs and develop and adopt surcharges consistent with the COS
study, not to exceed the Drought Surcharge percentages listed above. The District's Proposition
218 notice for FY22 and FY23 includes information regarding these Drought Surcharges that
remain available as a contingency plan.
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RECOMMENDED REVISIONS TO OTHER WATER SYSTEM FEES AND CHARGES NOT
SUBJECT TO PROPOSITION 218

In addition to the changes in the water system rates and charges described above, this report
recommends revisions to other District water system fees and charges. These fees and charges are
not subject to the requirements of Proposition 218. However, to the extent they are subject to
Proposition 26, they are in full compliance with its requirements. Proposition 26 governs local
government rates and charges, and provides that any levy, charge, or exaction of any kind that is
imposed by a local government is a “tax” requiring voter approval, unless it fits within one or more of
its seven stated exceptions. If a rate/charge is subject to Proposition 26 and does not fall within an
exception to its “tax” definition, then it will be deemed a tax that is subject to voter approval.

The District periodically reviews the fees and charges in the Schedules of Water System Charges to
ensure that the fees and charges are consistent with legal requirements and reflect updated costs.
Copies of the fees and charges recommended for revisions are shown under Chapter 5 of this
report. For FY22, the following schedules of fees and charges are recommended to be updated to
reflect the District’s increased costs, including those related to salaries and benefits:

Schedule C — Charges for Special Services

Schedule D — Water Service Installation Charges
Schedule E — Private Fire Service Installation Charges
Schedule F — Public Fire Hydrant Installation Charges
Schedule G — Water Main Extension Charges

Public Records Act Fee Schedule

Recreation Use Fees

Schedule C — Charges for Special Services

Schedule C contains the charges for special customer services such as the meter testing program,
backflow prevention program, lien program, public hydrant meters, and service interruptions. After a
detailed review of the District’s costs to provide each of these services, the following recommended
changes are proposed for FY22.

Meter Testing Charges

The District is responsible for the maintenance and replacement of all water meters and recovers
those costs through the monthly Water Service Charge. When the District suspects or determines a
water meter is not functioning properly, the District tests and/or replaces the malfunctioning meter.
When a meter is tested at the sole request of the customer, the District bills the customer a Meter
Testing Charge based on the size of the meter to recover the cost of performing this work. If the
meter is found to be over-registering water consumption, the Meter Testing Charge is refunded. For
FY22, the Meter Testing Charges are proposed to increase between 2.8 percent and 4.3 percent
depending on the meter size to reflect the District's current costs for providing this service.

Service Trip Charge
The Service Trip Charge will remain at $50 in FY22, and the after-hours Service Trip Charge will

remain at $71 for FY22. The list of tasks that trigger a Service Trip Charge has been updated to
reflect current customer account management practices.
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Service Interruption Charges

When a customer’s bills remain unpaid, the District has an extensive process to work with the
customer to collect the unpaid bills, including offering the Customer Assistance Program to
qualifying low-income customers, and/or establishing and maintaining payment arrangements. The
District has adopted a flow restrictor program as an alternative to shutoff for single-family residential
customers for instances when the unpaid bills remain outstanding after continual effort by the
District to work out payment arrangements with the customer. For non-residential customers with
delinquent bills, the District discontinues water service after an extensive notification process and
works with the customer to make payment arrangements. To begin the water service
discontinuation process, field services staff visits the service address to notify the customer of the
shutoff unless a payment is made within seven business days of the mailed 48-hour noticel. This
field visit triggers a Service Interruption Charge which is $50, reflecting District costs. If the
customer pays the outstanding water charges including the Service Interruption Charge or makes
arrangements for a payment plan within three days, their water service will not be shut off. If no
payment or payment plan is made within three days, the water service is shut off at the meter. After
the customer pays the delinquent charges owed to the District, another Service Interruption Charge
of $50 for service restoration is assessed to restore the service. If the customer requests service be
restored after normal business hours, a higher after-hours Service Interruption Charge is assessed
instead of the normal Service Interruption Charge to reflect the District’s increased costs for
providing this service after hours. The after-hours Service Interruption Charge will remain at $71 for
FY22. If it is determined that the customer tampered with the water meter after the District has shut
off water service, an S-Lock will be placed over the meter at an additional charge. The S-Lock
charge is proposed to increase from $64 to $65 for FY22. If the customer is determined to have
tampered with the S-Lock, the meter will be plugged at a proposed FY22 Plug Service Interruption
Charge of $442, an increase from the current charge of $436 to reflect updated labor charges?.

Lien Program Fees

The Lien Program Fees have been amended to reflect the District’s staff costs and the fees
charged to the District by Alameda and Contra Costa Counties to record and remove the liens. The
changes to the lien fees proposed for FY22 will range from a reduction of 13.8 percent to an
increase of 7.4 percent depending on the specific fee.

Wasteful Use Charge and Wasteful Use Flow-Restrictor Installation Charges

If the District suspects that a customer is using water in a wasteful manner, District staff contacts
the customer and investigates the customer’s water use. If it is determined that the customer is
violating the District’'s Water Service Regulations on water waste (Section 29), a Wasteful Use
Charge will be charged to recover the cost of monitoring the customer’s ongoing water use. The

1 Effective March 12, 2020, the District has suspended water service discontinuations due to non-payment in
response to COVID-19. The District’s action was prompted by the need for clean water to help fight the
spread of COVID-19 and the well-being of our community during this crisis. Subsequently, the Governor
issued an Executive Order on April 2, 2020 halting water service discontinuations due to non-payment while
the state is responding to COVID-19. The District will resume water service discontinuations for non-
residential customers due to non-payment in accordance with its policies after this public health threat has
been cleared by local public health agencies and the Governor’s April 2, 2020 Executive Order has been
rescinded.

2 |n addition to these charges, customers engaging in acts of meter tampering could be subject to potential
penalties for water theft in accordance with the District's Water Theft Penalty Ordinance.
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Wasteful Use Charge for FY22 will remain at $50. If the customer continues to violate the Water
Service Regulations Section 29, a flow restrictor may be installed at the customer’s expense. The
cost of installing the flow restrictor has been updated for FY22, increasing the Wasteful Use Flow-
Restrictor Installation Charge from $127 to $128 for small meters under 1-1/2 inches and from $273
to $276 for 1-1/2 and 2-inch meters.

Flow restrictors used as part of the District’'s payment management program for single-family
residential customers do not trigger the Wasteful Use Flow-Restrictor Installation Charges as these
installations are funded as part of the overall customer service function.

Backflow Device Annual Certification and Violation Charges

To ensure that the water system is not compromised by contaminants, pollutants or plumbing
hazards, the District requires a backflow prevention device on some water service connections. A
Backflow Device Annual Certification Charge is assessed to cover the administrative costs related
to inspection and verification, and is proposed to be $60 for FY22, an increase from the current rate
of $59. In addition, there is a charge for labor to complete any necessary surveys and inspections
which is proposed to increase from $135 to $138 per hour. The District maintains a list of certified
private companies that can perform the required backflow test. For a company to be included on the
list of certified backflow testers, the District charges a Certified Tester Listing Charge. The Certified
Tester Listing Charge for FY22 is proposed to be $168, an increase from the current charge of
$166. If it is determined that a customer has violated the District’'s backflow prevention
requirements, the District charges a Backflow Device Violation Charge, which is proposed to
increase from $527 to $588 in FY22, to recover the District’s costs to shut off the water service and
restore the service once the District verifies that the backflow requirements have been met.

Schedule D — Water Service Installation Charges

Schedule D contains the installation charges for lateral and meter installations for standard
services. As part of our comprehensive review of water fees and charges in 2018, the District
analyzed the details of the cost analysis for each individual installation charge and updated the
labor, equipment, materials, and overhead required for each installation. The current labor and
benefit rates, equipment charges, and materials and handling costs were used in the analysis.

Service installation charges for FY22 proposed to increase up to 3 percent depending on the
specific installation as shown in the proposed Schedule D — Water Service Installation Charges
(see Chapter 5) of this report. The proposed FY22 installation charges include increases for
salaries and benefits, materials, and equipment for 2021.

Schedule E — Private Fire Service Installation Charges

Schedule E contains the installation charges for private fire services that supply capacity for private
fire sprinkler systems. As part of our comprehensive review of water fees and charges in 2018, the
District analyzed the details of the cost analysis for Private Fire Service Installation Charges and
updated the labor, equipment, materials, and overhead required for each installation.

Private Fire Service Installation Charges for FY22 are proposed to increase 1.9 percent as shown in
the proposed Schedule E — Private Fire Service Installations Charge (see Chapter 5) of this report.
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The proposed FY22 installation charges include increases for salaries and benefits, materials, and
equipment for 2021.

Schedule F — Public Fire Hydrant Installation Charges

Schedule F contains the installation charges for public fire hydrants. The Public Fire Hydrant
Installation Charge is almost exclusively paid by developers as a requirement for new development
areas or for projects in redevelopment areas.

Public Fire Hydrant Installation Charges for FY22 are proposed to increase up to 1.9 percent as
shown in the proposed Schedule F — Public Fire Hydrant Installations Charges (see Chapter 5) of
this report. The proposed FY22 installation charges include increases for salaries and benefits,
materials, and equipment for 2021.

Schedule G — Water Main Extension Charges

Schedule G contains the installation charges for water main extensions for both District installed
and applicant installed main extensions. The District performs all the work for all water main
extensions up to 1,000 feet. For main extensions greater than 1,000 feet, the District performs the
engineering and design, survey and inspection work, and the applicant is responsible for installation
of the pipeline. As part of our comprehensive review of water fees and charges in 2018, the District
analyzed the details of the cost of recent main extensions.

Water Main Extension Charges for FY22 are proposed to increase 2.4 percent to 3 percent as
shown in the proposed Schedule G — Water Main Extension Charges (see Chapter 5) of this report.
New installation charges for ductile iron main installation have been added to Schedule G to
incorporate the District’s transition to installing ductile iron pipe. The proposed FY22 charges
include increases for salaries and benefits, materials and equipment for 2021.

Public Records Act Fee Schedule

The recommended revisions to the Public Records Act Fee Schedule cover the costs of duplication
of District records in accordance with the Public Records Act. The recommended changes to the
fee schedule include updating the cost of duplication and programming labor charges to reflect
updated direct labor costs for the job classifications involved in providing the records. The labor
costs for providing existing paper and electronic records are proposed to increase from $0.61 per
minute to $0.63 per minute, and for records on tape, CDs, or DVDs from $0.61 per minute to $0.63
per minute. Additionally, the labor costs associated with work necessary to provide records that are
not readily available is proposed to increase from $1.16 per minute to $1.19 per minute.

Recreation Use Fees

The District operates three upcountry recreation areas (Camanche Hills Hunting Preserve,
Camanche North and South Shore, and Pardee) and two local watershed recreation areas
(Lafayette and San Pablo). These recreation areas provide access to the District’'s watershed to the
general public while maintaining the integrity of the water supply. For those who choose to visit the
recreation areas, the District has established a schedule of fees that generate revenue to support
the operation of the recreation areas. The District uses several concessionaires to assist with the
upcountry and the San Pablo recreation areas; Lafayette recreation area is operated by District
forces. The District also permits public access to extensive trail networks in the East Bay and
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Mokelumne watersheds. The schedule of Recreation Use Fees is proposed to and approved by the
Board of Directors as part of the biennial rate setting process. Discounts are available to seniors,
distinguished veterans, active and retired military personnel, and disabled visitors on select
recreation use fees, consistent with long-standing Board policy objectives.

The Camanche Regional Park Advisory Board (CRPAB) was established by EBMUD’s Board of
Directors with Resolution 31778 in December 1986 to review and advise the District and the local
counties on matters including operations, rules and fees at Camanche Recreation Area. The
CRPAB replaced the former Joint Powers Authority (JPA) Park Board and is comprised of two
county board appointed representatives each from Amador, Calaveras and San Joaquin Counties.
The CRPAB meets in March, July and November of each year, and typically reviews and advises
on the proposed recreation rates and charges at the November and March meetings preceding
EBMUD's rates and charges process. The CRPAB met on March 18, 2021 and approved the
Recreation Use Fees proposed for calendar year 2022.

Camanche Hills Hunting Preserve

The proposed update to the fee schedule for the Camanche Hills Hunting Preserve (CHHP)
includes increases to the bird processing fees and sporting clays.

Camanche North and South Recreation Area

There are proposed increases for calendar year 2022 to 52 of the 139 rates and charges that are
reviewed by the EBMUD Board. Fee increases are to help offset increasing labor costs for the
concessionaire. The increased fees include vehicle entry/parking, dog, boat launch, boat mooring,
RV/Trailer/Boat storage, campsite, RV site, and the cottage/motel security deposit fees.
Lafayette Recreation Area

There are no changes proposed to the Lafayette Recreation Area fees for calendar year 2022.
Pardee Recreation Area

There are no changes proposed to the Pardee Recreation Area fees for calendar year 2022.

San Pablo Recreation Area

There was one change to the San Pablo Recreation Area fee schedule. The event cleaning and
damage deposit fee that was previously $150 for events ending before 7:00 p.m. and $350 for
events ending after 7:00 p.m. is changed to $350 for all events.

Watershed Trails

No changes are proposed for watershed trail permits.

Water Service Regulations

In support of the District’s efforts to provide and maintain water service to its customers, the District
needs to make several changes to Sections 1, 3, 7,13, 15, 17 and 31 of its Regulations Governing
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Water Service. Some of these proposed changes to the Regulations impact how the System
Capacity Charges are assessed and when the requirement for individual meters for MFR dwelling
can be waived. Other proposed changes allow for the use of hydrant meter permits for domestic
use to serve individuals who are unhoused, unsheltered or experiencing homelessness and add an
additional leak adjustment for customers with large leaks. The update to Section 15 —
Discontinuation of Service documents the details of the District’s alternative to water shut off
program. In addition to these Section updates, a review of all the District regulations to eliminate the
use of pronouns was performed.

We recommend that the water service regulations be amended as follows:

Section 1 — Explanation of Terms Used in these Reqgulations

This regulation has been revised to update the language for ADUs and JADUs to stay current with
the state’s legislative changes. The simplified definitions of an ADU and JADU provide clarity for our
customers in how the District’s regulations apply to ADUs and JADUSs.

Section 3 — Standard Service

This regulation has been revised to clarify that the requirement for individual meters in MFR and
commercial structures can be waived by the District when it determines that individual meters would
not be beneficial for water use efficiency. The requirement for individual meters for multi-unit
structures was enacted by state law in 2018.

Section 7 — Service Through Fire Hydrants

This regulation has been revised to allow the issuance of hydrant meter permits to applicants who
are providing water for emergency domestic use for individuals who are unhoused, unsheltered or
experiencing homelessness at authorized sites. The current regulations allow a hydrant permit
holder to use water from a fire hydrant for non-domestic use. There has been an increasing number
of individuals experiencing homelessness within the District’s service area. In response to the
homelessness crises, the District has been working with advocacy groups and nonprofit agencies to
allow for the emergency and temporary use of hydrant meters for domestic purpose at authorized
encampment sites. The District has also been working with nonprofit agencies who provide shower
and sanitary services to those experiencing homelessness by issuing District hydrant meter and
wastewater discharges permits. The changes to this regulation would allow for emergency domestic
use of water from fire hydrants only for the purpose of serving individuals who are unhoused,
unsheltered or experiencing homelessness.

Section 13 — Payment of Bills

The District’s leak adjustment policy allows customers who identified and repaired a leak in their
indoor or outdoor plumbing to apply for a 50 percent credit of the difference between the water bill
showing the leak and the prior year’'s water bill during the same billing period. The District utilizes
the leak adjustment because most customers are only informed of their water use when they
receive their bimonthly water bill and may not be aware of a water leak until they receive their water
bill which shows higher use than normal. If a customer can provide documentation the leak was in
their plumbing system and the leak was repaired, the District will provide a leak adjustment to the
customer. In some instances, water loss due to a leak could be significant and may go undetected,
such as a leak underneath a home’s foundation. In these instances, the charges for the lost water
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could be significant even after the customer is provided a credit in accordance with the leak
adjustment policy and might pose a financial hardship. To minimize the unexpected financial burden
caused by an unexpected leak, the proposed changes to the regulations add a provision for the
Manager of Customer and Community Services or designee to authorize an additional leak
adjustment if the customer’s adjusted bill exceeds the average water cost during the same billing
periods from the previous three years and after taking into consideration the circumstances
surrounding the leak.

A new provision was included in this regulation to address funds unclaimed by customers after
accounts are closed. This provision codifies any property remaining unclaimed after the closure of
an account become the property of the District pursuant to Government Code Section 50050.
These unclaimed funds will be used to support the District’s customer support programs.

Section 15 — Discontinuation of Service and Section 15A — Nonpayment of Bills by Single-Family
Residential Customers

Section 15 of the regulations has been revised and Section 15A has been added to reflect the
District’s strategy on interruptions or discontinuations of water service.2 On December 8, 2020, the
Board of Directors adopted an “alternative to water shutoff” policy to help maintain water service for
single-family residential customers that are experiencing financial hardship. When a customer’s bills
remain delinquent, the District will focus on working with the customer to address the delinquent
bills by establishing flexible payment plans, payment extensions, assistance through Water Lifeline,
and offering the Customer Assistance Program to income eligible customers. Under this new policy,
the District will use flow restrictors to maintain essential levels of water service instead of shutoffs
for single-family residential customers. The flow restrictors will only be installed when customers
remain unresponsive after continual outreach efforts by the District to work out payment
arrangements with the customer and delinquent bills remain outstanding for more than 93 days.

For non-residential customers with delinquent bills, the District discontinues water service after an
extensive notification process and works with the customer-including notifications and to make
payment arrangements.

Section 17 — Change in Use and/or Size of Service

This regulation has been revised to add JADUs along with ADUs in the description of how SCCs
are applied in accordance with Government Code Sections 65852.2 and 65852.22.

3 Effective March 12, 2020, the District has suspended water service discontinuations due to non-payment in
response to COVID-19. The District’s action was prompted by the need for clean water to help fight the
spread of COVID-19 and the well-being of our community during this crisis. Subsequently, the Governor
issued an Executive Order on April 2, 2020 halting water service discontinuations due to non-payment while
the state is responding to COVID-19. The District will resume water service discontinuations for non-
residential customers due to non-payment in accordance with its policies after this public health threat has
been cleared by local public health agencies and the Governor’s April 2, 2020 Executive Order has been
rescinded.
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Section 31 — Water Efficiency Requirements

This regulation has been modified to notify applicants seeking water service for new MFR and multi-
unit commercial structures of EBMUD’s individual and submetering requirements. The details of the
metering requirements are contained in Sections 2 and 3 of the water service regulations.

Requlations Updated to Remove Pronouns

After a review of the District's Regulations Governing Water Service, staff identified Sections 3B,
3C, 4,9, 13, 15, 19, 21, 24, 26, 28, 29 and 30 used pronouns that should be edited to reference the
original noun. Staff will continue to review all official District documents to replace pronouns to
ensure they use inclusive language.
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Exhibit 1

COMPARATIVE RESIDENTIAL WATER CHARGES - 8 Ccf/mo
Annual Charge for SFR — July 2021

San Francisco® $1.157
Palo Alto ———————————— ]
san Jose* I I - ]
Livermore* _ $824 _
EAMUD® —— 792—
ACWD — 731_
I -
Los Altos* $ /754
Hayward- - N
Contra Costa* _ 749_
North Marin* _ 739_
Marin MWD ] 730—
- -
DSRSD* $711
Pleasanton _460
$0 $200 $400 $600 $800 $1,000 $1,200

For comparative purposes, the chart displays the average SFR water use based on EBMUD’s average
SFR water use of 8 ccf/mo. The actual average consumption at other agencies may be lower or higher.
*Rate Increase effective CY21 or FY22

** Rate Increase effective CY21 and does not include Capital Maintenance Fee to be collected on
property tax bill
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Chapter 2 — Water System Capacity Charges/
Water Demand Mitigation Fees

INTRODUCTION

There is a continuing need to construct both water supply and water distribution system
improvements to ensure that there will be reliable and secure water service for each new or upsized
connection to the District’'s system. The System Capacity Charge (SCC) was first established in
1983 as a means of assessing applicants an appropriate share of the costs of water distribution
capital improvements within the SCC regions of the District. On July 1, 1986, an appropriate share
of the costs of future water supply improvements was added to the SCC. The District utilizes Water
SCCs to recover from new customers a share of the costs of constructing future water supply
projects, as well as buy in for existing system-wide and regional public facilities for supply, storage,
transmission, treatment, and distribution that are of proportional benefit to the person or property
being charged.

All applicants for water service are required to pay the SCC when the installation of a new service
or upsizing of an existing connection is needed!. The SCC is applied on a regional basis (See
Exhibit 1 for map), and the SCC charge is updated annually to reflect construction cost escalation
for facilities that have already been built or increased cost estimates for facilities yet to be
constructed and financed.

The SCC consists of three components:

1. A System-wide Buy-In Component, which is calculated to recover a portion of the cost of
existing facilities that serve the system as a whole;

2. A Regional Buy-In Component, which is calculated to recover a portion of the costs of
existing facilities that serve one of the three SCC Regions (notably treatment plant and
distribution facilities); and

3. A Future Water Supply (FWS) Component, which is calculated to recover a portion of the
costs of future water supply projects that are allocated to new and upsized connections.

For the FY22 SCC, the Board directed staff to undertake an update of the SCC to consider recent
changes in customer water use, which is a key component in the determination of the SCC. The
District retained Stantec Consulting Services (Stantec) to perform the SCC Study. The results of the
2021 SCC Study were presented to the Board at the November 24, 2020 and March 23, 2021
workshops, and the recommendations and updated methodology and analysis from the study were
used to calculate the proposed FY22 SCC. The SCC Study incorporates the latest information
available to the District including the District’s lower water use trends, projections from the 2050
Demand Study, and updates to the value of the District’'s water system facilities. Using the
methodology in the SCC Study, the SCC to recover the cost of capacity attributable to new
residential and nonresidential customers is lower by approximately 30 percent overall, although the
percentage change in any given case will vary based on factors which may include customer type,

1 The imposition of capacity charges on accessory dwelling units (ADUs) and junior accessory dwelling
(JADUS) is limited by statute as described later in this Chapter.
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water needs, location within the service area, and unit size. In addition, the SCC for multi-family
residential (MFR) dwelling units is proposed to be separated into an over 500 square foot category
and a 500 square foot and under category because of the differences in water use per dwelling unit.

The District also has a Standard Participation Charge (SPC), a District-wide connection charge that
is applicable to only a few remaining contracts for service entered into prior to 1983 that was first
established in 1978. The SPC was designed to recover the District-wide average cost of distribution
facilities constructed to serve new connections and was superseded by the SCC in 1983. A FWS
Component was added to the SPC in 1986. The SPC charge is calculated to recover the latest
Water Supply Management Plan costs and will continue to be less than the SCC charge in most
regions and has been updated for FY22 using the results of the 2021 SCC study. Customers
eligible for service under the SPC regulations can pay for service under the more favorable of either
of the SPC or SCC terms and conditions.

RECOMMENDATIONS

1. Adopt the findings in the 2021 Water SCC Study based on the update of the unit costs for the
system and regional buy-in components and the future water supply component and updated
analysis of customer water consumption.

2. Adopt the finding in the 2021 Water SCC Study to create two categories for MFR per dwelling
unit SCC, one for over 500 square foot and one for 500 square foot and under.

3. Adopt the FY22 Schedule J — SCC for rates that were calculated from the 2021 Water SCC
Study update of unit costs and customer consumption.

4. Modify the FY22 Schedule J — SCC to clarify how Accessory Dwelling Units (ADU) and Junior
Accessory Dwelling Units (JADU) are addressed in the SCC and to modify how the SCC is
assessed for irrigation use for MFR applicants to allow landscape areas up to 5,000 square feet
to be included in the MFR SCC.

5. Adopt the FY22 Schedule H for the SPC that reflects the allowable cost for facilities necessary
to serve applicants who had separate facility agreements with the District prior to July 1, 1983.

6. Adopt the FY22 Schedule N for Water Demand Mitigation Fees for “The Wendt Ranch,” “The
Meadows,” “The Wiedemann Ranch Development,” the “Camino Tassajara Integrated Project”
and the “Gale Ranch Phase II” projects, which reflect the latest proposed costs for the FWS
Component of the SCC. In addition, the Water Use Offset Fees and Additional Water Use Offset
Fees for “The Wiedemann Ranch Development” have been updated to reflect the latest U.S.
City Average of the Consumer Price Index.

The changes and updates recommended for the SCC, SPC and Water Demand Mitigation Fees will
be effective on July 1, 2021. These charges and fees are not subject to the requirements of
California Constitution Article Xlll D, section 6 (i.e., Proposition 218). However, to the extent they
are subject to California Constitution Article XIIlI C, Section 1(e) (i.e., Proposition 26), and California
Government Code Section 66013, they are in full compliance with the requirements of those laws.
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DISCUSSION

The District utilizes Water SCCs to recover from new customers a share of the costs of constructing
future water supply projects, and buy in for existing public facilities for storage, transmission,
treatment and distribution that are of proportional benefit to the person or property being charged.
The SCC program allows EBMUD to adhere to the principle of ‘growth-pays-for growth’ which
recovers the cost of providing system capacity to new customers for both existing system
infrastructure and the additional future water supplies that will be needed to meet new demand.

The SCCs are designed to recover the proportionate capacity-related costs of new connections on
the water system.

For 2021, with the assistance from a rate consultant, the District updated the methodology, facility
costs, and customer use analysis used to calculate the SCC. The 2021 SCC Study continues the
current SCC approach of having three SCC regions (east of hills, hills, and west of hills) to
recognize the differences in typical demand profiles and capacity across the District’s service area
and three cost components: a system-wide component, a regional component, and a future water
supply component. The system-wide component ensures new or upsized connections pay for their
proportionate share of the value of existing facilities that serve the entire service area. The regional
component serves the same purpose, but for specific facilities that primarily benefit the water
service within the region. The future water supply component collects the incremental cost of
constructing future water supply projects to serve new or upsized connections. A summary of the
2021 SCC Study was presented to the Board in a memo dated March 18, 2021 and is attached as
Exhibit 2.

SCC Unit Costs

The cost of capacity for new customers is calculated on a unit cost per 100 gallons per day of
demand basis. The SCC is then calculated by multiplying the unit cost of capacity by the customer’s
estimated capacity requirement, both of which are calculated specifically for each of the three
regions. The 2021 SCC Study included provides a comprehensive review of the District's SCC
calculation methodology, including the calculation of the unit cost per 100 gallons per day, as well
as the demand basis for assessing the charge to individual applicants. The formula used to
calculate SCCs is shown in Figure 1.

Figure 1. SCC Formula

Unit Cost Estimated Customer System Connection
($/200 gpd) Use (100 gpd) Charge ($)

SCC unit costs were evaluated based on the existing system systemwide, regional, and future
water supply assets and their respective capacity to provide service to the District’s customers.
Based on the review of the current methodology, industry standards, and the District’s historical and
ongoing investments in the water system, the following changes were made in the determination of
the unit cost.

2-3



EBMUD FY22 & FY23 Rates and Charges Water System Capacity Charges

e Updated existing asset valuation from replacement cost new (RCN) for all assets to a mix of
RCN and an RCN less depreciation to account for the ongoing investments occurring within
some asset classes.

e Updated the asset register to include all previously completed future water supply projects
and include these costs within the buy-in component of the SCC unit costs.

e Updated the future water supply cost component of the SCC unit cost calculations to only
reflect projects that are yet to be completed.

e Updated the assumed system-wide and regional potable consumption to reflect the latest
projections from the District's 2050 Demand Study.

Table 1 summarizes the updated FY22 unit costs for each of the individual SCC components based
on the methodology outlined above. Details of the unit costs calculations are shown in Exhibit 3.
The current total unit costs are provided for comparison purposes.

Table 1: Updated SCC Unit Costs for FY22
Unit Costs $/100 gpd

: System- Regional Future Water
Region Wide Buy-In Buy-In Supply Total Current Total
Region 1 $3,575 $1,787 $798 $6,160 $6,463
Region 2 $3,575 $4,585 $798 $8,958 $8,708
Region 3 $3,575 $2,720 $798 $7,093 $6,903

Estimated Customer Use

Presently, the District assesses SCCs to new customers based on an average water use for single-
family residential (SFR), MFR, and non-residential customer classes. The District presently
determines average daily water consumption values for meters up through 1%z inches within each
SCC region, and established SCCs based on those averages. For meter sizes larger than 1%
inches, the SCC is presently determined using the same methodology as for smaller meters but
calculated on a case-by-case basis from the unit charges of the three SCC components and
multiplied by the estimated required demand of the requested service installation.

The 2021 SCC Study used recent water use data from 2005 to 2017 to update typical water use
characteristics for each customer class, both system-wide and in each region. Based on the review
of historical usage patterns, the District’s current methodology for developing estimated customer
use by customer class, and industry standards, the 2021 SCC Study updated the average water
use by customer class, meter size (up to 1 ¥z inches) and SCC region. In the analysis of MFR per
dwelling unit consumption, the study differentiated the estimated demand based on MFR dwelling
unit size. This would replace the existing methodology which calculates a single use for all MFR
units, regardless of size, but differentiated by region. The study found MFR per dwelling unit water
use to be relatively consistent across the regions but found variation with dwelling unit size.

Tables 2 to 4 present the estimated water use based on the recommended approach and analysis
and for application within the assessment of the SCC for each customer class.
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Table 2: Single-Family Customer Water Use (gallons per day)

Meter Size
Region 5/8" & 3/4" 1’ 13"
Current Proposed Current Proposed Current Proposed
Region 1 280 190 470 270 940 345
Region 2 360 210 600 450 1,200 580
Region 3 580 490 970 750 1,940 965

Table 3: Multi-Family Customer Water Use (gallons per day)
Dwelling Unit Size

<500 sq. ft > 500 sq. ft
Region Current Proposed Current Proposed
Region 1 n/a 95 163 120
Region 2 n/a 95 168 120
Region 3 n/a 95 199 120

Table 4: Non-Residential Customer Water Use (gallons per day)

Meter Size
5/8" 3/4" 1" 13"
Region Current Proposed Current Proposed Current Proposed Current Proposed
Region 1 408 246 612 402 1,020 765 2,040 1,995
Region 2 537 334 806 478 1,350 856 2,700 2,430
Region 3 640 460 960 704 1,600 1,254 3,200 3,089

SCC Rate Calculations

The proposed FY22 SCC rates are shown in Table 5 for a 3/4-inch meter for SFR applicants. These
meter connections account for the majority of all future water service connections. Larger meters
pay proportionately more based on the estimated usage of the new connections. Consistent with
past practice, the proposed FY22 SCCs have been rounded to the nearest ten dollars. See
Schedule J — System Capacity Charge in Chapter 5 for a complete list of the proposed FY22 SCC.
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Table 5: SFR SCC for 3/4” METER

Convs\/l?r;e[;tion Unit Costs Capacity Charge
Region ReSid(Z?)Z?l c $/100 gpd Current FY22 Change
Region 1 190 $6,160 $18,100 $11,700 -35.4%
Region 2 210 $8,958 $31,350 $18,810 -40.0%
Region 3 490 $7,093 $40,040 $34,760 -13.2%
Region 3C 775 $13,681 $91,930 $106,030 15.3%
Region 3D 775 $13,833 $103,450 $107,210 3.6%

The proposed FY22 SCC rates are shown in Table 6 for MFR applicants on a per dwelling unit
basis. Consistent with past practice, the proposed FY22 SCCs have been rounded to the nearest
ten dollars. Following the recommendations of the 2021 SCC Study, the FY22 SCC has two
categories for MFR dwelling units over 500 square foot category and 500 square foot and under
category, reflecting differences in water use per dwelling unit. The study found MFR per dwelling
unit water use to be relatively consistent across the regions but found variation with dwelling unit
square footage.

Table 6: MFR per Dwelling Unit SCC

Water Unit .
AR Consumption Costs Crigrely Cleligs
Category : Per Dwelling
Dwelling Size Region Unit (gpd) $/100 gpd Current FY22 Change
Region 1 120 $6,160 $10,530 $7,390 -29.8%
Over 500 . o
Square Feet Region 2 120 $8,958 $14,630 $10,750 -26.5%
Region 3 120 $7,093 $13,740 $8,510 -38.1%
Region 1 95 $6,160 n/a $5,850 n/a
500 Square
Feet and Region 2 95 $8,958 n/a $8,510 n/a
under
Region 3 95 $7,093 n/a $6,740 n/a

The proposed FY22 SCC rates are shown in Table 7 for a 5/8-inch meter for non-residential
applicants. Larger meters pay proportionately more based on the estimated usage of the new
connections. Consistent with past practice, the proposed FY22 SCCs have been rounded to the
nearest ten dollars. See Schedule J — System Capacity Charge (SCC) in Chapter 5 for the
complete list of the proposed FY22 SCC.
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Table 7: Non-Residential SCC for 5/8" METER

Water . .
Consumption Unit Costs Capacity Charge
Residential 5/8"
Region (gpd) $/100 gpd Current FY22 Change
Region 1 246 $6,160 $25,850 $15,150 -41.4%
Region 2 334 $8,958 $46,590 $29,920 -35.8%
Region 3 460 $7,093 $43,140 $32,630 -24.4%

Applicants for nonpotable/recycled water service have their SCC calculated based solely on the
FWS Component. These customers are not served by the potable water system; they are served
through a separate nonpotable/recycled water system.

SCC for Accessory Dwelling Units

Since the enactment of new state laws regarding the development of ADUs and JADUSs in recent
years, the District has seen growth in construction of ADUs in the service area. State laws limit the
District from charging an SCC and WCF for an ADU when the ADU meets certain statutory
requirements under California Government Code Section 65852.2. References to Government
Code Sections 65852.2 and 65852.22 regarding ADU and JADU development have been added to
Schedule J — Water System Capacity Charge (SCC) and Schedule G — Wastewater Department
Capacity Fees to provide guidance to applicants.

ADUs and JADUs are attached or detached units for residential purposes which are constructed as
part of a single-family premises or multi-family premises as defined by California Government Code
Sections 65852.2 and 65852.22. Under certain conditions described in California Government Code
Section 65852.2, ADUs constructed within an existing or proposed SFR structure or other existing
accessory structure are exempted from capacity charges.

For ADUs and JADUs that do not qualify for this capacity charge exemption, a capacity charge that
does not exceed the estimated reasonable cost of providing the service and is of proportional
benefit to the person or property being charged may be assessed, based upon either drainage
fixture units (DFU) or square footage of the unit. The District's SCC methodology and procedures
comply with these requirements.

MFR SCC for Landscape Irrigation

The SCC is assessed on a per dwelling unit basis for MFR projects. In establishing the water use
for MFR dwelling units for the SCC, an analysis was done on the metered water use for MFR
accounts. These MFR accounts include some water used for irrigating landscape areas, as
separate irrigation meters are only required for landscape areas greater than 5,000 square feet.
The current language in Schedule — J Water System Capacity Charge (SCC) on MFR irrigation
requires a separate SCC for irrigation of landscape areas not contiguous with the dwelling unit
structures. The modified language to allow for the irrigation of up to 5,000 square feet of landscape
area to be part of the MFR dwelling unit SCC is consistent with the SCC water use analysis and
Section 31 Water Efficiency Requirements of the Regulations Governing Water Service that
requires a separate irrigation meter for landscape areas greater than 5,000 square feet.
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Exhibit 1

East Bay Municipal Utility District
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Exhibit 2

EAST BAY MUNICIPAL UTILITY DISTRICT

DATE: March 18, 2021

MEMO TO: Board of Directors

THROUGH: Clifford C. Chan, General ManagerCCC_.
FROM: Sophia D. Skoda, Director of Finance %

SUBJECT: Proposed Fiscal Year 2022 System Capacity Charges and Wastewater
Capacity Fees

SUMMARY

The District assesses a System Capacity Charge (SCC) to new customers or customers seeking to
increase the capacity of their existing water service to charge for the costs of existing water
system facilities and new facilities required to serve expected growth and new development. The
SCC is in addition to the charge for the meter and service lateral installation and any main
extensions required to provide service. The Wastewater Capacity Fee (WCF) was implemented
to recover costs of providing wastewater treatment capacity for new or expanded system use.

At the November 24, 2020 System Capacity Charge Update Workshop, the preliminary results
from the SCC Study were presented. This memo updates the results presented in November for
the final study calculations for Fiscal Year 2022 (FY22) SCC and WCF. The SCC Study
incorporates the latest information available to the District including the District’s lower water
use trends, projections from the 2050 Demand Study, and updates to the value of the District’s
water system facilities. Using the methodology in the SCC Study, the evaluation of the system
capacity attributable to new residential and nonresidential customers is lower by approximately
30 percent overall.

In addition, the study recommends a new category for multi-family residential (MFR) units
smaller than 500 square feet, with an SCC 20 percent lower than a standard size MFR unit. The
SCC Study also reviews SCC alternatives for developments that provide community benefits.
One concept under consideration is for the District to provide financing for qualified applicants
to pay the SCC over time rather than requiring upfront payment. The WCF has been updated for
FY?22 and incorporates the SCC recommendations for the MFR customer class.

The proposed FY22 SCC and WCF will be presented at the March 23, 2021 Budget Workshop.
The complete schedules of the proposed FY22 SCC and WCF rates will be published in the
Biennial Report and Recommendation of the General Manager FY?22/23 Revisions to the Water
and Wastewater System Schedule of Rates and Charges, Capacity Charges, and Other Fees that
will be presented at the May 11, 2021 Board meeting.
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Proposed FY22 System Capacity Charges and Wastewater Capacity Fees
Budget Workshop #2

March 18, 2021

Page 2

DISCUSSION

During the FY20/21 budget and rates workshops, the Board directed staff to update the Water
System SCC. The District retained Stantec Consulting Services (Stantec) to perform the SCC
Study. The completed study and the recommendations have been used to calculate the proposed
changes to the SCC and WCF for FY22.

Background on the SCC

The District uses the SCC to charge new development or those upgrading to larger meters for
their proportional share of the cost of water supply, treatment, and distribution system facilities
and for investments in additional future water supplies needed for new customers. The SCC
adheres to the District’s principle of ‘growth pays for growth” which recovers the cost of
providing system capacity to new customers for both existing system infrastructure and the
additional future water supplies and infrastructure needed to serve the customer that is charged.
The SCC limits the financial impacts of serving new customers on existing ratepayers.

The SCC is divided into three regions (east of hills, hills, and west of hills) to recognize the
differences in typical demand profiles and capacity across the District’s service area. The fee
basis has been updated multiple times since the inception of the SCC in 1983, with annual fee
increases using the Engineering News Record construction cost index.

The SCC is comprised of three components: a system-wide component, a regional component,
and a future water supply component. The system-wide component ensures new or upsized
connections pay for their proportionate share of the value of existing facilities that serve the
entire service area. The regional component serves the same purpose, but for specific facilities
that are unique to the region. The future water supply component collects the incremental cost of
constructing future water supply projects to serve new or upsized connections.

SCC Study

This SCC Study provides a comprehensive review of the District’s SCC calculation
methodology, including the calculation of the unit cost per 100 gallons per day, as well as the
demand basis for assessing the charge to individual applicants. The formula used to calculate
SCCs is shown in Figure 1. The SCC is calculated by multiplying the unit cost of system
capacity by the customer’s estimated capacity requirement, both of which are calculated
specifically for each of the three regions.
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Figure 1: SCC Formula

Unit Cost Estimated System Connection

($/100 gpd) Customer Use Charge ($)
(100 gpd)

The review and recommendations related to these two primary components of the SCC are
outlined in the following sections.

Unit Cost

SCC unit costs were evaluated based on the existing system systemwide, regional, and future
water supply assets and their respective capacity to provide service to the District’s customers.
Based on the review of the current methodology, industry standards, and the District’s historical
and ongoing investments in the water system, the following changes are recommended for the
determination of the unit cost.

e Update existing asset valuation from replacement cost new (RCN) for all assets to a mix
of RCN and a replacement cost new less deprecation to account for the ongoing
investments occurring within some asset classes.

e Update the asset register to include all previously completed future water supply projects
and include these costs within the buy-in component of the SCC unit costs.

e Update the future water supply cost component of the SCC unit cost calculations to only
reflect projects that are yet to be completed.

e Update the assumed system-wide and regional potable consumption to reflect the latest
projections from the District’s 2050 Demand Study.
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Table 1 summarizes the updated FY22 unit costs for each of the individual SCC components
based on the methodology outlined above. The current total unit costs are provided for
comparison purposes.

Table 1: Updated SCC Unit Costs for FY22
Unit Costs $/100 gpd

System- Future

Region Wide Buy- Regional Water Total Current
Buy-In Total
In Supply
Region 1 $3,575 $1,787 $798 $6,160 $6,463
Region 2 $3,575 $4,585 $798 $8,958 $8,708
Region 3 $3,575 $2,720 $798 $7,093 $6,903

Estimated Customer Use

Currently, the District assesses SCCs to new customers based on an assumed average water use
for single-family residential (SFR), MFR, and non-residential customer classes. The SCC Study
used recent water use data from 2005 to 2017 to update typical water use characteristics for each
customer class, both system-wide and in each region. Based on review of historical usage
patterns, the District’s current methodology for developing estimated customer use by customer
class, and industry standards, the following changes are recommended for calculating projected
customer usage for meters under 2 inches:

e Calculate average water use by customer class and meter size based on historic observed
water consumption. This would replace the existing approach which calculates the
average water use for a 5/8” and 3/4” metered customer and then escalates the projected
water use based on an American Water Works Association meter equivalence schedule.

e Use a uniform consumption level for MFR dwelling units in all regions, but differentiate
the estimated demand based on MFR dwelling unit size. This would replace the existing
methodology which calculates a single use for all MFR units, regardless of size, but
differentiated by region.
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Tables 2 to 4 presents the estimated water use based on the recommended approach and analysis

and for application within the assessment of the SCC for each customer class.

Table 2: Single-Family Customer Water Use (gallons per da

Meter Size
5/8” & 3/4" 1”
Region 1 190 270 345
Region 2 210 450 580
Region 3 490 750 965

Table 3: Multi-Family Customer Water Use (gallons per da
Dwelling Unit Size

<500 sq. ft > 500 sq. ft

Service Area Wide 95 120

Table 4: Non-Residential Family Customer Water Use (gallons per day)

Meter Size
3/4™ 1"
Region 1 246 402 765 1,995
Region 2 334 478 856 2,430
Region 3 460 704 1,254 3,089
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Proposed FY22 SCC

The proposed FY?22 SCCs are calculated by applying the formula shown in Figure 1. Table 5
summarizes the current and proposed SCCs by customer class. The proposed SCCs for all
customer classes are lower than the charges currently assessed by the District. For SFR, MFR,
and non-residential applicants, the proposed SCC will be reduced for nearly all customers from 5
percent to over 50 percent depending on the customer class and meter size, except for the non-
residential 1% meter size, which will remain about the same as the current SCC.

Table 5: Comparison of Current and Proposed SCCs
Customer Type Region Current SCC Proposed SCC ‘

Region 1 $18,100 $11,705
5,
™ Region 2 $31,350 $18,811
o
LL
n Region 3 $40,040 $34,754
2 Region 1 $25,850 $15,151
5
3 Region 2 $46,590 $29,960
o
S Region 3 $43,140 $32,619
Z
2 9 Region 1 $10,530 $7,392
5%
] B Region 2 $14,630 $10,749
r 2 .
% S Region 3 $13,740 $8,511
(7p]
2.9 Region 1 $10,530 $5,852
S N o
g 2 § = Region 2 $14,630 $8,510
x &3
L5 g Region 3 $13,740 $6,738
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Figure 2 shows the current capacity charges for nearby water agencies compared to the District’s
SCC. Cities which provide water or sewer service often consider the impact of capacity charges
on their development plans and may minimize the allocation of costs to new customers resulting
in lower connection charges when compared to special districts. Cities expect new development
to generate benefits in increased local economic activity, taxes, and other ancillary financial
benefits. As a special district, the District does not receive these types of benefits and must
recover the full value of the investments in the water system made by the ratepayers. Any
reduction in the revenue collected from the SCC would have to be made up from increased water
rates. Other factors that affect capacity charges include the complexity of the water system, age
and condition of facilities, and amount of new capacity required to serve new customers. In
addition, some agencies do not include the water supply costs in their capacity charges because
they are supplied by a wholesaler.

Figure 2: Survey of Single Family Capacity Charges for Customers with 3/4'* Meters?
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Projected Impact on FY22 SCC Revenues

Since FY16, the service area has seen a high level of new development, especially in the urban
core. Most of the growth has been in large MFR projects. The District experienced a reduction in
new connections in FY20 and in FY21, which also coincides with the COVID-19 pandemic. It is
unclear what the long-term impact of the pandemic will have on development, but a slowdown

1 SFPUC, Hayward, CCWD Livermore and DSRSD offer 5/8” connection charges for SFR for those applicants
whose demand can be accommodated by the smaller meter.

SFPUC has higher retail water rates than all other utilities surveyed.

City of Hayward’s Connection Fee does not include a water supply component and they have relatively high retail
water rates.

Alameda County Water District and Contra Costa Water District have less complex systems than EBMUD.
Dublin San Ramon Service District and Livermore both include Zone 7 charges.
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had been expected even prior to the pandemic. District staff estimates that the proposed updates
to the SCC will reduce the current SCC by approximately 30 percent and would have a
corresponding reduction in SCC revenues collected depending on the development pattern. The
District’s previous projection for FY22 SCC revenue was $40 million. If the District implements
the proposed SCC changes, the projected SCC revenues would be approximately $25 million for
FY22, which includes a projection of a slowdown in building activity.

Community Benefit Developments

The public has expressed interest in the District providing support to developments that have
community benefits. The types of developments deemed to have community benefits would have
to be determined but could include low-income housing and homeless housing/services. One
potential way to support community benefit projects is through a long-term loan for the SCC.
The District currently has a provision for a two-year loan at fair market interest rates for
qualifying projects for low-income and homeless housing or job training projects. Since this
program was initiated in 1997, there have not been any participants. Staff is investigating
modifications to this program to include more projects with community benefits. If feasible, staff
will present a draft proposal to the Board.

Reduced SCCs for Projects with Demonstrated Low Water Use

For SFR and non-residential projects that can be served with a 1% inch water meter, the SCC is
assessed using an assigned water use based on analyses of average water use by SCC region and
meter size. The Board requested staff investigate modifying the SCC so that reductions from the
standard SCC can be applied to projects with demonstrated low water use. One jurisdiction in
Maryland offers a reduced capacity charge for applicants with Leadership in Energy and
Environmental Design (LEED) certifications. However, this agency also requires periodic LEED
recertification and inspection at the cost of the owner; if found to be out of compliance, the
owner at the time of inspection is required to pay the additional capacity fee.

This proposal would require the District to ensure low water use systems installed at construction
completion are maintained in the future. Staff has determined that it would be challenging to
manage such a program given the need for ongoing monitoring and the potential for payments
from future owners. Staff will continue to evaluate this option in addition to other possible
options linked to the District’s water conservation program to provide incentives for the
construction of low water use projects in conjunction with the SCC program and will present
findings at the April 27, 2021 Sustainability/Energy Committee meeting.

Proposed FY?22 Wastewater Capacity Fee
The Wastewater Capacity Fee (WCF) was implemented to recover costs of providing wastewater
treatment capacity for new or expanded system use. The WCF is based on a “buy-in” or an

equity approach, whereby new users buy-in to a wastewater system that has adequate capacity to
serve both existing demands and new growth. The wastewater system capacity is expressed in
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terms of wastewater flow volume (flow) and strength factors including Chemical Oxygen
Demand (COD) and Total Suspended Solids (TSS). For FY22, the WCF calculations have been
updated to reflect construction cost escalations. These calculations are shown in Tables 6 to 8.

Table 6 — Proposed FY22 Unit Wastewater Capacity Fee Rates

Unit Capacity Rate Current FY22 % Increase
Annual Flow - centum cubic feet 0
(CCF) $14.12 $14.35 1.6%
Annual COD - pounds $ 1.48 $ 151 2.0%
Annual TSS - pounds $ 6.79 $ 6.90 1.6%

Single-Family Residential Wastewater Capacity Fee

The proposed FY22 WCF is calculated using the District’s baseline residential indoor water use
of 84 CCF per year and COD loadings of 374 pounds per year and TSS loadings of 157 pounds
per year and reflects the findings and recommendations of the recent wastewater COS Study.
The proposed residential WCF for FY22 is $2,850 per dwelling unit, an increase of 1.4 percent
over the current fee of $2,810.

Table 7 — Proposed FY22 WCF for SFR

Current FY22 % Increase

SFR WCF $2,810 $2,850 1.4%

Multi-Family Residential Wastewater Capacity Fee

The WCF is assessed on a per dwelling unit basis for all MFR connections. The proposed FY?22
WCEF is calculated using the MFR indoor water use from the 2021 SCC Study of water
consumption by dwelling unit for MFR of 59 CCF (46 CCF for under 500 sq ft dwelling units)
per year and corres