
Water and electric service are vital to public 
health and safety and Californians’ way of 
life. Furthermore, it is California policy that 
every human being has the right to safe, clean, 
affordable, and accessible water. Regarding energy, 
the state has set ambitious goals to decarbonize 
the electric system, as well as reduce the carbon 
footprint of the transportation sector. Delivering 
clean drinking water and carbon-free energy 
requires constant maintenance, investment in 
infrastructure, and vigilance on reliability. It is 
a formidable challenge to deliver these vital 
resources while keeping costs affordable. Publicly 
owned utilities (POUs) have a legal duty to provide 
water and energy services to all people on an equal 
basis, and it is crucial to develop a comprehensive, 
balanced approach to meet these important 
goals. CMUA has identified key principles for the 
Governor, Legislature, and regulatory agencies to 
consider when contemplating the future of water 
and electricity affordability. 

TYPES OF AFFORDABILITY
There are two different types of affordability: 
system affordability and household affordability. 

• System affordability, or community 
affordability, arises when utilities and agencies 
are not able to set or collect sufficient rates to 
cover necessary costs because the community, 
as a whole, cannot pay rates at the level 
needed to operate the system, or there is a lack 
of political will to set rates at a sufficient level. 
System affordability issues result in financial 
constraints on the utility and agency that 
results in the utility or agency struggling to 
maintain its infrastructure or implement federal, 
state, and local requirements. 

• Household affordability, contrastingly, is an 
individual ratepayer’s ability to pay their water 
or electric bill. Household affordability occurs 
with low household income, high cost of living, 
and limited access to financial assistance and 
resources. 

The approaches that can be used to address the 
different types of affordability may overlap but the 
types of affordability issues need to be handled 
uniquely and distinctly. 

GENERAL PRINCIPLES 

1. Keeping local control over rate structures 
and rate designs based on cost of service 
and what is best for their communities 
is important to maintaining community 
affordability. 

 CMUA supports policies that allow POUs and 
public water agencies to design rates and be 
accountable for their rate structures. Rates 
must reflect costs to meet the needs of their 
communities, and each service area is distinct. 
With knowledge of local conditions, POUs and 
water agencies can implement rate structures 
customized for their specific situations. A 
one-size fits all formula does not work in 
the highly variable California environment. 
It is imperative that POUs and public water 
agencies retain local control over setting rates 
and rate structures to accommodate these 
varying local needs. 

2. The State should address household 
affordability by offering direct State-
provided financial assistance to low-income 
households.

 CMUA supports legislative efforts that enable 
the State to provide direct financial relief 
to assist individuals with electric and water 
utility bills. Funding sources for direct relief 
could come from the General Fund and should 
refrain from imposing additional burdens 
on individual ratepayers through taxes. If 
the State establishes a program for direct 
financial assistance, the State should also 
determine who would be eligible to receive 
such assistance. 
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3. State regulatory agencies should consider the 
financial strain and affordability impacts that 
new regulations place on POUs and public 
water agencies. 

 State and federal agencies should balance 
the costs and benefits of regulations 
impacting public water agencies and POUs, 
both of which strive to make services safe, 
clean, reliable, and affordable. Increasing 
the requirements placed on local water and 
electric systems, and the implementation of 
those requirements, results in higher costs and 
subsequently higher rates. CMUA supports 
regulations that are based on sound science, 
use true cost-benefit analysis, and include 
flexibility based on local conditions.   

4. Efforts to adapt to and mitigate climate 
change are crucial for long-term system and 
household affordability. 

 The impacts of climate change in California 
are widely recognized. Climate change has 
led to reduced snowpack, less groundwater 
recharge, increased flooding, more extreme 
temperatures, seawater intrusion, larger 
wildfires, and increased greenhouse gas 
emissions, among many other problematic 
impacts. The effects of climate change have 
large financial impacts for POUs, public 
water agencies, and customers, both for 
mitigation and in expending money to repair 
or replace infrastructure that is damaged due 
to a climate change event. Other associated 
system costs include improvements to offset 
power outages and repairs to powerlines. 
CMUA supports cost-effective measures 
taken by POUs and public water agencies to 
preemptively combat and mitigate climate 
change; however, these proactive measures 
generally come with negative impacts to 
system affordability.

WATER PRINCIPLES

1. Taxes on water bills and water agencies 
hamper a water agency’s ability to provide 
safe, reliable, and affordable water supply.  

 CMUA recognizes that reliable water supply is 
crucial in furthering the human right to water. 
CMUA also recognizes that more than 85% of 
all water infrastructure funding comes from 
local water agencies. Imposing taxes on water 

agencies takes away financial capacity from 
local agencies to invest in water infrastructure 
and systems. Additionally, taxes financially 
strain the water system and work against both 
system and household affordability. CMUA and 
its members oppose the State imposing a tax 
on water agencies or water bills. 

2. The State should support the diversification 
of water portfolios and consolidation of 
water systems, where appropriate based on 
community needs, to support system and 
household affordability and water reliability.

 Diversifying water sources available to 
public water agencies lessens the stress 
on individual water sources, enhances 
sustainability, and allows water systems to 
deter some of the costs associated with 
providing water. Likewise, consolidation of 
water systems enables costs to be spread 
over a larger customer base, reducing 
household affordability impacts, and 
strengthening system affordability. CMUA 
supports maintaining local control of 
supply diversification decisions for water 
agencies to determine the cost-effective 
measures that best serve their communities. 
When consolidating systems, the State 
should continue to review available options 
and implement the optimal solution for 
household and system affordability. The State 
should encourage local diversification and 
consolidation efforts by providing financial 
incentives to water systems.  

3. Federal and State investment in water 
infrastructure is critical for water efficiency 
and can help improve system affordability, 
which also supports household affordability. 

 CMUA recognizes that many water systems 
face financial challenges while earnestly 
making efforts to improve and maintain 
infrastructure that will keep rates affordable 
for customers. CMUA supports State and 
federal efforts to invest in local water agency 
infrastructure. It is important that State and 
federal financial investment continues to be 
offered for offsetting infrastructure costs 
because increased storage projects and cost-
effective water treatment systems improve 
water efficiency and enable water systems to 
provide a reliable water supply. 
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4. The State should provide financial support to 
water systems that have had severe negative 
revenue collection impacts due to unforeseen 
societal events, like COVID-19. 

 Water systems need to be able to bounce back 
from unpredictable situations that are out of 
their control. Emergencies, like COVID-19, have 
the potential to drastically impact a water 
system’s revenue stream when combined with 
temporary yet lengthy shutoff moratoriums. 
CMUA supports efforts to provide financial 
assistance to water systems that have been 
severely impacted by such emergencies.

5. The State should continue offering financial 
support to water systems that are failing, or at 
risk of failing, to provide an adequate supply 
of safe drinking water consistent with SB 200. 

 SB 200 (2019) was enacted to provide funding 
to water systems that are failing or at risk of 
failing. As envisioned by SB 200, a water system 
is at risk of failing to provide safe drinking water 
includes those that are right on the edge of 
failure. CMUA supports the implementation of 
SB 200 and moving communities to sustainable, 
safe, and clean drinking water. 

6. Affordability solutions, either at the system or 
household level, must be crafted in the context 
of, and to be consistent with, Proposition 218

 Public water agencies are not permitted 
to subsidize water bills for customers due 
to Proposition 218’s cost-of-service and 
proportionality requirements. As efforts move 
forward to address household and system 
affordability, these restrictions must be 
acknowledged and considered. CMUA supports 
efforts to adapt Proposition 218 limitations with 
ongoing system affordability needs.

7. SB 998 shut-off protections need to be given 
time to work. 

 SB 998 (2018) took effect in the initial months 
of the COVID-19 pandemic and shutoff 
moratorium. As written into law, SB 998 affords 
protections for discontinuation of service 
on delinquent accounts. However, due to 
the moratorium, these protections have not 
been realized. CMUA supports giving SB 998 
protections time to work before determining 
whether additional requirements are needed. 
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