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POBLlC 'O'lXLITXES. COHMlSSION OF 'r.B'.E STATE OF CALXPORNIA 

COMMISSION ADVJ:SORY AND CO~CE OXVISION, ImSOurrION NO. W-3641 
water Utilities BrAnc:h . May 8.,' 1992 

., 

BE S' 0 LV 1"X O~ 
(RES. W-3641), ORDER At7'l'BORIZING WATER: UTlx,x'1'XES '1'0 
ES'I'ABLXSB KeMORAND'OM' ACCOONTS FOR.: tmCORDING .. CHARGES . 

, BY TBE·,DEP~ OF lIEAL'rH· SERVICES· R.ES'OL'l'ING . FROM' . 
A:8 Z~·S8". AND' AO'l'HOlU'I'Y,TOFIL:&: ADVICE,'LE'l"rERSFOR.: 'mE. 
RECOv:e::RY OF ·stTCR'CHARGES.·· .. ' ""~' .:, . , . ,: . '. 

;', ',.W. 

BACISGRO'Q'N~ 

By enaeting Chapter 1182,. Statutes of 1990 CAB 2~58) the 
Legislature added Section 4020 and 4020 .. $ to the Health and Safety 
Code (Code).. In. $0' aoing it shifted the maj.or 'Portion of the 
Oepartment of Health Serviee$' Office of Drinking. Water (OOW) 
operating.costs from, the State General Fund. to the water utilities 
subj'ec.t to the jurisdiction. o·! OOW~. The legislation also. . .' . 
authorized these eos:t to;.De passed'onto"thosGutilities." ' . 
customers.. Section. 454:' of/the P1Jl:)lic ~utili:tiescode requires· .that 
anY'cha'rqes to--,the customers.ot':'requlatedwater· utilities must, be-
first authorized,. by the: 'Commission; .. ' . . ' . , 

DISCUSSIClli 

S-eetion 4020 concerns water systems serving fewer than 200 service 
connections., defined as small water systems, and becomes' operative 
on July 1,· 1992'. It remains in effect until January 1, 1997 
unless a statute is enacted. before then either repealinq or 
extending' that date. section 402'0 ... 5- pertains to- water systems 
serving more than 200 service connections, larqe water systems, and 
became .effective on July': 1" 1991. Similarly it is' effective until 
January 1, 1997 unless repealed or extended betore'that time. 

Both sections require that OOW' develop; operating' cost fees on the 
basis o·t the actual. costs to- that otfice of carrying' out the 
activities connected with the issuance of permits, conducting' 

. inspectionsandsurveillanee, takinqenforcement actions, and the 
costs.' ot aclministerinq any.contractswith·lo.ca1 health o.fficers, .. 

,The'.large water systems have been. informed that they willl:>e. . 
. . .. ' . X'eceiving' ,.billing'sfor the July 1".-' 1991, ~ July' 1 ,., 1992 period., prior. 
, '.-":;'.;:-, , . to 'June.3'0,.199~,and; that: un1es$ .. paid~th·in, 60" ,days: penalties .: 
';>:;:::,.'. c' W~,~'l .. )).e:' 1ncu~ed:.:-', .: ;-"! d •• • , • • ,.. , ' • 
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Resolution ,W-3641' ," 
, Dept ',of Health/REP/mem:,' ' 

. (, ". . ~ 

Since these billings will constitute operating cost~ that have not 
been factored into Commissionrequlated utilities authorized rates 
for service, the Water Utility Branch (Braneh) believes it 
appropriate that action be taken by the Commission to-protect these 
utilities from the adverse consequeneesot such unanticipated 
expense. Since the,utilities will be unable to, show' what these 
expenses-are until actual billings ara received,the 'matter ot 
'retroactive rate-:m.akinq 'becomes an issue. "Additionally, there is 
no,commission authorized, procedure for'passing such cost on to-
ratepayers. ' ' 

Given these circumstances, the Branch believes it appropriate to 
authorize' any utility that was not allowed coverage of such costs 
in its. last general rate proceeding to' establish a memorandum 
account, in which to, recorc! payment'ot OOW fees resultinCJ from the 
referenced provisions of the Code. The Branch also be11eves it 
appropriate to' allow such utilities ,to' subsequently request rate 
recovery of the payments recorded in the memoranc!um account by 
aC!vice letter under the provisions o'f~ner,al' Order No.. 96-A .. 
Utilities opening- such a'memorandum account should be authorized to 
hold open it until the utility's next general rate proceeding. At 
that. time tuture, costs to the utility for this purpose' shoulc:l,l:>e 
reasonably known based on record'ed·information_'" It this. proves not 

, , to,"be, the case-, ",as "part, ,ot that rate proceedinq:the utility may ,be 
", authorizec1."to, , continue;. the' memoranc!uxn accC?unt' .. , , ' , ' 

NOTICE ANP PROTEST 

Public,noticeis'not,require4 at this time .. When a utility seeks 
recovery ot, expenses, recorded' ,in:the, memorandum, 'account , public 
noti::f,ication'will, ,be':%'equired:; as prescribed' in, the adviee letter 
procedure,s·O't:,~ener.~1::order,No:,96-A .. , "', "', " , 

. , ,'." " ~,,: . ~.: .' , ~ . ,';1' '.' '.' •. .. , 

, " 
. '" 

FINDINyS, 

The' coxn:mission fin4s that:, 

1. Utili:ties requlated by ,the cownission and subject to the 
provisionsot Code Sect,ions 4,020 and: 4020.5, should be authorized to 
establish axnemorandumaccount in which. to-'record, payments ot ODW 
fees as requirec1 under those pro:visions' ot the Code: .. 

, ,.... . 

2'., S1Jb;'equent to· the- rec~rd1n9'suchpayments in" a memorandum . 
account:, ut,il>ities ,may 'f,£le an."advice 'l,etter, under 'the" provisionsot 

,General.',Order'· No'. 96-Ar~questin9recoyery' ,o't the amount in ,the 
"account'." ': .... ,' ',' .,' ,',:, ! '",",'" ,", • 
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ResolutionW-364l:. , 
, Dept ,of" Health/REP/mem., 

IT IS ORDERED that: 

l. Each water utility requlated by the Commission and subject to 
the provisions of Health. and Safety Code, Sections 4020 and 402'0.$ 
is authorized to· establish a memorandum, account,' in· which to-record 
payment'of Department of Health Services· Office of Drinking' Water 
fees resulting' from., those code sections... . 

2. ,Each water utilitY'havinqreCordedpaYll\ent of fees as 
authorized, above" ,is, authorized: to' 'file an advice 'letter as. 
prescribed by Ceneral Order'96-A requestinqrecovery o1!those costs. ' , " ", ' . 

3,., The, memorandum account "as. authorized 'ab~ve,may: remain open 
until" the. utili ty",s next,qeneral rateproceec".:tnq .. 

" .,' ". " '-, " ., '. 

4. This res~lutionis ettective:today.', 

x :eertity that ,this Resol,ution,was adopt~cl, by the, Pul)lic Utilities 
Commission",at ,its:'requ'la;r',meeting': on. May-S·, 19'92'.',' The following' 
Commissioners approved.'l. t:" 
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