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.. PUBLIC trrIXoITIES COMMISSION OF THE. STATE OF CALIFORNIA, 

COMMISSIONADv:tSORYANJ) COMPLIANCE DIVISION "RESOL'OTION NO. W-3643 
Water Utilitie8 Branch Hay 8,' ,1992' 

RES 0 L U T' X 0 N 

(RES. W-3643), ORDER A'O'l'HORIZJ:NG WATER UTILITIES TO 
ESTABLISH XEMORAND'OK ACCOUNTS FOR· RECORDING CHA.T<GES BY 

. THE DEPAR'l'MENT' OF>HEAL'l'HSERVICES:. REStJLTING, FROM AB 21 ~ AND 
AUTHORITY TO· FILE-.ADVICE LE~RS'FOR 'l'HERECOVERY OF, SUCH 
CHARGES,' , .. ,',' , .' '.1 

~ACKGBOUNP 

By enacting Chapter 823, Statutes o,f 1989 (AB 2'1) the Legislature 
added Sections 4018· and 4'019' to the Health' and. ~fety Code (Code). 
In so dOing itrequirecl water utilities delivering water of less 
quality than that measureci by standards. established by the 
Department of Health Services (Department), to evaluate all 
reasonable means of reducing the level of contaminants in the 
water, 'and when.direeted by the Department, to prepare a water 
quali ty improvement plan.. 'l'he plan along with. a fee eovering the 
cost, of reviewing it are t'o be submitted' to- the Department~' Tho 
legislation. authorized. ,these costs, to ,:be passed on to ,the affected 
util'ities" customers, ... ,Section, 454',of",thePublic Utilities Code , 
requires ,that any, charqes., to <the c?stomers: of re~latedwater" 
util:£tiesmustbe, first autho,rizecl, bY,the Commiss.ion," 

.. ,. ; , '. . '. 

PISCUSS~N 

Code Section 4018 requires that following the Department developing 
and publishing a listo,f all applicable existing or proposed 
maximum contaminant levels, public water 'sys.tems that serve more 
than 10,000 service connections and which exceed. contaminants on a 
basis established by ,the Department must annually ,evaluate all 
reasonable means of, reducing the level of the contaminant to as 
closeto,th& recommended/public health level as> feas,ible, and 
submit' an-evaluation to' ,the 'Department M Upon being notified by the 
Department of the ,need to~ ,do so". the water system must submit a 
water quality improvement plan .. 

'l'h& water quality improvement plan must identify all reasonable 
measures available to the water 'system to' reduee the level o,f the 
contaminant, the costs, to cons,umers and the water system of 
implementing the measures,· and a proposed schedul&,of'actl.ons to:be 

.,', undertaken.by-the water.· ,system', to~ ,red.uce,the· level ,of' th& "',' . . 
,. :." ": contaminant .. ,' If the"'water eys.tem,' determines' that it is.-,unable to 
. ;::~ . :' ~~d,~~,~' .. ~~;~: ~.~ve1- o'f<t~e' :c_onta~in,~~t:;,' ~u~ t,~:, ~,ech,ni~a'l ,or,' econom.ic 
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limitations, the 'basis for that determination must be described in 
the plan. 

The oepartment must review the water quality improvement plan and 
may approve it a8 submitted or may require additional information 
from the water system.. Upon approval of the plan,' the department 
must -amend or revisl3 the domestic water supply permit issued to. the 
water system- to· include a time schedule for implementation of those 
meaSures which are' technically and'economieally feasible. 

Code Section 4019' requires any publie water system required to 
submit a water qu'alityimprovement plan to the Department pursuant 
to, Section 4018' to pay a fee to,the Oepartment.. The fee, as 
established by the Department, must be suffieient to cover the 
reasonable and, necessary cost to the Oepartment inimplementinq 
this legislation. I,n establishing the' fee, the Oepartment 1. 

· .. r,equi.r,ed.to, .. t.ake ~J.n.to-aoZl8J.de;c.a.t.i.on ... t.he . .amount ..of ..... wAU!Jr.pu~.ay.ed 
and the number of se:rviceconnections 1n the water system.. Section 
4019' allows any 'public water system subject 'to· this leqislat10n to 
recover the fees pa1d to the,Oepartment from its customers. 

Since these fees will constitute operatinq costs that have not been 
factored into Commission regulated utilities, authorized', rates for 
service,. the' Water Utility ,Branch, (Branch) believes it appropriate 
that action be taken by the ,CommiSSion to· protect these utilities 
from. the adverse consequences of such unanticipated' expense.. Since 
the utilities will,be unable to show what ,these expenses are until 
actual billinqfor fees are received', the ,matter of retroactive 
rate-makinq becomes: an,iBsue. Addi tiot;lally, there is no, Conunission 
authorized procedure for passinq such, cost on to, customers. 

Given these circumstances, the Branch ba11eves it appropriate to 
authorize any utility that was not allowed coverage of such costs 
in its last general rate proceedinqto establish a memorandum 
account in wh1ch to record payment of fees resulting from the 
referenced- provis,ions of the-, Code.. The Branch, also· believes it 
appropriate to allow such util.ities'to subsequently reques-t rate 
recovery of ,the payments recorded- in the-memorandum account by 
advice letter under the prov.isions of General Order No.. 9'6-A. 
Utilities, opening'- such a memorandum account should:be authorized to 
holciit open ,untiltheutility"'s next general rate proceedinq. At 
that: time", future, costs" t<>the ,uti,lity' for this ,purpose' may ,be
reasonably:known;based',':on ;x:eeo,rded,'1nformation,*- If this. proves not 
to ))e'the/case';',:as,part,',of'"that,::rate'proeeeding the: utility may be 
,author:1zeci:'; tOo' continue,,' the'memorandum" account.. ' ' 
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NOTICE~ PROTEST 
, . 

Pub11c 'notice is: not required ,at, this time. When a utility Beeks 
recovery of expenses. recordeci,in,thememorandum'account"publs'c 
not'.1:f1cation" ws'll,;, be' required :as: prescribed,.:Ln the, advice 'letter 

, procedures:ofGeneral oreter No'~,96:-:A .. :, ' 
, "!' ""',,,',. • " .. ,';'.' . ,'.' 

" ,F '.:' .", ~ .' '.. J' 

FINDINGS' 

'rHE, COMMl:SS,ION FINDS that:': 

1.' Utilities. regulated by theConunission and subject to the 
provis:ions of Cod.eSections, 4018 and' 4019' should be authorized to 
establish, a,memorandum. accoun.t in'whichto record-payments of fees 
as required under those provisions o,fthe Code,.. , 

2 .. ,' 'SUbse~~nt. to.record1nQ ,8u,ch ,'payments,:: in 'a memorandum account' 
, utilities may. file, ,an ,ad:vice,,·letter,'under: the provisions o,f,·General 
'OrderNo'; 96-Arequesting', ,recovery,o,ftheamount, in ,the: account .. ' ' 

11"-1S,ORl)ERED thatt 

,1. ' Each water utility regulated by the Commission and subject to 
the provisions:of Health and Safety Code Sections. 4018 and 4019' is 
authoriz'ed', to,establish a memorandum account in which to record 
payment of Department of ,Health, Services, fees',resulting from those 
code ,sections ."" " ' : "",, ,-,',,' " " 

2. Each water, utility having recorded'payment 0,£ 'fees, as 
authorized, above ,is .. ' authorized" ,to, file .. an advice letter' as. 
prescribed: by General Order 96-Arequesting receveryof those 
costs. ',',' , ' , '",""",,, , 

3~ ,:''rh~ lI\em~rand~:account:,as~,'authorized:,above may'remainopen 
un.til, ,the ut1l1ty'~s next 'qeneral rate'proceeding .. , '. , 

"", '\,1", ,r' .. ,;.' 

'" 4'.. 'I'his resolut'iori;",1s:', effeet1ve:tod'ay .. 

, I eert1,:fy,that this. Resolution' wasadop~edby the· ,Publie Utilities 
Conuniss!on at'"its regular/meeting'on,' May '8:'~"199:2' .. ,'I'he following 
Commiss.i.oner~,approved. it:" ,', ',," " ," ' ' 

OANIEtWM. FESSLER 
, " ,',President,,' 

JOHN.", 13:.. OHANIAN', , 
PA'I'R'ICIA :H.,,',ECKER'r> 
NO~'",D'.~",SHOMWAY:':' ' 

',Commiss,ioners "~' " 
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