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SUMMARY 

By Advice Letter 74-W, West San Martin Water Works (WSM) requests Commission 
authority to: 1) allow customers to electronically pay their water service bills using a 
credit/debit card or Automatic Clearing House (ACH)/electronic check through a third-
party vendor for a fee; 2) establish a memorandum account to track expenses and 
savings associated with the proposed payment options; and 3) allow customers the 
option to receive water bills and most legally mandated notices (such as rate increase 
notices, water quality notices, etc.) electronically.  

In accordance with Public Utilities Code (PU Code) § 755, this Resolution approves 
WSM’s requests to provide customers an electric payment option and to allow 
customers the option to receive water bills and legally mandated notices electronically. 
The approval of WSM’s request provides similar treatment as afforded to Lukins 
Brothers Water Company by Resolution W-5072 dated December 3, 2015, and other 
small water utilities pursuant to Industry Rules 8.2 (Request for Similar Treatment) of 
General Order 96-B. In accordance with PU Code § 755 and as further discussed in this 
Resolution, the Water Division finds the third-party vendor fees associated with WSM’s 
electronic payment offering to be reasonable and comparable to the fees previously 
authorized by the Commission in Resolution W-5072. 

This Resolution additionally authorizes WSM’s request to establish a Payment 
Processing Costs Memorandum Account (PPCMA) to record all costs and savings the 
utility may incur as a result of its electronic bill payment service offering. WSM is to 
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book any costs it incurs or pays as well as any potential savings it realizes from the 
implementation of the electronic bill payment options. No portion of these electronic 
payment option expenses will be shifted to customers that do not choose to use one of 
these payment options. 

BACKGROUND 

WSM filed Advice Letter (AL) 74-W on December 28, 2020, seeking Commission 
authorization to do the following: 

 Offer its customers the option of paying their water bills using a credit or debit 
card or by ACH/electronic check through a third party. 

 Establish a memorandum account to track expenses associated with the 
proposed payment options. 

 Allow customers to receive water bills and most legally mandated notices 
electronically. 

WSM is a Class D investor-owned water utility, with 309 total service connections, 
serving the community of San Martin and vicinity in Santa Clara County. 

Proposed Payment Options 

WSM seeks Commission authority to utilize a third-party vendor to offer its customers 
electronic bill payment options using credit or debit cards or ACH/electronic checks for 
payment of customer water bills. A non-refundable convenience fee of $2.95 for credit 
or debit card payments1 and a non-refundable convenience fee of $2.35 for 
ACH/electronic check payments will be charged directly to the customer by the vendor. 

WSM requests these proposed payment options in response to numerous requests from 
its customers, and not as a cost savings measure or a method of improving profitability. 
WSM will not receive any revenue from the service; customers not utilizing this service 
will not incur any fee or other expenses; and water service and rates will not be affected 
by the proposed payment options. Customers who choose to use this service may pay 
their water bills using one of these payment options in person; via telephone; through a 
provided internet/web-based system; or through a Customer Service Representative-
assisted system. 

 
1 For credit and debit card transactions up to $300 the non-refundable fee will be $2.95, and for credit and 
debit card transactions over $300 the non-refundable fee will be 2.75% of the transaction amount.  
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Vendor Selection and Proposed Contract 

WSM used a competitive bidding process for its vendor selection using the criteria 
described below. WSM received proposals for the proposed payment options from 
three vendors. Each vendor’s proposal was required to satisfy the following criteria: 

 Revenue-neutral credit card, debit card, and ACH/electronic check payment 
processing with no revenue generated or cost to WSM; 

 A web-based payment option; 
 Ability to make credit card or debit card payments at WSM’s offices; 
 Ability for customers to make payments after hours and on weekends; 
 WSM to receive payment notifications at nearly real-time or within 24 to 48 

hours (maximum); 
 WSM to have the ability to customize the implementation and management of 

any web-based payment option; and 
 WSM’s Customer Service Representatives (CSR) to be able to take payments over 

the telephone. 

After a thorough review of the vendors’ proposals, WSM selected Nextbillpay for 
electronic bill presentation and payment processing because it met its required criteria 
and offered the lowest fees to WSM’s customers. 

Under Nextbillpay’s electronic payment offering, Nextbillpay will charge: 1) a 
convenience fee of $2.95 per transaction up to $300, and 2.75% for a transaction over 
$300 for using the automated system to pay bills by credit or debit card; and 2) a flat 
$2.35 fee for ACH/electronic checks. The same convenience fees apply to payments 
made that require assistance from a CSR either by phone or at a WSM office. 

NOTICE 

In compliance with General Order (GO) 96-B, General Rule 4.3 and 4.7, a copy of this 
advice letter was served to all parties on the AL 74-W service list on December 28, 2020.  

No customer protests were received on WSM’s AL 74-W request. 

DISCUSSION 

Compliance with Public Utilities Code § 755 

Public Utilities Code (PU Code) § 755 permits water utilities to charge convenience fees 
to customers that choose to pay their utility bills by credit or debit card or 
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ACH/electronic check. The utility may recover the reasonable transaction costs incurred 
to provide these electronic options from only those customers choosing to use the credit 
or debit card payment option.2 The Commission determines the reasonableness of 
“transaction costs” charged to customers that choose to pay their water bills by credit or 
debit card or ACH/electronic check.3 No portion of these electronic payment option 
expenses may be shifted to customers that do not choose to use one of these payment 
options, unless and until the Commission determines that the electronic payment 
option results in savings to ratepayers that exceed the net costs of accepting payment 
electronically.4 

Reasonableness of Convenience Fees 

Transaction costs include convenience fees paid by those customers that elect to pay by 
credit or debit card and ACH/electronic check transaction. WSM proposes a $2.95 fee 
for transactions up to $300 and a 2.75% for transactions over $300 for the credit and 
debit card payment options. Also, WSM proposes a $2.35 fee per ACH/electronic check 
transaction, offered by the vendor, Nextbillpay. According to WSM, the convenience 
fee, collected by Nextbillpay, is competitive with other service providers and 
commensurate with the convenience service provided to customers choosing one of 
these payment options. WSM used a competitive bidding process to select a vendor and 
chose the vendor with the lowest fees for its customers.  

The Water Division (WD) finds WSM’s proposed convenience fees to be reasonable and 
should be approved. The WD reviewed the three quotes that WSM received for the 
payment offering and verified that Nextbillpay’s charges are the lowest fees of the three 
vendors. In addition, consistent with PU Code § 755(a)(2), the convenience fee will only 
be charged to those customers that choose to pay by credit or debit card or 
ACH/electronic check transaction.  

Additionally, the convenience fees charged by Nextbillpay are comparable to fees that 
were authorized by the Commission for Lukins Brothers Water Company in Resolution 
W-5072. The WD, therefore, finds that the proposed fees for this optional service are 
reasonable and should be approved. 

 
2 Public Utilities Code § 755(b) 
3 PU Code § 755(c) 
4 Public Utilities Code § 755(c)(3); see also PU Code § (a)(2). 
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Reasonableness of Associated Transaction Costs 

Transaction costs also include the associated costs to develop the payment program 
offering, advertising the program to customers, and ongoing expenses to maintain the 
offering. These associated costs will be tracked in a Memorandum Account, as 
provided, below, in the section titled “Establishment of Memorandum Account.”  

The reasonableness of these expenses must be reviewed when the utility requests the 
amortization of the memorandum account.  

Establishment of Memorandum Account 

In its December 28, 2020, AL 74-W filing, WSM requests Commission authorization to 
establish a Payment Processing Costs Memorandum Account (PPCMA) to track the 
additional costs and savings WSM may incur for use of the bill payment option service. 
Tracking such costs and savings is consistent with the requirement in PU Code § 755(c), 
which states that the Commission must determine whether associated costs and 
potential savings attributable to the electronic payment program may be passed on to 
customers utilizing those payment options or reflected in general rates. The 
memorandum account is the appropriate mechanism for recording all costs and savings 
associated with providing these payment options. Additionally, the Commission has 
authorized identical memorandum accounts for other small water utilities, including 
Lukins Brothers Water Company, for the same purpose.5   

In this memorandum account, WSM shall track and record the following:  

a) Costs to develop this payment program offering, including but not limited to, 
program access fees and administrative program costs not previously authorized 
in rates; 

b) Costs of noticing and advertising the program offering to customers and 
responding to customer questions about the program; 

c) Costs of ongoing operation of the service not previously authorized in rates, 
including but not limited to, customer service expenses in handling electronic 
payments online or over the phone; 

d) Cost savings resulting from reduced number of shutoffs and service 
disconnections associated with timely payment of bills using the proposed 

 
5 See, Res. W-5072 dated December 3, 2015, for Lukins Brothers Water Company; Res. W-5018 dated 
January 29, 2015, for Bakman Water Company; Res. W-4979 dated October 15, 2014, for Great Oaks Water 
Company; Res. W-4935 dated January 10, 2013, for Apple Valley Ranchos Water Company; and Res. W-
4908 dated April 19, 2012, for Valencia Water Company. 
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payment options, including but not limited to savings in less in time spent 
sending service shutoff letters to customers; and 

e) Cost savings resulting from reduced need for manual accounts receivable 
processes and reduced time to collect, process, and deposit payments. 

Recovery of costs associated with the proposed payment options should not be 
permitted from the general body of non-participating customers. Rather, any net 
balance in the memorandum account shall be refunded to customers as part of WSM’s 
next general rate case. Further, in its next general rate case filing, WSM shall remove all 
costs associated with the payment options that are included in base rates. The costs that 
are removed from base rates can either be charged to customers who used the proposed 
optional payment option, subject to reasonableness review, or absorbed by WSM’s 
shareholders. If there is no net cost, PU Code § 755 provides that no transaction costs 
shall be recovered.6 This will ensure WSM’s compliance with PU Code § 755. 

Electronic Delivery of Water Bills and Legally Mandated Notices 

The WD finds reasonable the utility’s request to provide customers the option to receive 
water bills and legally mandated notices (such as rate increase notices, water quality 
notices, etc.) electronically. When a customer elects this option, the utility shall provide 
one final mailed notice to inform the customer that paper bills and paper mandated 
notices will no longer be provided. 

COMPLIANCE 

WSM has no outstanding compliance orders and has been filing annual reports as 
required. WSM is in compliance with the State Water Resources Control Board’s 
(SWRCB), Division of Drinking Water (DDW), applicable water quality standards and 
regulations for safe drinking water.7 The WD also conducted a review of WSM’s last 
financial audit report prepared by the Commission’s Utility Audit Branch and found no 
outstanding compliance orders.8 
 
Pursuant to PU Code § 433(a), public utilities are required to pay an annual Public 
Utilities Reimbursement Fee (annual fee) to the Commission. The WD confirmed with 
the Commission’s Fiscal Office that WSM is current with its annual user fee payments. 

 
6 Public Utilities Code § 755(c)(2). 
7 State Water Resources Control Board’s Division of Drinking Water December 31, 2019, Sanitary Survey. 
8 October 20, 2020, Utility Audits, Risk and Compliance Division, Utility Audits Branch, Review of Financial 
Statements – West San Martin Water Works, Inc. For the Year Ended December 31, 2019. 
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SAFETY 

As this Resolution authorizes payment of water bills using a credit or debit card or 
ACH/electronic check payment options, there are no safety considerations or 
implications associated with WSM’s electronic payment offering request. The WD has 
confirmed with the DDW that WSM is in compliance with applicable water quality 
standards and regulations for safe drinking water. 

COMMENTS 

This is an uncontested matter that pertains solely to a water corporation in which the 
resolution grants the relief requested. Accordingly, pursuant to PU Code Section 
311(g)(3), the otherwise 30-day period for public review and comment is being waived. 

FINDINGS 

1. By Advice Letter (AL) 74-W filed on December 28, 2020, West San Martin Water 
Works Inc. (WSM) requested Commission authority to: 1) allow customers to 
electronically pay their water service bills using a credit/debit card or Automatic 
Clearing House (ACH)/electronic check through a third-party vendor for a 
convenience fee; 2) establish a memorandum account to track expenses and 
savings associated with the proposed payment options; and 3) allow customers 
to receive water bills and most legally mandated notices (such as rate increase 
notices, water quality notices, etc.) electronically. 
 

2. In accordance with General Order 96-B, General Rule 4.3, WSM served AL 74-W 
to its service list on December 28, 2020. No customer protests were received by 
the Water Division. 

 
3. Public Utilities Code (PU Code) § 755 permits water utilities to offer a credit card 

or debit card bill payment options if approved by the Commission.  
 
4. PU Code § 755 requires that only those customers choosing to use the credit or 

debit card, or ACH/electronic check bill payment option incur the additional 
charges associated with providing this service unless the Commission 
determines that the electronic bill payment option results in savings to 
ratepayers that exceed the net cost of accepting the proposed payment option. 
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5. PU Code § 755 requires the Commission to determine the reasonableness of 
transaction costs charged to customers that choose to pay by credit or debit card 
or ACH/electronic check.  
 

6. The third-party vendor convenience fees proposed in WSM’s electronic payment 
offering are comparable with the fees previously authorized by the Commission 
for identical program offerings in Resolution W-5072 for Lukins Brothers Water 
Company. 

 
7. WSM solicited bids based on criteria that included convenient and customer-

friendly services such as a web-based payment option, the ability to make 
payments after hours, and the ability to make payments over the phone. 

 
8. WSM used a competitive bidding process to select a vendor and chose the 

vendor with the lowest convenience fees for its customers. 
 

9. It is reasonable for customers to pay transaction fees to the third-party vendor, 
Nextbillpay, of $2.95 for using a credit or debit card to pay water bills up to $300, 
a 2.75% fee for water bills over $300, and a $2.35 per transaction fee for ACH and 
e-check. 
 

10. Customers who do not elect to use the proposed payment options will not be 
charged for any costs related to providing this service.  

 
11. The memorandum account is the appropriate mechanism for recording all costs 

and savings associated with providing these payment options. 
 

12. The Commission finds reasonable WSM’s request to establish the Payment 
Processing Costs Memorandum Account (PPCMA) to track all costs and savings 
resulting from the use of the bill payment option. 
   

13. The following costs and savings are reasonable to record in the PPCMA:  
a. Costs incurred to develop this payment offering, including but not limited to, 

program access fees, administrative program costs not previously authorized 
in rates,  

b. Costs of noticing and advertising the program and responding to customer 
questions,  
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c. Costs of ongoing operation of the service not previously authorized in rates, 
including but not limited to, customer service expenses in handling electronic 
payments online or over the phone; 

d. Cost savings resulting from reduced number of shutoffs and service 
disconnections associated with timely payment of bills using the proposed 
payment options, including but not limited to savings in less in time spent 
sending service shutoff letters to customers; and  

e. Cost savings from reduced need for manual accounts receivable processes 
and reduced time to collect, process, and deposit payments.  
 

14. The net balance (costs and savings) and reasonableness of all transactions in the 
PPCMA will be reviewed as part of WSM’s next General Rate Case. 
 

15. It is reasonable for WSM to file a supplement AL 74-W to modify its Tariff Rule 
No. 9 to establish a credit or debit card or ACH/electronic check bill program 
option and add PPCMA to its Preliminary Statement consistent with Appendix A 
attached to this Resolution. 
 

16. It is reasonable to allow WSM to give its customers the option of receiving water 
bills and legally mandated notices (such as rate increase notices, water quality 
notices, etc.) electronically provided that when a customer elects this option, the 
utility shall provide one final mailed notice to inform the customer that paper 
bills and paper mandated notices will no longer be provided. 
 

17. WSM has no outstanding compliance orders and has been filing annual reports 
as required.  
 

18. WSM is in compliance with the State Water Resources Control Board’s Division 
of Drinking Water applicable water quality standards and regulations for safe 
drinking water. 

 
19. WSM is up to date with its annual Public Utilities Reimbursement Fee payments 

to the Commission. 
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THEREFORE, IT IS ORDERED THAT: 

1. West San Martin Water Works Inc.’s request in Advice Letter 74-W to allow 
customers to pay their water service bills using a credit or debit card or 
Automatic Clearing House/electronic check payment option through a third-
party vendor, for a non-refundable per transaction fee charged directly to the 
customer, is approved. West San Martin Water Works Inc. shall file, within 30 
days of the effective date of this Resolution, a supplement to Advice Letter 74-W 
with revisions to Tariff Rule No. 9 as noted in Appendix A. 
 

2. West San Martin Water Works Inc.’s request to establish the Payment Processing 
Costs Memorandum Account is approved. Within 30 days of the effective date of 
this Resolution, West San Martin Water Works Inc. must file a supplement to 
Advice Letter 74-W with revisions to the Preliminary Statement as noted in 
Appendix A. West San Martin Water Works Inc. shall record all costs and 
savings the utility may incur, including but not limited to those described herein, 
for the use of the electronic bill payment option services.  
 

3. Any net balance (costs and savings) and reasonableness of all transactions in the 
memorandum account established in Ordering Paragraph 2, above, shall be 
reviewed in West San Martin Water Works Inc.’s next General Rate Case. Any 
net savings shall be passed on to West San Martin Water Works Inc.’s customers. 
Any net expenses may only be recovered from customers who opt use of the 
proposed payment options. 
 

4. West San Martin Water Works Inc.’s request in Advice Letter 74-W to allow 
customers the option to receive water bills and most legally mandated notices 
electronically is approved. 
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This Resolution is effective today. 
 
I certify that the foregoing resolution was duly introduced, passed, and adopted at a 
conference of the Public Utilities Commission of the State of California held August 19, 
2021; the following Commissioners voting favorably thereon: 
 
 

  

Rachel Peterson 
Executive Director 

  



Resolution W-5243 
WD 

August 19, 2021 

12 

APPENDIX A 
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West San Martin Water Works Inc. 
1005 Highland Ave., San Martin, CA 95046 

 

ADVICE LETTER 74-W 
SERVICE LIST 

 

West San Martin Water Works 
1005 Highland Ave. 
San Martin, CA 95046 
brian.ukstad@wsmwater.com 
 

 

San Martin County Water District 
P.O. Box 120 
San Martin, CA 95046 
 

 

Twin Valley Water Company 
P.O. Box 443 
Morgan Hill, CA 95038 

 

  
  
  
  
  
  
  
  
  
  
  

 
  



CERTIFICATE OF SERVICE 

I certify that I have by either electronic mail or postal mail, this day, served a true copy 
of Proposed Resolution No. W-5243 on all parties in these filings or their attorneys as 
shown on the attached lists. 

Dated August 2, 2021 at San Francisco, California. 

 
 /s/Levi Goldman 

Levi Goldman 
 

Parties should notify the Water Division, 
Third Floor, California Public Utilities 
Commission, 505 Van Ness Avenue, San 
Francisco, CA 94102, of any change of address 
to ensure that they continue to receive 
documents. You must indicate the Resolution 
number on which your name appears. 
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