
Decision No. __ 889 __ 45 __ JUN 13'1978 

BEFORE THE PUBLIC mnITIES COMMISSION OF TEE STATE OF CALIFORNIA· 

Application of Winton Water· 
Company for approval of a loan 
contract. With the St:ate 
Department of Water Resources 
and. related rate increases. , 

) 
) 

~ 
) 
) 

-In-v-e-st-:z.g-· -a-t-i-o-u-o-n-t-h-e-eo-rtrCll.-·-S-S-i-o-n-· -S-j) 
own motion into the rates ~ 
operations, practices, serviCE!, 
equipment,. facilities, rules,. _ ) 
regu.lations,. contracts and water ») 
supply or Winton Water Company, 
Ine., respondent. ) 

--~--------------------) 

Applicat".ion,No. 57771· 
(Filed Decembe:r2'l, 1m) 

Case No. 103-97 
(Filed August". 2~p 1977) 

Samuel A.. Sperry, Attorney at Law, for 
Winton Water Compa..'"lY, Inc., applica..'"lt. 
and respondent .. 

Warren A. Palmer,. Att".orney at. taw, for 
Wuton 1fJ3nor ~..utual Water Company, 
Yosemite Glass Company, Howard 
McCullough, and Bud Ray:nond; a.'"ld 
Harold T. Cook, for Depa.~ment of 
Water Resources, State of California; 
interested parties. 

Peter G. Fairchild,. Attorney at Law, 
Ja~es M. ~-nes, and HenryA. 
Angerbauer, for the Commission staf£,. 

INTERIM OPINION 

Winton Wat.er COmpany, Inc. (Winton Water) is a public 
.. 

utility i'urnisb.ing water to about 1,250 flat. rate customers in 

the '1ll'lin"corporated CO:mnmity of' Winton in Merced County .. 

In Application No. 57771,. Winton Water seeks approval 
or a $587,100 loan from the State of california Departmento£ 
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Water Resources (DWR) under the cali:f'ornia Safe Drinking Water 
.. 11 

Bond Act of 1976 (Bond Act) .;!/. 'Winton Water also. seeks a surcharge. 

rate sufficient to repay the principal amount and interest computed 
at 5t percent over a period of 20 years. The annual debt se~ce 
is estimated to be $4S:.$OO... The requested surcharge is $) ... 70· per 
month.. 

Case No. 10397 is 8.!'l. investigation on the Commission·s 

own motio!l into the pra¢tices~ :f'acilities, and water supp.ly of 

Winton Water. The investigation was initiated because of the 

In 1976 the electorate of the State of' California voted t.he 
California Safe Drinking Water Bond Act of 1976 into law. 
Tllis law provides, among other things, that water utilities 
'Whose ,water syste:::lS :f'ail to meet the California Health and 
safety Code standards and who could not otherwise obtain 
:f'unds to make the improvement may make application to the 
State Department of Public. Health and the State Department 
of Water Resources (DWR) for low interest rate loans. 
Applications for such loans are processed first by the State 
Department of Public Sealth to c;.ualify on the basis of public 
health need and then by the DWR to qualify on the basis of 
need for fina!lcial assistance. The DWR acts as the lending 
agency and :f'iscal administrator. 'As conditions precedent to 
gra:lting the loan, applicant must demonstrate to the DWR ·its 
ability to repay the lOa!l and the applicant muS~ institute 
measures that 'Will maximize water conservation. 

The purpose of Application No.. 57771 is to. obtain such 
authorizations from the Public Utilities Commission as are 
necessary to. comply with the Public Utilities Code and the 
DWR requirements to Cl,uaJ.ify for a loan.. The requests herein 
include: (1) autherity to execute a lean contract w:itb. the 
DWR, (2) to incur indebtedness o.f $570,OOO~ and (3) to.· 
iherease rates to recover the debt service of: principal and 
interest on the proposed 103.."1. The standard fom. loan. 
contract is attached as Exhibit C.. The improvements to be 
financed by the loan and the estimated costs are as· set 
forth in Exhibit D to the application. 
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nume:-ous informal complaints from ~stomers of .Winton Water 
concerning lack of water pressure and p¢or quality water. 

Hearings in the application and investigation proceedings 
II ", 

were held on a consolidated record before Administrat.ive Law:Judg~ 
J. W. Mallo:-y in Winton 0:1 May 2, 3, and 4., 197:S.Y The matters: 
were submit.ted on May 18,. 197$ upon the receipt of late-filed 
exhibits of the State of California Depa.-tment of Public Health 
(DPH) 3."ld the staff' of the Commission·s HydraulicB:"anch. 

Exhibits 1 and 2 in Case No. 10397 introduced by 
representatives of the Commission·s Uti~ities Division - HydrauliC 
Branch outline the staff investigation int.o the operations of 
Winton Water and contain several specific recommendations for 
improvement of service. Testimony was also received fro!:l public 
Witnesses· concerning alleged deficiencies'in t.he services and 
opera~ion! of' Winton Water • 

. In Application No. 57771, evidence was presented by- a 
consulting civil engineer employed by Winto!l Water and by Winton 
Water·s president with respect to the pla.~ed improvements that 
are to be made up¢n the appro,,"a1 of, the Bond Act loan.Wint.on' s 
president also t.estified With respect to the manne:- in which 
Winton Water proposes to increase its revenue to recover the 
related debt service . expense s. Witnesses appearing for DPH and 
DWR presented recommendations concerning the improvement to be' 
financed by the Bond Act fu.nds. 

The original hearings in Case No. 10397 on January 17 and 18:, 
1978- were held on a consolidated record with Case No. 10407 -
Winton Manor Mutual Water Com anv v Winton Water Com an Inc. 
in Wh:i.c.b. the lI.ut seeks al'l 0 er dec aring that- certain ., . 
subdivisions are not- within Winton Water's service area. That-< 
complaint is submitted. 

-3-



A.57771~ C.l0397 nf 

Two staf'f witnesses proposed.al ternative means of 
increasing rates to recover debt service expenses. A financial 
examiner appearing for the Commission's Finance Di Visi,on presented 
factual data and reco~endations in support of the surCharge 
method. Al'l engineer from the Commis.sion's Hydraulic Branch 
presented eVidence to support the so-called conventional ratemaking 
approach. DWR supported the surcharge method. 
Public SUEport £or the Project 

Several public Witnesses testified in the. application .. 
proceeding. The consensus of that testimony is that the proposed' 
project is necess~ in order to provide adequate service. Only 
token opposition to the project was made in the form of disapproval 
of unnecessary expenditures'whiCh would inordinately raise rates. 
One of the public witnesses asked that the loan. funds originally' 
earmarked for metering of residential customers not be spent for 
other purposes in order to reduce the. financial impact on 
l"esidential custO:::lers. 
Metering 

The schedule of proposed improvements and estimated . 
cost set forth as Exhibit D to the application includes $110,000 
for the installation of 1,000 meters. 

In response to the directive contained in Decision 
No. S$692,.lI applica.:J.t and the stai"i' presented data With respect 

In DeciSion No. $$692 dated April 11, 1975 in Case No. 10114, 
the Commission rescinded an order that all Class A and B nat: 
rate water utilities should be metered within a period of 3t 
years? and ordered that such utilities shall include, as part 
oi'. any general rate proceeding,. an analysis of the I costs 
and benefits of convert~ various described classes o~ 
existing fiat rat~._s_erVice:s to, metered service. . 
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to the costs ~d benefits of converti:e.g the existing flat rate 
system to a metered system. It was applicant"s conclUSi0z:, that 
the estimated installation cost of $110 per ~eter would not be 

offset by the conservation or other benefits to be achieved 
therefrom. 

Witnesses in the application phase of this proceeding 
and in the earlier phase (Footnote 2) testified strongly in 
oppoSition to the metering of residential services. In face of 
strong opposition to residential metering expressed by its , 
customers and by Assemblyman Joh."'J. E. 'l'b:urman, in whose district 
the water system is lOCAted, Winton Water, with the approvsl 
of DWR, eliminated the' installatio~ of meters from its schedule 
of proposed improvements. 

!t---wae 'tiloe recQRmlertdaL:ion of the -;t3ff ene::tn~er th:irt 7~ 
~~O~IItn~Ce:lr-CC':J:r:' a1':--=.,~e~ ... :"":Qr.i':':'tc:-eer:;s~be~':%:m[ee"te:e'erl 'e'edc:-t"t:oo-:pp:l~e~o ee':ln~t:ne~X~C~e~3~9'~:i:~"OM!e:-ttt~ .... \'I!e~b~y4l~'2.::r:gg~eJ:r~ ... 

~:pe¥&n"o d':'.,!.c imina ... .!.o •• aga±l .. .,,!; ~ e .... ideft;;i; a' 
.. ur~enners. ... 
Serv!ce Improvements 

Publie witnesses, the applieant, the Commission staff r 

DPH, and DWR are in general agreement. that substantial improvements. 
in the Winton Water system are neeessary to provide adequate, 
elean, and potable wa~er ~o the customers of Winton W~ter.DPH, 
applican~ and the staff proposals differed in several respects. 

Applicant proposes to replaee substandard water pipes, 
install blow-off valves, reconstruct t:..ro pumps, drill and equip 
two new wells, and install fire hydran~s as part of its scheduled 
construction program. The specific' proposals pres~nted'by 
~he consultant engineer are described in his Exhibits 11 and 12 
and on diagrams submitted as Exhibits. 3 through 10. The 
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recommendations of the staff engine'er are contained in his EXhibit 
17. The re commenc.3:tions of the asso ci.lte sanitary engineer 
appearing for DPH were made orally ,~'t the hea..."'"ing. The recommended 
improveme:l:t.s to 'the facilit.ies which olre diffe::-ent from ,those 

. contained in the applica~ion were submitt.ed to DPH to determine 

which a:-e necessary to p::-ovide 3.dequat.e,. clean,: and potable w.:l.ter 
(see Footnote 1). 

DPH·s Ey~ibit 21 sets forth the improvementswhi~.are 
qualified on the b~sis of public health need and WhiCA ~e 
approved for fin~~cing by Bond Act funds. The total of such 
improvements (including the :3 percen't lo3."'l. ~"lagement. fee) ,are 

estimated to cost not in excess of the,' p:incipal amount of the 
loo..."'l. of $5$'7,100. Exhibit 2'1 does not provide for the' metering 

, 
; , 

of commercial ~~tOmers as proposed by the staff engineer. Exr~bit 

21 states:t.h.:lt proposals other 'than those found qualified,. "although 
beneficial and of value in the overall operation of Winton ~later·s. 
system,do not have the direct impact in the delivery of clean 

p¢table wat.er of sufficient pressure and volume needed 'for 
inclusion in the loan." 

, The improvecents found qualified and approved for 
application of Bone. Act funds are for purposes specified in 
Se.C'tion 817 of the ?t:.blic Utilities Code,. ~d approval of the 
lo~~ agreem~nt between Winton Wa~er and DWR should be approved 

'i 

under provisions of Section ele o~ ~he Code. 
Term 0 f Loal2. 

The loan agreement attach.ed to the applic3.tion provides 
for repaymec,t of the loan over a period of 20 years. Th.e eVidence 
indicates that 0. longer repayment period wou.ld reduce the rate 
increase necessa...ry to cover prinCipal one. interest payments a.'"ld 
would more closely :r.atch the life of the assets to be acquired 
from the pro ceeds of: the lear.. The starr witnesses recommended 
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a repayment period of 30 to 35 years. DWR desires that the 
shortest reasonable repayment period be adopted. Thirty years 
is the shortest reasonable period for repayment of the loan in light 
of the opposing considerations of the need of DWR for promp~ 
repayment of the loan and the needs of the customers of the 
lowest'possible utility bills. 
Method o~ Increasing Rates 

We will not settle in this pro ceeding whether the 
surcharge method or the conventional ratemaking method shoul:d 
determine the level of the increaSed rates and charges made 
necessaryby the apprc1val of the proposed lo~ .. 

The application of Qt::iney Water Company (Application 
No. 57406) was intended to be the lead case for determining how 
to dispose of applications such as this arising under the Bond 
Act. Pending a decision in the Quincy matter, we have authorized 
interim relief to Borrego Springs Water Company by Decision No~ 
SS535 dated March 7, 1975 in Application No. 5769S, and. to Rio 
Plaza Water Company, Inc. by Decision No.- SSS34 dated May 16, 
1975 in Application No. 57461. 

Interim relief should be granted. herein pending 
, . 

resolution of the ratemaking issues in Quincy Water Company. The 
interim increase authorized herein is SZ.70per month for· flat 
rate residential service and comparable amounts for other types 
of service ... 
Findings 

1. Applieant·s water system is urgently in need o£ the 
improvements described in the application Which. are necess~ 
to assure an adequate supply of heal thful drinking'· water to, . 
applicant's customers. 
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2. The least expensive, feasible method or financing suCh 

improvements is by means of a Bond Act loan from the State or
california. 

3. The revenues generated by applicantfs present rates' 
will not. provide sufficient revenue to meet the payments on sueD. 

a lo~. Applicant should be authorized to file revised rates to 
offset inereased costs. 

4. Applicant~s customers have been informed as to the 

project, its benefits, and its expected costs. There is 

substantial .publi c support for the pro je ct. 
5. Applicant should be required to establish a balancing 

account reflecting the difference between revenues· at present .. 

and revised rates and tax credits as used. The balancing account 

should be reduced by the amou..~t of: payments on the loan. 

6. The term for repayment of the loan should be not less 

than 30 years in order to provide the lowest possible rates to 
applicantfs 'customers' and to mo~e reasonably match the repayment 

period to the lives or assets· acquired with the 10<3..'"l proceeds. 
7. The proposed security issue is for properpurpose~ 

and the money', property, or labor to be procured or paid for by' 

the issue or the security authorized by this deciSion is reasonably 

required for the purposes specified, which purposes are not, in 

Whole or in part, reasonably chargeable to operating expenses or 
to income. 

S. The inereases in rates and Charges authorized by this, 
decision are justified and are reasonable; and the present rates 

and charges, insofar as they differ from those prescribed by this 

de cision, are for the f?-ture' unjust and unreasonable,' pending a . 
final Commission decision herein. 
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Conclusions 

1. The increase as described above should. be gra..."'lt.ed on an 
in~erim basis to offset applicantPs increased expenditures ~"'lder 
~b.e loan.. 

2. The 10,),"1 should be" authorized subject to the conditions· / 
set forth in Findings 5 and 6. 

3 .. The investigative proceeding.in Case No .. l0397 is no 
Jonge: neCessdry in view of t.he 'findings and conclusions reached, 

he:ein, ~"1d that proceeding should be termina~ed-

INTERIM ORDER 

IT IS ORDERED that: 

./ 

1. Winton Water Company, L"1c- (vlinton Water) may issue a 
note in the sum of $5S7,lOO to the State of California D~partment 

of Water Resources and to encumber; its utility. property as security 
for said note, the funds to be used only for thepurpos~s specified . " ~. 

in this decision or for refunding short-term loans alreadyineurred 
for such pu...-poses. The repayme.c:t period specified in such. note 

shall be not l~ss than_thi~yy~~s.. 
2. vlinton Water may file the reVised rate schedules attached 

to this order as Appendix A when the sum of ::toney expended on 

capital improve::tents exceeds 50 percetl:~ of the; loan ·am01.m:t·" as 
requested. Such filing shall comply with General Order No. 96~A. 

The staff sb.all confirm the magnitude of dollars expended and., 
when satisfied. shall prepare a resolution for- 'the Commission's 
considera'tion and approval. The effec'tive date of the revised 
schedules shall be the e££ective date of the resolution. The 

revised schedules shall apply only to service rendered on and 

af~er the effective date of the revised schedules. 
3. Winton Water shall es~ablish a balancing account as 

specified in Findi.cg 5. 
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4. The proccec.ing i:n App:Lica~iori No. 57771 iscontir.~cd .. 
The proceeding in Case ~o.' 10397 is t.e:::rnina-ved. 

The authorit.y gran-ved by -Vhis order t.o issue an evidence 

o~ indeotedness and t.o cx~cutc ~ 103..."l contract '..:ill become effective 

when Wi::.t.on vlater Comp.:l.."l.Yh..:ls paid the tee prescribed by Sect.ion 

1904(b) of the Public Ut.iliti~s Code, wb..ich. fcc is $1~17'.. In other 
resp~cts the effective date of this order shull. bcthirty days .o:fter 

t.he c.at.c hereof .. 
~~\ Dated at , CD.lifornia, this -. -------------------

d ~ JUNe 1976 ay 0 ... __________ , o. 

,,', " -10- .>.,; 



APPENDIX A 
Page 1 of 2 

Sehedule No.' 1 

APPLlCABILITI 

Applicable to :Ul. metered. w::lter "ervice. 

'J., 

Winton a."'ld vicinity, Merced County. 

RATES e-
Service Charge: 

For 5/8 x 3/4-5.:D.ehmet.er .............. ; ................. . 
For 3!4-~ meter •••••••••••• ' ••••••••••••••••••• 
For l-in.Q. meter ........ , ......................... . 
For l~ineh meter ......... ' ••••• , ••••••••••••••• · .. .. 
For 2-ineh me*'...er ............... _ •••••••••• ~, ••••• 

Quanti tyR3.tes: 

Fir:st. $00 C1J..!t-, per 100 eu.tt.. •••••••••••••••••••••• 

; Per Meter Per Month. 
Pre~'ent., ~evised. 

$3~oo. " 
3·30 ' 
4 .. $0 , 
6 .. 00 ' 
S..lO' 

$3~OO 
3·30 
4 .. 50, 
6.c» 
8.10· 

$0.35 
Over 500 cu.£~., per 100 eu.!t ....................... .. . 0.48 eI) 

The Service Charge is. applicable to all metered 
service. It iz a readines$-to-scrve charge to 
'Which is added. the charge, computed at the 
Quantity Rates., tor water used d.uring the month. 
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SCM:cule No. 2 

Fl.A'I' RAl'E SERVI ct --
APPLICABI LI'TY 

Applicable to all flat rate water service. 

TERRI TO RY 

Winton and vicinity, Merced County. 

1. For a sin~le-family residential ~nitr 
1nclud1n&prem15c5 ~t cxceeo1n& 
9",000" aq.i£t.- in area ... *_ •••••••••••••••••••• 

j,i 

a. For e.llcn additional single':' 
famllyres1dent1al unit on the 
&ame ::>remises ArLd served frolfl 
the s;ame service connection, ................. . 

~.. For each 100 sq. ft. of premises 
in excess of 9,000 sq .. !t ................. __ 

2.. For each ~mmerc141 IGun~erette, per 
w.a.shing_ 1D&eh1.ne- ....... __ ._. ___ .................. ~ 

3. For eachfr~%er locker plant ............... __ 

~ For each "1:ore, Q&X'ket, sbop: or 
serY'ice- st.4t.1on _______ ••••• '. e·. _______ •• -._ •• 

5. For each hotel, ap~rtmen t or motel, 
including. first unit. o!£'1ce and 
ue111~y room • ____ 4 •••• ____ •••••••••• __ ••• _ •• 

For eaeh additional unit ...••......•.... 
SPECIAL CONDITIONS 

Per ~ce COnnection 
PM' l10nth .' 

$ 6.1$ 

4.05 

0 .. 024 

2.45 

8.10 

6 .. 15 

& .. 15 

4.0$ 

. $8 .. 8S 

6.75-

.. 035 

3.55 

11.70 

8.8$ 

8_85 

6.75 

.. 1. The above flat rates apply to a residential service connection not 
~ 1arscr than one-inch 1n ~iameter. 

2.. If ~he utility so etec~8p a me~e~ .hall be ins~a11ed and aervice 
provided under Schedule No.1. Y.ctered Service .. 
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