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BEFORE THE PUBLIC OTII..lTIES COMMISSIO~r OF tHE'STATE OF'CALIFORNIA,; , 
I 1'· , 

,i 

In the Matter of the App11catio'D. 
of THE CAMPBETL WAIER cOMP.ANY~ . , 
a corporatiou~ for authoriity,to 
iucrease its rates and charges· . 
for its"water, system serving ,the 
City ofCampbell~ C1tyofl\San 
Jose &ld adjacent territory in 
Santa .Clara County. ' , 

iApplication' No'" 47515,', ' , 
(Filed April 21".19:65·;:,':" " 
A:Dleuded.Augus.t<'2~,196'5-): / ',,' 
\. ., I 

I' ", 

,. 
" 

\: ". ':: . : 
,: • 1 

Orrick, Dahllquist, Herri~>ton & Sutcliffe~',. 
by James: F. Crafts, Jr~). for app,licant .. 

William L. :Knecht). for California Farm 
Bureau, F:eaer ation, in1:erested~ party .... 

. d " ' i , . 

J. E. Johns.on" for the COllmiss1on .staff. 
. ..1 '\ 

i " 

, ,', • " \\ "' I • ,. " " 

This 8PP-11cation::was heard' be£(l:re Examiner. Gillanders at>· 
,I' I' .', l 
::" . 

.. :; " l, .10",.' 

Campbell on September 22, 1!965. •. It was submitted on October:l>; 
': . \' . . '. " . . . ':' '~' , 

1965. upon receipt· of. late~,filed' Exhibit 13:. Copies, of theapp:li-' 
\, ' '. . 

~ : : ' . i . ", . , , .. , J • '. 

cation and the notice 'of hearing were seX:t1ed', in.accordance with'. 
" ' \ "~ 

. , ':i' . I, , . . 

the Coxmnission f s procedural!'\'rules.. . Therel'are,no protests. 
. ':, I. . '. .' 

Applicant preseUt~d' tWo exh1bit~ ~d testimony by" two' 
r .. 

• : ;1, ~. :. " , " \ 

witnesses in support, of its: i:,requestto' increase' its' rates ,and' 
i, . " 

charges for water service itl~ the C!ties ;o:E Campbell and San Jose' 
, , ' .' i\' . . , . ~', " , . ", " , ' 

and adjacent territory in SautaClara County.. . In add:[:tion,. 
, , • 1,:, ',. t ,'" .. , ,', . 

applicant, at the direction~~f the presid~~, exam1ner ,produced ," 
," I' . .' 

a late-filed exhibit. !W~. w-ftnesses . fro~i'.the commission st,aff·. 
. -- . " . - " :~::" ' "i; " l' . ". -.. ' " _ " . 

presented oue exhibit and' te~rtimony :onthEr . results· of their 
- I > •• i- , , 

\ 'I I'l' 

independent studies of applicant t S operatfons.. The staff also" . 
" i) ., I ,j. ~. 

at the direction of the pres!ding: exax::dner , presented two: 
, 1'1 \ l ~ I 

, :1, " !, 
': '. late-£iled exhibits. ,':,\ : , ' .... ' ! 
I' , I:·" 
': ' \, _J J 
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" Ii . 
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",' , 

Campbell'f s f:[l~d tari~f sdhedules,'proV!de' for' general,', 
I, " I . . ! " • I~, ' \'~ I ,. , ." • , ' ' ,. l 

metered. meas'Ured!irrigat~on~privat':e fire protection,. public ,','" 
'''1 }' .. i . . , " . 

fire hydrant, and;:miscellianeousi:wate:r services. ,Illcreases ,are' 
I' ) I' 

. 'I " \~I ~ Ii : .' , . ' . I . . .' 

proposed onlyfor:the genc~ral metered. schedule. Ap1>licant 
I, I:' :' 1\;' . ' . 

proposes to:, aband~n its p~cesendminil:l.um charge rate schedule and", 
. ':. :;" \i' . . :1' ,;:.1, I. ",. ,':' '-.' ',. < 

offer a service charge rate' scheduler wh1chi.t claims will produce 
~" . ': :1 '\. i:. \ "'. " " I >' .',:,., :'" . 

monthlycha%ges whic:h conform more c:ilosely to' the ac:eaal',cos,t of' 
\ t . : ~' , i :' .', " , , " . . , " . 

servic:e and i,will ~educ:e the sub&tantia1 difference,between:[ts: 
I, jr I :' 

ma:dmum and:min;imum charges to its ~~s.tomers. Based, on· an 
" ':1 t, \ I • " . 

average monthly use of ap~roximitelyl )2,006. cubic 'feet ,by" a' 
I . • I ~ I") '. . 

, ,0 " II I' ii'. .' '.' .. . 

typical residential: eustomer:t appl1cjmt's, proposed rates would 
i' ~ " il , ; ", i' .' .. . '. ' i:", " .' ,. " ' 

result in an average monthly inCrea.sc~: " of 40 cents. or '5~ 7' 'percel1t ~" 
I,' .:. il) !',,', l"'i:, . '.' .. ',1:,,1, " . ... ," r ',' 

AFlplic:a:nt's last! general ri~;te increase 'became effective,' 
:; ,: 'ii !', i:',::' . . ," ',' 

in March 1963 and an incr~ase' to' off!;'et ground water charges' 

becam.e effective on July 1, 1964.. A. second ground water charge 
II :, :i" _ . '. ' ". .'.!: '" , , 

offset increase was authorized tl, become effecti.ve July l:t ,1965:.: 
Ii' i ';;'" ' , I~ 

In: 1959" 'the coml?~y eleed~d:, tot.alc:e' advantaSc 'of Section 
II i!~ . . :; .~:'" : I; , '. . . ' .. ': '. " :. ' . ", 

,167 of the Internal. Revenue Code' and: the corresponding provision' " 
:, ,:' :1. i, ,"f '~,'.' "" ,:,._ : " ",,' ,,' ' 

in the California Revenue ~md, Taxation' Code- regard1ngliberalized': ",. 
J ':i i L .,' . . " ,',. . , 

deprec1atio~:.. The:, companyl:,util~~ed t:ile double: d~clini.ng', b~l'311~e· 
• ;, I ; "' j I: ','" , ,,'. 

method of· depreciation for i,:inco~et~: purposes forthe_years;i9'59,~· 
\ I' , 

1960',~. 1961 ~~d 1962. Duri'ng thei,' proeeedings, which" r,esultecl" in 
.;. i II (' l' ' 

the general :\rate :tx\crcase effecd,ive :tn' 196:>, the company s'tated 
I I I I ' 

I ! L ~ I , 

it was its fntention to re"J'ert to nOX:malstra:lght-line:~t:ax, 
!,' ~: : i ' I j !:. i· 'i" " , , ': . . -:' 

depreciation' for the year 1962 and subsequent .. years. ··Cons.:l:stent' .... 
. I • i, ':,' , ~ '" !, i I : • . " 'r , 

withl:this 1riteutioti~the c~~ssi~n,!iu Dec:ls:[onNo~ 649sl,/dated" 
\ I ~ , " : : I : \i - ,; . I , \ ~. ' . " ,',; .' . : 

Febntary 19 ~:, 1963, 'in Applfcat10ri N6., 43963',.,. autborlzedrates, 
'\'1 1:." 'r' _:: I 1; \' '" " "~ ;,. ',." . " \ " .. ,J • .' ::;., ,I,,,): '; ",,' ,,' 

based:' upon the stra~ght-ll.rie meehod·o.f computingt~depree~ation. 
• \ i) . • ~' " ,', ~ \ II \,' ~,'I" . ' J ,l' • 1 ,'. , 'i, ' '\ ". '",' . 

Ord~~ parkgraph7 of Dec~,10nl:No: :64981.readsas:":f~~lOW$:; ., . 
< 1\ ,1', :( (, ~II ... .' , '.: . : ,". 

. ! I " I,: '; ~ I, I: ' 
il 1'1 I: 
'I ' " 
I; I 

'1'\ r, 
"Ii, I ! 

;! I 

.1 .. ' ; 
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\ ". 
I 'I I.... " . 

"7 .. '~ith1ns:txty I days after filing its:' annual 
federal income·taX return for 1962' and each 
£'ttture ,year ~ i applicant shallinformth1s 
Ccrnmission~ in 'Wri'!:ing~ of any use' of 
liberalized'deprec:tation for tax purposes 
.lifter 1961. to ena1>lc the ColXDllissfon to' 
cO'.lSider the i effec1: of this tax treatment 

11 ' . \ f'r on apt> cant,s ratE.S •. 
; I· I,' ,. 
" .: I . ' ';' '. 

, 
'.' 

" On April 26-~ 1963; the company informed .the Commission.' 
;' . , ~; ~ I' \: ,~, 'I' • '; " :, ' ',". ,:"'. :." .-

that it !'had e1ectetl to; continue the use of 1iberalize(:i.:dcprec:[ation,·' 
'1\ :'. I,', I,: ' . '.. \ ' . .' . " r .'" .. :.... .' . ' 

£o~r income tax purposes fori:the. calendar year 1.:1962 and:' als,O' that .1t .. 
:\ ' I ~': I' . , : ),' . , '. ' " ' \"1". ..'..... ;': " ::' : ,-: ,J,' -'. • • : ." • ' 

'WoUld rE.vert to ,stra1~llt-line t~ idepreciatioQ" for'ie8rs!:'subse~' ' 
il " -:.!: ~;. II ., . I'. . 
I \ I ~ \. I' 

quent: tOt. 1962. i:' i 
'Ii . '., . ,', .!: I .. .' .,' .... '.' . '.' 
,I The st.3£f re~commenas a'riate of return. ,of 6'.8'perceut on ' ' 
! I ' '(, • - :,.. ! ~ ". \', , ,,';: . ' ' '. , ", . . :, ' '. ,':'.~' .:' . ' .. -' .,' .. 

it:; 1966.: estimated ratle- basel, of . $1:~04&,800~, . This' 'Would require 
!; \; ') ,I', ,I l't " .\ . 'I '. .' I' • ' . ", , "',' 

an'liil.lcrease· of $41~500:;in es.timated . gross· revenues "for ·1965, .an 
,I, ""1' . . , . , . 
11 i I ... i ~ ", . \1 

increase!', of approx1.m8.t;ely 1211 percent. In determining . the.above 
i! !: ~ ':.;; 'i':-',' v .. ,', - 'j . 

inc:rease;~ the sta££ calculated :Lncome taxes onthe':'bas~is,i of 
~! i' ~; I:: L I'· ':. . .•. 

stt;aight;'line tax depr~~ciatibn. \;: i ' ' ... 
il !: . .,! I', I:' Ii ,. ' " . . . 

\1 i Applicant's Emdence sho'(t;'s.,.·.',usingthestraight~line, 
i;, \. ". " I: '., Ii " ' , "" J.' " 

taii
\ depr~ciatiou ba~is:~ 't;hatta gros,'s revenue increas~:. of '$4:1 •. 710 .. 
II I, I I' ~ i'l . ';' , . • 

'Would be .required!' to- pioduce i.a 6.Spereerit rate of returnoti its .... 
'I r I " ! 

\ l' I . 

19&~ est:l:.m.ated rate baS~e of $1,.062,090. 
11: ", " !:" I:. ..'; .", 

. It is·.app11cimt's' position that the rate increase 
I ~ . : :'" ' . i: ~I ~ ~;" \:. , , ',' 

requested is simply due to rfsingcos:ts. 
ii':' ,,:i I( I'" ,\;. "', 1; , I, , 

\' : : The recorcl:r~veals Ithatapplicant does not use'.a 'Work· 
:i i ·:r· ';. :':i ." •... . " .•...•........ 

order system to record ::change:s in utility plant asrequ:Lred by . 
l: ,; . :.. \'1:" ,,' . . . ". ,.,. ',I.' ..... ' .... 

.}, .... the iUniform Systeml,of Acco'unts for' Class, A,B:and·C,watex-
i.1 \~ : :,1 .j .>" I'. . ." ," , " ' 

. ," '. 

l' t' ! ,I . Nt. . 1 ,'.' I 

util:ttiesi'. In the": absenceofJ' a work order system·, the', ,total cost' . 
II I' :. il: i,.·, . ".". 
,I 1,. 1 I \" ' 

of a\1 giVer :plant . inst~lation\.iS no~\::, readily; ascertai~ble :f~om ':.>., 

aceount~~' records.. N~' reasonable' eXplanat:f.'on was given, either' . 
1\ i: . ' : :: ; "t·,-·, ' '. . ,. " "', ", ' , 

by appli;clmtor st.iff,th j'CStifyappi!cane' s' failu~e:to ab1:de'by 
'1\' I',: I', ..•. I': " " '.' .' '.' . ' ,~,.' 

the ~f~~ts of: thi~~. commission. The'app,l:teant sh~o:ld.:··· . 
" ill\ . Ii, ..... ",', :::' ,. " 

~ , ~: . -,' , " . 
I , '; :' 
" 

.' . 
','t I . 
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'I:' :; , '; Ill' . 
i J 
II "I , 

I; Ii 
'I" :1 , I, 
Ii II 
" I', 
i! .:! ;:!, "~" 

ilmnediJ~telyinstaJ.l!, an adequate work order system in acc:o~d~nce . 
\:1 I,j, ': ~.. r . 

wi1:h the Uniform: System ofiAccounts. 
• . 'i i: i .. :: " r· 

!, " Both the .~pplicaut ,and the ,s,taff included,the' 'premium 
!::I ,i :i' ,. j: , 

onr'''ke~r-m.an insuran;be" as k oper.a:ting expense' in: 'developing 
I; Ii I, I.. /1 . . 

result~ of operatio1lS for the tes,t' year '1966., the-record;, reveals ' 
• ::.:: :: I;' ;, ·li-· 

that any proceeds. f~eom such insurance will ,redoundonly.tC> the' 
i ~ II I r 

st~ckh()lders of' ~Lpp:L:tcant. i We firid' that the expense: of:, key-man 
\'1 .. :i .:: Ii' I !: . ,., I' i',,' I'· .~. •• < ," 

insurance is not ia, proper charge' t:c>-operatingexpens'e'forr,ate'" 
I, II" 'I, ", " " I ' " " ',,', 
I! ,ii • ' ,i ' " 

1:l8ldDg~IPurposes.' 'i,i 
I! 'j, '. :,1 ,1\ 

'i . Ii We find: tllat the:::tncreas~~s in rates and' charges 
I' I i: I, . • 

author1:.zed hereiu' are justified; that the rates, and charges 
I, : ,.' , " I: , , , : ,',', 

authorj:.zed herein: are reasonable; ~md that thepresent,:ra'tes and' 
!, i ,,'" . . ~. " I' ' r ' . ' ,. ',. . ,.' . '., , 

cha:rge~i 7 insofar as they dfffer from those herein~.'J?rescribed" 
: \ ' I • I . i ~ . 

'are! fo~, the futur4amjust and unre~LSonable. 
i ' ", 'I!· I' , 

" .". 
, , 

. "" ~ 

"" ,', 

I ' I',' I \,' • 

, : We find: tha.t the: ~st1matE:S> of, operating revenues ,.taxes ~ " 
:: ::', : I: ' ~, . ! : '",. 

depreciation and thE~ rate~ase" asl'rSubmittedby applicant ,for 'the 
I' II j- .1· ., I,." . 
! I ~ , II I ii' ' . . . 

:test, ye:a:r 1.9667.arei:reaso~ble' for'\tbe purposes oftbis proeeed1~g' , • 
: ' i ~ i ' : : \ \ ': ',', . i' . . ," • > ., .' ,; I ~ ,'." ' '. "', 

and ; that applicant' i estimate of operating: expenses:tsre'asonable', " 
. ~:'~; .' .,! ' \; \ I! ' " , r ,.'..". - " . ' , '. . . '..'" 

when reduced by the liitems ofprem1urils: on key-man 1nsurance.and 
• , :1' , 'Ii I" I ' ", ' , " 

.a pro~r alloeati6n iof payr~ll t3Xe!sto cap:ttalizedpayi~ll~ '" 
, \ I /! ~\ I, • ~: '\ ' J ", ""., " " . ' , 

We conclude that applican:t:' s request' for'authority 'to· 
I ': i: : I,,··.. .' ,'<' ":'rl" '. 

increas.e its rates should be granted. to the extent of ,$41,.000 ' 
;' ; f .,;: i 1 ~ 

'axmual :~oss revenue: increase. Such gross revenue iucrease,:will . 
: . :; . .j: . I, " 'j ~. .' ',' . 

provider applicantwtth a6 .. 8percenl:: rate' of returnou':tts' " 
i II Ii, ' " ',,' 
; . ,I, 'I: . >-: ' 
adjuste;:1"1966: rate b~.. , ' 
: i!'" ' :1;, 
i !! 'I' 

, , 
i 
! 

Ii I 

]'1 Ii 
I: 
i' 

'<,', . 

- '" 
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. " 

IT IS':ORDERED that: 

. I, ' 

OR D 'E', R _ ...... -.-. .......... 

I ll," After the :,effective dateolf this order~ TheC&npbell 
\: II I' 

v1ater Company is: authorized to file i:the revised rate schedule 
,:' I I! ., ' 

attachecL::,totbi:s ordl'er as Appendix A~ The effect1ved'ateofthe 
" I.' ,"". . ". ' 

~ev1.sed scbedule shall be June 1, 19;66~ or four' days: . "after' the 
'; t '~ , ~ I,'" • '. . • , ,.' . _ , ", 

date of filing,. whichever is:,later. iConcurrently W1th:thefiling.' 
I:. ' i '. ':: ,.....,' ",. '. 

authorizE..~: ;:herein, applicant :,1s authorized' to·cancel'by<appro-
I I ~ . ", 

priate advice letter iiits pre~~tlY effectiveGCneral:Met:~red 
~ I ,~ i : " 'I' . + ' , • :', ' 

Service Sehedule No. :1, and to' provicl:e. for servi.Dg those' , 
'1

1 

,\. 'I, I !: ' -,' 

customers; under the siervice charge" t~pe rate schedule attached 
~ 'i: i . . \' 
!: 'I ' 

herete>,' asl Appendix A.I 
, ' I: , \" . .' 

2.. Wi~ niue;~y days dter th:e'effective date' of: this 
I'!. . \ I 

( >, i' \1 

order· applicant shalli file with theC,mmissiontwo· copies of a 
I, I • ~\,. ".' ,: . , I ': ,,' . 

revised system map prepared as, required by paragraph I'.lO~a·.of,' 
Ii ! . I 
II . . 

General Or,der ·No. 103.': 
\1 I , , , . I I. . . 

3. IFor the year 1966~ applicant shall apply, the'deprec:ia-
;. .;\ ,. I I, 

I I· " 
tion ratesi: set forth fa. Table 3-A of Exhibi.t 4.,' Until review" 

\: .,. i: ' 
indicateslotherwise, a1?plicant l shall continue to use these r~tes: . 

• I . '. I" I,. J' '. . '. . 'I' 

Applicant shall review;" its depreciation rates: at, intervals of, 
. l 'I " ' ., I • .r 1 '. . ~'. , .' 

three year~~ and' wheneve~r a maj or changle i.n. depreciable' plant ' 
I i 'I \ ·'1 . 
I 1 ~ , " • • 'I:' '~ I . . . '. I' . 

occurs:. kAy revisedidepreeiation rate:> shall be' 'determined by: 
; I I\~ ", I :,1; ,'1" \, " . '. ". I: 

(1) subtracting the estimated future net salvage· and the 
\' I, ," , , , -

deprecj:.atio~ reserve : fr:om _ the' original I, cost of p lcint;, (2)' dividing. 
, i , ~ . I • ~ ~ ,!! " . .' , 

the res:ult iby theestiIn.~ted remainit:.g life of the plant;. and 
I. i:,:: '. I, , . ,,',." 
1 . I. ';, I, '. ' 

(3) divid1x18 tbequo"::ient by the origiIl~al cost of the plant .. · . 
\' . . \', ::i 'I'~, r r ." ;:. . ,.. . . J ".:,"", " , , •• 

The results): of eaehr,ev:t;ew shall' be sabrnitted'promptly'to,the, 
+. \1: i:. .~, ,:. .., I ":'; , ,,'.'" 

Commis~i.on. i'l 
\: 

-5-
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:, 
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" 

4. \: App-1ieant st~ll i:zrzmediately install an adequate work 
II:: I 1: J" •• }' , . .., < 

order Sysitem. in aceordanee'l'Aiththe ~On:[form System of Accounts 
I,:: '_':"~" .• ) .r,:\~~.(~:<'I". ).' , "~Ii ;.< ..... ~'.:~, .. I •. ;.-· ' 

for 'Cl3SS::A, B and C water utilities:. 
! ' 
, 

I 
I' 

I, , 
,!be effeetiv~~ date of, thisl: order shall ,be ,twknty d'a;ys 

'i < I', . 

after the ii: date hereof .. i: 

" , I' .. 
" I, 

I' 
" 

\" 
" 

" 

., ' 
, " 

-" .. ~ 

,'I'" 

Commi~~10110r Peter: E' .. ' l(j;tehell' !;bel~'" " ' 
.necessb.rUYllbsollt:~'d.t4~o'tr)a;t1cipato:::' , 
Ul' the\~'<11~POs~~t1on'o.t,,·:th1s:::proceod~;':::. 

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

L;. 

"'" 

'." ,. 

"i: 
" 

','. 
"',.'i· 



I, 
I, 

I , 
i 

e 
NB-Vds:, * 

" 

i: 
f ,i 
Ii 

, 

,.' 
I '"~ 

" , , ' 

" '" ' \ 
,. 
I', 

~PENDtt A 
I , 
, .1 , 

" 

\,. , 

'" i 

i I 
Schedule- Nro.. 1 

J~Pl'LICA.BItm 

II ,; , " ~ i . . 
Ap.pl1cable;:,~' all metered ...ra.ter se:rv1ce. 

" i 

I 

~ : ! ' '. i .. ,I I • 

I' ,I 
, '[ 

XERRTI'QRY· 
, , "I 'I , 

Th~: City ofC,ampbeU and Vi::inity,\,santa ClAra County." 
• : ~ 1, I I • 

-, 

J~TES 
, I,' 

I 
" , -

I' 

\ 

'I,' 

se'~rl.ce Charge: 
, ,.' , I, 

, ' "- . I 

For 5/8: x 3/4-inch metor 
For; " 3/4-1nch:,meter 
For '1-1llch meter 
For 'li--1nchmet.;ir 
For 2-1nehmeter 
For 3-1llehmet.er 
For 4-inehmeter 
For 6-1neh'meter 
For. 8-1:neh. meter-

~~1t7RAtes.~ 
1\ -

'r . , ·······.··· .. ·.·_ ...... L. 
, , 

.-~~ ••••• ~ •••• __ •••••• r •• 

i . 'I ' . 

••• ~w •••••••••••••• _._~ •• 
, !' , . •.. "'I~· .' ..... ' ....... ' ............ , ... ~ ........... ",.'.' ........ ......... , 

- . .... ~ ......... -.. -.. ~ ..... . 
i ~ . " ... ~ .....•...... -~ ..... ~. 

••• e!t .... e' ...... ,-: ••• ,(. ,.:.. "'. ".,~: 
•• ····1··· .. · .,-" .. , ........... ' ....... ', • .,. t ", . , 

, 

I '_I " ' I' 
Forthofint. 30,000 eu.~;.~ ~~r-100 eu~f't.;' ...... . 

, For all. over :;O"OOOeu\.tt." pc)r'lOO eu~f't~ •••••• 
- , ." 

'1 I I 

'!be Servieo Cbargei.,1s ar(lad1ness~to-serve ' 
ehIlr,ge,' applicable to- all metered' serviee} ,and' , 
to, v:~eh is to, be added the montb.ly>usage 
eha.rl~e computed, at-: the Q.1Ui:nt1ty Rates .. 

'i!, . " 

, 

!, 

" 

Per-Meter:' "',' 
Per 'Month;,:' "~' 

:$ 1 ... 70 
" J.;.90 

2'.50: 
3~50: . 
4~60; 
8:.;0 ' 

1,12'.00' 
'20.00 
30~OO;'.' 

, $0 .. 285· 
0,~2'3 ' . 

• ii, 

" I' 

'"F 


