
Decision No. __ 7_35_1_3 __ _ 

. . 

. en'fTbn,"n'I'l" .O·,U \UlUU\YJtl,,~ 
. '. . . 

BEFORE '!BE PUBLIC UTILl'IIES CO~SSION OF THE STAtE' OF CALIFORNIA, ' 

In the Matter of the Application of ) 
'n!E CAI~BEU. ·WA'rER. CO~A:t~, a corpo'" ) 
ration. for authority to increase 
its rates and charges for its water 
system serving the City of Campbell, 
City of San Jose and adjacent . 
territory in Santa Clara County. 

Application No~ 49354 , 
(Filed l-1'..ay 8:, 1967;, Amended, 

October 9", ' 1967)' 

Orrick, Rerrington~ Rowley &Sutcl:tffe, by. James. 
F. Crafts., ..Tr., for applicant. 

John D. Reader, for the Commission staff. 

OPINION -_._,--- .... 
• I" 

Applicant The C3mpbellWater Company.seeks authority ,to, 

increase rates for water service. 

Public hearitJ.g was held before Examiner Catey in 'Campbell 

on November 20, 1957. Copies of the application had. been sel."Ved' 

and noti~e of hearing had ,been posted and published, in· accordance 

with this Commission t s rules of procedure. 'Ihematterwas submitted. 

on November 20, 1967, subject to the filing of a late':'filed exhibit, 

which exhibit has been received'. 

Testimony on behalf of applicant was presented ',by appli­

cant's secretary-general manager and by its engineer. " The .' 

Commission staff presentation was made by an. engineer' and> an 
.. " I 

accountant. No customers appeared or testified. 

Service Area and Water System 

Applicant's service area consists of some 1,600 acres of 

relatively flat territory in Santa Clara County" including. the 
, ,," .' 

City of Campbell~ a small portion 'of the City of San Jose, and., 
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adjacent 'Unincorpora.ted areas. The area served is .about: 70 percent: 

residential and 30 percent agricultural. It is completely 

surrounded by the service area of San Jose Water Works. 

the principal supply for this system is obta:l.nedfrom 

13 wells located throughout the service area.. Applicant plans to 

add another well to insure against contingencies such.as the 

collapse of older wells due to ground subsidence in the. Santa Clara 

Valley. Applicant has contracted for delivery of a supp-lemental 

supply of treated~ imported water from Santa Clara County Flood· 

Control and Water District (District). 

The well pumps cleliver water directly into- the; distribu­

tion system or into the four g:ound-level storage tanks. 'VTater' 

from those tanks is boosted into- the system. 'Hater· purchased from 

District.is at suffic:£.ent pressure to be clelivered di.rectly-into· 

applicant's system. the booster stations and an elevated' steel 

tankmaiutain system pressure and provide addf.tionalstorage~· The. 

distribution system consists of about 56 miles of. distribution 

mains ~ ranging in size from 2 ... 1nch to l6 ... i,nch. 'rhereare4~209' 

customers~ . of whom 4,169 are' domestic and cOt::lIM!%'cinl, 33, are .. 

industrial ~ and 7- are irrigation customers. 

Service 

Staff Exhibit No. 5 states that there appear to-be no 

problems regarding the service provi.ded by applic~t':. and that no 

formal complaint and only one informal complaint has ever:been 

filed ag.a1nst applicant. Staff field investigations indicate that. 

applicant's service complies with the requirements: of General.Order. 

No. 103-. 

...2 ... 
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Rates and Rules 

Applicant's present tariffs include rates for general 

metered serviee ~ limited measured irrigation service ~ private fire­

protection service~ public fire hydrant serviee~ miscellaneous' 

(tank truck) service~ and service: to company eu;>loyees... !he metered 

and measured" service rates bee.ame<effeetive' August 1,' 1966, the 

miscellaneous service rates became effective July 1, 196~,and' ,the 

rest of the rates and rules ,have rema1ned unchanged, since 19'63:.' 
, , 

Applicant proposes to. increase its present general metered 
" 

serviee rates, which produce over 95pereent of, applieant"s, revenues". 

No. changes are proposed in the other. schedules. 

The following Table I presents a comparison of applieant's 

present general metered service rates', thoseproPoS~d. by applicant" " 

and those authorized herein: 

TABLE I 

Comparison of Monthly Rates 

Item 
Present Proposed Authorized bees 
Rates Rates 1968 ,', 19694'f - .' '.'-. 

Service Charge* 

Quant,1ty Rates: 

~ I • ' .... 

$1.70 $2.35 $2'~;Z5-: $,2.,3,5., 

First 30,000 c.f., per 106 c.f. 
Over 30,000 e.f., per lOOe.f. 

.288 

.232' 
.. 3.2: 
.27 

.31 

.2,5.' 

* For a 5/8 x 3/4"'inch meter. A graduated seale 
of increased service charges is provided for 
larger meters. 

# Essentially the same as applicant's propo.sed 
rates~ except that the charges to large users 
will have a smaller portien resulting from· 
quantity rates and a larger po.rtien resulting 
from service Charges for large meters~consis­
tent with the distribution of cost of service 
determined in the recently authorized rates for 
the adjacent San Jose Water Works. 
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Results of Operation 

Witnesses for applicant and the Commission staff hav~ 

analyzed and estimated applicant's operational results. Summarized 

in Table II, from Exhibits Nos. 3 and S-A. are 'the estimat~d'res\11ts; 

of operation for the test year 1968:t' under present rates and under 

those proposed by applicant. For comparison, this table a~oshows 

the c:orresponding results of operation~ modified as discussed 

hereinafter. at present rates, at those' proposed by- applicant,. and' 

at those authorized herein. 

TABLE II 
Estimated Results of Operation, Test Year 19'68 

At Present Rates Staff Apl?licant .' -Modified .. 
Operating Revenues . $ 410,350 $- 410 ,:.270· $~10~400: 
Deductions 
bi)eratiiii Expenses 
Depreciation 
Taxes Other !han on 

Revenue audIneome 
. ,' Subtotal 

County Franchise Tax 
Income Taxes 

Total 
Net Revenue 
Rate 'Base 
Rate of Return 

At Rates Proposed by Applicant and 
Authorized for Year 1969 

OperattDg.Revenues 
Deductions.' 
EicludiIiiFranc:hise and' 

Income Taxes. 
Coanty Franchise Tax 
Income Taxes 

Total 
Net· Revenue 
Rate Base ' 
Rate of Return 

At Rates Authorized for Year 1968 

Operating: Revenues 
Deductions' . 
txcludfiii Franchise and' 
Income~Taxes ' . . 

CouneyFranChise Tax" 
Income' Taxes 

Net Revenue 
Rate~ 
Rate of' Return 

'Iotal 

234.".150: 237' 080.··· -- . 23.i:l;Ob,\'·-·· 
54,.000' 53:920" . ,54:0~.~':<:' 
621.050 62,170":.·-" 62,000.:;' "', 

350'200· 353,'170·· - ·353:~lOOi~- ' . 
"150 -. . "160:'" .. 'ZOO·;: .. 

3~~ 900'" .' 5,640>,' '3<300~':: _.'. 
354250 358;9'70';".356,.60,0(;' .. 

56:.100' . .>1'300 "- ,5l:'800:::·· 
1, 123,?900"1,109:;41

6
'2;>: t)12~;0~;;,· 

. 5·.0%.4. '1. 4~.Q'/~·. 

' .. ' 
.: j 

$ 477,000 $. 476.,580 $:'.' 47'7,000';" 

350 200" . 
·ZOO' 

38,300 

388,}OO 
, 88-300', , 
l,123~900 

7\.9% 

- . $;' , 461;OOO:~:', " 
... , """, 

353;10'0::: , '.' . 
... '200····,· 
28:"900::':/:' . 

:; .... , . 
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From Table II it can be determined that the rates requested 

by applicant would result in an increase of 16 percent in operating. 

revenues. whereas the rates authorized will produce an increase of 

13 percent for the year 1968 and an additional. 3: percent increase 

for 1969. The percentage change for individual bills will vary 

somewhat. dependiDg upon size of service and level of use~; 

There are numerous differences between the revenue, 
. \ 

expense and rate base items esttm4ted by ap~licant's engineer and 

the comparable items estimated independently by the staff engineer. 

Many of the differences offset one another. but three differences 

are of significance. These are (1) estimates of wage levels, 

(2) estimates of interest deductions for income taxes, and 

(3) estimates of working cash. 

Applicant included in its 1968' estimates a general' 

increase in wage levels comparable t~ the 1968' wage increases which 

San Jose Water Works will experience under an existing two~year 

contract with its employees. The staff's estimates include no· such 

increase. If the staff had included a comparable increase,. its 
" 

total estimate of operating expenses,' excluding taxes. and' . deprecia-

tion, would have been essentially the same as appl;ie'ant' s· total 

estimate of those expenses. Applicent"s general manager testified 

that the general wage increases of San Jose WaterWorks set the 

wage pattern for equivalent functionspet:forme,d by applicant's 
, . 

employees. The expenses adopted in Table II are the staff expense 

estimates for items other than payroll. The adopted payroll items 

are the staff estimates~ adjusted for anticipated wage increases. 

Applicant did not give' recognition, in :t1:8. :tncomet~ 

estimates" to the greater interest deduction that will': result'from 
'",< ".,," 
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additional debt £in.aneing which has already been negotiated •. The , 

staff basis for caleulatitlg income taxes, adjusted' to eliminate 

duplication of loan establishment expense and . for the adopted 

expenses discussed in the foregoing. paragraph:, is utilized: in 

deriviDg the income taxes adopted in Table II. 

Applicant's working cash estimate is based upon, app·lication 

of a formula which was designed to give a rough approximation' of 

required working cash. The staff made. a>m:ore"detailedstudy of 

required minimum bank balances and the relative lead" and lag in'> 

payment of expenses and receipt of revenue~ The staff·rate ,base. is 

adopted in Table II~ 

Rate of Return 
, . , ,.. 

In Decision No." 7103"2, dated July 26, 1966, in Application' 

No. 48513, the Commission found that a 6.8 percent return on 

applicant's rate base was reasonable... In Exh:f.b~tNo.5, the staff 

recommends a rate of return of 7.0 percent on applicant' s,19:6S:rate . 

base, in consideration of the higher interest, rate' on' new' debt:, 
,II. 

financing and· other factors •. ,:.' , 

Applicant's estimates for the test years 1967 and 1968 ' 

indicate an annual decline of 1 .. 1 percent in rate of return at 

present rates. Applicant's Exhibit No. 4 indicates that at appli­

cant's proposed rates. the decline from 1967 to 1963 would' be 0;..9: 

percent and the average annual decline since 1962 would have been, 
" ' 

1.22 percent. Compari:ng the modified 1968" staff: estimates' adopted 

herein with the corresponding 1967 staff estimates in Exhibit 

No.5-A, an annual decline of 0.7 percent is indi.cated., This latter 

figure appears to be' a:more reasonable- indication of,the,futUre 

trend. We note that the trend of some of the items 1nappl:t,?ant" s· 
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1967 and 1968 estimates ,such as a reduction in interest deduction' 

for income taxes, are improbable- and exaggerate the resulti~ 
' .. 

downward trend in rate of return. 
", I' 

If the indicated downward trend is not too great ~ a sitlgle' 

level of rates eanbe authorized which can remain :£.n effect for 

several years without excessive deviation in a.ny one'~ year from" the 

average rate of return found, reasonable for the period. When the 

indicated dOWllWard trend is quite steep, as in app-licant' s operati,on~,' 

it is more appropriate'to increase the rates in steps-which should 

maintain, in each of the fut\1re years, the rate of returnfound< 

reasonable. 

Applicant expects its service area to have reached' 

v1r1:ua.l sablration within five years and estimates that capital 

additions will then not greatly exceed depreciation accruals. This' 

should cause the indicated trend in rate of return to level, off 

or even reverse. Under these circumstances, proj.ecting;' more than 

two years into the future at 'this time would be quite speculative .. 

the two rate increases authorized herein should produce a future 

rate of return of 7.0 percent; through the year 1969'. 

Findings and Conclusion 

The Commission finds that: 

1. Applicant is in need of additional revenues~ but the 

proposed rates set forth in the application are excessive for the 

year 1968. 

2. The adopted estimates,. previously discussed· herein" of " 

operating revenues, o~rating. expenses and rate base for the test 

year 1965~ and an annual decline of 0.7 percent in rate of· return,. 

reasonably indicate the results of app-licent ',s operations' for the 

near future. 
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3. A future rate of return of 7.0 percent on applicant's rate' 

base through the year 1969 is reasonable. 

4. The increases in rates and charges authorized herein are, 

justified; the rates and charges authorized herein are reasonable'; 

and the present rates and charges, insofar as they differ from: those 

prescribed herein. are for the future unjust and unreasonable. 

The Commission concludes that the application should be 

granted~ to the extent set forth in the order which fol-lows.: 

OR.DER 
--' ..... ~,... 

IT IS ORDERED that: 

1. After the effective date of thi.s order, appli.cant The' 

Campbell Water Company is authorized to file the revised rate 

schedule attached to this order as Appendix A. 

2. After one year following the effective date of this order"i 

applicant is authorized to file the revised rate schedule attached 

to this order as Appendix B. 

,~. The rate filings hereinabove authorized shall complyw:tth ' 

General Order No. 96-A. The effective date of the revised schedules, 

shal'! be five days after the date of filing. The revised schedules' 

shall apply only to service rendered·, on and' after the effective date 

thereof,. 

The effective date of 'this order 'shall 'be <seveu 'days after 

the date hereof. 

Dated at San .Fra.nCJ8!;O 7 California, . this ,., /1 lx' ,.', 
--------~~~~~-- , 

D£Cc.j~B£R /' day, of ________ , 1967. 



APPLICABILITY 

APPEN".DIX A 

Schcdule No. 1 

GENERAL METERED SERVICE 

Applicable to all :metered water, service:.. 

TERRlTOB:{· 

campbcllanc:t'Vieim.tyl Santa c;t.ax'a .CO'Jnty •. 

Quantity Rates: 
Per~ter 
Per Month', 

First. 301 000 cu..J:t.1 per 100 cu..ft.. •• ..... $.' 
Over 30;,000 eu .. !t.1 per 100 au.ft. ........ . 

Service Charge: 

For S/8 x 3!lJ.-ineh. meter 
For 3/4-ineh meter 

....... ~.-.. - .• - $ 

.................. 
For l-inch meter 
For l~inChmeter •••••••• if> •• '.' ..... 

For 2-ineh meter ... ~ ............ . 
For 3-:tneb.. meter •.•...••.••..... 
For 4-ineb. meter 
For: 6-ineh meter 
For 8-:i.neh m.eter 

~ .................. , ...... ......... . 
't." ..... , •••••• .,. ...... 

The Service ,Charge' is B. re3diness-to-sorve 
eha.rge 'to 'Whicb..is to- 'be added the lllontl'lly' 
eha:rgecomputedat. the Quantity Bates ... 

. S?ECIAL CONDITION 

0.31 . 
'0.2$ 

'. 
'1 

': .: 

(I) 

CUstomers .... ho receive '.la.ter deliveries tor agricultural purpo3es'Wlder. 
this schedule J and \lho present evidence to the ut111tytha.t such deliveries" 
q,uaJ.1!y tor the lo .... er pump tax ra.tes levied by Santa Clara County' Flood 
Control and Water Conservat1..,n Distr1ct and by Santa Clara ValleY' Wa.ter 
Co~ervation D1strict tor ag:r1cultural vater, sb.e.ll receive- .e;' credit. of' 4.2 
cents per 100 eubic teet on each 'W8.ter- b1ll tor the q:ue.:o.tit1eso£' water used 

. dUl"1l:lg the period eOV'ered. by tb8.tb1ll.. . 



A.PPENDIX:S 

SchedWoe No.1 

GENERA.L' ME'XEREIJ. SERVICE 

Appliea.'ble to all m.etered "Water 3em.ce. 

'XERRITORI 

Calpbcll and v1einity,' Santa Cl.ara County. 

RA.XES -
Qa:mtity BAtes: 

First 30,000 eu.ft.., per 100 cu.tt • .. woo ... .. 

Over 30~OOO cu.tt., per 100 cu.ft ......... . 

Service Charge:. 

Per Meter. 
Per ,Month', 

$:., 0 • .3~, 
0 .. 25 " 

For S/8 x. 3/4-:1nch meter-
For 314-:i.neh meter 

•.• - ••• ~........... $ 
, ...••..•.....•... 

For l-incnmeter 
For l!-ineh. meter 

...... ~ .....•.••.. ...... ~ •...•..•. -. 
'FfYr 2-ineh meter ....... ~ ... -..... . 
For .3-ineh meter 
For 4 .. ineh. meter 

.. --.-~ ....••.•..• ••..••...•..•.•..• 
For 6-inc:ll meter 
For S-inch llleter 

.... ' ... ..... ' .. , ..... ... ~-... . 
•..•........••...• 

Xb.e Sem.ce Charge is a. read:iness-to~serve" 
charge to wbich.. is 1:.0 'bo added the mon~ 
charge computed at, the Quant.1tyRatos.. . 

SPECIAL CONDITION 

. (I)' 

(I), 

Cust<:mlers 'l-:h<> receive water deliveries tor agr1cult'W:'al P'JX'Poses . 
'lmder this sched.'Ille,and. whO' present evidence to the utrutytha.t. such 
del:tveries quality 'tor the lower P'IJI!lP tax. rates· levied by Sanu. Clara 
County Flood Control:md vIater Conservation. Distriet and by Santa Clara 
Valley'Vlater C¢nservation.. District for agricult'Ural·water", shallreee1ve 
a eredit ot 4.2 cents per lOO ¢'Ubic teet,. on. eaehwa.ter bill tor the . 
~tities of water used d'Ur1ng the period covered by tha.t-·rill~ 


