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Decision No. ______ 62 ___ Q~s .. S ... 

BEFORE TI'!E PU3LIC UTILITIES COMMISSION OF n~ STAlE OF CALIFOIU!IA 

Application of BANNING WA'IER COMPANY ~ 
under Section 45~· of the Public 
Utilities eooc for authority to 
increase its public utility water 
rates. ~ 

Application No. 42776 

vlyman C. I<naPr and W. L. Arnold, for applicant. 
Georse J. Tayor, in propria persona, protestant. 
Wil1~am C. Bricca and Donald B. Steger, for the 

Commission staff. . 

OPINION 
----~ .... -- .... 

Banning Water Company, a corporation, by the above­

entitled application filed October 20, 1960, seeks authority to 

increase its rates for water service in the City of Banning, and 

vicinity, by approx~ate1y $100,000 based on its estimated operations 

for the year 1961, an increase over present rates of 43.0%. The 

applicant also seeks authority to discontinue its presently filed 

Schedule No.3, l-'Ieasured Irrigation 3ervice, and to transfer the 

present irrigation customers to ito proposed Sche6ule No.1, 

General Mete~ed Service. 

Public hearings were held before Commissione~ Frederick 

B. Boloboff and Examiner Stewar~ C. Warner on March 22 and 23~ 1961, 

~~ n3nnins. Some letters protesting the granting of the application 

were received, and a petition containing approx~ately 71 signaturea 

proteo tin3 the application was received as EyJlibit No.2. Testimony 

~l.;JS given by some 20 customers, each of whom !?=otest~d tl1.e appli­

cation, <ll:l.ci about one-half of whom were irrigation customers "~ho, 
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according to the application, would be placed on the applicant'~ 

general metered service schedule and would pay for water service 

thereunder. The over-all increase proposed for irrigation cus­

tomers would amount to 3887. based on an average monthly use of 

787 hundreds of cubic feet. The matter was submitted on the last­

named date subject to the receipt on or before March 31, 1961, of 

late*filed Exhibits Nos. 9, 10 and 11. Such exhibits have been 

received and the matter is now ready for decision. 

General Information 

The applicant is the result of the consolidation of Banning 

Water Company, a mutual water company, and City Water Company of 

Banfting, a public utility corporation, which said consolidation was 

authorized to be continued by Decision No. 54560, dated February 19, 

1957, in Application No. 37504. Said decision also established the 

applicant's present rates. 

As of December 31, 1959, water service was being furnished 

w~tcL~ the Ifmits of the City of Banning and adjacent 3reas to 3,537 

customers, of which 84 were classified as 7-months' season irriga­

tion customers, and 231 fire hydrants were connected to the water 

system. The following tabulation, set forth on page 1 of Exhibit 

No.5, a report on the applicant's operations submitted by its pub­

lic accounting witness, shows in hundreds of cubic feet the sales 

of water for irrigation use and other sales and the percent of the 

total sales represented by irrigation sales for the years 1954 

through 1959 recorded, and for the years 1960 and 1961 estimated. 

Irrigation Sales 

1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 

1,371,721 
1,209,721 
1,031,655 

619,403 
571,101 
344,058 
211,852 
90,167 

Other Sales 

814,522 
822,776 
851,343 
856,776 
894,104 

1,053,338 
1,069,491 
1,130,977 
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Per Cent of Total 
Irrigation Sales 

6310 
60% 
55% 
4~ 
39% 
25% 
17% 
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The applicant estimated that the average number of its 

active consumers for the year 1961 would increase to 3,705, in­

cluding 20 irrigation customers, excluding fire hydrants. 

The record clearly shows that the economy of the City of 

Banning is rapidly losing its agriculture, and that subdivisions 

of existing large property holdings are progressing and are in­

creasing fairly rapidly_ Land once used for the growing of almonds, 

peaches, cherries, apricots, alfalfa, and hay is being subdivided 

for residential purposes. 

!he applicant's water system has been in operation for 

nearly 75 years, and its water supply is obtained by surface diver­

sion and pumping from wells in Banning Canyon and from one deep 

well in the San Gorgonio Pass area west of the central part of the 

City. 

The wells in Banning Canyon, which derive their sources 

of supply from the spreading of surface waters at elevations higher 

than the wells in the Canyon, discharge water into a power pipe 

line which operates the pumps, installed in those wells located at 

lower elevations, powere~ by hydraulic turbine units. All of the 

applicant's Banning Canyon water supply is discharged into and 

gathered in a l,OOO)OOO-g~llon steel tank at the lower end of the 

Canyon, but at the top:of the applicant's service area. The water 

stored in said tank is delivered by gravity into the distribution 

system. 

The deep well in the San Gorgonio Pass area is equipped 

with a gas engine driving a deep well turbine pump which discharges 

directly into distribution mains at the westerly end of the system. 
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Rates 

As heretofore noted, the applicant I s present rates w'ere 

established by Decision No. 54560, and they became effective on 

June 11, 1957. The following tabulation compares the present rates 

with those proposed in the application, and with those authorized 

by the order herein. 

COMPARISON OF PRESENT, PROPOSED, AND 
AUTHORIZED GENERAL METERED SERVICE RATES - II .+-._~-.-.. __ -... ~_ ..... ____ ~ _____ .. _. __ ,_. ____ 

Per Meter Per 
fi'ro2.oseCl 

Month 

Quantity Rates: 
~~ AUth~F.!~~ 

First 900 cu. ft. or less $2.25 
Next 1,100 cu. ft., per 100 cu. ft. .21 
Next 8,000 cu. ft., per 100 cu. ft. .15 
Next 10,000 cu. ft., per 100 cu. ft. .11 
Ove:, 20,000 cu. ft., per 100 cu. ft. .07 
First 600 cu. ft. or less $2.25 
Next 1,400 cu. fto) per 100 cu. ft. .30 
'Next 3,000 cu. ft., per 100 cu. ft. .25 
Next 5,000 cu. ft., per 100 cu. ft. .20 
Next 10,000 cu. ft., per 100 cu. ft. .15 
Over 20,000 cu. ft .. , per 100 cu. ft. .10 
First 70O cu. ft. or less $2.25 
Next 1,300 cu. ft., per 100 cu. ft. .27 
Next 3,000 cu. ft., per 100 cu. ft. .22 
Next 5,000 cu. ft., per 100 cu. ft. .20 
Next 10,000 cu. ft., per 100 cu. ft. .15 
Over 20,000 cu. ft., per 100 cu. ft. .10 

A domestic water use tabulation for the calendar year 

1958, considered by the applicant to be representative of water use, 

shows that 25% of the consumer months fell within an average con-

sumption of between ° and 600 cubic feet per month; that 37.2% 

fell between 0 and 900 cubic feet per mon~h; and that 51.98% fell 

beeween 0 and 1,400 cubic feet per month. Generally speaking, this 

may be interpreted to represent that approximately 25% of the ap­

plicant's customers used 600 cubic feet, or less, per month on the 

~verage; that approximately 37% used 900 cubic feet, or less, per 
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month on the average, and that about 521. of the customers used 

1~400 cubic fece~ or less, per month on the average. 

Under the present rates, the charge for a monthly con­

sumption of 600 cubic feet is $2.25; under the proposed rates this 

charge would remain the same. For 900 cubic feet the present 

charge is $2.25; the proposed charge would be $3.15, an increase of 

407.; and under the authorized rates said charge will be $2.79, an 

increase of 24%. It will be noted from the preceding tabulation 

that no increase in charge is authorized for a consumption of 700 

cubic feet or less per meter per month, and that such authorized 

charge is $2.25. For an average usage of 2,300 cubic feet the 

present charge is $5.01; under the proposed rates such charge would 

be $7.20, an increase of 43.7%; and under the rates authorized here­

inafter, such charge will be $6.42, an increase of 28.1%. 

The present irrigation rate is equivalent to $0.02315 per 

100 cubic feet. The proposed quantity rate for general metered ser­

vice produces an average rate of $0.11305 per 100 cubic feet when 

applied to the present average monthly irrigation use of 787 hun­

dreds of cubic feet hereinbefore referred to. The authorized rate 

for measured irrigation service is equivalent to $0.051 per 100 

cubic feet. 

The testimony of the many irrigation customers who pro­

tested the application was that the drastic increase in rates for 

irrigation service, which would be effected by placing them on the 

general metered service schedule as proposed in the application, 

would cause them to abandon their agricultural pursuits. 

The Commission staff engineer in his report of an inves­

tigation of the application, Exhibit No.7) showed that there was 

an aver~ge of 42 irrigation customers in the year 1960, but that of 
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these ~·2 customcrs~ 31 were not using the Irrt~~ti~ri. ~ae~r geflllce 
for agricultural 'irrigation puxposes. r~is test1:r:nony wa:; 'bas-eo on 

his study and an exam~8tion of each ~ri8ation cuseomerts land 

area served» a review of total wate~ used, the time and duration 

of deliveries of water, and the pattern of land u:se and developmen't. 

Ire qualified II accounts as users of irrigation water for agrie.ul-

tural purposes. Said witness' late-filed Exhibit No. 11 qualifies 

17 accounts as such. 

The record shows that all water service furnished by 

the applicant is provided from the lines which supply domestic 

water service. 

Exhibit No. 5 is the report referred to above. 

EXhibit No. 7 contains financial operattng and earnings d4ta 

submitted by Commission staff accounting and engineering witnesses. 

Exhibit No. 8 is a comparison of the company and staff results for 

the test year 1961 at present and proposed rates. The following 

tabulation summarizes the earnings data set forth in ~~hibits 

Nos. 5, 7, and 8. 

SJm;mary of Earnings 

Year 1960: Year 1261 ~stimated . 'qeeorded: Present Rates ProEosed Rates . 
Per Co. : Per Co. . Per PUC . Per Co. : Per PUC . . 

Item 'Exh. #5 : Exh, #; , Exh. #7 ExIt. #5 : Exh. #7 . 

Oper~ting Revenues ~ 220,75:3 ~ 2:31 .. 830 ;iii 252,700 ,., 33l,606 ~ 362 .. 000 
Cper~ting Expenzes 120,440 121,641 123,.200 121,641 123,200 
Depreciation 30,24.7 .35,123 35,800 .35,,123 35,800 Taxes ~Oa20~ ,21 1120 4l~800 $~ 638---1-ill-. 500 

Subtotal 180,991 187,884- 200,800 2.42,402 260,500 
Net Oper~ting Revenue 39,762 43,946 51,900 $9,204 101,;00 
Rate BO-sa 1,106,3.31 1,279,747 1,,2$9,600 1,279,747 1,289,600 
Rate or Return 3.59% .3.4.3~ 4.0% 6.9:t% 7.e:/. 
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!l1e differences in estimates of operating revenues 

for the te~t year 1961, at present and proposed rates, between 

those submitted by the applicant and the staff are prtmarily 

~ccountea for by the f~ct that the applicant, in its e~ttmates 

of revenues at both present and proposed rates for the test 

year 1961, made its estfmates on its assumption that present 

water users presently being served under the applicant's presently 

filed Schedule No. SML, Measured Irrigation Service, would cease 

using water if required to be metered either according to the 

applicant's present or propose6 general metered service rates, 

whereas the staff, ~ itc estimates of revenues at both the 

present and proposed rates for the test year 1961, made its 

estimates on the staff's assumption that all of the present 

42 i-~igation customers would be placed on the l~ited measured 

irrigation sel-vice rate schedule as the applicant proposed in 

its application. 

There are no significant di:£erences between the 

estimates of total operating expenses, including depreciation 

expense and taxes, submitted by the applicant and the staff 

for the test year 1961. 

The record shows that the applicant's ad valorem 

taxes were increased from $8,000 per year to $24,000 per year 

~etween 1957 and 1960, but were adjusted downward by Riverside 
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County to approximately $17,000, and are est~ated in the amount 

of $17,500 for the tax year 1961. 

The record shows that the applicant has not in the 

past utilized, nor is presently utilizing, liberalized depre­

ciation in its computations of depreciation expense for income 

ta~ purposes, and therefore the applicant has no deferred or 

accumulated income tax reserve in any form or amount as the 

result of liberalized depreciation on its books of accounts. 

Depreciation expense an~ depreciation reserve 

requirement for rate making purposes herein were dete~~ed 

both by the applicant and the staff, in all respects, accordine 

to the straight-line remaining life method of ~ such 

determinations. 

EXhibits Nos. 4-A,-B,-C, and -D are schedules which 

show additions to fixed capital by accounts and individual 

items, together with related dollar costs, for the period 

June 1, 1957 through the yeaz 1960. The items are segregated 

between dollar amounts advanced by subdividers, by other amountc 

in aid of construction, and by items financed by the applicant. 

Said exhibits show total additions for the 3~-year period 

amounting to $390,785.38, of which $103,265.50 is represented 

by advances in aid of construction, and $287,519.38 is repre­

sented by amounts financed by the applicant. 
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Adjusted utility plant for the test year 1961 estimated 

was submitted by the staff engineer in Exhibit No.7. Said exhibit 

included the addition to utility plant, for the test year 1961, of 

dollar amounts for pressure regulating valves, gate valves and tie 

mains for the consolidation of system operations; the installation 

of a 2,OOO,000-gallon reservoir and. tie line; the remodeling of 

the applicant's general office to provide billing department sepa­

ratil,n; the relocation of an existing 200,000-gallon storage tank 

in conjunction with the operation of the San Gorgonio Pass well 

and the water system in the westerly end of Banning; and the instal­

lation of fixed station and mobile radio units~ It also included 

the deletion from utility plant of dollar amounts for inoperative 

plant consisttng of a well, pumping eq~ipment, structure and tank 

ae~uired as a part of the applicant's Midway system, and the dele­

tion of Upper and Lower gravity feed irrigation resarvoirs. 

Se:vice 

The record contains no significant customer complaints 

regarding water service by the applicant. 

~o~~ndations 

The staff engineer recommended the immediate addition of 

at least 2,000,000 gallons of distribution system reservoir storage 

to provide an adequate supply during interruptions in well-pumped 

operations. He also recommended more adequate communication facili­

ties which could.be supplied through the installation of fixed and 

mobile radio communication units in order to provide closer super­

vision of source facilities in Banning Canyon and more efficient 

o?eration and assignment of operating and maintenance personnel, 

especially in the westerly extension of the applicant's service area. 
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He also recommended the construction of a separate area for billing 

departments in order to improve customer billtng and collection 

procedures, and the relocation of a 200,OOO-gallon tank. 

Findinss and Conclusions 

After a careful review of the record, the Commission finds 

as a fact and concludes that the rate of return for the test year 

1961, which would be produced by revenues received from the appli­

cant':> present rates) is deficient, and that the applicant is e~­

titled to financial relief. It is further found as a fact and 

concluded, however, that the rate of return for the test year 1961) 

which would be produced by the revenues at the rates proposed in 

the application, is excessive, and that the application should be 

granted in part and denied in part. 

It is further found as a fact and concluded that the 

applicant's request to cancel its presently filed Schedule No.3, 

Measured Irrigation Service, and its request to transfer its present 

ir=igation customers to its Schedule No.1, General Metered Service, 

is not fully justified on the record, and that it would place an 

unreasonable burden upon those present irrigation customers who can 

legiti~tely be classified as users of water for agricultural pur­

poses. However, it is further found as a fact and concluded that 

the present rates for water service to those of applicant's cus­

tomers who meet the special conditions of Schedule No. 3ML, L~ited 

Measurecl Ir~i8ation Service, as set forth tn Appendix A attached to 

the order h~rcin, should be reasonably increased in order that the, 

bear their just and reasonable burden of and contribute justly and 

reasonably to the applicant's operations, without placir.g an unjust 

and diserimi~~tory burden on the applicant's g~eral ~etered ser­

vice customers, and that the order hereinafter will so provide. 
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It is found as a fact and concluded, however, that those 

pre~ent irrigation customers whieh cannot so legitimately qualify 

reasonably should be transferred to, placed on, and furnished water 

service in accordance with the applicant's Schedule NO.1, General 

Metered Service; the schedule of rates for which will be author­

ized to be filed by the applicant by the order which follows. 

It is found as a fact and concluded that the estimates 

of operating expenses, including taxes and depreciation, and rate 

base determined by the Commission staff for the test year 1961, as 

set forth in Exhibit No.7, are reasonable; that they should be 

adopted for this proceeding; and that a rate of return of 6.5% on 

a rate base of $1,290,000 is just and reasonable. 

The order which follows will authorize the applicanc to 

file new schedules of general metered service and licited ~esured / 

irrigation service rates, which, it is esttmated, will produce gro=s 

~nnual operating revenues of $323,000 or an increase of approxi­

mately $70,000 over the operating revenues estimated by the staff 

to be produced during the test ye~r 1961 at the present rates, but 

which is ap~roxima~ely $39,000 less than the increases in operating 

revenues estimated by the staff to be produced by the rates sought 

in the application. 

The Commission further finds as a fact and concludes that 

the increases in rates and charges authorized herein are justified, 

and that present rates, insofar as they differ from those herein 

prescribed, will for the future be unjust and unreasonable. 

!t is further found as a fact and concluded that the staff 

recommendations hereinbefore outlined) and as contained in Chapter 12 

of Exhibit No. 7 in Item 4 thereof) are reasonable. The order which 

follows will provide that the applicant carry out such reco'mmenda­

tions. It is further found as a fact that the Commission staff 
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reconUllcnMt'i~n~~ Items 2 and 3 contcineCi in said chapter of 

said exhibit dealing with depreciation practices, and the filing 

of a revised tariff service area map and sample copies of printed 

forms normally used in conjunction with customers' services ~re 

reasonable. The order which follows will also provide that the 

applicant carry out those recommendations. 

ORDER. 
~ - - ..... -

Application as above-entitled having been filed, public 

hearings having been held, the matter having been submitted and 

now being ready for decision, 

IT IS HEREBY ORDERED as follows: 

1. a. That Banning Water Company, a corporation, be and 
it is authorized to file in quadruplicate with the 
Commission on or after the effective date of this 
order, in conformity with the Commission's General 
Order No. 96, the schedules of rates shown in 
A~pendix A. attached hereto, and upon not less than 
flve days' notice to the Commission and to the 
public to make such rates effeceive for waeer oer­
vice rendered on or after July 1, 1961~ 

L. 

b. That, concurrenely ~th ehe filing authorized 
herein, Banning Water Company be and it is author­
ized to withdraw and cancel by appropriate advice 
letter its presently effective irrigation rate 
schedule as follows: 

Schedule No. 3 - Measured Irrig~tion Service. 

That the applicant shall review depreciation accruals 
by the straight-line remaining life method when ma~ 
jor changes in utility plant composition occur and 
for each plant account at intervcls of not more than 
three years, be.ginning with the next review as of 
January 1, 1963. Results of these reviews shall be 
submitted to the Commission. 

l"!-.a'c the opplic3n~ ~e e.nd it :i.e di~ec'ted to file in 
qU3cl::uplic~te with the Commic~ion) ';t:rithin cixty cL~yS 
af.:er the effective elate hereof) in con:i:o'Xt'I'l.i·;:y 't7iti::. 
th~ p~ovio iono of General Order Eo. 90) in a ZO~ 
~ccept:able to t:i.e Commissio:l, a rcvicecl to:-if:C" cervice 
area map and cample copies of printecl for~ normally 

-12-



A. 1... .. 2776 

4·. a. 

b. 

5. 

used in conjunction with customers' services. Such 
tariff service area map and forms shall become 
effective upon five daysf notice to the Commission 
and to the public after fil~ as hereinabove pro­
vided. 

That the ap~licant shall progr~ its immediate 
plant a~dit4ons by giving first consi6eration to 
(a) the installation of a 2JOOO,OOO-gallon ~eser­
voir, (b) the construction of a separate area for 
billing department operations, (c) the installation 
of mobile radio comcunications equipment and a 
fixed station unit, an& (d) the relocation of its 
200,OOO-gallon tank. 

That said program shall provide for completion of 
such plant additions by not later than December 31, 
1961; that a written copy of this program shall be 
furnished to the Commission within forty-five days 
after t~~ effective date of this order; and that 
applicant shall report tn writing to the Commission 
when each of said plant additions has been com­
pleted and placed in operation, within ten days 
thereafter. 

That in all other respects the application be and 
it is denied", 

The effeetive date of this order shall be twenty days 

after the date hereof. 

Dated at ___ -San--Frs.n--C-lsco-----~ California, this 

day of ---~-~-A'-2Z""'~9'---~ 1961 • 

.., , 

Commi~slOners 

-13-



A. 42776 I ds * 

I..PPENDIX A 
Page 1 of :2 

Schedule No. 1 

GENERAL METERED SERVICE 

APPLICABILITY 

TERRITORY 

Applicable to nll metered water s~rvice. 

Tho City of Banning, and 'lTie1n1ty, R1verBide County. / 

Per !>Leter 
Per :Month 

Quantit.y Rates: 

~;;: ., 1"}5 
• • 'II' ..... .c;. 

.. .. ... ..27 
First 
Next 
Next 
Next 
Next 
Over 

700 cu. ft. or less • • • • .. .. • 
1,300 cu. ft., per 100 cu. ft. 
3,000 cu. ft., per 100 cu. ft. 
5,000 cu. ft., per 100 cu. ft. 

· . • . .• .22 

10,000 cu. ft., per 100 cu. ft. 
20,000 cu. ft., per 100 eu. it. 

Mi.nimuIn. Charge: 

For 5/8 x 3/4-inch meter • .. 
For 3/4-inch meter .. .. 
For 1-inch meter • .. .. .. • 

• . . . .20 
• • .15 

.10 

.. .. 

For l,-ineh meter .. .. .. .. • • 

.. ~ 2.25 
3.50 
5.00 
7.50 

For 2-incn meter • • .. • 
For 3-inch meter • • .. .. • .. .. . 
For .4-inch meter ... 
FoX' 6-ineh meter .. .. · . .. .. 
For 8-inc.h meter • • .. • • 

The Minimum Charge will e~'ltitle the customer 
to the quantity of water which that l~um 
ch~ge will purchase ~t the ~uantity Rates. 

10.00 
15.00 
25.00 
50.00 
75.00 
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~PLJ.CABn..ITf 

hPPENDIX A 
Page 2 of 2 

Schedule No. 3ML 

tIMII~ MEASPEED IRRIGATION SERVICE 

Applicable to meesurcd irrigation oerv1ce furnished on a limited ba~1s. 

TlRRITORY 

The City or Banning, and vicinity, Riverside County-

RATES -
Quantity Rate: 

Per SeI"V'ice 
Connection 

For e~ch minerTs inch d~ • • • • • • • • • • • • •• ~ .90 

l-1in.imunl Charge: 

For each irrigation delivery . . . . . . . . . . . . 
The Hinirnum Cha.rge will entitle the customer 
to the qu:mtity o£ water which that 11".:i.nimum 

charge will purchase at the Quantity Rate. 

SPECIAL CONDITIONS 

4.50 

1. Service u:c.dor this schedule is liInited to the lands and those accounts 
~hich ~ere active irrigation customers in the calendar year 1960. 

2. Delivery or irriga.tion wter under this schedule is limited tr;) 
agricultural lands having a minimum a.rea of two acres or more. 

3. Requests for each irrigation delivery shall be made to tho utility 
not loss than 48 hours in adv~nee of the time said delivery is desired. 

4. A miner's inch day is defined as the volume resulti:og !rom a. 
cont1nuo~ flow of one-f1rt1oth of a cubic foot of ~ater per second for n 
24-ho'Ur poriod.. 


