
Decision No. __ 7_4,;;,2;...;,.;;;;4;:;,;1. ____ _ 

BEFORE !'BE PUBt.IC UTILITIES COMMISSION OF THE. STATE OF CAl.IFORNIA 

In the Matter of the Application ) 
of the Southern california Water 
Company for an order authori~tng 
it to increase the rates and 
charges for· water service in i ~s 
Orange County District. 

Application No,. 49681 . 
(Filed September 21,. 1967) 

OfMelveny & Myers,. by Donn B:. Miller, for applicant. 
CYjil M. Saroyan, counsel,. and Chester o. Newm.gr);J. 

or the COmm~ssion seaff. 

OPINION --_ ..... --- ...... 

Applicant Southern Ce.lifornia Water Company seeks 

autho'1'ity to increase rat~s for water service in its Orange County· 

District. 

Public hearing was held before ExaQiuer Cstey in Santa Ana 

on March 26 and 27, 1968. Copies of the application had be~n served 

and notice of hearing had been published and posted, in accordance 

with this Commission's rules of procedure. The matter was. 

submitted on March 27, 1968, 5ubject to the receipt of certain 

late-filed exhibits which have since been received. 
1/ 

Tes~ony on behalf of applicant·was presented- by its 

president, it:s se:lior vice-president, its vice president, its rate 

and valuation department manager, and its consulting accountant. 
1/ . 

The Commission staff presentation-was tmde through an accountant 

and three e-o,gineers. One customer testified in opposition to the 

rate increase. 

1.1 Testimony relating to ove.:-all company-operations had been . 
presented by witnesses for ap?licant and the staff in App.lieatl.on 
No. 4S420, the SoutbWe8'C District r.:.te proceeding.. This 
test±mony was ~eorporated by reference in the record in 
App11eatio,?- No. 49681; 
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A .. 4968l bjh 

Service AreA and Water Sys tem 

Applicant ow.o.s and operates water sys tcms in eighteen 

districts and an electric system in one district, all in California. 

Its Orange County District includes portions of the cities of 

Anaheim." Cypress" Foun~1n Valley, Garden Grove, La Palma, 

Los Alamitos, Orange" Placentia) Santa Ana, Seal Beach) S·tanton 

and Westminster, and u:c.inco.-porated: areas of Orange County adjacent 

to those communities. 

Ihe Orange County District includes several systems which 

are not physically interconnected but, except for some historical 

differencES in rates, are maintained and operated as parts of the 

overall system. Mos.t of the area served by those systems is 

residential> with some small industrial and· commercial zones.· 

the principal water supply for this district is obtained' 

from. 53 wells. A second source is the facilities of Orange County 

Manicipal Wate: District (OCMWD), a member agency of Me~ropolitan 

Wa-:er District of Southern California (MWD). 

The distribution systems include about 270 m.iles ofmai~, 

ranging in size up to 16-ineh. !here are about 25,100 metered 

services, 30 private fire protection services a:cd 2',.100 public fire 

hydrants. Eleven reservoirs and sto:oage tan.."<s, with appurtenant 

booster PumpS7 maintain system pressure ~d provide storage in 

13 separately ope'!at~d dis !:ribution s ys tell1S. 

Service 

Field investigations of applicant r S. operations, service 

and facilities 1::. ics OrCl:lge Coun~y Diserietwere made by tile 

Commission staff.. The pl31.lt W~ found to be in good condition znd 

adequate service was being furnished. Only' one informal complaint. 

-2-



A .. 49681 hjh 

regarding service has been registered with the Commission durtng the . 

pes~ th:ee years. A staff engineer reviewed customer complaints 

in applicant f s files and interviewed several customers,,· Ap})lic(lnt 

apparently corrects promp~ly any inadequacies in service. 

!here is a potenti~l service problem tn several of the 

isolated systems within the district. These systems each have. but 

a siDgle primary sow;ce of su.pply. Inevitably) the single source 

must be shut down tempor3rl.ly for routine maintenance or emergency 

repairs.. Applicant has arranged for emergency connections .. wi,th 

adjacent pu.rveyors in all but cne of the areas and> so far , :his 

has been adequate. l:l the Atwood system, storage for about five 

hours' demand is available and applicant plans to interconnect the 

system \a7ith the nearby Placentia system within two years. App-licant 

is cautioned to pay particular attention to these potential trouble 

spots and to take appropriate action tn· any ~erge~cy situation 

that may occur .. 

Rates 

Applicant's present tc.r1ffs include five separate. 

schedules for general metered service i'C. the various. present tariff 

areas within the Orange County District, an optional special 

metered service schedule ~d a metered irrigation service schedule 

for the Placentia Tariff Area, and two separate schedules for fire 

hydrant service in the Placentia and Cypress-Los Alamitos-Stanton 

Tariff Area. In addition~ applicant r s present compsny-wide 

schedules for temporary flat-rate service~ private fire protection 

service and service to applicant r s employees are now "'pplicable to· 

the Orange County District. 

Applicant proposes to increase its Orange County District 

general metered zerJice rates, ~o consolid~~e the five present 

mj~imum-charge type schedulez tn~o a single service-charge type 
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·\. L, .. 96S1 hjh 

sCh~dule~ and to increase its p=ivate fire protection rat~s. the 

staff offered no objections to the consolidation of rates nor to the 

change from minimum. cb.a:ges to service charges.. In view of applicant's 

consolidation of the maintenance and operation of the' various Ora.:lge 

County systems, there is no longer sufficient justification for 

sepa:ate tariff areas withtn the district. 

. .. 

The following Table I presents a comparison of applicant 1s 

present general metered service rates with those proposed by 
2/ 

applicant: 

TABLE I 

COMPARISON OF MONTHLY RATES 
FOR GENERAL METERED SERVICE 

.. .. : Fro-: 
: ________ ~I~t_em~ __________ ~:~ ________ Pr~e~s~~~-~t~ ______________ :p~o~s_e __ d: 

Schedule No. * CS-l CPS-I CSR-l OR-l PA-l OC":l, 

Minimum or Service Charge $2 .OO~J: $2 .50~fr $2 .50~f: $2. 50:f/: $2 .OO~f: $Z.20~f: 
First 700 c.f.per 100 c .. f. .OO~f: .OO~J: .00~f: .00iff: .009F .182, 
Next 300 c.f.per 100 c.f. .225 .. OOiffr .009fr .0091 .225- .182 
N~ 1,000 c.f.per 100 c .. f. .225 .15 .15 .25 .. 225 .182 
Next 1,000 e.f.per 100 c.f. .225 .14 .13 .21.>.225 .182 
Next 2,000 c.f.per 100 c.f., .20 .12 .11, .21> .20, .182 
Next 5,,000 c.f .. per 100 c .. f.. .17 .12 .. 11 .18: .17 .. 182 , 
Next 9,000 c.f .. per 100 c .. f., .17 .. 12 .09 .15, .17 .182 
Next 11,000 c.f.per 100 c.f. .l2' .12 .09 .15· .l2 ' .. 182' 
Next 70~000 c.f.per 100 c.f.. .12 .. 12 .09 .12 .12 .182' 
Over 100,000 c.f.per 100 c.f. .12 .12 .09 .12' .12 .13.1 

* CS-l is for Cypress-Los Alamitos-Stanton, excl. Park Lane 
and Rancho. 

CPS-l is for Park Lane. 
CSR.-l is for Rancho. 
OR-l is fo~ Orange County, excl. Cypress-Los Alamitos­

Stanton and Placentia. 
PA-1 is for Placentia. 
OC-l is for entire Orange County. 

:fJ: Mi:uunJm charge or service charge for a 5/8 x 3/4-inch metcr. 
A graduated scale of increased charges is provided for 
l:arger meters. 

'?:.! The rates shown are the amended rates requested by applicant as, .. 
set forth in Exhibit No.2, reflecting the' correction of an error 
in applicant's revenue estimatcs- poin'ted out by the staff,. 
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'!he following tabulation lists the monthly billing amount 

for a typical residential. customer using 2,200 cubic feet through 

a S/8 x 3/4-inch meter in each of the present rate areas at both 
, ' 

the present rates and those proposed (a:ld authorized). in this 

proceeding: 

CO~AP.ISON OF MONTImC BIUS 
FOR THE AVERAGE GENERAL I-mTERED CUSTOMER* 

: Present Rite A:rca 

Cypress-I.¢s Alam1tos-St:lnton" cxcl. 
P3rk Ln. ~d Rancho 

~k La:c.e 
P.ancho' 
Orange Cclmty" excl. above and Placentia 
?lacenti.a. 

* 2,.,200 cubic feet 

:Pres.Rcites:~op.Bites:% Increase: 

$6.20 
6.20 
6,,20 ' 
6.20 
6.20 

The Placentia Tariff Area now has an optional special 

metered service schedule applicable to off-peak service through 

4-inch and 6-toch meters. Rates for this service are somewhat lower 

at higher c01lStIt'Ilption levels than for general metered serv.i.ce, 

reflecting the benefit to applicant of large customers who are willing 

and able to utilize only off-peak deliveries. Applicaut proposes 

to increase the rate for this service, commens·urate with its 

requested increase in rates fer general metered service, to change 

from a minimum charge rate to a service charge, and to make the 

revised schedule a.p?liea.ble throughout; the Orange County District. 

Applicant now has a special ~terruptible measured irriga­

~ion rate applicable only to the irrigation of five or more acres 

of cOt:!llll.ercia.l crops> within the city limits of Placentia. No increase 
, 
I, , 

is r(equested in this rate nor in the company-wie..e rate for temporary' 

flat" rate service. 
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Bee.:luse of certain franchise requirements in Orange County, 

applicant does not collect a::ty revenues directly from public agencies 

for fire hydrant service. It: proposes to- cancel its presently. UlltlSed 

Gehedule for public fire hydrant service in Placentia and ~e schedule 

for fire hydro3Ilt: service in parts of the Cypress-Los. Alamitos ... St3l1ton 

Tariff Area which adds a surcharge to customers' 'bills. for metered' 

::;ervice. The st:a££ oppos-es the cancellation of the Placentia schedule. 

We concur 'Wi'eh tile staff t!l.at a. schedule of charges for public fire 

protection service provides a.tnore ~G.uitable distribution of costs than 

to collect those costs from other use:rs. For example, a truck g;J.rden 

may use many times more water than a downtown office bUilding, yee the 

garden would have practically no need for, nor benefit from, public 
I 

fire hydr~ts. Inasmue~ as applicact is. unable t~ eollect appropriate 

charges from public authorities, however, there is no point in 

establishi,:).g the usual fire hydrant :t'~te schedule in the Or=.ge County 

District:. 

Applicant's present trcompany-wic!e" pri"·ate fire protection 

serviee schedule excludes the Culver City, Big Bea= snd Southwest 

Dist:rie~. In rate proceedingz involving those three districts, the 

Commission found that a monthly charge of $2 per i~ch di~eter ~f 

service was reaso:t.able, rather than the $1 per· inch set forth in the 

"company-widen schedule. Eventually" when all districts have had rate 

proceedings, the present r'cotllpany-wideft scheeule can be replaced with 

a revised schedule. In the meantime, 8S each district is cove:-ed by 

a rate proeeedi:lg,. a sepa=atc increased schedule is au'tl~orized for 

tb..at distrie~. 

Resul1:S of Opera.tion 

Witnesses for applicant mld the Commiss':Lon staff have 

:malyzed and estimated applicant r S operational results., Summarized 

in Table II, from the st~ff's Exhibit No. 11 ~d· applicent's E~~ibit 

No,. 7, are the estimated results of operation for the tcs'c year 1968, 

\::leer present rates ~d ur .. de= those p=oposed by applicant. 
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TABLE II 

EST!YATED RESULTS OF OPERATION~ TEST YEAR 1968 

Item -
Operating Revenues 
Deductions 
Net Revenue 
Rate Base 
Rate of R.eturn 

Operating Revenues 
Deduc-:iollS 
Net Revenue 
Rate &se 
Rate of Return 

At Present Rates ., 
Staft AppIrcant 

$1,694,,000 
1:242 .. 900 

4S!,10t5 
8,063,100 

5 .. 59% 

$1,6,94,000, 
1 "'49' ~OO·· zL ".., ~ 

2;2;4,.700 .. 
~, 132,900·' 

5.47% ' 

At Rates PropoRed by AE1>licant. 
Staff . Ap~l~cant 

$1,989,200 
....lzl97-: 400 

j9I,800 
e,063,tlOO 

1.34% 

-
$1,999,.60'0 
1.409,300 
. 590,300 
8:,132"1.:900 . 

. 1.26% 

From Table II it can be determi:led that the rates requested 

by ~plicant will result in an increase of about 1& pcreent1n . 

operating revenues. 

!here are several small differences, between the estimates 

presented by applicant and those presented by the Comcissionstaff 

for o?erating expenses and rate base.. As hereinafter discussed, the 

rate of return is not excessive under either applican~'s or the 

s~£f's est~tes, when the apparent future trene in rate of return 

is eonsidered, so there is no need to discuss. or resolve the 

differences. 

~te of Re~ 

In a recent rate p=oceeding involving applicant's Southwest 

District, the commission found" that an average rate of return of 

6~9 percent over the next th:ee years is reasonable fo:: lI.pplicant's 

operations.. In Exhibit ~~o .. 12, ~he staff recommends tha~ the: rate 

of r~turn be set in the upper pO:1:ion ofa 6075- to 6- .. 90 percent 

range. 
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Applicane f S es'timates for the tese years 1967 and 196$ 

indicate an annual decline of 0.49 percent in rate' of return at 

propOscG rates. !he staff's es tim<l::es, which exclude the effec: of 

a 1968 wage increase on trend in return, si:low an annualclccl1ne of 

0.31 percent at p:oposed rates. Exhibit No. 14 shows that, for the 

past seven years, applicant I s wage levels have increased each year, 

witt1 a. m1nim;;zm of 2.7 percent in 1965 and 5.3 percent in .196$. The 

average annual wage i:lcresse for that period is 4 percent .. 

The ccmpara~ive rates of return for two successive test 

ye:r.rs, or for a series o~ recorded years, c.re. indicative of the 

future trend in rate of return only if the rates of change of major 

indivieual components of revenues, expenses and rate base 1:1. the 

test years, or r~cordet years, are reasonably indicative of the 

future trend of those i:ems. Distortions caused by abn.o:me.l,.. non- ' 

recurring or sporadically recurring changes in revenues, expenses, 

orlate base items must be avoided to p~o\~de n valid basis for 

projeetion of me anticip.;::.tedfuture t:end in ra'Ca of :eturn. 

As an indication of the reasonableness of the trend tn 

rate of return derived from the test years 1967 and 19G8:> applicant 

showed in Exhibit No. 1 summaries of earnings for the years 19&3 

through 1966, based upon unadjusted actual recorded d.s.ta.. An a.verage 

eeeline of 0.42 percent per year was experienced during that period. 

Adjust~ for a non-recu--ring income tax credit related to taxes for 
I 

prior years, the average annual decliu3was 0.50 percent. There is 

no reason to believe th2.-e the trend in rate of return will level off· 

i:l the n~xt few yea:r.s to less tb..=1 0.4 percent per year, which is 

midw::y between the p:ojectiotlS of applicant and the staff. 
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The rate increase authorized herein will not be in effect 
I 

for about the first half 0: th~ year.:196S. Witb. the indicated future 

trend in rate of return, the 7 .26 to '7.34 percent return which would 

have resulted unGer applicant's proposed rates if in effect for the 

full test y~ 1968, should p:::,oduee actual rates of return of 

.lpproxitl:ately 6.3 percent for 1968 (with only half of the year at the 

new rates), 6.9 percent for 1969 and 6.5 percent for 1970. 

Findin~s and Conclusion 

The Commission finds that: 

1. Applicant is in need of additional revenues ... 

2. The estimates presented by a.pplicant and by the Commission 

stuf, of operating .evenues, oper:lting expenses and rate base for 

:he tes: year 1968, and <:m a:nual decline of 0.4 percent in ra.te· of 

return, reasoncl>ly indicate the ?robable range of results of 

applicant's operations for ene near future. 

S. A rate of return of from 6 .. 3 to 6.9 percent ·on applicant's 

rate base for the next three years is- not in: excess of a reasonable 

retux'n. 

4. The increoses in rates and charges authorized herein are 

justified; the rates and charges authorized herein arc reasonable; 

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

?rcscribe<i herein, are for the future unjust and unreasonable. 

The Commissio61 concludes tha.t the application should be 

granted. 

ORDER -----'-""-

IT IS ORDERED that, after the effective date of this orcler, . 

applicant Southern California Wa~er Company is authorized tof1le for 

its Or~e County District the revised rate schedules attaehedto 
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this order as Appendix A, and concurrently to cancel its present 

Schedules Nos. CS-l, CPS-l, CSR-l, OR-l, PA-l, PA-lM,CS-4 and PA-5; 

and also concurrently to file a revised S<:hedule No. AA-4 to remove 

its applieability to the Orange County District. Such filings :shall 

comply with General Order No. 96-A. The effective date of 'the new 

.and revised schedules shall be four days a.fter the <U:.te of filing. 

'!he new and revised schedules shall apply only to service rendered on 

and after the effective &te thereof. 

'The effective date of this order shall be ,twenty days 

after the date hereof. 
/~ Dated at ____ T_,,,_~ ""'A_,.,_ ... ":.;;.' ....... ,I.-. ___ ~~ California, this ~/ __ , _ 



.APPLICf.BnI'l'! 

APmmIX A 
Poge 1 of .4 

Sch.ee.ulc No. OC-l 

Or311f.';O Cowlty T:lritt Arc:;. 

GENERAL METERED SERVICE 

(T) 

(T) , 

1.J.l or :port:i.ollS of the Citic:: of An.:~J:lei."ll., Cypress .. Fo~tain Vallcr,. (':1:) 
C~Gn Crove~ I.:2. Pa.lma> Los ,U,'Jl1litos, OrollXlSC, Placonti;l." Santa ArJ:J." Seal I 
Bc~ch" Sta:l.ton and wo~er". and vicinity, Orange Countr.' eX) 

R.taES -
Qua.:l:tl:ty Rates: 

PerXeter 
Por Month 

~5t 100".000 cubic feet". per 100 cUb1c toot, ••••• $0.18~ (0) 
Over 100,,000 cubic feet, per 100 cubic feet......... 0.131 

Serv'iee ~ge: 

For 5/8 x 3/4-inchmctor ......................... . 
For 3/U-ineh m~tcr •. ~~_~ ....•••. _ •••..•.. _. 
For 1-1n~motor ••••••••••• ~ •••••••••••• ~ 
For 1--l/2-inc:ll !tteter ..••• ' •.•..• __ ................ PO. 
For 2-:i.nch. m.eter ....... .., ............. ' ......... ' .... , .... .. 
For 3-illc:b. meter .' ...... ' .• " .... tII' • .... ~ ...... ~ ••• 
For 4-i:o.cll m.etor ....................................... . 
For- ~:t'rleh. ,meter' ..................... ... ' ....... ' •.• ' 
For 8-i::lel:. met,er ••• .,. ... ., ......... \ ......... ,. .. .... . 

The Service Charge i~ ~ ro~Oiness-to~sorve 
eh.a.rge ~pplic~b10 to. .lll meterod service ~c.. 
to. wb.ieh is to be addod th.e monthly ~ge 
eeomputed ~t. the' Qtul.nti ty Rate6l.?-

$ 2.20 
2.2$ 
2.7$ 
4.00 
5.00" 
9.00 

18-.00· 
2$ .. 00 
30.00 

(c) 



.A.PmIDIX·A 
Page 2 or 4 

Schedule No. OC-9M 

Ora:nge County Tariff" .Aroa 

OPTIONAL SPECIAL METERED SERVICE .. 

A'Ppl:1.~le to all opt1onal apeci:ll meterod wat.er service •. 

TERRr.rORI 

(1') 

(1:) 

tal or port:i.ons 0'£ the Cities 01: Anaheim" Cypress" Fountain VaJJ.:ey" (1') 
Garden <jrove, La Palma." Los. Alamitos". Orange". Placential- Santa M.l> Sw I 
Beach, ~ and Westminster" and vic:i.rlity" Oranse County_ (T). 

RATES -
Quantity Rates: 

Per Mete%' 
Per Month. 

nrst 20.,000 cubic teet..,. per 100 C'll'bicfeet. u... $ 0.182' (C) 
Next. SO.,.OOO cubic feet..,. per 100 cubic feet ........ 0.1$ 
Over 100,,000 eubic feet.,. per 100 cubic feet.· ."He 0;12 , 

For 4-i:o.~ m.eter ... ,. .......... ., .... '." •• ~ ............ '... .... $18.00 
For 6-1neh m~ ................ .......... • _ ............ ~ ••• " 2$.00 
ittr S-in.eh. meter ........... ' •••••• . ' .• e".., ....... "........ ;30' .. 00-

toe S~rvioe Charge i~ a re~diness-to-servc 
eharge ~ppliea.ble to all meterod semac and 
to which is to be addod. the monthly charge 

, eQIl~d ~t the Quant:!.ty Rate Co 

SPECIAL CONDITIONS 

1. Service -ander this sciledulc will 'bo turnished only be'tweenthe 
hO\n"S of lO:oo p .. H. and S:OO A.M. '!he ut.ULt:r will provide ad.oquate 
controls to prevent w;eo1: water at. :my other time. 

2. 'lh:is sehedule applies only to service .:Curnished 'th.Nugh4-1neh 
or Jager mete:-s. 

, 
~ 

(C) 



SChedule No. cc-4 

PRIVATE FIRE PROTECTION SERVICE --""""-- - ---~---

APPUCABILITI 

Appli~ble to allw.:l.ter service forrlished to private~ owr:.edf~o 
protection s.r~tems • 

(':1:). 

(X) 

.All or portio:cs of t.he Cities e;t Anahei."r., Cypress".. Fountain Valley, (1') 
Garcicn Grove, La P3llna, Los Alamitos, Orange, Placentia, Santa J..rJa, Seal I 
:3each, Stanton.and Westminster, and vicinity, Orange County. (T) 

RATE - Per Month 

For'~ inch ot diametor ot service connection "'0. $2".00 (I) 

SPECIAL CONDIT!ONS 

l. Xhe tiro protection service comootion ~:.. be :S.nstalled.·by the 
utility :!l:ld the cost paid by the ~pplieQ%').t. Such po.J'1llcnt. ~ha.ll no'!';" be 
sUbject to refund. 

2. Z!:le:ninimm diameter for fire protection service shall be tour 
inches, aod the :nmO..'ll'U:l. diametor shall be not more th3.n the dial'llotcr- ot 
tho main to which the servioe is connected. 

3. If a distribution main or ",do~te size to ~orvo a private fire 
l'roteetion system in addition to all other normal service does not o,o,S't 
:in the street or alloY' adjacent to the premises to be served, then a 
service ma.:in !'rom. the nearost onst!ng ll"..nn ot adequate capacity shall bo 
:tnstallod 'by the utility ;md the cost pa,id by the appliCllnt4' Such pa}'lTlor.rt:. 
Shall.~ot be subjoc~ torofund. 

(Contim:od) 
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APPENDIX A 
Page 4 o'C 4 

Schedulo No. oc-4 

D:>:mp:e CO\lnty To.rifi' Area. 

PRIVATE FIRE PROTECT!ON SERVICE 
-CCont.:inued) 

SPECIAL CONDITIONS (Continued) 

, '. " 

4. Service hore'llllder is for private fire protection systems to, .... lhich 
no coxmcctioI).S £or other than fire protection P'l.U:'pOSOS arc allO't-1ed and 
'Which ~ re~ly inspected by-the underwriters having jurisdiction" 

(T) 

(t) 

arc i:1stalled according to spocifications of the utility" .:uld are m.:J.intainod 
to tho satisfaction ot tho utility.. Tho utility :nay instill the s'bnd.o.rd 
dotector type meter approved 'by- the Board of F.i:re Undenll'iters for 
:protection ag~t. theft.t le.ll~go or '1-1asto of water and the cost paid 
by the a~pl:tcant.. Such payrlcnt sh~l not be subject to· rei'U%'ld.. 

5. Zhe utility will supply only such 'Wator at such pressure as 
:r.:ry- 'be avail.3.ble at 31lY', time '\:.hiougO. the normal operOltion of i t.s system .. 


