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Decision No. -7 ........ 7 ... S~4~SJ------

BEFORE 'IRE PUBLIC UTILItIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
PPD Corporation cba Northeast Gardens, ) 
Water Co~pany under Section 454 of the ) 
Public Utilities Code for Authority to ) 
Increase Rates for Water Service. ~ 

Application No. 51535 
(Filed December 8, 1969; 
Amended January' 29, 1970) 

Francis H. Ferraro, for PPD Corporation, applicant. 
John ~. Reader and 1. Nagao, for the Commission staff. 

OPINION 
_...,.. __ .... _iIIIIIIIIJ 

PPD Corporation, doing business as Northeast Gardens Water 

C0m?any (applicant), seeks authority to increase rates for water 

service to approximately 450 customers in the unincorporated; 

community of No:theast Gardens located one and one-half miles 

northeast of Fresno, Fresno County. 

Public hearing was held before Examiner Coffey in Fresno 

on April 22, 1970. Copies of the application have been served and 

notices of hearing have been mailed to cust:omersin accordance with 

this Commission's Rules of Procedure. 'the mat,:~r was submitted on ' 

April 30,. 1970, with the receipt of Exhibit No. 12. 

A staff f1~lncial examiner and an engineer presented the 

results of their fiell~ investigation of AP?liC.l:l.t' s operations. 

Plant fccilities were inspected, pressures checked, and eu:;tClmers 

interviewed in Mnreh, 1970. '!he staff examined applicant I s books ,. 

and other aceouu~1ng records. 
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Applicant generally accepted the staff report7 but 

?resented evidence and argued that certain allow~nces in the 

results of operation were insufficient. Six customers protested 

t:he amount of the proposed increase and complained of sand7 low 

pressure, air in the water 7 inability to contact the utility in 

times of trouble, and unannounced service interrt:ptions. Each 

of the approximately twenty-five customers present at the hearing 

indicated that they had problems similar to those of the public 

witnesses. 

Rates. 

A~~licant's present rates became effective on Ju~ 17 

1952 by Decision No. 47021, d:l1:ed April 22, 1952, in Application 

No. 33064. ':he st~ff estimated the proposed increase tob~, on 

the avcr~ge, ~bout 61 percent. Applicant also proposes to change 

the billing b.as.is from "irrigated area" rates to· "lot size" rates. 

Meter rates are also proposed to be ehanged and increaocd. 

However, the:e are presently no metered serv~~cs. 

The following tabulation compares applicant's pr.escnt 

and proposed rates for flat rate service: 
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Rate Comparison 

Flat Rates 

For each residence, including 1,500 
sq. ft. of irrigated ares •••••••••• 

For all ,irrigated area in excess of 
1,500 sq. ft. per 100 sq. ft ••••••. 

For house trailer or tent when used 
as a· dwelling ...... ,.., ............. . 

For places of business, or any 
commercial or industrial establish-
ment. ••••••••••• • , ••••••••••••••••••• 

PRESENT 

PROPOSED 

Per Month 

$2.75 

.05 

1.00 

5.00 

Per Service Connection Per M,nth 
374-ineh I-inch 1-174-1nch 2-tnch 

1. For a single-family resi­
dential \mit, including 
prem1S~S, having an area of: 

2. 

3 .. 

4. 

7,799 square feet or less. ••••• $ 6.00 
7,800 to 14,000 square feet... 8.35 
14,001 to 25,000 square feet.. 10.00 
Over 25-,000 square feet for each 
additional 100 sQuare feet or 
fraction thereof ~- ••••••• $ 0.08 
For each additional single-family 
residential unit on the same 
premises and served from the same 
service cOnneetion............ 4.65 

For each automobile service 
station, medical building, 
hospital, res.taurant, beauty 

12.20 salon .............. e· ............. 

For e4ch motel p hotol, 4part-
Qcnts. plus $3.25- per unit •••• 7.10 

~04 each businesc establichment 
other than those lis.ted in 2 
and 3: aboV'e' ••• ' ........ , ......... ' ....... 7.10 
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$ 6.00 
8.35-

10.00 

5.90 

12.20 

7.10 

7.10 

$11.00 
11.00 
13.00 

6.60 

17.25 

12.20 

12.20 

$16.00 
16.00 
16.00 

6.60 

27.40 

15.70 

15.70 
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Results of Operation 

To effect improvements in service, the staff recommends the 

installation of two new wells and three new sand separators. The 

following tabulation compares the results of applicant's operations, 

including and excluding staff recommended improvements, under present 

and proposed rates for the test year 1970 with the adopted results 

of operation at rates conditionally authorized herein: 

Results of ~ration 

Starr Eetimnte Year 1210 
:Incl.lmprovGmP.nts:EXe1.Improvement~ : Adopted Result~ 
:Pre~ent :Proposed. : Present :ProPOS<3d. : Inc1ud1ng : D:c1ud.1ng 

. . 
: 
: 

Item : Rates : Rates : RAte~ : R3.tes :Improvemcnts:Improvements: 

Operating Revenuos $26,400 $42,SOO $26,400 $42,500 $:39,050 $:34,J..80 
, ,' ... 

Deductions 
Source or Supply EXp. 200 200 200 200 200 200 Power 6,400 6,400 6,400, 6,400 6,400 6,400 O&M"Iabor 6,620 6,620 6,620 6,620 6,620, 6,,620 
O&Y. MIl.teriw 1,500 1,500 1,500 1,.500 1,,500 1,,500 O&M Contract Work 500 seo 500 sOO 500 500 Otfice Sala.rie~ 1,,500 1".$80, 1,580 l,580 l,.580" 1,5S0' 
¥..a.na.gement Sal.aries 2,,460 2,460 2,460 2,460 2,~0 2,L60, 
Ott.Suppl1e$ & Exp. 1,~OO 1,~00 1,300 l,,300 1,300 1,300 
Ins.& Empl.Bene1'it3 2,370 2,370 2,370 2,:370 2:,640 2,6/.0 
Acc.& Legal Exp. 200 200 200 200 200 200 
General Expense. 200 200 200 200 200 200' 
Vehicle ~se 2,010 2,010 2,010 2,OlO 2,.010 2,010; 01't.&Storage Rental 260 260 260 260 260 260 

Subtotal 25,600 25,600 25,600' 25,600 25,et70 25,870 
Depree1a~1on Exp. 2,670 2,670 1,870, 1,$70 2>670 1,870, 
Property T3XO~ 2,240 2,240 1,210 1,210 2 .. 240 1660, , . 

POloyrollTaxes 890 890 890 890 940 940 Income Taxes 100 2 .. 160 100 2"~20 1~l2O 1,,020 
Total Dedu¢tions ~1,,500 ~3,560 29,670 ~3,120 32>-840 ~1,370 

Net Revenues (5.100) 8,940 (3.270) 9,380 6,,210 3,llO 
Ra. ~e Bs.:Jo 76,690 76,690 4l,490 41,,490 76,690 4J.,496 
R.'lte of Return loss 11.7% loss 22;.6% 8.1% 7.5% 

(Red FiP:Ure) 
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To estimate management's salaries the staff assumed $24 per 

customer per year to bQ reasonable after considering the practice of 

other water utilities aad the large ~rogressive annual increases of 

management's salary. Applicant argued that this salary should be 

equal to that of a superintendent of a local pipelaying company. 

Considering that allowances foraccount1ug, legal and other expenses 

arc included in the adot>ted results of operation:, which may be used 
I 

for management compensation and considering the :;ubstantial pension 

and insurance cx-pcnses adopted herein, we find the staff estimate 

of management's salaries reasonable. 

Applicant's owner leases to his operating utilities all 

small tools, office equipment and vehicles. After comparing these 

rental charges with costs', of ownership by tbe utility, the staff 

concluded that the rental charges are excessive and that ownership 

of equipment by the utility would reduce applicant's operating 

expenses. We find the staff adjustment of rental charges reasonable. 

Applieant argued that the estimate of office supplies and 

expensQ should be increased by $90 ~nnually in ant1eipat~ of 

increased postal rates. Ihis record does not contain sufficient 

information to support sueh a speculative request. 

Applicant maintained that the staff allowance for 1n$urance 

and employee benefits should be increased. the staff in Exhibit: 12 

conceded that the amount of insurance included in this account 

should be increased by $270. We find: ~2,640 to be e rea60nable 

estimate of insurance and employee benefit expense, which includes 

atnounts committed but not actually contracted for employee benefits 

and an adjustment for the added billings. for insurance demonstrated 

by Exhibit No'. 5. 

-5-



A. 51535 hjh 

Applicant argued that the downward adjustment of the staff 

estimate of pro~erty taxes made to reflect expense items erroneously 

capitalized in 1962, 1963 and 1967 and to' eliminate duplicate 

capital entries made in 1966 was not proper since the property 

taxes were not increased at the time of the erroneous plant 

accounting and would not be decreased with the correction of the 

error. It is noted that the staff allowance of $1,210 for the test 

year, excluding improvements, is less than the actual taxes of 

$1,658.58 ~"'id in the fiscal year beginning July 1,1969. We find 

reasonable property taxes in the amount of $1,660' for the test year 

1970, excluding improve~ents_ 

The staff in Exhibit No. 12 conceded that a' higher rate 

for Workmen's Compensation, Insurance should apply ~nd increased it$ 

estitXlllte by $50. We find' that $940 is 8 reasonable estimate for 

payroll taxes. 

Service 

The staff report of its field investigation indicates':, 

a. Six informal complaints were filed during the last 
three years. Three complaints pertained to outages 
and dirty water in 1967 when a main ruptured. The 
other three questioned the utility's billing 
practice. All complaints were satisfactorily 
resolved. 

b. The Department of Public Health reexamined the 
utility's facilities in February" 1969', and found 
them to be clean and orderly. Periodic tCS1:S of 
water samples show the quality to be satisfactory. 

c: • The present owner reports that the system had been 
badly negleeted prior to the time of aequ1sition in 
1966. Sand separators were not emptied and mains 
were not flushed. Subsequently a massive flushing 
program was instituted. At sand separators and at 
14 points in the distribution sys-tem flushing takes 
place now once a week in summertime and biweekly in 
wintertime. However, s~ll amounts of sand still 
reach some of the customers' services. The staff 
believes, and the utility agrees, that new and 
more efficient sand separators should be installed­
at each well. 
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d_ The system has for some time been encircled by 
built-up areas served by other utilities. No 
growth potential exists. However, the consumption 
(flat rate) per custo~er has increased. The 1969 
.lverage water usc PCl: customer amounted to about 
50 Ccf per month. The peak WllS in July and 
amounted to llS Ccf per customer. The staff 
believes, and the utility agrees, that tw~ new 
wells shoul~ be added, each with a capacity of 
no less tha~ 150 gallons per minute. 

e. The staff's field investigation in March, 1970, 
generally determincd that the utility was managed 
and operated in a conscientious and thorough 
manner. Pressures were maintained between 3$ 
and 65 psi. 

Rate of Return 

The staff recommends a rate of return of 7.5 percent on 

the present investment in plant as fair and reasonable, giving 

consideration to the utility's long term. debt balance of $7,360 on 

Decetnber 31, 1969, at 5 percent interest. 'Ihis rate' of return will 

produce a return on equity of a?proximately 8.0 percent .. 

The staff reeommen~s a rate of return of 8.1 percent upon 

completion of the recommended improvements amounting to $36~OOO. 

'!his rate of return takes into cons.ideration the increased costs 

of debt, estimated to be 8.5 percent. 

Applicau't requested a rate of return greater than the 

7.5 percent after demonstrating that the 'e~sh generated from 

ut:ility operations w01,,1lcl not 'be sufficient to repay existing deo.t, 

interest thereon and provide for estimated capital additious. In 

considering the amount of net revenue increase authorized herein, 

$3,110 excluding recommended improvements and $6,210 including 

recommended improvements, the icnpaet of increased rates on custom.ers 

and the economy, and other factors, we find the staff recommended 

rates of return to be reasonable. 
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Staff Recommendations 

The staff recommends that applicant be directed to: 

~. Place on its books of account the amounts for 
balance sheet items, utility plant and depreciation 
reserve shown in the column entitled "Adjusted 
September 30, 1969" in the "Nee Plant Investtnentrr 

tabulation on page 4 of Exhibit No.1. 

b. Acquire and place in operation two new wells of 
a size and c~pac1ty comparable to those presently 
in o?eration. 

c. Acq~ire and ~lace in operation a new sand separator 
at eacb of the prcsent three wells. 

d. For the year 1970 determine the depreciation 
aeer~ls by accounts using the rates shown in the 
depreciation accrual calculation table in Exhibit 
No.1. Until review indicates othcrwise~ applicant 
shall continue to use these rates. Applicant shall 
review these depreciation rates at intervals of 
five years and whenever a major chang~ in 
depreciable plant occurs. Any revised depreCiation 
rate shall be determined by: (1) subtracting the 
estimated future net salvage and the depreciation 
reserve from the original cost of plnnt; (2) divid­
ing the result by the estimated remaining life of 
the plant; and (3) dividing the quotient by the 
original cost of plant. The results of each 
review shall be submitted promptly to, the 
Commission. 

Findings and·Conelusions 

The Commission finds that: 

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

proposed rates set forth in the application are excessive. 

2. The adopted estimates, previously discussed herein, of 

operating revenues·" operating expenses, and rate base for the test 

year 1970, reasonably indicate the r'csults of applicant r S operations 

in the near future. 

3. A rate of return of 7.5 percent on the adopted present 

rate base for the year 1970 is reasonable. 'When applicant improves 

service by the installation of the new wells and sand separators 

recommeneed by the staff a ratc· of return of a.l percent on the 

adopted rate base including improvements for ~he year 1970 is 

reasonable. 
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4. The increases in rates and charges authorized hereiu 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. 

5. The recommendations of the staff as herein set forth,are 

reasonable. The Commission concludes that the app11c8tion should be 

granted to the extent set forth in the order whi.ch follows. 

ORDER ---,.---
IT IS ORDERED that: 

1. After the effective date of this order, and after applicant 

has advised the Commission, in writing, that it has contracted for 

the employee benefits included in the results of opcr~tion adopted 

herein, PPD Corporation, doing business as Northcs.st Gardens Water 

Com?any, is authorized to file the revised rate schedules attached 

to this order as Appendix A. Such filing shall comply with. General , 

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

be four days after the date of filing. the revised·' schedules shall 

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

thereof .. 

2. UPO'!l completion by applicant .8nd verification 0'£ said' 

completion by a staff engineer of the plant additions listed below, 

applicant will be author,ized by supplemental order herein to file 

the revised rate schedules attached to this order as Appendix B. 

Such filing shall comply with General Order No. 96-A. The effective 

date of the revised schedules shall be four days after the da::e of 

filing. 

8. ~o new wells each with a capacity of no less than 
150 gallons per minute. . 

b. A new sand sep.arator ~t eacb of th~ p2:'e&ent three 
wells. 
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3. Within ninety days after the effective date of this order, 

8?plicant shall submit to, the staff ?roposcd journal entries which 

shall record on its books of account the amount for balance sheet 

items, utility plan: and depreciation reserve as shoWQ in the eol~ 

entitled "Adjusted September 30, 1969" of the "Net Pl.ant: Investment" 

tabulation on page 4 of Exhibit No •. 1. 

4. For the year 1970, ,applicaut shall determine the 

depreciation accruals by accounts USing the rates shown in the 

Depreciation Acercal Calculation table of Exhibit No·. 1.. Until 

review indicates otherwise, applicant shall continue to use. these 

r.ltes. Applicant shall review these depreciation rates" .at intervals 

of five years and whenever a major change in depreciable plant occurs. 

Any revised depreciation rate shall be determined by: 

1 .. 

2. 

3. 

Subtracting the estimated futu=e net salvage and 
the depreciation reserve from the original cost 
of plant; 

Dividing the result by the e-st1mated'remaining. 
life of the plant; ana 

Dividing the quotient by the original cost of plant~ 

The results of each review shall be submitted promptly to the 

Commission. 

The effective date of this order shall be twenty days after 

the date hereof. 

Dated at ____ .;;;&;;;;:~;;;;..;;.Fr,;,;;an-.;:;.;ei:'_~e~o ____ , ca11fornUl, this 'Zf"C/v 
day of _____ ...,j"._·_3x.;Ur;.:L::.;sY ___ , 1970. 
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APPlICABILITY 
I 

APPENDIX A 
Page lot. :3 

Schedule No. 1 

!mTERED SERVICE 

Applicablo to all metered water service. 

TERRITORY 

(1) 

('1') 

Northea.st Ca.rd.en~ .. and ';\"icirJ,ity .. located approximately one (1) 
milo ea,:)t of Fre:::no .. Fre~no )'County. (1) 

RATFS 

Quantity Rateo: 

Fir,t· 900 cu.ft. (")r le:l:5 ........................ . 
Noxt 1 .. 100 cu.ft ... per 100 cu.!t ................ , 
Next. 3 .. 000 eu.tt., per 100 cu .. ft ................ . 
Over 5 .. 000 cu.£t., por 100 eu.ft ••••••••••••••• 

Minim\l.'n Charge: 

For 5/s x 314.-inch'metor ....................... . 
For 3/4.-1nch! meter ................. • ' ...... _ ..... _ .. .. 
F~r l-in.ch:met,er ....................... . 
For 1~1nch~moter ••••••••••••••••••••••• 
For 2-ineh' meter ...... e" ......................... ' ........ .. 

For :3-i:o.ch: moter ........ ' ........ " ....................... .. 
For 4.-ineh; meter .. _ .... . ' .................... ' ,. .. .. 
For 6--ineh' meter ......................... ' e" ............. . 

Per Meter 
Per Month 

$ 3.50 
.25 
.17 
.09 

3.50 
5.25 
$.00 

14.00-
20.00 
40 .. 00· 
60.00 

120.00 

(I) 
(I) 
(R) 
(R) 

(I) 

C±) 
(N) 

(N) 

Tho Mir.d.m\ml. Chargo will ent:i.tle the ~tomor (1') 
to the j~\2.'l.rXtity of -wator 'Which th.a.t· millimum (T) 
eh~se ~Will purclln..,~ .').t th(ll Q"l\nM~tY' Rates .• 
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APFtICABIUT'l 

APPENDIX A 
Page 2 ot :3 

Schod1.1J.c No. 2 

FLAT RATE SERVICE --

Applieable to all flat r~te water ~crvice. 

TERRITORY 

Northca.~t GardOn:3, and Vicinity, locatod. approx::1:mately one 
mile oast or Frosno, Fresno County. 

RATES 

(T) 

(T) 

(T) 
(T) 

Per Service Connection Per Month (0) 
l-inch. or 

1. For ~ :single-f~ residontial 
unit, including premisos having 
an area. of: 

Smaller l~neh 2-1neh 

7,8vO sq.tt. or 1eo$ •.•.••••••• 
7,001 to' 14,000 oq.:t. . ....... .. 

14,001 to 25,000 SCi.it ............ . 
Ovor 2$,000 oq~:£t. p~r 100 3q.ft. 

For each additional single-t~~ 
residential unit on tho sace 
prcmi30s and s4;)rve.::d froo the z3me 

$ 4.$0 
6.75 
$.40 
0.02 

sorviceconncct10n ................. 4.00 
" 

2. For each automobile service station, 
restaurant or beauty salon ••••.••• 10.00 

3. For motels, hotel$, orfices or 
apartments.: 

(a) 

("0) 

For the initial unit or managor's 
apartment ..•.••.•.. , ............... .-. 6.00, 

For each additional unit •••• 3.00 

(Continued) 

$ 
9.00 

10.50 
0.02' 

5.00 

14.00 

8.00 

3.00 

$ 

33.00 
0.02 

5.00 

22.00 

$.00 

3 .. 00 

(I) 

(T) 
(T) 

(I) 

(0)' 
(D) 
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SPEC:CAL CONDITIONS 

APPENDIX A 
P~ge :3 or:3 

Sehedule No. 2 

FIAT RA'I'E SERVI CE 
-(Continued.) 

('1') 

('1') 

1. All service not covered. by'the above classi1'iea.tions ~hall be . (N) 
1\1rxlished only on a motered. basis. (N) 

2.. For service eovered by'tho above e~si!'iC3.tions". if the (C) 
utility ~o elects. a motor may be ~talled and Service provided under I 
Schedulo No.1, Metered Servico. (C) 
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APPLICABILITY 

APPENDIX B 
Pa.go 1 of :3 

Schedule No. 1 

ME'l'ERED SERVICE 

Applicable to all metered ~ter service. 

TERRITORY 

Northea:Jt Gardens, and .vicinity, located. approxima:tely one 
mile eMt of Fre:3no 1 Fro~no Co'Unty. 

RATES 

Quantity Rate3: 

Per Metor' 
Por Month 

First 900 cu.ft. or less •.••••••••• _ .••.•••.••. _ 
Next 1,100 eu.!t., J:>0r 100 eu • .ft ••••••••••••••••• 

$ 4.00 (I) 
.Z7 I 

Next :3,000 eu • .ft.". por 100 eu.!t· ................. . 
Over 51 000 eu.!t.". per 100 eu • .ft. u ............. . 

M1ninn:m Charge: 

For 5/8 x :3/~ineh meter ••••••••••••••••••••••••• 
For :3/4-ineh meter ••••••••••••••••••••••••• 
For l~ineh meter •••.••. ~ •..••••.•••.....• 
For l~ineh meter ... ., .. e, ••• - •••••••••• e' •••• 

For 2-inch meter .•....•••••.••.•.••..••.• 
For 3 .. inch meter ....... e' ............... ,... ••• e'. 

For 4-ineh met or •••• e, ..... ., ., ......... ' ...... . 

For 6-ineh meter ....•••.•.•.•.•••.••.•.•. 

The Min.iImJm Charge ~ll entitle the c:~tomer 
to the quantity o! water 'Which thD.t minimum 
charge 'W1l1 purc:hMe llt the Quantity Ratos. :. 

.le (I) 

.09 

4.00 (I) 
6.00 1 
9.00 (I) 

JJ .... OO 
20.00 
40.00 
60.00 

120.00 
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APPLICABILITY 

APPENDIX B 
Page 2 of 3 

Schedule No. 2 

Appl1cable to all !la.t ra.te wator ~ervico. 

NortheMt Ga.rd.~n.s" and vicinity" located approximately one 
mile ea.st or Fre:sno" Fre,no County. 

RATES Per Service Connection Per Month 
l-inch or 
Smaller l~ineh 2-inch 

1. For a ~ingle-:t:amily ro~idontial 
\mit" including premi~c~ hs.ving 
an are{l. or: 

7 ,,800 ~q;.:t:t. or 1e3~ .............. $ 5.50 
7,,801 to 14,,000 sqpft~ .......... 7.65, 

14,,001 to 25,000 sq.ft. ............. 9.20, 
Over 25,,000 ~CJ..'!t. }Xlr 100 sq.tt. 0.02 

For each additional ~ingle-!am1l1 
rezidontial unit on the 3aJne 

pr~so3 and. served' trom the same 

$ 
10 .. 00 
11.,50 

0.02 

$ 

15.00 
0.02' 

(I) 

(~) 

sorvico connection ................ 4.25 

2. For each automobile ~ervico station" 
restaurant or bea.uty salon ..... __ ll.oo 

5.50 5.50 (I) 
f 

3. For motels" hotels" otricos or 
a.~ments: 

(a.) For tho initial ur~t or manager's 
EL~ent· ill ••••••••••••••• ".. 6.50 

(b) For o~eh additional unit . " .. :3.20 

(Continued) 

15.00 

8.75 

3.20 

25.00 

8.75 

3.20 (I) 
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SPECIAL CONDITIONS 

APPENDIX B· 
Pa.ge :3 of·;3 

Schedule No. 2 

FLAT RATE SERVICE 
('ContinUed) 

1. All sorvice not covered by tho ~bove clas~ifieation shall be 
1"urni~he<1 only on a metered basis. 

2. For servico covored by tho abovo c1assi:ieation!, it the utility 
so elocts, .a. me~r may be instaJ.lod And service :provided under Schodule 
No.1, Metored. S<>rvice .. 


