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Decision No. _8_1._0_:1._6 __ _ 

BEFORE !BE PUBLIC UTILITIES COMMISSION' OF me ~~'!E OF CALIFORNIA 

Application of LONG CANYON WATER COMPANY ) 
for a certificate of public convenience ) 
and necessity to operate as a publie 
utility and to eonstruct facUities and 
to issue securi~ies. 

Application No. 53344 
(~led May 22L 1972; 
amencled June I:. 1972) 

Deadrich. & Bates
t 

by Kenneth R. Bates, Attorney at 
taw .. for app1~cant. 

Ro~'Durkin and John Gibbons~ for the 
sion staff. 

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

this is au application by Long Canyon Water Company 

(Long Canyon) seeld:c.g a certifieate of public convenience and 

necessity to construct and operate a public utility water system 

and au~hority to issue COl:Dm.on stock. 
A duly noticed public hearlIlg was held in thiS matter 

before Examiner Dooald B. Jaxv.ts in Bakersfield on October 25 .. 1972. 
It was subtcitted subject to the filing of a late-filed e.xb:tb:tt which 

was :teeeived on November 15, 1972. 
!.oo.g Canyon seeks authority to operate in Kern County n~ 

the southeast corner of Lat<:e Isabella where Hi,gbway 178- interseets 
Sien-a Way. If the application is granted, Long Canyon proposes to 
issue all of its comnon stoe1<: to its president, George M. :Prince, Sr. 
Initially Long Canyon proposes to serve an area knoWn as Tract 3428 
and to se~l surplus water to other water companies 1n the area. 
Tract 3428 is being developed. by Kero. Val-ley Land, a corporation) as 
a subdiViSion for privately owned mobile homeS and trailer coaches. 

Kern Valley I..and t s pr:lncl.pAl. officers are. the' sons of 
George M. ~. Sr. 
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The George M. Prince Family Trust owns property to the 
north and south of Higbway 178 in the area here 1.Ulder consideration. 
The characteristics of the laud on each side of the highway differ 

greatly. To the south there is an alluvial fan With a very limited 
water supply. 'Xo the north there is a flood plain with a good supply 

of water. Trac: 3428 is located south of Highway 178. It encompasses 
71 lots. Long Canyon proposes to serve Tract 3428 from a well located 
south of Highway 178 Which. is capable of pumping lSO gallons per 

m:t:c.ute. The Prince Trust has agreed to transfer to Long Canyon a well 
north of Highway 178~ wbich 15 capable of pumping 4~OOO gallons per 
mi.nu.te. In addition to serving the 71 lots in Tract 3428, Long Canyon 
proposes to sell water in bulk to certain neighboring mutual water 
compa:n1es, a point hereinafter discussed. Long Canyon also proposes 
to install a 42,000 gallon tank at an appropriate elevation at the 
south end of Tract 3428. The pump will be controlled by a float 

swi~cb. which will be set so that 1,000 barrels of water storage for 

fi:ce flow 'Will be maintained in the tank at all times. 
The Comnission r s hydraulic staff recommended t:ha t: the 

application be granted With certain conditions, the primary one being 

that the Subdivider pay the utilit:y $120 at the time eaeh. lot is sold 
to be put into a ~d to cover out-of-pocket operating lo~s of 
I..ong. Canyon. The Co'Cllmi.ssion t:;. finance and accounts staff 1n:tt1ally 

opposed the application on the groUllc1 that Loc.g Canyon was designed 

to serve an uneconotaical unit and that by denying certification the 

Commission would· compel the subdivider to obtain water from au 
existing public utility) or cause the formation of a mutual water 
eompany wb:Lch woa.ld better serve the long range needs of the customers 
in the area. However, after heariDg testimony adduced at the hearing.,. 
a finance and aCCOlmts staff witness indicated that he thought 
Long canyon should be granted a certificate with conditions imposed 
thereon. These conditions included those proposed by the hydraulics 
staff plus a requirement that the subdivider deposit $10,000 into an 
interest bearing escrow account for 20 years to further guarantee any 
operating losses. of Long Canyon. . 
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rae a:ea here under consideration is located near Lake 
Isabella. ~r.aile there has been some consolidation of smaller public 

utility water co::tpanies in the I..ake Isabella area;t none has occurred 
uear 'tract 3428. The subdivider coc.tacted five public utility water 
companies :in the general area and none was interested iu servi.ng 
Tract 3428. Dominguez Water Company, however, has agreec to operate 
the system on a contract basis.. 

Tee record iudica~es that in the area souta of Highway 178-
variou.c mutual· water companies were without water or short of water. 
I.on3 Can.yon indicated Qat i.t did. uoe de::.i.re to take over and incor-

. porate these ClUtuals into its sy:;tem. because they were not constructed 
in accordauce with the minimum rectuirements of General Order No-. lOS. 
Long canyon will, however, sell water in bull~ to the mu.tuals. In 
addition, numerous property owners in the area indicated their support 

for the application. Some of taem indicated that, if the application 

were granted, they would seek service from. Long Canyon. in accordance 
with the !la.iu Extension Rule. 

A hydraulics staf::: engineer testified that, in his opinion, 
the revenues from. Tract 3428", based on the propo::;ed rates, would in 
7 years be sufficient to cove:: the ou~-o£-pocI,et costs in operating 
and maintai:t,;;og the Long canyon water system. Ee did. not:, :tn making 
this estimate, consider the revenue from bulk sales of water. 

Long Canyon presented evi.dence that the best use for the 
area sou.th of Highway 178 would be for low density housing. 
Long Canyon presented au Environmental Itllpact Statement which 
indicates that the eocseruction and operation of the water syst~ 
would hzve min;mal impact on the area. There was also received in 
evidence Ordl:c.ance No. F-l65 in which the Board of Supervisors of 
I<erc. Co~t::y granted A £r:lnehi.-C:4I\ Authorl7..hlg th~ eon..~truetioc. .0£· the 
water :;ys.tem.. 

-3-



A. 53344 e!t 

If the certificate herein sought was limited to the sole 
p~se of furnishing water to the 71 lots in Tract :3428~ i~ would 
be a close question as to whether i.t sb.oul.d be ~auted. Long Canyon~ 

however ~ see!(S a certi!-icate for a larger area. Granting the 

certificate will result in two wells with a capacity of producing 

4,150 Zallon.::: per minuee being dedicated to the public use in 
an area with a sa.ortage of wa~er. Long cauyO'll wUl engase in the 
bulk ::;ale of water and extend w:tZhin its :;ervice area under the Main 

Extensiou Rule.. '!he revenue from. the bulk sales of water tosether 

with. the revenues from Trac~ 3428 should make the operations of the 

cOUlpa'O.y ecouoad.callY feasible. In the circumstances the Coa:misSi01l 

is of the opinion that the certificate should be grauted with the 
impo:;~tion of the conditions :;uzzested by the staff. 

Applicant also :;eeks authority to issue au amount not to 
exceed 600 s~es of its $100 par value common stock for the cost of 

co'C.Stru~tiO'C. and bac!tuJ:) facilities for the proposed water system. 
The estimat~d cost of such facilities is $57,823. The finance and 
accounts staff does not dispute the estimate but contends that all 
the wa.ter mains should be financed by means of the Y.t.a1n Extension 
'BW.e rather tbao. equ:ity capieal. Since Lcro.z Canyon and Kern Valley 
Land (the tract developer) a:e under COQmOU control, if the developer 
transfers the main extension contract to the utility to hold as an 
:Luvest:Q.ent~ with re....~ds being credited to capital surplus as they 

are eaxned) l.on& Canyon would be in a better financial position 

because refund :r:equ:1reme:o.ts would not result in any cash drain. 

!his would be in the interest of future customers. If water mains 
a;-e excluded from the aforesaid estitnat~) the amount remainin& for 
CO'CStru.etion 4t1;d backup facilities is approximately $34,000. In the 
circu:llStances> Lcrc.g Canyoc. will be authorized to issue not more than 
400 shares of :l~ cO!IIClOn stoek. No other points require discuSSion. 
'!he ~si.on ~ the foll~ findingS and conclusions. 
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Findin~s of Fact: 

1. tons Canyon proposes to construct and opera'te a public 

utility water sy:;.tem in !<ere. County near tile southwest corner of 
Lake Isabella where Etzaway 178 intersects Sierra 'Way. 

2. !.ong canyon initially proposes to. serve an area known as 
Trac~ 34287 wh!.eh eO'C.S~ts of 7~ lots 7 ane! 'Co sell surplus water to 
other water companies in the area. 

3. It: is proposed that the sole shareholder of I..o0.3 Ca:r.yon 
will be Georze !1. Prince> Sr. 

4. Tract 3428 is being developed by Kern Valley Land, a 
eorpora'tiotl., as a Subdivision for privately owned mobile homes and. 

trailer coaches. !he sons of George Me Priuee, Sr., are the pr-lncipal 
of:icers of I~ Valley land. 

5. !he Georee K. Prince Family 'l'ru$t ~ prol:>erty to. the 
nortll and south cf Hizhw.ny 178 in tb.e area here invo.lved. The 
cb.a.racter.Lstic::;. of the land on either side of the highway differ 
greatly. To. the sou--.h there is an alluvial fan wi.th a very limited 

water supply. 'Xc the north tOex'e is a flood plain with a good 

supply of water. '!raet :3428 is located SOttta. o.f Highway 178-. 

6. Long. Canyon proposes to serve Tract 3l;.2S from. a .well sottth 

of Highway 178, which is capable cf ptarlping 150 gallons per minute. 

The water from the well meets the requirements of the california 
Department of Public Health. 

7. T"41e Prince !rust owns, ,and .b,as. agreed to transfer to: . 

!.one Canyon, a well norCh of RighwCl'l.J 178, which is cap.a'bleo£ pumping 
4~OOO zallo::l.S per minute. 'V7ith mnor modif:tcatiOtlS~ the well will 
meet the req,uixem.en1!s of ~he California Department o.f Public Health. 

8. LoIlg Canyon bas entcrec1 :into. an agreement w!.1!h Dominguez 
Watel: Cocpauy~ a p~lic utility water corporat:£.ou~ wbieh provides 
that i£ the authori::y requested herem :ls e;ranted~ Do-al:£llguezwlll 
operate the system. for !.oDe Cauyon. 
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9. Long Canyon has the ability, including financial ability, 
to construct and operate the proposed water system. 

10. The construction and ope%ation of the proposed water system 
will have a :inimal impact on cOtllrtunity values, recreational and park ( 
3re3.S, historie.ll and aesthetic values, and the environment in the ; 
area. 

11. There are various mutual water companies in the area south 
of Highwy 178 which are without or short of water. Grantins the 
application would benefit those mutual ·.I:'a.t:er companies. because Long 
canyon is able and willing to sell them surplus water in bulk. 

l2. Public convenience and ne~essity require that Long Canyon 
be authorized to construct and operate a public utility water system. 
as hereinafter set forth. 

13. The public interest and the long range needs of the 
customers in the area require that the certificate herein granted be 
conditioned on Kern Valley constructing the water mains for the 
initial development of Long Canyon under a main extension agreement 
and donating and transferring said agreement to ~ong Canyon. 

14. The public interest and the long range needs of the 
customers in the area require t~t the certificate herein granted be 
conditioned on Long Canyon depositing in an interest bearing account 
an initial amount of $10,000 plus an additional $120 upon the initial 
sale or transfer of any lot within Tract 3428) as hereinafter provided. 

15. Long Canyon should be authorized to issue to George M. 
Prince, Sr., 0.0 more than 400 shares of its $100 par value common 
stock for tbe construction of the aforesaid water system and backu~ 
facilities, excluding water mains. The money, pro?erty, or labor to 
be procured or paid for by the issue of the stock herein authorized 
is reasonably required for the purposes specifiee herein, and such 
purposes are not, in whole or in part) reasonably chargeable to, 
operating expenses or to income. 

1&. Long Canyonts proposed water supply and distribution 
faCilities will provide reasonable service for the certificated area 
and meet the minimum requirements of General Order No. 103. 
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17. The rates set forth in Appendix A attached hereto are 
fair and reasonable for the service to be rendered. 

l8. On November 13 ~ 1972 the' :Board of Supervisors of the 

County of Kern enacted Ordinance No. F-165, a franchise for a period 

of twenty years to construct and operate the wa.ter system. The 
franchise is of the standard type between water utilities and counties. 

19. Public convenience and 'O.ecessi.ty require that I...oug canyon. be 

granted a certificate of public couvenieuce and necessity to exercise 
the rights and ptiv11eges granted in the franchise conferred by 
Ordinance No. F-165. 
Conclusions of Law 

1. Long Co:o.you should be granted a certi.ficate of publ1.c 
convenience and necessity to construct and operate a public utility 
'Wa'l:er system as set forth iu the ensuing order. 

2. The certificate granted herein should be conditioned upon. 
Kern Valley Land constructing the water mains for the initial develop

ment of the system under a main extension agreement witb. Long Canyon.,. 
and~ thereaft~ donating and transferring said agreement to 
Long Canyon. 

3. The certificate granted herein should be conditioned upon 

Long Canyon deposi.ting in an interest bearing account an initial 
amount of $lO~OOO plus an additional $120 upon the initial sale or 
trausfer of any lot within Tract 3428~ as hereinafter pro9'1ded. 

4. Long Canyon should be authorized to charge the rates set 

forth in Appendix A. attached hereto. 
5. Long Canyon should be authori.zed to issue an. 8mOlmt not to 

exceed 400 shares of its $100 par value common stock as hereinafter 
provided. 

6. Long Canyon should be granted a certificate of public 
eonvenience and necessity to exercise the rights and privileges 
conferred by the fraueb:Lse :tssu.ed pursuant to Ordinance &;. T-16S. of 
the Board ()f Supervisors of the County of Kern. 
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ORDER. 
~-----

II IS ORDERED that: 

1. Within one hundred twenty days after the effective date of 

this order, long Canyon Water Company shall: 
a. En.ter int~, in writing, a contract with 

Kern Valley Land whicn provides that 
!<ern Valley Laud will construct the. mains 
for the initial development of the water 
system hereinafter authorized under a main 
extension agreement with Long Canyon and 
wUl, upon completion of said mains, donate 
and transfer them to Long Canyon. 

b. Obtain title to or easements for the land 
to be used for its operative plant and 
easett\etl.ts for its transmisSion and distri
bu.tion lines. Long cao.yon shall also 
obtain title to an easement or agreement, 
subject to the approval of the Commission, 
providing that Well No.2 'Wi.ll be available 
to Long cauyon as a standby source of water 
supply. 

Long Canyon shall transmit to the CommiSSion a copy of the aforesaid 
agreement and dOCUtlleUcs of t~tle or granting easements within ten 
days after the execution or receipt thereof. 

2. Within one hundred twenty days after the effective date of 
this order, Lo'C.3 canyon v1ater Company shall enter into a loss reim

bursement agreetc.ent with Kern Valley Land, in a form acceptable to 

the Coc:missiO'O., which requires the developer to pay to the utility 
and be deposited in a. separate interest-bearing account in a bank 

or savings and loan association in California an initial amount of 
$10,000, plus an additioo.al amount of $120 upon the initial sale or 
eransfcr of any lot within Tract No. 3428. Such fundS, together with 
interes~ thereon) shall be used only for paying the followinS costs 
of the utility, and only to the extent that water service revenues 
are less than expend.itl.n:es: 
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:1. Out-of-poc~..et (cash) e.xpec.scs properly 
chargeable to the below listed accounts 
in the Uniform System of Accounts for 
Class D Water Utilities prescribed by 
Decision No. 69950 dated Novetl3ber 16, 1965: 
Ac. 704, 
Ac. 726, 
P.e. 734, 
Ac. 735, 
Ac. 736, 
Ae. 507.1, 

Purcllased Water 
Power 
Operation and Maintenance - Employee Labor 
Operation and Maintenance - Y~eerials 
Ooeraeion and Maintenance - Contract Work 
Property Taxes 

b. ~lacement or l.mp:t"ovement of plant 
facilities of the water utility provide~ 
that such. ~ditu:res have first been 
au~horized by a letter £:rom the Seeretaxy 
of this Commissi.on • . 

c. .A ma:dmum of ten '!)erceut (10%) of the 
cumulative amount~paid fnto the fund, 
exclusive of disbursements therefrom 
shall be utilized to pay the above 
expenses in any single year. 

d. No amounts in this fund shall be disbursed 
t:o pay salaries or expense of O"'..rc.ers, 
officers, or members of owner's family. 

Upon the twentieth anniversary of the :tn1tial depoSit, any 

.amouo.t remaining in the loss reim.o1J:r:sement funa not utilized shall be 
refunded to the developer or paid to his designee. If, prior to the 

twentieth a:miversary of the in:i.tial cleposit, the utility is providing 
water service at :ates authorized here~ to not less than 400 active 
services, and is earning a reascc.able return on its· investment. either 
the utility or the developer may requese a leteer from the secretary 
of the Commission directing the utility to refund au.y unexpended 
bal~ee in the loss reimbursement fund =0 the developer or his 
des1~ee. For purposes of determi~~ tbe ~ of active services 
as re£exred to in this subparagraph, each oceupie-d :rental trailer 
space shall ~ eou.~idered to ~ an active service. 
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I..onz. C<!nyon shall provide the developer wi'th a ~ta.tement 

not later than YJa.rch 31 of each. yea:r~ detaUi.ng. .the purpose,. descrip

tion,. and amouc.t of all additions to and withdrswals from the fund 
duxi.:lg t:he prior calendar year, and tJJ.e balance in the fmld ~t the 
close of the year. 'l';..To copies of tb!.s statement shall concurrently 

be filed Wita. the Commission.,. attention of the Fiuance and Accounts 
Division. Two copies of eb.e loss reimbursement agreement shell 'be 

filed With the Cotcmission withi:c. ten days after the execution thereof. 

3. vfaen full compliance has been made with paragraphs 1 <md 2 

of this order,. a certificate of public convenience and necessity is 

granted to !.one Canyon Water Company, a California corporation,. 
authoriziD,z the company to construct and operate a water system in 

'!ract No. 3428 located near the southeast corner of Lake Isabella, 

Kern County,. as shown ou the map in the application marked Exhibit D. 

,4. Applicant is autilorized to f:Ue~ after the effective date 
of t:his eertificate provided for in paragraph 3 of this order, a 
schedule of rates set forth in Appendix A to this order,. a tariff 

serviee area map~ iudiea~ing the bot'Z.'tldaries of the eertificated area, 
appropriate general rules, aud copies of prineed forms to be used in 
dealing with customers. Such filing shall comply wieh General Order 
No. 96-A and the tatiff schC<1ules SMll become effective ou the fourth 
day after the day of filinz. 

5. Coalpliauce by applicant with. paragraph 4 of this order 
shall constitute aceeptauc:e by it of Qe rl.gh.t and obligatiOrL to 

fu:z:tU.sh public utility water sernce to Kern CoUXl.t:y> Tract No. 3428. 
The aut:horit:y granted herein shall expire unless the designated 

tariff sheets are filed witb1:o. one year after the effective date of 
the certificate provided for in paragraph. 3 of this order. 

6. vlithin ten days after the date se-n";.ce is f'!ze~ -rc:l.dc=ec 
to th~ public under the authori:y granted here~~ appliCAnt shall 
S~t ~t~en notice th~reof to thin Commi~sion. 
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7 .. Applicant saall prepare and keep cur.rent: the system map, 
required by p.a.rasrapa I.10.a. 0: General Order ~To-. 103. ';J:tthin 

thirty days after the water system is placed in operation under the 

authorlty gra:o.ted he:t'ein;) applicant shall file with the Comm!::;.sion 
two copies of the map. 

S. Applicant shAlll iu:::.tall a meter to measure the volume of 
water pumped from ~';e11 No.1. 

g. For tile year 1973;) applicant shall apply a depreciation 
rate of 3.0 percent to the original cost of the depreciable plant. 
Until rev1~s indicate ot:herwi~e;) applicant shall continue to use 
tbi c:. rate. Applicant: shall review its depreciation rates at 
int:ervaJ.;s--of five years or whenever a major change i:l depreciable 
plant occurs. P.ny revised depreciation rate shall be determined by: 
(1) Subtracting the estimated future net: salvage and the depreCiation 
reserve from the original cost of plant; (2) dividi.ng the result by 
the estimated rema';ning life of the plaut; and (3) dividing the 
quotient by tile original cost of the plant. Results of each review 
shall be subm:Ltted. promptly to the Commi.c:sion ... 
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10. When coatpliatlce bas been made with paragraphs 1 and 2 of 

this order, a c~icate of public convenience and necessity is 
granted to I.oo.g Cauyou Water Company to exercise the rights and 
privileges of the franchise issued pursuant to Ord:£.nauce No. T-165 
of the Board of Supervisors of the Comlty of Kern. 

11. When compliance has been made with paragraphs 1 and 2 of 

this order, I.onz canyon Water Company may issue. to George M. Prince, Sr. 
no more than 400 shal:es of its $100 par value common stock. The 

authority to issue said stoc!~ will become effective when Long Canyon 
Water Cotnpauy pays to the Commission the fee of $80 prescribed by 
Section 1904.1 of the PUblic Utilities Code. 

The effective date of this orcIer shall be twenty days after 
the date hereof. 

Su.~ Dated at , California,. this ----------------------
day of __ ......... £ ..... Ea..t.:Oel.Ufl~A~lRY~_, 1973. 



A. 5334J. -:k 

TERRITORY 

APPENDIX A 
Page 1 e! 2 

Sccoe.t:.lo No. 1 

.' e,,· 

Tra.t:t ~o. :342S~ loeat.cc. 5O'.!t~ of State Route 17S,. ~pp:-o~teq 
two (2) :::Iilcs west or th~ eo:::::u::ti.t7 of Wold,¢n. 

RATES -
Quantity Rates: 

F1.~t 700 cu.tt. or les~ •••••••••••••••• 
Next. 2,.000 cu.1't.~ per 100 eu.1't. • •••••••. 
Next. 5~OOO eu.!t.~ per 100 eu.rt.. • ...... .. 
Over 7 ~ 700 eu.tt.. ~ per 100 eu.!t. • •••••••• 

M:inirlum ChArge: 

For 5/S x 3/4-inch m~r 
For 3/4-inch meter 

...•....••....•.••. 

...••.•..•.•...•••• 
For l-inch m~r 
For li---ineh meter 

•..•.••.. ~ ..•..•..• 
..••...•.•..••.•... 

For 2-inch meter .....•......•.••..• 

l'h¢ Min:izlr.J:n. Charge \dll entitle the CU5tomer 
to the quantitY' of water which tr..a.t mi:c:i:m:m 
ehA.rg'! ~ll pxr-cllA..~ At t.h ... QIl.."\ntj.ty Ra.tC:J. 

Per Mater 
Per M.omth· 

$ 6.00 
.50 
.~ 
.37 

$- 6.00 
7.50 

12.00 
20.00 
30.00 
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APPUCABnITY 

APPENDIX A 
Page Z of 2 

Sehed~e No.. 2..~ 

RESIDENTIAL FLAT RATE SERVICE 
--~~= 

Applicable to all residential water :5ervice furnished on a nat 
ra.te bMis .. 

TER..1UTORY 

Tract No .. 3428, located eoutn or State Route l78" approxim.:l.tcly' 
two (2) mil~ west or the community or Welden. 

RATES 

Y"r a single-t'a::n:Uy ~sidential 'lmit, 
including ~es not ex~ed!ng 
12,,000 0Clua.rG teet in. area ......... .......... . 
(a) For each additional :lingle-tamily 

unit on the s.a:me premise and :Jerved 
from the same sorvice connection •••••• 

(b) For each 100 square teet o! premises 
in cxce~ or 12,,000 ~ teet ....... . 

SPECIAL CONDITIONS 

Per Service Connection 
PerYea:r 

$72 .. 00 

52.00 

.70 

1. The above nat rate$ apply' to s~ee coXUleet.iOM not larger th.o. n 
l-inch in diameter. 

2. All 30rviee not covered by' the above classifications shall be 
1\irnish(l(!. only on a :n~ basis. 

3. For :service covered. by the above cla.::si!ics.tio:lZ1' 1.1" the utility 
or the ~tomer :so <91ects, a. meter sh3ll 00 ~ed and. service prcvided 
onder $ehedule- No. 1, M~' Serlic¢. 


