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Decision No. ·87000 -----------------
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the matter of the Application 
of the SOUTHEP~ CALIFORNIA WATER 
COMPANY'£or an order authorizing 
an i·nerease in water rates in its 
Pomona Valley District • 

Application No. 56181 
(Filed Ja:rru.a:ry 6, 1976) 

•• " .... ,".. ,_ ... 4 

Harold M.' MeSSOerhJr., Attorney at Law, 
lor Southern C i£ornia Water Company, 
applicant. , 

Norm King, City Manager, for City of Claremont, 
~nterested party. 

William J. Jennings, Attorney at Law, an,d 
Ernst G. Knolle, for the Commission staff. 

OPINION -.- ........ -._-• By this application Southern California Water Company 
(Company) requests authority to establish rates in its Pomona Valley 

District which are designed to increase annual revenue by $166,000 
or 12.00 percent over the revenues producod by the 6:thorized rate 
levels now in effect based on test year 1977 operations. In addition, 
Company requests step increases in rates of approximately S19?$OO, or 
1.3 percent in each of the test years 197$ and 1979. 

Public hearing was held before Examiner Gillanders in 
Claremont on November 17, 1976, and the matter was submitted upon 
receipt of late-filed Exhibit No. 21 on January 6, 1977. Copies of 
the application had been served and notice of hearing had been 
published and posted in accordance with this Commission·s Rules of 
Practice and Procedure. 

Oral testimony on behalf of Company was presented by two of 
its vice presidents and its manager of its Rate and Evaluation 
Department. The COmmission staff presentation was made by one 

." 
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.~ accountant and two engineers. 
~"., 

Ten custOQers attended the hearing. 
speaking on behalf of the Claremont The city manager of Claremont, 

City Council, outlined the two major concerns of the City - peak 
pricing and pumping surcharges in particular zones: The City·s 
position was further bolstered by the statement of Councilwoman 
Cohen. The president of The League of Women Voters of Claremont 
testified that The League was very interested in water conservation 
and the issue of conservation through pricing in order to conserve 
local water ~d in order not to use excess amounts of Colorado and/or 
state water. The teague supports the idea of peak pricing and of 
pumping surcharges. A member of the Claremont Water Task Force 
and of The League of Women Voters testified that she supported the 
City'S recommendations. The City Council asked that a commitment be 
given at this time to a specific time fra~ework, such as 12 months, 
for a concrete proposal on the above two concepts from the Company, 
which then would be evaluated by the Comoission in a fairly short 

• amount of time. Such cormn:'tment would be a sufficient action as far 
as the council was concerned and need not be tied directly to the 
approval of this matter. Company agreed ~o make the studies and 
file ~hem with the CommiSSion as part of the record in this proceeding. 
Staff counsel agreed to have such studies reviewed by the staft. I£ 
it appears that the studies require further action, the matter will 
be reopened. 
General Information 

Company, a California corporation organized under the laws 
of the S~ate of California on December 31, 1925, is a public utility 
rendering water service in various areas in the counties o£ Contra 
Cozta, Imperial, Los AnJeles, Orange, Sacramento, San Bernardino, and 
Ventura. It also renders elec~ric service in the vicinity of Big Bear 
lake in San Bernardino County. 
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'f# POIllOl'la Vallez District 

The Pomona Valley District service area includes the city 
of Claremont and portions of the citicc of Chino, Y~ntclair, Po~ona, 
and Upland and certain adjacent unincorporated territory in the 
counties of Los Angeles and San Bernardino. On December 31, 197~, 
Company served 7,$04 customers and, in addition, water service for 
public fire protection was provided by 766 fire hydrants.. Applicant 
supplies water to its customers through 637,406 feet of main in two 
distribution systems which are not inter-connected.. Applicant has 

water treatment, storage, bOoster pumps, and other auxiliary equipment 
at various locations in the district. The water supply is obtained 
from Company-owned wells, a well belonging to Pomona College, and five 
connections to two agencies of the Metropolitan Water District. 

As of December 31, 1974 the book cost of utility plant in 
the Pomona Valley District amounted to $5,297,200 with depreciation 
and amortization reserves of $1,368,900 or a net plant of $3,928,300. 

The baSic present rates for this District were set by 
DeciSion No. e)050 dated Juno 25, 1974 in Application No. 54064. The 
COmmiSSion 3uthorized a rate of return of 7.90 percent on rate base 
and 1Z.37 percent on common equity for the test year 1974. Step rates 
were also authorized to become effective July 1, 1975 and July 1, 1976. 
Since that deCiSion the COmmission has authorized the follOwing offset 
rate increases: 

Date 
Advice Resolution Rates 
tetter Ntlmoer Dateo. Effective 

445-W vJ-16l3 9-4-74 9-9-74 

456-w W-1709 4-8-75· 4-1:3-75 

4S2-W ~192S 5-13-76 7-1-76 

• -3-

Increased 
Exp~ZlSe 
Offset 

Offset increased power rates_ 
$32,867 
Offset increased purchased 
water~ power, labor, and 
ad valorem tax rates. 
$49,600 
Offset increased purchased 
'Water, power, labor .and 
ad valorem· tax rates • 
$7S,300 
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". Ra1:e ProEos.,ls 

Company proposes to increase the general ce~ered, limited 
metered, and private fire protection rates. Present and proposed 
rates are shown in Exhibit D attached to the application. 
Results of Ooeration 

W1tnesses for Company and the Commission staff have analyzed 
and estimated Company's operational results. 

At the hearing, Company stipulated to the staff results of 
operation shown in Exhibit 16. However, Company believes that for 
ratemaking purposes Exhibit 16 should be adjusted for later 
ir£ormation regarding certain costs (Exhibit 5). According to 
Company, on August 1, 1976 its costs for gas used for pumping were 
increased.. It expects a slight increase in its cost of purchased 
power. On December 25, 1976 Company started paying its employees an 
average of 6.$ percent more than they were being paid. As of 

October 1, 1976 Company began paying a 278 percent increase in its 
4Itr1iabilitY insurance. The effects of these increases are sho~ on the 

follOwing table: . 
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Operal1n& Revenles 

O~ratl~ Expenses 
Purc}nsN \Caler 
f\J.'lIP Tax 
ro.-er tor l\apll'16 
Cheillicab 
Labor - DiNCt. 
Co.-a.1I<."\(l CUst.. Acct.. Lebvr 
COQi~ Olst.. Acct.. S:JWltes 
COillf~~ Oal. Accl. l'vst.a,se 
CO!':O-:.un Out.. Accl. Ett" REnlu 
lTnN11e.:\lblu 
Adverlhlng 
otfice Slpplles 

• Injuries an) [la. ..... &es 
'i' PensIons anJ Benerit.s 

Re~Jlat.orr ~~lssion 
Rent. 
t'oepreclaUon a.~l A.1IOrli uUon 
FNrcrt.y T&Xe3 
PaJr.>ll Taxes 
St~e~ fr&~(hlse T~es 
Alloc&teJ General Orfice 
Other Ex,*ilSes 

SJbtot.d 

Slale Io.:OQe Tax 
ledtnl In.:ViI/e Tax ooror~ IN 
In-rest''l!t'nl• Ta.~ CteJH, 

?Ql U IJl.:~e Tax 

rotal Orer.lIng ~pen$es 
N'~\. Operalln& RevC'me 

Rate Sue 

Rate of Ret.'Jm 

~ 
S)l.JTHrn.Il CA.LlroR!nA VAl'l'R OOXPA."ff 

ro:t)!{' VAlLE! OISfiUCr 

F'uncUonll Suilfl.!I')' .of Earo11'l6-' an! Rates .or Rewrn 
CPUC start Repor~ A~J~s\eJ for Laler Inro~.!tlon 

(Dollars ~~ ThousanJs) 

"J: l~\ 

Exhibit. ~. 16 Effect. ot Ku,ibU, lb. 16 Ad,lusted tor Later IntonuUon 
Present. !Utes Proposed Rates UjoJ:st!'Uent. Present. Rates PNposed Rates 

Esl1.uted Year Esl1luled rur For Later Estl:uled Year EsUruled Yur 
1911 1211 lriConaat.lon 191'1 19n . 

$l,na.l $l,SS2.S $ $l,na.l $ltSS2.S 

300.5 )00.5 1.1 ))1.6 )01.6 

).1 J.l ).1 ).1 

)11.2 )11.2 )11.2 )11.2 

0.7 0.7 0.1 0.7 
lOS.!! 105.8 1.2 11).0 113.0 

SoS SoS 1.0 6.5 6.S 
2.1 2.1 0.2 2.) 2.) 

6.S 6.S 0.1 7.2 1.2 
2.7 2.1 0.) ).0 3.0 
1.S 1.S 1.S 1.S 
1.S 1.S 1.S 1.S 
4.0 4.0 4.0 4.0 
6.1 6.1 1.2 1).) 1).) 

1).1 1).1 1.S 1".6 1,..6 
1.2 1.2 1.2 1.2 

).) ).J ,.J ).) 

110.1 110.1 110.1 110.1 
125.tl 125.S 125.8 125.tl 

1.1 1.1 0.,. 1.S 1.S 
6.1 6.8 6.1 6.8 

3'1.) J].) 2.8 42.1 "2~1 
1;6.~ 46.S 46.S 46'i 

1,10).7 1 ,ltv .. \ 22.\ 1,126.1 1.126. 

10.1 25.S f2
•
OJ 

a.l 2).8 

Ita.s 121\06 9.8 )1.0 11,..8 

(210'}) (2'702) (21.2) (21.'i) 

n.o In.s :::li1.e) 19.2 U.).l 

1.1Y.'" 1,220,,# 1~.6 1.11.5.) 1,2)10$ 

2\).\ )25.6 (10.6) 2)2.a }15.0 

3.206.1 ),21)1.1 ,,2I.~.1 ).~.1 

1.S'I.( lO.15~ 1.26.( 9. 't3:l.t. 

(Red Fi6'ue) 

,.. 
• 
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Any rate of return determination necessarily requires the 
weighing of a number of economic int~~gibles which are difficult to 
m~asure by statistical comparisons. It devolves upon the judgment of 
the Commission, after weighing the evidence presented by all of the 
experts, to determine and set a fair and reasonable rate of return. 
(Pac. Tel .. & Tel. Co. (196S) 69 CPUC 53 .. ) It was the testimony of 
Company's expert in investment banking and utility finance that a 
9.73 percent rate of return on rate base or approximately 15 percent 
rate of return on common stock equity is needed to enable Company 'to 
sell its ~hares at a price ~ch would not be punitively dilu'tive to 

the present stockholders and destructive to the market for Company's . , 

common stock .. 
The staff's financial witness recommended a r~te of return 

of 9 .. 15 percent on rate base, or approximately 13.33 percent return 
on co~on stock equity. We have considered the arguments advanced 

"bY Company and sta£f and adopt as reasonable a rate of return of 
. 8.85 percent on rate base, or approximately 12.5 percent return on 

common stock eqUity. 
Company has requested step increases in rates averaging 

$19,800 or 1.3 percent in each or the test years 1978 ~~d 1979 in order 
to cover increases in rate base which it claics occur every year. 

Decision No .. 63050 dated June 25, 1974 in Application No. 54064-
was an order authorizing Company to increase rates for wat~r s~rvicc in 

its Pomona Valley Dist.riet,. Ordering Paragr~ph 2: stated. that on or 
• I, 

before April l, :'975 Compa."'lY should file ".tf.i. th the Co=ission an , 
earnings statement for ,the Pomona Valley Distri~t for 1974 normalized 
and adjusted to the rate levels a!lthori~ed therein' for 1974, together 
wi th an estima.te of earnings for 1975, under similar. normalized 
conditions and that on or before April 1, 1976, Company should file 
Similar nor.malized and estimated earnings statements for 1975 and 
1976. 
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By letter elated November 1S, 1976 in Application._No. 54064., 
Company· advised that it had by letter d'ated March 12, 1975 filed a, 
report on earnings of Pomona Valley District for 1974 adjusted, and 
by letter dated March l$, 1976 filed a similar report f~r 1975 
adjusted. Estimates for the year 1976 were filed with this 
application on January 6, 1976. These reports and estimates all 
contain rates of return substantially b~low the 7.9 percent found 
reasonable in Decision No. 83050 in Application No. 54060. 

We are convinced that it is not necessary to set rates in 
this proceeding that would automatically grant Company a rate 
increase. If' c1rcwnstances are such that Company believes it 
deserv~,s a further "increase, ~t can avail itself of the numerous 
options op~n to it. 

'. A rate of return of S.85 percent ap,lied to the stafr's 
test year 1977 rate base requires an increase of $108,600 over 
present rates. 

For purposes of setting rates, we will adopt the 1977 
estimated results of.op~ration shown in Exhibit 5. 
Service 

.... 
The record shows that there were six informal complain-es 

(all billings) to the Commission from the district during the year 
1975. Complaints on file in Company's office by ~ype$ are as follows: 

("\ 

... 

1975 Complaints to 

Billing 
Pressure 
Dirty Water 
Taste and Odor 

Total 

-7-

Compa..."lY 

232 
35 
7 

17 -29l 
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~ According ~o the $t~££, Cc:pany records indicate ~~at 
~ customer complaints received at its ,district office were quickly 

resolved. These complaints do not appear too excessive for a dis~rict 
of this size and service appears to be satisfactory. 
Conserva.tion 

Company started its conser/ation information program in 
1972, which consists of advertisements in the local paper in all 
districts. These appear about once a month, and th~J are highly 
specific. The advertisements provide the customers with definite 
education, for instance, on how to read a water meter, how to check 
for pipe leaks, and how to check the notorious wa~er thief, toilet 
tank leaking. 

In addition to the advertisements, the company provides 
bill inserts with the same intormation. It is well aware of what 
happens to most bill inserts that are i~cluded with utility bills, 
so it attempts to design those inserts to have a little gr~b. ~~e~ 

~ a customer opens the envelope 'he will see some ideas that might 
intrigue him to read further. If he does, he will find. the kind 

of information that is conducive to lowering water use and lowering 
wa~er bills. Much of the advertising and bill inserts have been 
related to the energy conservation idea of reduced water vol~es. 
The advertisements stress that i~ takes elect~c energy and sometimes 
gas energy to pump water and. to boost it, and t.hat any savin~ in 

'" water use automatically reduces the energy needs o£ the cocm~t)~ 
Tnis is the program that Company has followed in the past and intends 
to follow in the future. 

Company believes that its prograQhas result.ed in 
reduced water sales, whether looked at from a recorded basis or a", 

\ 

temperature and rainfall adjusted basis. Company plans t.o contin~e 

", 

its current program as it haz produced good results. Company haS" other 
pilot programs that it is working on now in preparation for the water 
conservation case. Company believes it has had an aggressive 

--
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~ conservation program and that the recor~ed results prove it. 
will cont~.nue that program, plus others as recocmended by the 
Commission. 

Company 

Rate Spread 

We have concluded that Company's increased revenue 
requirement, based on our adopted 1977 test year results of operation, 
is $10S,600. Company and staff do not agree on how the increase 
should be spread to consumers. 

Company has proposed a general metered service schedule 
with monthly service charges based on a cost-of-service study and 
inverted block rates. The staft recommends, in accordance with the 
lifeline principle, that there be no increase for SIS x 3/4-inch 
meters for the first 5~ cubic feet per month. By Decision No. 8670e 
dated December 7, 1976 in Application No. 56157 - COQpany's Or~~ge 
County District - we adopted the lifeline type of rate schedule. 

~ We will do so in this matter. 
.. Findin~s 

-.. ' 

1. Company is in need of addi~iona1 revenues, but the propos~d 
rates set forth in the application are excessive. 

2. The estimates, previously discussed herein, of operating 
expense and rate base for the test year 1977 reasonably indicate the 
results of Company's operations for the fu~ure and are adopted. 

3. A rate of return of e.$5 percent on the adopted rate base 
for the year 1977 will produce a return on common equity of 
approximately 12.5 percent. Such rate of return requires an increase 
in gross revenuer. of $10$,600 which amount is reasonable. 

4. The establishment of a lifeline form of rate is reasonable. 
5. The staff·s rate spread is reasonable and should be adopted. 
6. The increases in rates and charges authorized. herein are 

justified; the rates and charges authorized herein are reasonable; and 
the present ratez and charges, insofar as they differ from those 
prescribed herein, ~e for the future unjust and unreasonable. 

-9-
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The Commission concludes ~t the application should be 
~ granted to the extent set forth in the order which follows. 

ORDER ... --~--
IT IS ORDERED that after the effective date of this order, 

Southern California Water Company is authorized to file the revised 
rate schedules attached to this order as Appendix A, and concurrently 
to withdraw and cancel its presently effective sehedules. Such filing 
shall comply with General Order No. 96-A. The effective date of the 
revised schedule shall be four days after the date of ~~ling. The 
revised schedule shall apply only to service rendered C~ ~d af~r the 
effective date thereof. 

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

Dated at San FrJJlCisco , callfornio., this 21/1.;(. 
FEBRU'''l!''!AR-Y~---';;;~'''''''''-day of ________ , 1977. 

-10-

Comm1~~ioner W1111~ S~on:. jr •• be1ng 
noec::ar11y ab~en~. ~i4 not ~n~1c1pato 
in ~ho ~isposi~1o~ ot ~h1s ~rocoo4~ng. 



APPLICABnITY 

APPENDIX A 
Page 1 or 5 

Seheclule No. rl-l 

Pomona Vall~ District 

GENERAL METERED SERVICE 

Applieable to all metered wa.ter senice. 

TERRITORY 

The City ot Claremont., portions o~ the Cities or Chirlo, Montela1r, 
Pomono.,. Upland, and. adjaeent unincorporated territor.r in. r..os Angeles 
and. San Bernardino Counties. 

RATES 

Quantity Rates: 

First 500 eu.:t., per 100 cu.ft •••••••••••• 
~Jcr 500 eu.!t., per 100 ~.rt •••••••••••• 

Serviee Charge: 

For sis x 3!4-ineh meter ••••••••••••••••••• 
For 3!4-ineh meter ••••••••••••••••••• 
For l-ineh meter ••••••••••••••••••• 
For l-l/2-ineh meter ••••••••••••••••••• 
For 2-ineh meter ••••••••••••••••••• 
For 3-ineh meter ••••••••••••••••••• 
For 4-iceh meter ••••••••••• -••••••• 
For 6-ineb meter ••••••••••••••••••• 
For 8-inch meter ••••••••••••••••••• 
For lQ-inch meter ••••••••••••••••••• 

Per Meter 
Per lv'.cZlth --

$ 0.2S7 (C) 
0.284 (:r) 

$ 2.50 
2.75 
3·25 
5.00 
7.50 

lS.SO 
25.00 (I) 
SO·oo t 
85 .. 00 

120.00 (I) 

The Serviee Charge is a readine.ss-to-serve eh3rge 
o.pplieable to all metered. service and. to which ~ to be 
added the quantity charge cotttpUt.ed at the Quantity Rates. 

/ 
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APPLICABD..I'l'Y 

APPENDIX A 
Page 2 o! 5 

Schedule No. P"/-7i-iI. 

Pomona Va11gx ~~trict 

LIMITED METERED SERVICE 

Applicable to me~ered w3ter service to the City of Claremont. 
';! 

The City of Claremont, !..os Angeles County. 

RATES 

Qu:mtity Rate: 
Per Meter 
Per Month 

Per 100 cu.ft • ......... ~ .............•...... $ 0.2Z7 (I) 

Service Charge: 

For 5/8 x ,!4-inch meter ••••••••••••••••••• 
For 3!4-inch meter ••••••••••••••••••• 
For l-inch meter ••••••••••••••••••• 
For 1-1/2-inch meter ••••••••••••••••••• 
For 2-inch meter ••••••••••••••••••• 
For 3-inch meter ••••••••••••••••••• 
For ~inch meter •••••••••• : •••••••• 
For 6-inch meter ••••••••••••••••••• 
For 8-ineh meter ••••••••••••••••••• 
For 10-inch meter ••••••••••••••••••• 

The Service Charge i~ a readine3s-to-serve 
charge 3pplicable to all metered service 
and to which is to be added the ~nntity 

'. charge cOClpJ.ted at the Quantity Rate. 
" " 

( Continued) 

$ 2·50 
2.75 
3·25 
5.00 
7.50 

15·50 
25.00 
;0.00 
85 .. 00 

120.00. 

(I) 

f 
(I) 
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SPECIAL CONDITIONS 

~, 

APPENDIX A 
Page :3 ot 5 

Schedule No .. PV-7ML 

Pomon~ V311gy District 

LIMITED METERED SERVICE 
(Continued) 

1. All meter re3dings for munieipa.l department.s of the City of 
Claremont will be combined for the purpo5e of computing ~ single 
monthly bill. ' 

2.. During periods of high demand, ~ervice under this schedule 
applicable to ~~ipal park$ may ~ restricted to off-peak hou~. 

'" . 

'~ . .' . 

• J 

", 

" ~.- . 
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APPIDmIX A 
Page 4. of 5 

Schedule No. AJv-4, 

All Di5trictS 

PRIVA.TE PIRE ?ROTECT!ON SmV!CE -
" 

APPLICAB!.LITY 
~. I " 

, : Applicable '1'...0 :,,'1 w~tcr :;c~ce t"101.r'"..A3nc:c. to p...-ivately owned i"ire 
protection 3Y~tem3. 

TERRITORY' 

RATE -

Rate A - Applie~le within the Or3ngc County, Central BS:5in, and. (C) 
Pomcna Valle,y Districts_ I 

Rate 3 - Applicable within the .3o.rzt.ow, C..d.ver City,. S3n Cabriel (C) 
Valley, Simi ,yaney;, and Southwe~t Distriet.~. 

,Rate C,,- ApplicWle within the A.""den-COrciova, ~, Big Bear, C3l.1patria-' 
Nilazl.d., Desort, Ojai, Md S3ll Bernard.ino Vt\lley Districts. 

?er MO:'lth 
A B G 

For each inch of diameter 
of ~ervice cocnectioll ................................ . S2.25 $2~OO 

SPECIAL CONDITIONS 
,/' 

1. The fire protection service connection shall be in:5talled by the 
utility end. the cost paid oy the applicant. Such payment shall :cot 'be ' 
subject to re1\U'ld. ' 

(Continued) 

! , 

" 
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~'DIXA 
P3ge $ ot S 

Schedule No. AA-4. 

All Distrletz 

PR!lTATE ~ PRO':'l='....cnON SERVICE 

SPECIAL CONDITIONS--Contd. 

2. The minir.lum d.1aoeter to': firo protection service s~ be t<:Jl:.r 
inches, and the ma,xi;llUlD di.:3llleter sl-.Dll be Il¢t more than the di~etcr ot 
the main to which the service i~ connected. 

3. It D. distribution main ot D.d.equate :;ize to serve a private !ire 
protection system in addition to all other no~ ~ervice does not e~t 
in the street or alley adjD.cent to the premises to be ~erved, then 
D. service m~ from the ne3':est exi3ting main ot adeq~D.te capacity shOll be 
inst~ce by the utility and the cost p~d by the applicant. Such 
payment shall not be subject to re!'.;.nd. 

4. Service hereunder i3 for private tire protection syste~ to which 
no connections for other than tire protection ~-poses are 3llowcd and which 
are regularly wpected by the ul'l.derwriters haV--:...ng junsdictio:l, ore 
inztalled according to ,peci!ication3 ot the ~tility. ~ ~c ~~t31ned 
to the satiotaction of the utility. The utility m~ inStall the zt~ 
detector t~ 'meter approved by the Board. of Fire Utlde:writerz f~r 
protection. against theft, leak3ge, or "taste or water ~"ld the co:;.~ paid by 
the D.pplicant. Such payment shall not be subject to rotund. 

5. The utility ..... 'ill supply ol:l:r ~ch water at :n:.ch !'re:l31,:.re.·a:; mey be 
available from time to ti:lle ~ a result o! it, normal operation. of the 
sy'3tem. 


