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Dyke Water Company,;/ a corporation, by the above~
entitled applications filed July 5, 1955, and July 26, 1955, re~
spectively, seeks certificates of public convenience and necessity
to extend, construct, and operatc its public utility water systom
in unincorporated territory in southwestern Orange County in the
areas dellineated on the maps, Exhibit No. 1, attached to each appli-
cation. The areas appllied for comprise approximately 80 square
miles, include the specific Tracts (Infra), covered by Dyke's
Application No. 37042, and include most of the areas covered by
Applications Nos., 36592, 37172, and 37491 (infra).

Hearings

Public hearings on these matters were held bhefore
Comxissioner Justus F. Craemer and Examiner Stewart C. Warner on-
September 28, 29 and 30, 1955, and before Exnminer Warper on
October 18, 19, 20 and 21, November 1%, 15, 16, 17 and 18, and
December 5, 6, 7 and 8, 1955, at Santa Ana. The matters were
consolidated for hearing with Applications Nos. 36592 and 37096
of Pacific Water Co., 2/ 37042 of Dyke, 37167 of Park lane Water
Company and Southern Californila Water Company,a/ 37172 of Southern
¥ 39u0%

California Water Company,= of Lakewood Water and Power
and Case No. 5666 of Orange CountyZ/ and Orange County

&/

Company,

Herelnafter referred to as Dyke, or applicant.

2/ Herelnafter referred to as Pacific.

Horetofore granted by Decision No. 52834, dated March 27, 1956.
Herelnafter referred to as Southern California.

Flled November 16, 1955.

Heorelnafter referred to as Lakewood.

Hereinafter referred to as the County.

RigRekeie
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Waterworks District No. 3 vs Dyke. Lakewood made its affirmative
showing as to its application, and its protest to its instant
captioned applications wés heard. The matters were submitted on
the last-named hearing date. Lakewood's application was continued
to 2 date to be sect. The two captioned matters are now ready for
decision.

The record contains 1,815 pages of testimony and
120 exhibits.
Protests

Pacific, Southern California, and Lakewood protested the
portions of Dyke's applications for certificates which overlap
their applications; a group of landowners protested the inclusion
of their properties within any area sought to be certificated; a
group of applicant's consumers representing Mountain View Terrace
Community Assoclation filed & petition of 1,000 names protesting,
and an individual consumer protested, against the recommendation
testified to by the chairman of the County Board of Supervisors
which requested thet the Commission require all public utility
wator companles operating in this portion of the County to install
moters on all consumers' premises for conservation purposes; the

County protested any portion of the applicatlions within the

boundaries of Orange County Waterworks Districts Nos. 3 or 5;§/

and Ideal Petroleum Company, snd Rancho Water Company;a/ public
utility water companies under the jurisdiction of the Commission

serving comperatively small arcas inslde the proposed areas,

8/ Hereinafter referred to as District No. 3, or District No. 5,
or the Districts.

9/ Rancho filed Application No. 37579, dated December 15, 1955,
too late for consolldation herein. Saild application seeks
authority to extend Rancho's water system into an area west
of its presently certificated area and within Dyke's proposed
area In Application No. 37161l. Rancho also filed Application
No, 38238, dated July 11, 1956, for authority to sell its

water system to Southern California. Both applications are
pending.

-3




A. 37097, 37161 - MW

protested the applications in so far as they, respectively, con-
flicted with their present certificated areas.

The rival applicants protested the applications on the
grounds that they were themselves ready, willing and able to serve
larger areas than they were presently serving. Each protested the
"checkerboard" public utility water system growth in this portion
of the County which has resulted in the creation of numerous 1So-
lated or so-called "island" water systems in separate tracts, some-
times adjacent or contiguous to operations of other public utility
water companies, all leading to consumer confuslon, disparity in

rates and types of services, and inefficient and uneconomic opera=-
tions.

Paclfic objected to the "chiseling" methods employed not
only by 1tself but by its rivals where, in efforts to obtain water

service contracts, subdividers approached first ome utility, then

another, attempting to reduce the bid or estimste on the costs in-
volved, resulting in one or more utilities underbldding another,
not so much to render public service but, rather, to extend and
enlarge, and protect their own operations against the encroachment
of others.

Lakewood in 1ts protest and its application contended that,
although 1ts main service area was in the City of Lakewood in
Los Angeles County, across the Rio Eondo channel of the Los Angeles
River, 1ts water system facilitles could and would be extended to
furnish any water service required by future public coavenience and
necessity in southwestern Orange County.

The group of consumers who protested the installation of

meters stated they had not noticed any wastage of water in thelir
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areas, and felt that conservatlon of water supplies could be ef-
fected through community cooperation. They felt that the estab-
lishment of meters, with the comsequent rise in monthly water bills,
would constliute a hardship upon them. They testified that many
consumers had purchased large-sized lots, and had installed swim-
ming pools, gardens, and frult trees with the understanding that
unlimited water supplies would be availadble to them for domestic
purposes at a nominal flat rate. Thelr petition, Exhibit No. 119,
reflectod thelr views.
ara mat

Dyke was granted a certificate of pudblic convenlence and
necessity by Decislon No. 46758, dated February 13, 1952, in
Application No. 3263%, to acquire, construct and operate a public
utlllity water system in Tract Ne. 1345 to serve 13 consumers. By
five subsequent decislons in 1952, 1953, 1954 and 1655, applicant

was granted certificates of public convenience and necessity %o

1
extend its water system into greatly enlerged areas."g/

Ca a a a a a
Applicant’s capital stock outstanding as of August 31,

1955, consisted of 80 shares of common stock owned by members of
the Lansdale family of which L. D. Lansdale, Jr., was applicant's
president, L. D. Lansdale, vice president, William XM, Lansdale,
vice presldent, and Arlyne Lansdale, secretary-treasurer and
attorney. Sald officers comprlse the board of directors. Gross
revenues Ifor the year ended that date were $149,399, and fixed
capltal was $1,939,419.
10/ Decision No. 47058, dated April 29, 1952, in Application

No. 33183; Decision No. 49393, dated Octoder 1, 1953, in Appli-

cation No. 34694; Decilsion No. 50041, dated May 11, 1954, in

Application No. 35205; Decision No. 50339, dated July 27, 1954,

in Application No, 35205; Decision No. 51352, dated April 19,
1955, in Application No. 35833.

-5
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On November 1, 195%, Dyman Corporation, a vendor of water

system construction materials, with officers and directors identi-
ecal to applicant's, acquired applicant's stock of construction

materlals and since that date has been responsible for all con-
struction work on water systems in new tracts by applicant, elther
by company forces of Dyman Corporation or by other contractors.
Applicant neither applied for nor obtained any order of the Com~
nission authorizing the sale or disposition of such stock of con-
struction materials, as required by Section 891 of the Publlc
Utilities Code. Such transfer, we find, was unlawful and void.

The record discloses a complicated family control and
corporate interrelationship between applicant, Dyman Corpeorastion,
aeabers of the Lansdale family, Judy Corporation, and possibly
other family affiliates. Ownership of water system propertles Iin-
cluding wells, well sites, pumping equipment, and interconnecting
pipelines is disclosed in the record to be intermingled wlth appli-
c¢ant and members of the lansdale family. In many lnstances 1t 1s
guestionable whether aopplicant has title to many of the items of
water fixed capital claimed by it.
Des e P Areas

Generally speaking, Dyke's proposed areas are bounded on
the north and northeast by the Santa Ana Freeway, on the east by
the Santa Ana River, on the south by Garfield Avenue, and on the
west by Bolsa Chica Road and Leos Alamitos Boulevard.

The map, Exhibit No, 23, purports to show Dyke's certifl-
cated areas In solld red; tracts or territory in which Dyke was
furnishing water service as of June 30, 1955, contiguous and non-

contiguous to its cexrtificated areas, In red crosshatching; and

=G
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the boundaries of the area requested to be certificated by its
instant captioned applications by & red line.

the Area

The evidence shows, and the Commission takes judicial
notice of, the unprecedented growtnll/ of the areas covered not
only by the instant applications but by the applications of
Pacific, Southern Califérnia, and Lakewood (supra),LZ/ together
with the monifold prodlems arising therefrom. Subdivisions have
veen and are being developed in areas formerly devoted to citrus
orchards and to farm and dairy lands, and the character of the
areas 1s rapildly changing from agriculture to residential and com-
merclal suburban. Much of the proposed areas is suitable for and
is being developed as subdlivisions for homesites. However, a sub-
stantial portion of the southwest section is subJect to lowland
conditions, and is being reserved by landdwners for oil well drill-
ing possidilities, and for agricultural purposes. It 1s, neverthe-
less, manifest from the record that all of the areas hereinafter
ordered to be certificated to applicant now, or within the near

future, will need water service.

Exhidit No. 110, a Commission staff accounting and

engineering report of applicantts operatlons, shows that the

i1/ Exhidbit No. 120 is a Monthly Summary of Business Conditions
in Southern California for November 1955, published by the
Security-First National Bank of Los dngeles, It shows that
Orange County was exceeded in growth of bullding permit
activity for new dwelling units in the first six months of
1955 by only eleven states of the Union.

The total area covered by these applications is in excess of
100 square miles.
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presently certificated areas and the areas requested for certifi-
catlon comprised approximately 192 subdivisions as of August 31,
1955. The subdivisions in the areas proposed in the instant ap~
plications involve approximately 36 tracts in which 3,300 service
connections had been installed and Iin which water service was

being furnished to approximately 1,660 active consumers as of that
date.

Applicant's growth has been incited and spurred by the
spectacular subdivision development of the areas. Applicant has
abetted this development by extending 1ts water systems to sub-
divisions in which the Lansdale family weas pecuniarily or con-
tractually Iinterested, or both.

Operat S a N e of Cons s

As of August 31, 1955, applicant had 13 employees; its
water system comprised some 91 wells, an extensive system of 8-,
6=, and Y-inch pipelines of standard materials; two S-million-

gallon reservolrs near Kaotellz and Brookhurst Avenues; pumps,

booster stations, an office-field radilo communication system for

contacting service and maintenance crews; and a headquarters
office located at 11065 Penn Avenue, Garden Grove., As of that
date, applicant was furnishing water service to 5,930 consumers
and had installed a total of approximately 13,800 service con-
nections throughout its water system. All consumers, oxcept some
50 in number, were served on a flat rate basis.

The record shows that applicant's water service opera-

ting record has been, for the most part, satlsfactory.
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A at s

Dyke contended that there had been created and there
existed an immediate demand for domestic water service throughout
all of the areas requested; that applicant was conducting engl-
neering studles to interconnect its varlous water systems; that
in the area north of Garden Grove (Application No. 37097) the total
expenditure to extend applicant's water system would approximate
$500,000, of which approximatoly $50,000 had been expended as of
the date of the application; and that in the area south of Garden
Grove (Application No. 37161) approximately $400,000 would be
expended to extend applicant's water system, of which approximately
$60,000 had been expended as of the date of the application.

Applicant proposed to apply its presently filed rates
for water service to the areas requested, ond alleged that it would
extend service to subdividers in accordance with 1ts duly estab-
1ished rules and regulations, and in full compliance with the

Commission’s jurisdictional and regulatory authority in such

matters.

hdvances for Construction, Doficit, Equlty,
Assets and Liadbilities as of August 31, 1999

The record shows that as of August 31, 1955, the re-

corded balance in the 2dvances for construction account was equal
to approximetely 86 percent of the recorded depreciated investment
in utility plant; the recorded deficit of {8,285 exceeded the
stated value of the issued common stock of $8,000, and applicant
had no equity investment on that date. Applicant's current

assets, including $2,408 in cash, amounted to $40,825; current
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liabilities amounted to $175,865; long-term debt was $ok,237;

reserve for depreclation was $30,083; advances for construction

were 31,645,348,

Contracts with Subdividers and
Yariavions Lrom Main Extension Rule

Exhibit No. 98 is u group of approximately 80 contracts

with subdividers which applicant claims to have executed for water

main extensions throughout the areas requested to be certificated.

Sald contracts in most instances were not in conformance with ap-
plicant's rules for maln extensions to subdivisions, as sald rulaes
were on file with the Commission prior to November 17, 195%, nelther
were they in conformance with the new rules required by Declsion
No. 50580.13/ After repeated notification by the Commission, ap=
plicant flled its new main extension rule under said declslon on
August 11, 1955, and it became effective August 15, 1955. Only
five of the extenslon rule contracts reviewed by the staff were
made since the new rule was flled. The varletlons from the filed
main extension rule are summarized on pages 28 and 29 of Exhibit
No. 110, and are too numerous to recite in this opinion. It is
evident that applicant has negotiated and executed contracts with
subdividers to sult 1ts own competitive interests and 1ts expansion
ambitions, and it 1s clear that applicant has disregarded 1ts
obligations under said rules and its responsibilities as a public
utility subject to regulation by this Commission, and has delib-

erately flouted the Commission's authority and orders.

33 Issued September 28, 195%, requiring the filing of new rules
by November 17, 195% (53 Gal. P.U.C. 490).
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Accounting Procedures

The record shows that applicant's accounting procedures
have not been in accordance with the Uniform System of Accounts
for Water Utllities as prescribed by the Commission. No property
ledgers exlsted, no work order system was utilized, and meterials
and supplies inventory control was found by staff accountants to
be lnadequate. For these reasons, primarily, the facts concerning
applicant's utility plant were not readily ascertainadble by the
staff. Inadequacy of inventory control and work in progress records
resulted in the apparent recording of some utility plant at values
other than cost, as prescribed. Some distributlon systems had been

transferred to Dyke but were not recorded on 1ts books at

August 31, 1995. As of that date the cost of materials and

supplies delivered by Dyman Corporation to the water company since
January 1, 1995, remained uncapitalized. Utility plant included
no direct overhead costs. The record disclosed many other account-
ing omissions and improper and Incorrect commissions.
M tan Wa S Wat

The record shows that applicant has heen negotiating for
more than a year with the Metropolitan Water District of Southern
California for three connectlions wilth sald Dlstrict's feeders
traversing southwestern Orange'County, north and south on Harbor
Boulevard, and on Huntington Beach Boulevard (State Highway
No. 39)=Stanton and Dale Avenues, to supplement 1ts own well
sources of water supply. Water from the Metropolitan Water
Distriet will cost between $21 and $23 per acre foot, is untreated,

and 1s deliverable and must be taken on o 24-hour basis.
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Landownors! Petitions for Fxelusion of Tholr Lands
Exhibits Nos. 12, 12-4, 13, 13-A, 59, and 59-A, are the
petitions ornlandowners requesting that specifically describved

londs be excluded from Dyke's certificated service areas.
Count anchise O

Exhidit No. 40 is a copy of Ordinance No. 765 of Orange
County dated September 27, 1955, granting Dyke a franchise in the
public streets and highways in all unincorporated territory of the
County, except streets or highways within the boundariles of any
Orange County Waterworks Districts as they existed on the effective
date of the ordinance granting the franchise.

Tracts Covered by Application No. 370W2

Applicant filed Application No. 37042 on June 15, 1955,
and amended 1t on September 2, 1955. As amended, the application
sought the certification of Tracts Nos. 2182, 2428, 2429, 2179,
2612, Tracts Nos. 2146, 2191 (subdivided into Tracts Nos. 2463,
2464 and 2465), and Tracts Nos. 2097 and 2433. All of said tracts
are also included in the areas sought to be certificated dy the
instant captlioned applications.

As to Tracts Nos. 2182, 2%28, 2429, 2179 and 2612, County
of Orange and Orange County Waterworks District No. 3, (each a bodf
politic), (supra), filed its complaint with tﬁe Commission on
July 28, 1955, (Case No. 5666), alleglng that applicant had vio-
lated the Commission's order in Decision No. 50041, dated May 11,

1954, in Application No. 35205, by extending its water system into

sald tracts, subsequent to the date of said decision, without first

having secured approval therefor from the Commission.
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In the order concurrently made herewith by the Commission
in Applicatlon No. 37042 apd Case No. 5666 (consolidated) the Com-
mission has determined the issues in Case No. 5666, with respect
to Tracts Nos. 2428, 2429, 2179 and 2612, and has consolidated its
declsion in relation to Tracts Nos. 2182, 2146, 2191 (subdivided
into Tracts Nos. 2463, 246k and 2465), and Tracts Nos. 2097 and
2433 with 1ts declsion issued in the instant captioned applications.
Tra 218 |

As is noted in the decision in Application No. 37042 and
Case No. 5666 (consolidated), the record showed that this tract
was partly within and partly without the boundarles of the District
as they existed on May 11, 195%; that said tract is contiguous to
Tract No. 1861 on the southeast thereof, authority to serve which
was granted to applicant by Decilsion No. S0C4L (supra); and that
it would not be practicable nor reasonable to split up the tract
for water service purposes, nor would it be in the public interest
to do so, despite the fact that the extension into the District's
territory washin violation of the Commission's order. In its
decision in Application No. 37042 and Case No. 5666 the Commission
has ordered that the complaint in Case No. 5666 be dismissed as %o
Tract No. 2182; and inasmuch as 1t is a part of the area covered
by the Iinstant captioned applications its status will.%e determined
hereinafter.

Tract No, 2146
This tract 1s contiguous to Tract No. 1861 (supra) on

the east thereof and is a part of the area covered by this

declision.
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Tract No. 2191? Sgp%évgged to
Ipngts Nos, 2463, 2 and 2
Thils tract and 1its subdivisions contain or will contain

304 lots when fully subdivided. Exhibits Nos. 33 and 3% are

contracts made by gpplicant dated, respectlvely, February 10, 1955,
and July 28, 1955, with Royal Crest Homes, a limited partnership,
for water system lnstallations to serve the initial 108 lots in
Tracts Nos. 2191 and 2463, and the water system has been imstalled
by applicant. The location of Tracts Nos. 2191, 2463, 2464 and
2465 1s shown on the mep, Exhibit No. 23, and they are contiguous
1o an area heretofore certificated to Pacific which, in Application
No. 36592, seeks a certificate to serve an area including these
tracts. They are not contiguous to any tracts herétofore certifi-
cated to applicant.nor contiguous to any areas contiguous to such
certificated areas. Applicant neither appllied for nor receilved any
authority from the Commission to construct and extend lts water
system into said tracts, as required by Sectlon 1001 of the Public
Utllities Code. The tracts are outside Dyke's spheres of opera-
tions as outlined hereinafter.
Iragt No, 2097

This tract, containing 87 lots snd in which the water
system Iinstallatlion was about 75 percent completed as of the date
of the hearings, is located on the north side of Trask Avenue and
is bounded on the west by Roxey Drive. It lies directly between
two service areas of Pacifiec as shown on the map, Exhibit No, 23.
It 1s not contiguous to any of Dyke's presently certifiéated area

or areas contiguous thereto. It does not lie within Dyke's spheres

~1h
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of operations as outlined hereinafter, and is included in the area
deseribed in Application No. 36992 (supra). No authority to con-

struet or extend applicant’s system into said tract was‘sought or

recelved.

Tract No, 2433

This tract, containing 102 lots, is contiguous to Tract
No. 1626 on the south thereof, and 1ts location is shown on the
map, Exhibit No. 23. A certificate of public convenience and new-
cessity to serve Tract No. 1626 was granted to Dyke by Declsion
No. 50041 (supra). This tract is a part of the area covered by

this declsion.

Findings a Co usions

Consideration of the evlidence received 1in the hearings

on the ceonsollidated record as to the applications hercinbefore
referred to demonstrates that the competitive practices of public
utlility water companies, the authorized and the unauthorized
extensions, and operations of water systems in southwestern Orange
County as of June 30, 1955, have resulted in the following con-
ditions:

(1) Dyke was furnishing water service in at least 2 systoms;

(2) Pacific was furnishing water service in 9 systems;

(3) Southern California was furnishing water service in
L4 systems;

(%)  Ideal Petroleum Company and Rancho Water Company, public
utility water companies, were each operating a systems;

(5) Orange County Waterworks Districts Nos. 3 and § were
each operating a system; and

(6) Lakewood was not operating, but now has an application
pending (supra).
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Unhealthy, uneconomic and lmproper competition existed
and exists between public utility water companies; wnauthorized
extensions have been and are beilng made; extenslons of existing
operations were not established and are not being astablished in
an orderly manner nor in the normal spheres of operations of the
respectlive applicants and protestants; a varlety of types of
services and operations existed and now exists; and the respectivg.
consumers were and are belng charged various levels of rates. There
is no question but thst uncontrolled competition for subdivision
centracts for water system installations among public utility water
companies, and the resultant variety of installations, services and
rates, are contrary to the public interest and must cease,.

It 1s the fundamental responsidility of the Commission to
bring about a correction of the present conditions which are mani-

festly adverse to the public lnterest, and to establish stabillty

of water system installations and operations in the general area

under consideration. If the present activities of the utilities
subject to regulation are not now checked by the Commission, the
anticipated further increases in population will exaggerate the
varieties of serviees, operatlions and rates, and uncontrolled
uneconomic competition will continue adversely to the public
intarest.

The Commission finds, concludés ard declares that & state
of emergency adverse to the public interest oxists in the public
utility water company practices and operations In southwestern
Orange County. The order whick follows is designed to meet this

emergency and to correct the existing intolerable conditions.
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The Commission takes judicial notice of the creation,
existence and operation of tho Metropollitan Water District of

Southern California, Lts contract rights with the Government of

the Unlted States for the use of the waters of the Colorado River,

and the exlstence of its moin transmission line commonly known as
the "Colorade River Aqueduct," extensions of which are laid in the
areas of Orange County under consideration. The Commission likewise
takes notlce of the semi-arid character of the areas wnder consider-
atlon, and of the fact that their ground water supplies are beling
zined and seriously depleted because of the uwnprecedented population
growth and attendant use of water. This Commission accepts the
predicate that water from the Colorado Rlver, supplied through the
zedium of the Metropolitan Water District, and the known proposed
development of other supplies, will meet the water needs of the
areas under consideration for the foreseecadle future. The record
shows that each of the applicants has applied for and can obtein

1%5 needed water from the Metropolitan Water District. Due to the
relatively high basic costs and special conditions of delivery of
water from the Metropolitan Water District, loglcal spheres of
operations in more or less comcentrated and large areas in south-
western Orange County are prerequisites to the oconomic utilization
of such water.

The Commission hes carefully considered the exaet loca-
tions and characters of the present operating water systems of each
applicant in 1its respective certificated areas, together with areas
contiguous thereto in which it was furnishing water service as of
June 30, 1959, and also areas contiguous to such contigucus areas

in which it was furnishing weter service as of thet date. The
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Commission has considered the locations and characters of the

operations of each applicant and protestant in connection with

which certificates of public convenience and necessity have been

granted, and in connoction with which and to the extent identifl-
abdble, no certificate of public convenience and necessity has been
granted. In addition, the Commission has considered the boundaries
of Orange County Waterworks Districts Nos. 3 and 5 as they existed
on June 30, 1955, the boundaries of the presently certificated
areas of Ideal Petroloum Compiny and Rancho Water Company, the
known boundarles of government military reservations, and the lands
which have been requested to be excluded. The Commission has also
considered the operating record of each applicant, its menagement
practices and 1ts financlal capabilitlies.

ALl other matters being equal, an existing utility
should have the first right to the normal extension of 1ts service
as the public convenlence and necessity requires and as contem=
plated by Section 1001 of the Public Utilities Code.

To those ends, and in the light of the existing emergency,
respective spheres of operastlions of the public utility water
companies involved in these consolidated proceedings will be
ereated in the orders belng Lssued by the Commission in the appli-
catlions before us. ZEach utility will be limited and restricted to
its respective spheres of operations, subject to certain exceptions.

The Commission finds and concludes that the boundaries
of the respective spheres of operations of the applicants shall be
delinited as follows:

(1) The spheres of operations of Dyke Water Company shall

consist generally of the area located north of Garden Grova
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Boulevard to the limits of the Cities of Buena Park and Anaheim,
and east of Dale Street to Lewis Street including Tracts Nos. 1425,
2519 and 2419 south of Garden Grove Boulevard, west of Lewls
Street; and an area south of Garden Grove Boulevard to Bolsa Avenus,
cast of Bolsa Chica Road to Hoover Street; and an area north of
Westminster Avenue to Trask Avenue between Wright and Verano
Streets including Tract No. 2010; except there are excluded there-
from all operations of other water utilities lawfully operating
within said boundaries, lands not heretofore or hercin certificated
within the boundarics of Orange County Waterworks Districts Nos.

3 and 5, and lands specifically requested by landowners to be

excluded (Appendix B attached hereto). The Commission finds and

concludes that the arcas above referred to arc the logical,

economic and geographical spheres of operations within which Dyke
Water Company shall operate.

(2) The spheres of operations of Pacific \ater Co. shall
consist of the area south of Garden Grove Boulevard to Smeltzer
Avenue and cast of Verano Strect te the Santa Ana River; and an
area south of Garden Grove Boulevard to Hazard Avenue cast of
Cedarwood/Arizona approximately to Bushard Street; and its Colonia
Juarez system; except therce arc excluded therofrom all operations
of other water utilities lawfully operating within said boundarics,
lands not heretofore or hercin certificated within the boundaries
of Orange County Waterworks Districts Nos. 3 ond 5, and lands
specifically requested by landowners to be oxcluded (Appendix B
attached hereto). The Commission finds and coneludes that the
areas above referred to are the logical, economic and geographical
spheres of operations within which Pacific Water Co. shall operate

in southwestern Orange County.
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(3) The spheres of operations of Southorn California Water
Company shall consist of the City of Huntington Beach and 1ts
environs; and an area bounded by Garden‘Grove Boulaevard on the
south to Crescent Avenue on the north, Dale Street on the east to
the Orange County-Los dngeles County dividing line on the west
(execluding the United States Naval Reserve Air Base); except there
are excluded therefrom all operations of other water utilities law-
fully operating within said boundaries, lands within the boundaries
of Orange County Waterworks Districts Nos. 3 and 5, and lands spe-

cifically requested by landowners to be excluded (Appendix B

attached hereto). The Commission finds and concludes that the areas

above referred to are the logical, cconcmic and goographical spheres
of operations within which Southern California Wator Company shall
operate in southwestern Orange County.

As noted hereinbefore, the Commission has considered the
factors and elements justifying the ostadlishment of the respective
spheres of operations of Dyke, Pacific, and of Southern California.
The Commission has noted that in each of sald spheres of operstions
there are one or more lsolated or "island" water systems being law-
fully operated by one or more of the other applicants and protes—
tants Iin these consolidated proceedings. Such lawful operations
are the result of the issuance in the past by the Commission of
certificates of public convenience and necessity. 1In the establish-
ment of the respeective spheres of operations, the Commission has
excepted therefrom all operations of other water utilities lawfully
operating within the boundaries thereof. In furtherance of the
pollcy hereinbefore expressed in the establishment of spheres of

operatlons, the Commission urges upon and recommends to each of the
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water utilities involved in these consolidated proceedings, that

1t voluntarily negotiate and deal with the respective water utility
certificated by the order which follows within a specific sphere

of operstions for the sale and purchsse of such "island" water
systems. This will permit and facilitate the establishment and
maintenance of one homogeneous and economlec water system in each

of the spheres of operations hereinbefore created. The Commission
invites applications seeking authority for such sales and purqhéses.

The Commission is greatly concerned with Dyke's violatlon
of Commission orders, its unauthorized extensions and contracts;
its lmproper, incorrect and incomplete accounting records, and 1ts
incdecuate fincneinl condition which is hereby found to be insufficient
to support its present and future operations. Despite thls concern,
it 1s evident that Dyke's present operating plant, the growth of
the areas, 1ts proposed water system expansions (including the
importation and utilization of water from Metropolltan Water
District), and public convenlence and necessity, Justify its
certificatién for additional areas, with appropriate limitations
and upon specific conditions.

The Commission finds and concludes that public conven-
ienece and necessity do not require that Dykels applications be
granted Iin thelr entirety, and, in the order which follows, they
will bYe granted In part and denied in part.

The Commission finds and concludes that public conven=-
lence and necessity require that Dyke be granted a certificate of
public convenience and necessity, limited and conditioned as therein

specified, to construct, extend and operate its public utility




A. 37097, 37161 - MW %

water systems In the arcas which are delineated in single c¢ross=-

hatching, with the legend "Dyke Water Company" on the map

(Appendix 4) attached hereto, and which are hereby established

as 1ts authorlzed spheres of operations, and to exercise the
franchise rights hereinbefore referred to. Such cortificate of
public convenience and necessity is subject to the following pro-

vision of law:

That the Commission shall have no power to authorize the
capltalization of the franchise herein or this certificate
of public convenience and necessity or the right to own
operate, or enlJoy such franchise or certificate of public
convenlence and necessilty in excess of the amount

(exclusive of any tax or annual charge) actually paid to

the State or to a political subdivision thereof as the
consideration for the issuance of such franchise or certifi-
cate of public convenience and necessity or right.

The Commission finds and concludes that, in order to
stabillize the public utility water system development in the areas
uader discussion, the public Ilnterest requires that Dyke should not,
without further order of the Commission, extend 1ts water system
beyond its spheres of operations a2nd the boundaries of the areas
which are certificated to 1t by the order which follows.

Tracts Nos. 2182, 2146 and 2433, (supra), are within
Dyke's spheres of operations as hereinbefore specified, and are
included in the areas certificated to Dyke by the order which
follows. As to saild tracts the instent applications will be
granted.

The Commission finds and concludes that contracts or
agreezents offered in evidence in this record relating to con-
tractual arrangements for extending or providing service in any
of the certificated areas are not binding on the Commission and

are not acted upon hereiln and, therefore, the certificate granted
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by this decision is not to be comstrued in any way as authoriza-
tion for the carrying out of any such contracts or agreements.

The record in these proceedings discloses, and the
Commission hereby finds and concludes that Dyke, without flrst
having applied for and obtained a certificate of public conven-
ience and necessity, and in violation of Section 1001 of the
Public Utdlities Code, has extonded 1ts water system Ilnto Tracts
Nos. 2191, 2463, 2464, 2465 and 2097, (supra), which are wilthout
Dyke's and are within Paclfle's spheres of operations, each as
hereinbefore specified. Sald tracts are covered by the decislon
1ssued concurrently herewith in Applications Nos. 36592 and 37096,
(consolidated). As to sald tracts, the Application No. 37161 will
be denled.

The record shows thaot Tracts Nos. 2191, 2463, 2ubk4,

2465 and 2097, (supra), contaln in the aggregete 391 lots to which
domestlc water service 1s being or 1s about to be furnished by
applicant without lawful authority. Obviously, these domestic

water services must be continued, and the order which follows will

be tempered by the realities of the situation. As stated above,

the tracts last above described are within the spheres of operations
being allocated to Pacific, notwithstanding which applicant will
be directed to continue to furnlsh its present water services to
sald tbacts, at 1ts present rates, untll Pacific has provided sub-
stitute services. Therefore, the order in, Applications Nos. 36592
and 37096, issued concurrently herewith, provides that Pacific
shall certify in writing to the Commission, over the signature of

a responsible executive, the exact date that 1t is ready %o and
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will serve domestlc water to all consumers in sald tracts then
belng served by applicant. Upon the recelpt by the Commission,.
not earlier, however, than the offective date of the order nereln,
of such certification, the Commission will issue its supplemental
order or orders herein.

By its decision in Application No. 37042 and Case No.
5666, consolidated, issued concurrently herewith, the Commission
finds and concludes that applicant violated the Commisﬁion's order
in Decision No. 50041, (supra), by oxtending its water system 1mio
Tracts Nos. 2428, 2429, 2179 and 2612, (supra). 4s %o sald tracts,
Applications Nos. 37097 and 37161 are denled.

The record indicates, (Exhibit No. 23), and the Commission
finds and concludes that, without first having obtalned the neces-
sary authority from the Commission, Dyke has, in numerous but not
ldentifiable cases, constructed and extended 1ts water systems
into areas, tracts and subdiviéions which are not contiguous to
any area or areas heretofore certificated to it by the Commission,
and which are outside Dyke's spheres of operations herelinbefore
described. Dyke will, therefore, be ordered to submit to the
Commission, in writing, within 10 days after the effective date of
the order herein, & true and accurate list of such water system
constructions and extensions, accompanied by a true, accurate and
comprehensive map, of such areas, tracts or subdivisions showing
in detall the tract numbers, (if any), or other legal descriptions,
together with a true and accurate statement of the number of con-

sumers and lots in each of such areas, tracts or subdivisions. On

recelpt of sald 1ist, the Commission will issue 1ts further order

or orders herein.
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No change in applicant's present rates for water service
will be authorilzed by the order heroin, and applicant will be
authorized and directed to apply its presently filed schedules of
rates for water service in the areas certificated to it horelnafter.
However, applicant is put on notice that the Commlssion reserves
the right and recognizes 1ts duty at all times to review the reason-
ableness of applicant's charges for water service in its spheres of
operations.

It is evident, and the Commission finds and concludes that
applicant is financially unable at this time to completely meter 1ts
water systems. Such a program based on on average cost of $30 per
meter installation, for im excess of 13,000 service connections,
would cost about $400,000., EHowever, it appears that the conserva-
tion of ground water supplies is necessary and would be promoted by
the installation of meters on consumers® services. The order which
follows will direct applicant to forthwith Institute and thereafter
diligently complete & program of metering its water services over
a period of not less than four years. Applicant shall report its
progress, in writing to the Commission, every ninety days hereafter,

Applicant will be directed to carry out the staff recom-
mendations contained on pages 32 and 33 of Exhibit No. 110. Addi-
tionally, applicant will be directed to report in writing to the

Commission within sixty days hereafter, and every ninety days

thereafter for two years, its progress in financing and in carrying
out 1ts plans for expansions of its water system within 1ts spheres
of operations, including the importation and utilization of water

from Metropeolitan Water District.
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In view of Dyke's inadequate financial condition as noted
hereinbefore, applicant will be ordered immediately to'submit to
the Commission 2 program leading toward the substantial improvement
of such condition through the issuance of equity securities to
provide more working cash capital and to increase its c¢quity

investment,

The protests of Pacific, Southern California, Laokewood,

Ideal, and of Rancho will be denicd.

Lpplicatlions as above entitled having been filed, publié
hearings having been held, the matters having bcen submitted, and:
now being ready for decision,.

IT IS HEREBY ORDERED as follows:

1. That Dyke Water Company, & corporation, be and it is
granted a certificate of pudblic convenlence and
necessity to construct, extend and operate its public
utility water systems in 1ts spheres of operations in
the areas dellneated on the map attached hereto as
Appendix 4, and to oxXercise the rights and privileges
grantcd by Ordinance No. 765 of Orange County dated

eptember 27, 1955, subject, however, to the following
limitations and conditlions:

That Dyke Water Company shall not extend its water
systenm outside 1ts certificated service area bounda-~

rles as shown on Appendix A without further order of
the Commicsion.

That, pending further order of the Commission, Dyke
Water Company shall continue to furnish its water
services in Tracts Nos. 2191, 2463, 2464, 2465 and
2097, at its present rates. That when Pacific Water
Co., & corporation, shall bYe ready to and will serve
aﬁg;icant*s econsumers in Tracts Nos. 2191, 2463,
2u4by, 2465 and 2097, with domestic water service;
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and when Paciflc Water Co. shall fix the exact
tinme for the substitution of its services for
those of applicant In sald tracts; and when
Pacific Water Co. shall have certified to the
Commission, in writing, over the slgnature of a
responsible executive, that it 1s ready to and
will serve sald tracts, and fix the exact time
for the substitution of its services for those of
applicant, the Commission will issue its supple=-
mental order or orders hereln.

That Dyke Water Company shall submit to the
Commission, in writing, within ten days after the
effective date herecof, a true and accuwrate list
of the constructions and cxtoensions of its water
systems into arcas, tracts and subdivisions which
arc not in any area or arcas heretofore or hercin
certificated to it by the Commission, accompanied
by a true, accurate and comprcehensive map showing
in detail the tract numbers (if any), or other
legal descriptions, togother with 2 true and
accurate statement of the number of conswmers and
lots in cach of such areas, tracts or subdivisions.
On receipt of said list, the Commission will issue
such further order or orders herecin as it moy
deem appropricte.

That Dyke Water Company immediately shall submit

to the Commission, in writing, a program lcading
toward the substantial improvement of its financial
condition through the issuance of equity securi-
ties to provide more working cash copital and to
increase its cquity investment.

That Dyke Water Company shall forthwith institute

a progam of metering of water sorvice in the certifi-
cated arcas shown on the map, Appendix A, and shall
report its progress in writing to the Commission
within ninety days after the effcctive date hercof
and every ninety days thoercafter for a period of

four years.

That Dyke Water Company shall institute appropriate
procedurcs to bring and maintain its accounting
practices into conformance with the Uniform System
of Accounts for Water Utilities, effective

Januaxy 1, 1955. These procedurcs shall include
accounting for opcratin% expensces by primary ac-
counts, establishment of & work order system and
work order records to cover construction work.




A. 37097, 37161 = MA

classification of utility plant among the varlous
plent accounts in accordance with the prescriptlons
of the Uniform System of Accounts, appropriate re-
tirement accounting procedures including a definite
plan of accounting for retirements as between re-
tirement units and maintenance replacements and de-
proeciation accounting procedures to insure that re-
tirements arc charged to the deprociation reserve
and that cost of removal and gross salvage are
racorded as charges and credits to the depreclation
reserve. Applicant shall report in wrlting within
thirty days after the effective date of this order
and every thirty days thereafter its progress in
connection with these procedures until further order
of the Commission.

That Dyke Water Company shall provide sufflcient and
properly qualified personnel to porform adequately
and efficiently (1) engineering planning, (2) con-
struction work and comstruction contracting, (3)
maintenance of 1ts own materials and supplies, (W)
maintenance of appropriate records and tariffs
1ncluding adegquate maps and statistical data of the
water operations, and (5) all other work necessary

to conform to the requirements of the Public Utilities
Code and all applicadle rules and orders of this Com-
mission. Within ninety days after the effectlve date
of this order applicant shall report in writing its
progress in this regard and shall contlnue such re-
ports every ninety days thereafter until further
order of the Commission.

That Dyke Water Company shall, within ninety days
after the effective date of this order, file, in
accordance with the provisions of General Oréer

No. 96, copies of all contracts relating to wtility
service, including any existing main extension
contracts not already filed and the standard contract

form for mein extensions which applicant customarily
follows.

That Dyke Water Company shall, within sixty days after
the offoctive date hereof, and every ninety days there-
after for a period of two years, report vo the Commls-
sion in writing its progress in financing end carrying
out its plan for the importation and utilization of
Metropolitan Water District water.

That Dyke Water Company shall, within nlnety days
after the effective date of this order, file, in
accordance with the provisions of General Order

No. 96, tariff schedules to provide for all services
presently being furnished which are not provided for
in presently filed Schedules Nos. 1 and 2, including
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tariff sheets providing for bimonthly billing,
irrigation service, flre hydrant service, con=-
struction, street work and water for sottling of
ditches service, service for hauling of water by
tank trucks and such other services as applicant
may de furnishing, except that where any services
being furnished cannot reasonably be covered by
filed tariff schedules, contracts covering these
services shall be filed. ‘

That Dyke Water Company shall, within ninety days
after the effective date of this order, amend 1ts
presently filed tarliff schedules In accordance with
the provisions of General Order No. 96 to provide

for the application of sald tarlff schedules for
water service in the areas certificated by this order
and consistent with the filings to be made in accord=-
ance with subparsgraph (J).

That failure by Dyke Water Company to strictly comply
with and carry out the conditions attached to the
granting of the Certificate of Public Convenience and
Necessity as hereinbefore specified, shall constitute
grounds for the institution and prosecution of pro-
ceedings as specified by Sections 2101 through 2113

of the Public Utilities Code, as well as for the issu-
ance by the Commission of ali orders appropriate in
the circumstances.

That Dyke Water Company be and it is authorized and
directed to apply its gresently filed rates and rules
for water service to the areas certificated by this
order. No change in applicant's presently filed rates
is authorized.

That Dyke Water Company shall, within thirty days after
the effective date hereof, revise its tariff schedules,
including its tariff service area maps, to include the
certificated areas shown on the map, Appendix A, in a
manner acceptable to the Commission and in accordance
with General Order No. 96. Such rates, rules and
tariff service area maps shall become effective upon
five days' notice to the Commission and to the public
after £iling 25 herelrabove provided.

That Dyke Water Company shall file, within forty days
after the effective date hereof, four coples of a
comprehensive map drawn to an indicated scale not
smaller than 600 feot to the inch, delineating by
appropriate markings the varlous tracts of land and
territory served; the prinecipal water production,
storage and distribution facilities; and the location
of the various water system properties of applicant
in the areas certificated by this order.
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That Dyke Water Company shall review annually the
aceruals to depreciation reserve which shall be
determined for cach primary plant account by
dividing the original cost of plant less estimated
future net salvage less depreciation reserve by
the estimated remaining life of the swviving
plant of the account; and the results of the
reviews shall be submitted annually to the
Commission. .

That the protests of Pacific water Co., Southern
Californin Water Company) Lakewood water & Power
Company, Ide2l Petroleum Company, cnd of Rancho
Water Company, be and they are hereby denied.

That the lands specifically requested by land -
owners to be cxcluded (Appendix B attached hercto),

be and they are hereby excluded from the certifi-
cate herecin granted.

That in all other respects the applications of
Dyke Water Company be and they are denied.

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

Dated at San Francisoo , California, this [ﬂday

of WQ/ , 1956.
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PRIVATE PROPERTTES EXCLUDED FROM CERTIFICATED ARFAS
SHOWN ON MAP, APPENDIX A

Exhibit Legal
Name No, Description

Mary K. Smith and 12-A S} of the S% of the NEE of Sec, 2,
Howard K, Smith T55, RLIW, SBE & M

Grecnwing Land and 12-A  Ni% of Sec. 15, T5S, R1IW, SEB & M
Water Co. by John A.
Mardy, Jr., seety.

John A. Murdy, Jr. Wk of the EX of SW3 of the NER of
Sec. 22, T5S, RLIW, SEB & M

EXof the NNk of the SE: of Seci 22,
T5S, RLIW, SBB & M

N% of the SWk of Sec. 23, 755, RLIW,
SEB & M

N¥ of the E# of the SEE of the SW: of
Sec. 23, T5S, RLIW, SBB & M

John A, Murdy, Jr. % W} of the S% of the SE of Sec. 15
undivided one-half interest T5S, R11W, SBB & M

*Other one-half interest ’
Home Investment Co. ’
Long Beach, by
L.S. Whaloey, pres.

C. O, Graham by Alvin 12-A S 30 acres of the W8 of the NW} of
Graham Sec. 16, T5S, RIIW, SEB & M

WL of the N of Sec. 21, T5S, RLIW,
SBB & M

W3 of the MWL of the SEX of Sec. 22,
T5S, RLIW, SBB & X

Alvan Holtz and W 80 acres of the NW& of Sec. 4, T5S
Bernadine Holtz R1lw, SBB & M

" W B0 acres of the SWi of Sec. 4, 758,
R1IW, SBB & M

SWh of Sec. 4, T5S, RLIW, SBB & X,
excepting therefrom the W 80 acres

Adrian O. Hubbell, SEL of the MWf of Sec. 21, 758, R11W,
DS SBB & M

S% of the SW% of the Mk of Sec. 21,
T55, RL1W, SBB & M, plus 3 acres at
15881 Golden Wost St., Rt. 3, Santa Am
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PRIVATE PROPERTIES EXCLUDED FROM CERTIFICATED AREAS
SHOWN ON AP, APPENDIX A

Exhibit Legal
Name _No, . Description Aerenge

Wilford G, Lewis, 12-A  E& of the NEA of the NE} of Sec. 22, 20
Trustee T4S, R1IW, SBB & M

E} of the NEA of the SE: of 20
Sec. 22, T55, R1IW, SBB & M

The Artesian Land Co., by 12-A Sec. 21 ard 28 (portions thereof),
H. X. Bagley, secretary T4S, R1IW, SBB & M

Willis L. Miller 13-A W% of the NE} of Sec. 4, T5S, €0
RI1IW, SBB & M

E4 of the NEA of Sec, 4, 155, RLIW, (above)
SBE & M, except the southerly 120 ft. 45

Aldrich R. Peck, and 5€~A  Commencing in the center of Sec. 9, 115.5
Aldrich R, Peck, Dorothy 155, R1lW, SBB & M, and running
" Thayer Pock and Charles thence N25,60 chains to the com=

H. Thatcher, Trustees promisc boundary line between the
Ranchos Las Bolsas and La Bolsa
Chica, and the Rancho Los Alamitos;
thonce S49° 30'W along the said
comp. line 52,91 ¢hains to the W
line of Sec. 9; thence 512,29 choire
thence IEL0.0L chains to £ See.
lines; thence N20 chains to the place
of beginning; ost., to contain
115.5 acres

8% of the SWh of Scc. 9, 755, RLIW,
SBB & M

S4 of tho NZ of Sec. 9, T5S, RLIW,
SEB & M

SE} of Sec. 9, 755, R1IW, SBB & M
Siwh of Sec. 10, T5S, RLIW, SBB & M

S 20 acros of the W 50 acres of the 30
% of the WWk of See. 10, T5S,
R1IW, SBB & N

SWk, except the easterly LO acros 120
of Sec. 15 155, R1IW, SEB & M

E4, and the E& of the Wh of Sec. 16, 480
755, R1IW, SEB & M

WA of the MWk, excapt the southerly 50
30 acres of Sec, 16, T5S, RIW,
SBB & M
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PRIVATE PROPERTIES EXCLUDED FRuM CERTIFICATED AREAS
SHOWMN ON MAP, AFPENDIX A

Parcel Exhivit Legal
No, Name No. Description

30  Aldrich R. Peck, and 59-A  SEX of the MW} of Sec. 22, 758,
Aldrich R. Peck, Dorothy . RLW, S3B & M
Thayer Peck and Charles
H. Thatcher, Trustees

NW%, except 3 acres in the NE corner 157
thereof, of Sec.23, T5S, RLIW, S5B & M

SW: of the NE of Sec. 23, 755, 40
R11W, SBB & M

W& of the NE: of the NE}, and the 30
NWk of the SE: of the NE& of Sec. 23
758, RLIW, SBB & M

Sg of tho N of the SE?:i and the 60
N& of the NW& of the SE2 of See. 23,
T5S, R1IW, SBB & M

SWE of the NWwhk of Sec. 24, T5S, L0
RIIW, SBB & M

N% of the NER of See. 24, T5S, 80
R1IW, SBB & M

Aldrich R. Peck, and 60-A  Eagterly 23.9L acros of the NWh of the
Aldrich R. Peck, Dorothy NWk of See.l, T6S, R1IW, SBB & M
Thayer Peck and Charles

H, Thatcher, Trustees

"

Easterly 23.94 acres of the

SW: of the NW:, oxcept 4 acres along
the east side thereof, of Sec. 1
T€S, R1IN, SEB & M

EA of the NEX of tho MW& of Sec. 1, 20
765, RLIW, SB3 & M

Ek of the SE} of the MWWk of Sec. 1, 20
T6S, RLIW, SBB & M

W& of the NE of Sec. 1, 765, RLW, 80
SEB & M

NWk of the SE} of Sec. 1, T6S, RLIW, L0
SBB & M

NE% of the NE2 of Sec. 13, T6S L0
R11W, SBB & M

NEX of Sec. 7, T6S, RLOW, SBB & M 160

SE% of the SE: of Sec. 7, T6S, RIOW, 40
SEB & M




