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D i 1- ~~:;'v eci~ on ~D •. ________ _ 

In the •. ratter or tho App11co. tion of) 
"",,,)",,,,., 1'.1' /,!,\.,~ CO '1' rv i) 
.I.IJ •• ...;",. ,~: • .I..:.:.'O:\ .~. ~~_ .. a. co:',orat on, 
to'!' authority to extend its wcter } 
service to additional ter:'itorj- 1n ) 
the vicinity of Garden Grove, in ) 
~~incorporated territory, Co~~ty of) 
Orange~ un~er Section 1001, ?ublic ) 
Utilities Code of the State of ) 
California. ? 

&p~licQtion No. 37097 
::econd Supple~ilentc.l 

Glenn A. Lo.ne c.."ld ,Arl v''le Lansdale? attorneys, 
for applica."l t. 

?re~ton Turner, city attorney, to:' the City of 
~nahe1m, ~rotestcnt. 

James G. Shields and .RichD.~"d R. :!ntwistle" tor 
t~e Co~n1=sion staff. 

o .:> I lJ IOn -------

'I'he above-enti tlecl Second Supplemento.l Application ot 

Dyl~e \'!a ter CO~lpa.ny.. a corpore t ion, filed Fe bruo.~y 7.. 1957.. as 

~aendod at the heo.rin: to exclude (1) the ~roposed area north 

or the Santa Ana Froe~ay and (2) certain areas erroneously 

delinoatod by a. red line 0:1 the map Exhibit "en attc.ched to SAid 

Second Su:pple~tle!.1tal Applicotion~ seeks authority to extel.'ld 1 ts 

water system w1thiti the ~rea delineated by said red line on 3~1d 

Exhibit IIC". The ~rca. into whieh author-ity is roquosted to 

extend includes unincorpora.ted territoryot Orange County, and 

dOGS not include any area vithin the boundaries of the City o~ 

Anahe ir,l nor 0 f any 0 ther C 1 ty • 

~'ub1ic hec.rin3s i'!ero held before E.Y..o.miner St.ewart C. 

Wc.rncr O~'1 ~:'ia.y 15, 16, a.nd 17, 1957, a t Santa Ana, on a 
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conso1ida tad record wi t~'l. a,'I,liccn t' s Fir$t Supp1ornenta.l App11ca.-
11 

tion ilio • .37161. 

The city attorney of the City of !~aheim, who appeared 

on beh0.1f or tho Lieht, Power o.."ld Heter Dop.:lrtaent of said city .. 

protested the zranting of the ins tent ap,licct1on. 

I • it 

Allozotions of Ap~llcant. 

Applicant allesed that the area ~ro?osed in the i~stant 

Deci.sion ~to. $38$8, da.tcd October 1 .. :'.956 .. in Al':plicll.tion~ ~;O~. 

37097 and 37161; that the me.!', Appendix "A", atto.cced to said 

dee1::;ion" u~'on which woro delineated the "phere~ c,t opero.t1ons 

and service o.roo. ,boundaricc of applicant in Oran~e County" 

excluded cortain a.rea. which a,p11cant allc,5ec. the COl'l1:lission 

con3idored to be potenticl J'.naheL;l City territory inasr:uoh a: it 

v{a$ ~ub~ct to annexation !,rocodures by eaid city; that on 

Hovember 20, 1956, ee..:td al'l.."lexation, co.11ed West Anaheim 

Annexation was defeated at the pollo by 649 votes agcinst 

annexotion to 203 votes for ouch ~l~~xation; th~t applicant hnd 

1/ By 1 ts Pir$t Su?ple!.1entlll l ... ,plio.:. tion Uo. 37161, applicant 
~eelc3 au thori ty to extend :i. ts \'leter s~·steUl into tentative 
Tracts Nos. ~208, 3156 and 3214, ond to Trac~s Nos. 2880, 
3010 .. and .30 .. ~3, and to the Ferguson School, i.."'l unincorporated 
territory, Or~ngo COu.:lty" south of ',/est~':linstor Avenue, between 
Taft and Bushard Stroets. 
By its Socond Su~ploment~ Ap,lication No. 37161, filed 
Ju.ne 4 .. 1957 .. a"liczn t see!C$ authori ty to oxtend its ... :a tor 
sys to::. to Trc c t l{ o. 2524, and a trnc t of land !-ctlown a s the 
Tibbots Tract or Tro.ct ;ro. 1040; the Bolsa School; and 
nu;,lerous corr':',le:-cial esto.olish:J.ent::; and home o';'!lIlers in the 
terri to::-:r bounded by Car"':''ler~'' Street on the west, ''Tard Stroet 
on tho east, nazard Avenue on the north, nnd Sugar Avenue 
on the south" in un:i.;'''lcor,orcted territory of Orange County. 
Pacific i'Jnter Co., by its A,plications Nos. 39031, filed 
April 26, 1957, and 3922.3 .. filed July 10, 195~ seeks authority 
to extend ito water systeo in tho seneral areas covered by 
a.,)licant's First end Second Supplomental Applications No. 
37101 (supra). 
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receivod n~~erous requests fro: commercial subdividers and 

devolop¢l"~ for water service w!.t~'l1n the propo!:cd ~rea; that 

app11cm1t had ~ado arrangements to interco~~ect itc master 

we. tor systel~ fro!:l its service areas cert1tico. ted by Decision 

No. 53858 (supra); and tho.t public convenience a.nd nocessity 

required that app1ica.nt be per~itted to render water service 

in t~e proposed area. 

Descri?tlon ot Pro"Oosec. Arec. 

~he ~)roposed area includes sliehtly in excess ot 

900 acres of unincorporated territory, and is generally north 

ot Ball Road to the Santa il.M. Freeway, bounded on the west by 

Gilbort Street, and on the eo st by Brookh.UX'st Street nnd 

Dahlia Drive, and the so-c~lled ~ichtield o.nnexation. The 

proposed area includes some areas south of OranGe Avenue between 

Gil'.:lert nnd Brookhurst Stroets, a.nd an ~rea on the north side ot 

Lincoln Avenuc J east and west of :3rook..1j,trSt Street, each. as 

shown in yellow on the :nap ::::"'~hibit "C tt (supra), "vhich were 

included in a?~11cant's s,here of operations by DeCision No. 

53858. n'lO proposed area also includes Tr~ct No. 2~28~ tor 

which C.!'l~lic:mt wac ,sro.nted 0. certiticate ot ,ublic convenience 

o'!'ld nece:::sity by DeCision No. A7l0~ dated lJarch 26~ 19.$7" in 

applicant's First Su,plement~l A?9lication No. 37097. 

?rotect of the City ot Anahei~. 

The C1 ty ot ~~na.heiLl prote ctod appl!cant' s request for 

a.uthor1ty to e;:tend into unincor,oratod territory in the vicinity 

ot the City's boundaries, on tho grounds tha.t the City had 

instal~d transmission and distribution mains in La ?alca, 
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Croscent, L1l1.coln, Broa.dwD.Y' .and Orange Avenues, and 30.11 Road 

in tho yoa.rs 1953, 1951~1 1955, D.!ld 1956. The d1runeters ot 

said mains :-a."'lgo in siz~ fro~r. 1$1f to 6", and wa tor service 

wa:;: then being furni:hed by the City from o'!:aid ~na.1ns in 

Tracts Nos. 2001 and 3055 outside tho City 11~1ts, ~1d Tract 

No. 2803 inside the City 11~its. Each ot said tracts outside 

tho ci toy li .. 'll t:l wa.s \0,"1 thdraw~ by :!,"!11c~nt from 1 ts 

o.pplico.tion. A vIi tnGss for the City testified tha.t no annexa­

tions were ?endinz v~thin tho are~ applied for by applicant 

as of the date of the hearings thereon. 

~o:::triction~ Placed on A.'o-olicnnt'So ::::xtendinr> Its '.7ater System 
~y DeCision ~O. ;38$8 (sunral. 

Ordorins paragraph 1.(0.) ot Dcci:ion No. 53858 (supra) 

orderod o,:;>licallt not to oxtend its Vlc.tor systel.ll outside the 

bOUl'l.dcrie s of its ::,here s of o!,er2 tione a.s delineated on tho 

map) l1.,pendix HA 11, a tt~ched to said Dec i ~ion without further 

ordor of the Coom1zoion. 

Ori incl AD~licetion ~o_ 7, 

The map Exhibit No.1, attached to applicant's 

original Ap,lication No. 37097 , filed July 5, 1955, delineatos 

in yellow solid coloring the terr:ttor'S requested by applicant 

by ~aid ap,licat1on. It did not include the area requested by 

its Second Sup,lementcl Ap~lico.t1on, he~ein being considored. 

(su,ra), was bcsed on the ~ap, ~xh1bit No. 23, 

filed at the hcc.rings on applicant's oriGinal application and, 

insofar o.c applicc.nt's then requested are~ was concerned wa!) 

oased on infor.oation ~lnced on said Exhibit No. 23 by app11c~~t's 
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president. It is evident that apolicant has not, prior to the filing 

of its Second Supplemental Application, sought authority to extend 

its water system into the proposed area herein being considered. 

Aoolicant's F1n~ncial Condition as of 
December 31, 1956. (Exhibit No.2) 

Exhibit No.2 is a copy of a statement of applicant's 

financial condition as of December 31, 1956. A summary statement 

showing its investments and sources of funds is as follows: 

Assets 

Current assets 
Utility plant, less reserve 
Other investments 

Total 

Liabilities and Caoital 

Current liabilities 
Long-term debt 
Advances for construction 
Contributions 
Capital (common stock and surplus) 

Total 

$ 5'1,394 
3,469,537 

~,771 
$3,5,702 

$ 330,2?5 
116,7"'2 

2,616,289 
66 806 

2+~;67Q 
$3,5,?02 

The foregoing balance sheet pOints up an unsound financial 

condition. Among other things, the statement shows advances for 

construction in a total amount equivalent to 75 per cent of the net 

investment in plant. A review of the record in this proceeding shows 

that the amounts of such advances have been increasing rapidly from 

$1,041,736 at February 28, 1955, to $1,645,348 at August 31, 195~to 

$2,616,289 at December 31, 1956. Of the latter amount, advances of 

$81,500 were due at the close of the year. This amount increases the 

cu~rent liabilities to $412,495 as compared with current assets of 

only $51,394. The reported net income in 19)6 was $51,634. 

On the basiS of the information before us we can only con­

clude that applicant is not financed properly and, because of the 

larg~ p~~~onde~ance of borrowed money in the capital structure, is 

~n a po~1t~on where It may be unable to meet lts obllgatlons and to 

per£orm its public utility £unct1ons. The wholesale ~1nBnc1ng o£ 
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new systems by means of subdividers' advances is a violation of sound 

and conservative financing principles, the observance of which is 

necessary to insure adequate service, and is a misapplication of the 

oain extension rule. Such a rule, as its very title suggests, is 

applicable to the extension of ~ains from existing operative systems, 

and is not intended to provide the major source of capital funds, as 

is the practice o~ applicant. 

It seems clear to us that with applicant's unbalanced 

structure the situation could well develop where the obligation to 

make ref~~d payments, by their very Size, would threaten the impair­

ment of the solvency of the company. Good business practice dictates 

a larger investment of proprietary capital than is the case here. 

Our views on applicant's financial condition are not new. 

In Decision No. 53858, dated October 1, 1956, the Co~~1ssion said: 

"The Commission is greatly concerned With Dyke's 
violation of Commission orders~ its unauthorized 
extensions and contracts, its improper, incorrect 
and incomplete accounting records, and its inade­
quate financial condition which is hereby found 
to be insufficient to support its present and 
future operations.1! 

As will be noted from the recitation, hereinbefore, of the applicant's 

financial condition as of Dece~ber 31, 1956, there has been no appre­

ciable nor sufficient improvement therein over that shown in DeciSion 

No. 53858 (supra). 

The record does show that applicant is in the process of 

bring1ng its Books of Accou.~ts into accord with the Vniform 
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Clo.scificc.tion or .\.ccounts for ~'~'a ter Utilities :!,'re scri bed by 

tho COl':llnias1on" i..l.'l co:np15.al'lce with paragraph 1. (f) of the order 

in Decision No. ;>3858 (-su:?ra). COr.l!,11ance with said pllragro.ph 

ha.c not boen effected, tll'ld by its Ord.er Z,:tend.ing Ti!:le" dated 

:.~rch 12, 1957" the COUJ:llission granted" runong other thil'lSS" 

a request by a"licant for an extonsior- of time to June 30" 

The record shows truJ.t applicant's ca,ittll tor 

oxtendil."l.!; its water systola:::: CO!llOS from three r.:ain sou::-ces: 

(1) conC1.l.rilors' advo.Llces for construction, (2) internally created 

funds, such ~s de!'reciation roserve, and (3) invest~onts L~ 

the torm ot lone or short-term liabilities by the Lansdale 

fm-aily. Applical'ltt s !,res1dent is L. D. Lansdale, Jr. , its 

vice presidel.1ts a:'e L. D. Lc.nsdtl1e 3.l'ld Vlilliam :.1. Lansdalo, 

and its secret~rJ-tre~surer is Arlyne L~~sdale. 

Althoush ~'9licantTs yresident testified that the 

tc.l1sdalo family stood o.t all tL:'les, ready, willing, a:ld able 

to advance :;ums of' ~loney for applicant T ~ construct10l'l progrrun 

or operations" he testified that the acreement for tne advancing 

of such funds Wc,s verbal, only, and without any set limitation 

uz to o..:10unt, 0:' ~'rovision for interest or re!,aY.Jlent. Ho 

f1.."lo.neial ota te(;lcnt of the La;.1::do.le fo.m1lj is ot record in 

this ,roceeding, and" although ap,licantfs ,resident indico.ted 

to:' the record that a~~licant intended to issue eo~on stock . ~ 
to the Lansdale f~ily, no request for authority to issue sueh 

stock ha: been filed with or er~~ted by the Co~~ission_ 

A;n~11cant' s president testified t!1at negotiations 
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'\70re 'beins COl'lduoted V1itb U .. Soo Lifo I"'lsU!"c."lce Co .. or :Iew York 

for a \500 ,000 loan .:lgcinst a.:?!?licant f s ,:-oLlisoory l'lOto; th~t 

authori ty for e;cecut!n: such note ned 1,)Oe11 ~rcnted by Decision 

~To. 54537, dc.ted ~ebruary 19, 1957, in A?)licct1on No. 3882,3i 

but tha.t such negot1ations l'lD.d not been completed, and ·!:~t 

the monies to be derived therefrom, if a.nd when j,"ece1ved fro .. ';). 

the insurance co~pany, were to be used for the development or 

three S,OOO,OOO-znllon rc~orvo1rs located nt Zroo2murst Street 

between Cerri too and ~.~ tella Avenues, in order to utilize a 

proposed cOffi'lection with .,ietro.,olita.."l Hater j)istrict facilities 

a t :~ tello. Avenue and Dale Street. The cost of effecting such 

COl"'~.I.lection vlould 11l~e\" ... .i. ce be covered by the said pro,osed 

!.nSUrc..1ce co:apa.l.ly loan. 

Evidence of Public ConVeniel'lCe and liece ss:;' ty 

At the hen~in: of L~y 15, 1957, ap91icant ~ubmitted 

only one request for woter serVice, but d~.d not indicc.te either 

the nature or extent of ~.·'a.ter ;::erv5.ce requested. No other 

requ0~ts for vIa tel" service by upplicant ::'n the proposed a.rea. 

were placed in evidence. 

Pind1ng~ and Conclu31o~ 

Fro:n a review of the record, t:le CO!lr.lission is of the 

opinion and finds a!ld conclude~; that public conve"'l.ience and 

nece s:::;1 ty do not require the t Dyke ~~?a tel" COlllpo.ny, a cor,oration, 

be granted author! ty to extend its ';{Q, ter systea as :-equested 

by its Second SU!",ler.lental A,~')lic.ation herein. 

The COl'.llnission finds as a fact and concludes that the 

pl"'oliminary s te ter.:ent of the financial condition of Dy!:e ~ja tel" 

COill9any, ac of December 31, 1956, ~xhib1t No.2 (supra) disc1~ses 

that said company is in an insuffiCient and inadequa·~e fir..a.ncial 
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condition; t~~t applicffi1t offored no sound or tir~ financing 

i,rocrQ:.1; end tha t ".;;he~"erore, it \Jould '.:le adve.rse to the public 

intorest to sr2~t tho ins tent aJ~~;~S~~2Bf .... 
':4'ho Com •• 1i aa1.on i'i';:ld..!I and cone~udo!' thnt th1.o Second 

SUPl'lemental A"lic.: tion of Dyke ~':c '~er Co • .l!'any should ~e denied, 

~nd th.e order whicl1 follows t!ill so ;?rovide. 

o :,~ D ~ R - ... ~ --
Socond Suppler.lentc.l A:9p11cation as ~;,ovc ~ntitled 

having been SUbr.11 tted, and now :)e5.l'lS ready tor decision. 

IT IS HErtEBy ORD:.::R::D t!1c.t tho c?:.')lica.tion or Dyke ttlater 

Company, a corporation~ for authority to extend its water service 

to additional territory in tee vici~itr of Garden Grove, in 

unincorpora ted terri tory of OrlU"!se C01.l."lty l.l! the area delineated 

by tho red line on Zx.."l.i 'oi t Ife
ll Co tta.ched to the a.p~'licetion as 

Q.!':lendo d a t the hec.ril"l.g ~ be and it is dCi'lied. 

Tho effective d(',.'~c of this order :3hall be t':lenty days 

atter the date hereof. 

day of 

-... Sa.u;"~daeo· 
Dated at -.- '-_. 

------------~P_~---, 
AU GUS1' ~;"\ ___________________ ~~~ 1~5~ 

....!;J~ 
C~lifornia, this _______ _ 


