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5c·o·n"~' D . J N .. :'! , ... ,,-,~ CC1S..I.On o. _______ _ 

BEF0RE TEE PTJ13LIC UTILITIES C01~iHISSION 01" THE STATE OF CALIFORNIA 

In the Matter of the Application of I 
DYKE 1'7AT:2R C()HPAN~(, ~ corporation, 
for authorizaticn to incr~ase its 
r~t(;s chz:rged for ,rater service. 

Application No. 3930.3 
(Fi rst J.rnelldmcnt) 

Best, 3est & Kri~ger.:l attorneys, bJ." J~me!; H.' Kri0ger 
MO, Rich~'!'cl Edsall, for applicant. 

Bun L. Well.s) for Pacific vlater Co; Phili 0 F. Walsh , 
for Southern CaliforniD H::tt0r Company; and Henry \i. 
~i in ~ropriu p~rsona; interested parti0s. 

WilliaM C. Bricca, lheodore Stein> ~d ~. Coffey> 
for the Commission staff. 

lNTERI:1 OPINION 

On August 6, lSS7, Dyke 1-Jater COrtl")arJ.Y" 0. corpo1'.1tion,., 

filed its application seeking authority to incrr::.J.se r~tcs charged 

for wuter service in southwest Orange County. Its ?roposcd r~t0s 

represent stralr;ht across-the-boa'!'d 50% incrcC;l.so;;s over the 'Present 

rc.tcs and would produce gross annual :tncreases in reV0nue of .::.botl.t 

$.300>000 based on 1~57 opcrotions. 

On October 8, 1~57. a,~licant filed it: first amcnament 

tc its application as~ing the Co~mission to issue its ex pa.rte 

order granting ilpp1icant authority to place int\.) effect i;Il.":'l~c~iately 

and on an intc:'ir.l basis the rates proposed in its original ~l~,lico.-

tion. 

A publj.c hea.ring on the il'lter1m proceeding was held 

before Commissioner Rex Harc'Y ;md Exo.rniner Stewart C. i,ramer on 

November 1) 1957 at Santa Ana. No one ~~pe~red in protest to the 

gro..""lting of the application, b'ut the receipt of four letters in 

protest thereto WQS noted for the record and an additional letter 
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w~s noted which compl~'.incd tlw.t no copy of the a)Jplic~.t10n 't-ros 

uvail~bl~ fer insp~ction ~t ~pplicant's office en October 28, 

IS'57. After the rcc~ipt of evidence ~ the matter ''':'''5 ta!~en under 

submis~icn SUbj0Ct to the late filing of Exhibits Nos. 4- and 10, 

\:'...'1.0. final subni~sion 'ivas 2ffective on November 18;. 1957. Beco.uce 

no full record w~s mace or att~mpted to be made on applic~nt's 

rate case in ch:Lcf J thl? COl'1lll'lission nov' is solely cont:erne~l 'ri th the 

~mer~cncy ~sp~cts o~ tee ~e~uest for interim relief. 

Applic;,;"nt lras ol",3'anizcd in 1951 for the "PLl~TJOSe of 

supT,llyi"'lg i-r':tter service i.'1. po~tions of Orange County. 

has bl::cn r~pid. In June of 1953 it !'c!)o!"ted. ,)77 Ct1stom01':'::;, in 

Sin.ce 

the i:r.ce~ticl'l of :i. ts operc.l.t1oris)I it h.Ds not apr>lied for an il"lCren.Se 

in 1"'8tes '.1ntil the filine of the p:-csent o.:pplic~.tioTl.~ and it now 

~.SZCl'ts it is in an €:nergency fine.ncial condition, that it has been 

unable to li~uidat~ :tts oblic·;;,tions, snd that it h,J.~ been unr.J.blc to 

o.ttro.ct the cari t.3.1 necesso:ry to expand its syste!':l. 

In pres~ntine its ~e~uest fo!" interim reli~rJ applicant 

has suomi ttcd fina.nc1al statel:1Gnts showing its resources and lia-

bi15. ties J its results of o,e'r'.:-.ticn uncI its cilsh posi t1on. 

Similc.rlj") 0. staff accounting "ri tness > follo' .... :i.ng a lir:li ted 
11 

eXOIJin.::.tion of the comp~ny' s record.s 1 presented Do seri0~ of 

exhibi ts depicting the cOrn';)il.."1Y t s bal".nce sheet i income ztn.tclnent 

and sources ~cl a,p11c~tion of funds. 

jJ 
The ~xa:u1:!.n~tion of the cOl11~any' s records by the staff accountant 
was reported.ly incomplete at the time or the he:lring and the 
exhi bi ts he pr0sented have been ztated to ha.ve been 'Prepa.red 
i~1tbout audit. 
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The i'ollo~in8 balance sheet, indicating thB componyts 

fin~ncial position as of August 31, 1957~ was prepar0~ from ~~ibit 

No.2: 

.r~ssets 

Inve$trn~n't -
Ot:llity plant> less depreci<lt1on 
DeC:uct -

Adva.'1ces ~or conctructio:l 
Contributions for construction 

Net utility ~lant 
Nonoperative prop0rty 
~~rrcnt a~scts -

Cash 
Accounts receivable 
i'1':-' tcri.:;.ls and sup"'>lies 
Prepayments 

Total current ~sset: 

Total 

~iabilities and Cunital 

Long-te:-m debt 
Curr~nt liabilities 
Capital -

COnl.'1lon stock 
Capital surplus 
Ret~ined earnings 

Tota.l capi t~.l 

Total 

$.3,742,,899 

2,618,532 
'76,Ol~ 

135 
6,523 

16;97.3 
25·881 

$ 8,000 
348,063 
128,4'1 

$1,170 .. 00,2, 

~;. 62,31.3 
623,208 

484·, 6,89-

$1.170,005 

The following is ~ summary statement of the comr-any's 

operating revenues and expenses: 

Revenues from wator sales 
Operating expenses 

Oper~ting income before 
income taxes 

1256 

$485,474 
386,3?2 

~~ 2~) , 1~.:2 

~~ ~ 7 
.J an . - Atl ::" • 1',nnllali zeel. 

~422)S~'S ~634,000 
394.,7':;<t 5S~,OOO 

" 
:?8Jl~'l L4.2...QQO ~ 

The testimony show~ tnat during 1957, applicant, for the 

first time, accrued officers' salaries at the r~te of $;,000 a 

month and that, among other things, it charged $4>161 to ex~cnse 

for advertising, including $2,830 to the Stanton Chronicle which is 
2./ 

o~ned by Dyke Lansdale, $8,834 for public relations, $5,636 for 

2J 
A~plic~tTs then preSident. 
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vromotion, and $7,157 for tr~vel expenses inclu~ing nU~0rous trips 

~Jf one of 1 ts employees to Sacramento in connection, in purt :. t 

le~st, ~~~ matters other than those ?e~taining to a?~licant. 

HOH9ver, adjusting for those items and ma~ing allo··: .. :.nce 

for reasonable maintenance expenses and general office salaries, 

depreCiation, ad valorem taxes, payroll taxes, ?ucpins taxes and 

for taxes onincomc) it appears that applic~t" carningswise" has 

been re~lizing sotlething less th:ln i-ihat non"llally is cont.io.erec. a 

rcason~ble return. As to its cash position; the reco~d is clear 

that applicant I s finances have become progressively Hor5e.. It 

had, as of Augu.st .31, 1957, current assets of ~49:15l2~ including 

cash of only ~135, as compared with current liabilities of 

It is faced '-Ti th construction expenditures) according 

to Exhibit No.6, of $l,6.3S,800 to obtain and utilize Hetropolitan 

~{ater District water, and it has been and will be called u')on to 

mru<e substantial cash outlays to refund advances for construction. 

A st~tement showing applicant's cash experience during the first 

eight months of 1957 is as follows: 
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Net inccme ~~om o~er~tion$ a£ter 
c".e!'erred .f"ederal income taxes 

l,evenue charges not re(l~i'rlng 
CU'I"!'cnt expenditures: 

Do>:reci'"'-tion 
Ceterrec. feo.e:ral income taxes 

Total fl~O~ cpcr<..;,tions 
r.:>lys: 

From cash increas8s in adv~~ces for 
construction 

From contrlbutions in aid of 
construction 

Fron:: fune!. on dC~'03i t on c~u:Lpmcnt 
From decreose in , ... orl<:ing ca1"li tal 

Total funds provided 

Said lunas ":I2re applied .3.S follows: 

To increases un utility ~lunt asset$ 
Lancl~ land rights anel wellS 
Water distribution system: 

Structu~~s and improvements 
Pumping e~uiprnent 
Re~crvoirs and tanks 
Transmission and distribution 
mains 

S03rvices 
Metc!'s 
:iydrz.nts 

Equipment: 
Office .t'urni tu ro and eClui'P~ncnt 
Tr~nsportation equipment 
Tools, shop and garage e~ui,ment 

Total utility p~ant assets 
Deduct -work done by land subcli viders 
end not requiring current 
cxpencl1 tures 

To decrease long-term debt 

$ 84,620.20 
13,?,01.00 

6,')2.3.13 
42:.180.:36 
7,;169.66 

206~607.90 
12,487.29 
6,066.2~ 

2i,,451.07 

6 .. 720.67 
9)349.98 

e'58 60 ?- • ( 

To decre~sc in long-term portion of 
amounts due in ad,\,.;mces for construction 

Total funds applied 

j) 

97,821.2Q 
117) 057.3921 

181,471.85 

0,311.71 
46.2CJ 

1$8,717.16 
$1;33» 604. 40 

306,885.63 

11Q, 301· ~l 
237,,898.65 

5,422.97 

19Q, ?8? • "/8 

iJ23 " 604. ikO 

Ap!)licant I S accounting witness testified that the "total funds 
provided from operations was the sum of $117 .. 057.39" eXr. 
Vol. I, pages 39 and 40). 
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In passing on this matter;. it is noted that o.pplicant's 

cmerg€ncy conrJ i. tion is due not so much to the in8.der:;uD.cy or 

insufficiency of its rates but to i tz unsound capi taliz<i.tion in 

the form of exc~szive amounts of advances collect€d from sub-

dividers. Applicant is undercapitalized and has insufficient 

working c~pital. It has provided approxi~ately 78 per cent of its 

plant costs ~~th borrowed mon~y in the form of subdivider~' 

advances and is f~c~d with making ~~ual repayments on its debt in 

2:rlOuntS greater thal"'l it can generatE! internally or borro'·' from 

outside source!::. The pl"cceding statement shows that during the 

first eight months of 1957) applicant's o,cr~tions produced cash of 

$117,057 but that during the same period, it rep~id adv~~ccs of 

$190,282 and ~ade substantial capital additions by dcplet1nc its 

i.jorking cash and deferring payment of current liabili tic~. 

Because of the ,resent financial condition of the o.ppli­

ca.."'lt we find, from the evidence;. th3.t the o.bility of the ap!>licant 

to continue to furnish reasonable s~rvic€) to custo!ocrs entitled to 

receive its service, is in cerious jeopardy. In the circumstances~ 

we find thJ.t the pu'blic int0rest rCl1,uires tbz..t upplic~nt 1 s 

customers be furnished reasonable service and) in order to furnish 

such serVice, applicant must receive interim rat~ relief. Based 

u~on the evidence no'.r before us and the exigent circu:rnst::~nces 

existing, '\-TO -..rill :luthorizc ap,lic~'I"'lt to increase its monthly 

residential flat rate from $3.00 to $3.75. 

An increase in the baSic flat rate fvr a single family 

residence will also reqUire a proportionate adjustment of appli­

C:lnt1s other flat rates uncler its general flat rate service 

schedule in order to maint~in this schedule in balance. Con-

currently with the authorization of increases in applicant's 

general flat rate service schedule charges it will be also 

necessary to corres~ondingly increase the rates and charges in 

, 
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applicont f Z general metered service scl').cdulc. The order herein 

'nll provide for these increased cha:g€s. The Co~~ission finds 

as a i'act thc.t the inc!'ease-; in rO.tos o.nd chc.rgc~ authorized herein ~ -
are justi!'icd. 

The Commi~sion rcsorve5 its final findings and conclu-

sions on applicant's op€rnting practices, its adjusted opcr~ting 

revenues o.nd expcnses, its ro.te basc, rate of r(~turn, final rates 

and allied matters until the cO~1clusion of applica,nt r S ·,'"Oain case 

for il rate incr~ase, and the issuance of a final deciSion herein. 

I~TE~J:i'-1 ORDER 

Io'irst amendment of the application as ~.bove entitled 

having been filed, public he~rings having been held, the matter 

having been submitted and now being ready for decision, therefore 

IT IS HEREBY ORDERED that Dyke Wo.ter Company be and it is 

authorized to file in quadruplicate with this Co~ission after the 

effective date of this order, in confor,]ity with the CommissionTs 

General O::-dor No. 96, the schedules of r~tc$ shown in Appendix A 

attaChed hereto, and, upon not less thtxl ti1ree days' notice to the 

Commission and to the publiC, to make said rates effective fo~ 

service rendered on and after Janua~J 11 1958. 

Th0 effective date of this order shall be ten duys aft~r 

the date hereof. 

) California, this 
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APPLICABJLITY 

.APPENDIX ]I. 

Page 1 of 2 

Schedule no. 1 

GENER..\'L r.€TER'ED SERVICE 

Applicable to all metered water service. 

TERRITORY 

Port.ions of tho i:l.corporo.ted cities of Anaheim, Boroor City, Garden 
Grove, Hr..mt1Dgto:c. Bo~ch, !Udway City, Santo. Ana, Stanton, West.'U1Xl.ster, and 
a.c::.j acent terri to:-y, Orer..ge County. 

Quantity Rates: 

First 1,000 cu.ft. or le~a ••••••••••••••••••••••• 
Next 1,000 cu.ft. 1 par 100 cu.tt •••••••••••••••• 
Next 11000 cu.ft., por 100 cu.ft •••••••••••••••• 
Over 3,000 cu.ft., per 100 cu.ft •••••••••••••••• 

M1niLlum Charge: 

For 5/8 x 3/4-inch meter ••••••••••••••••••••••••• 
For 3/4-~~eh moter ••••••••••••••••••••••••• 
For l-ineh meter •••.•••••••••••..• _ ••..•• 
For 1-1/2-inch meter ••••••••••••••••••••••••• 
For 2-inoh motor ••••••••••••••••••••••••• 
For 3~inch meter ••••••••••••••••••••••••• 
For 4-ineh meter ••••••••••••••••••••••••• 

The M1n1m\lr1l. Ch1.l.rge 'Nill anti tle the customer 
to the qu.o.nti ty of water which that I:l.i%:imum 
charge will purchnse at the Quantity Rates. 

Per Meter 
'00'" Monib 

$ 3.25 
.l9 
.18 
.15 

$ 3.25 
3.50 
3.80 
4.40 
5.35 
8.75 

12.25 
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APPLICABILITY 

rJ>PEND!X A 
Pllge 2 of 2 

Schedule No. 2 

GENER:,U, E.:1t:! ~ SERVIC~ 

App1icabile to all water service furnished on a !lat rate basis. 

!El..RRITORY 

Portions of the incorporated c1 tie:; of' Anaheim, Barber City, Garden 
Crove, Hun'tingtor. BeaCh, Midwc.y City, SMota Ana, Stanton, Westminster, and 
adj acent territory) Or~e County. 

RATES -
1. Single family reSidence, including premises 

not exceeding 10,000 oq.tt. ~e~ •••••••••••• 

Per Sorvico Connection 
i'At Month 

$ .3.75 
a. For oach aeditional res1d~nce on the samo 

promises and served from tho same service 
co~~~ctio~ •••••••••••••••••••••••••••••• 

b. For each 100 oq.:f.'t. of' area in excess of 
10,000 sq.ft ...•.....................•.• 

c. For ollch swimm1Dg pool, in addition to 
the regular flnt r~te ••••••••••••••••••• 

2. For each store, markot, or shop ••••••••••••• 
.3. For €Inch service station •••••••••••••••••••• 

4. For ea.ch hospital, per bed •••••••••••••••••• 

5. For each cliniC, including premises not in 
excess of 20,000 sq.1~. in area. ••••••••••••• 
a. For ea.ch 100 sq.f't. of' 6l"ea. in excess 

of 20,000 sq.rt •••.......••••••...•••• 8. 

S?ECIAt CONDITIONS 

1.75 

Jl.75 
5.00 

1.25 

45.00 

1. The above ~at rate charges apply to service connections not l~gor 
tb.an 3/4-inch in diameter. 

2. All servioe not covered by the above classifications '..r.Ul 'be 
furnished only on a metered basis • 

.3. A meter may be installed at option of utility or customer for above 
classifications in ~hich event service there~£ter will be furnished only on 
the basis of Sebec1:ulc No.1, Goneral Motorod Sor'V'1ce. When I!l. meter is 
installed at option of' customer, ::netered :!lerv1ee must 'be continued tor at 
Joast 12 months bef'ore ~ervice v.Ul again be furnished at nat rates. 


