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Decisicn No. PN

SPORE TRE PUBLIC UTILITI®S COMMISSION OF THE STATE OF CLLIFORNIA

In the Matter of the Application of

DYKE WATZR CUMPANY, a corporation, Application No. 29303
for authorizaticn to increase its (First Amendment)
rates charged for wvater service.

Best, Best & Krieger, attorneys, by Jumes H. Krieger
and Richard Edsall, for applicant.

Bon L. Wells, for Pacific Water Co; Philin F. Walsh,
for Southern Californio Water Company; and Henrv .
I2%¢, in »nropria persona; interested vartics.

Willlam C. Bricca, Theodore Stein, and C. T. Coffey,
for the Commission staff.

[NTERTIW OPTINION

n August 6, 1$57, Dyke Vater Commany, a corpeoration,
filea its anplication seeking authority to inerezse rutes charged
for wuter service in southwest Orange County. Its proposed rates
represent stralght across-the-board 50% inereases over the vresent
rates and would produce gross annual inereases in revenue of ahout

$300,000 based on 1657 operations.

On October 8, 1957, annlicant filed 1%s first amoncment

to its appllication asking the Cormissiocn to issue its ex parte

order granting applicant autherity to place into effect lamediately

and on an interim basis the rates proposed in its original apnlica~-

tion.

A public hearing on the interim proceeding was held
before Commissioner Rex Hardy and Exeminer Stowart C. Warner on
November 1, 1957 at Santa Ana. No one appeared in protest to the
granting of the application, dut the receipt of four letters in

protest thereto was noted for the record and an additional letter
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was noted which complained that no copy of the application was
vaileble for inspecticn at applicant's office cn Cctober 28,

1957. After the receipt of evidence, the matter was taken under
submiscicn subject to the late filing of Exhibits Nos. 4 ané 10,
cnd final subaicsion was effective on November 18, 1957. Bectouce

ne full record was made or attempted to be made on applicant's

rate case in chief, the Commission now is solely conserned with the

cmergoney ospacts ol the Denquest for interim relief.

Applicent wes ovpanized in 1951 for the purpose of
supplylag vater service in portions of Orange County. Its grovth
nas been ropid. In June ¢f 1953 it reported 377 customers, in
June of 1956, 12,193, and at present approximately 19,000. Since
the incenticn of its operotions, it has not épplied for an increase
in rotes 'mtil the filing of the precsent apolicetior, and it now
asseris it 1s in an emergency financial condition, that it has been
wable to liquidate its obligations, and that it hae been uneble to

attract the carital necessary <o expand its system.

In nresenting its renvest for interinm reliel, applicent

has submitted financial stetements showing its resources and lia-
bilities, its results of onercticn and its cash position.
Similarly, % staff accounting witness, following a limited
examinction of the company's records, nresented a series of
exhivits demicting the company's balance sheet, income stateoument

and securces and application of funds.

The exauination of the comwany's records by the staff accountant
was reportedly incomplete at the time of the hearing and the
exhibits he precented have been stated to have been vrepared
without audit.
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the following balance sheet, indicating the company's
fiaancial position as of August 31, 1957, wzs prepared from Exhibit
No. 2:

Assete

Investment -
Utllity plant, less depreciation 83,742,899
vecuet -
Advances lor conctruction 2,618,532
Contributions for construction 75,012
Net utility »lant $1,048,355
Nonoperative property 72,138
current assets -
Cash
Accounts receivable
Materlals and suonlies
Prepayments 5
Total current assets (9. 512

Total $1,179.00
Liabilitles and Canital

Long-term debt & 62,313
Current liabilities 623,208
Capital -

Common stock $ 8,000

Capital surplus 348,063

Retained earnings 21

Total capital 484,484
Total $1,170.005

The following iz 2 summary statement of the comrany's
operating revenues and expenses:

1. 9 57
1956 Jan.=Aur. Annualized

Revenues from water sales 8485,474 $422,898 $634,,000
Operating expenses 386,329 _3C4.75¢ 552,000

Operuting income belore
income taxes $ 9,145 $ 28,132 $ 42.000

The testimony shows that during 1957, applicant, for the
first time, accrued officers' salaries at the rate of $5,000 a

month and that, among other things, it charged $4,161 to exnense

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

owned by Dyke Lansdale,u $8,834 for public relations, 5,636 for

2/
Anplicant's then president.
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nromotion, and $7,157 for travel expenses including numerous trips
nf one of its employees to Sacramente in connection, in part it

least, with matters other than those pertaining te apnlicant.

However, acdjusting for these items and making allovance
for reasonable maintenance expenses and general office salaries,
depreciation, ad valorem taxes, payroll taxes, pumping taxes and
for taxes on income, it apnears that a2pplicant, carningswise, has
been realizing something less than what normally is considered a
reasonable return. As to its cash position, the record is clear
that applicant's finances have become progressively worse. It
had, as of August 3L, 1957, current assets of $49,512, including
cash of only $135, as compared with current liabilities of
$623,208. It is faced with construction expenditures, according
to Exhibit No. 6, of $1,638,800 to obtain and utilize Metropolitan
Water District water, and it has been and will be called unon to

malke substantial cash outlays to refund advances for construction.

4 statement showing applicant's cash experience during the first

eight months of 1957 is as follows:




A.39303-8 FL

Not income from omerations alter
deferred federal income taxcs

Revenue charges not requiring
current expenditures:
Desreciatlion
peferred federal income taxes
Totzl from operwutions
Plus:
Frem cash increases in advances for
construction
From contributions in aid of
construction
From fund on devnosit on cquipment
From decrease in working canital
Total funds provided

& 84,620.20

13,201.00

Seid funde were applied as follows:

To increases un utility plant assets
Land, land rights and wells
vater distribution system:
Structures andéd improvements
Punping equipment
Reservolrs and tanks
Transmiscsion and distribution
nmainsg
Services
Meters
dydrants
Tquipment:
0ffice furniture and zouinnent
Transportation equinment
Tools, chep and garage ecuinment
Total vtility plant assets
Deduct work done by land subdividers
and not requiring curront
expenaitures

6,923.13
42,180.36
7,16%.66

206,607.90
12,487.29
6,066.22
25.451.07

6,720.67
9,349.98
858.6¢

To decrease long-term debt
To decrease in long-term portion of
amounts cdue in advances for construction

Total funds applied

$ 19,236.19

$7.82].20

117,057.392/

181, 471.85

6,311.71
46.29

128,717.16
@Agggeoé.@o

306,885.63

17,028 .54
348,200.26

301.
237,858.65
5,422.97
190,282.78

$433.604. 40

Applicant's accounting witness testified that the "total funds
provided from operations was the sum of $117,057.39" (Tr.

Vol. I, pages 39 and 40).
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In passing on this matter, it is noted that applicant's
cmergency condition is due not so much to the inadenuocy or
insufficicney of its rates but to its unsound capitalization in
the form of excessive amounts of advances collected from sub-
dividers. Applicant is undercapitalized and has insufficient
working capital. It has provided approximately 78 per cent of its
plant costs with borrowed money in the form of subdividers!
advances and 1s faced with making axnual repayments on its debt in
amounts greater than it can generate internally cr borrow f{rom
outside sources. The preceding statement cshows that during the

first eight months of 1957, applicant's operctions produced cash of

$117,057 but that during the same period, it repzid advances of

$190,282 and made substantizl capital additions by depleting its

working cash and deferring payment of current lizbilities.

Because of the »nresent financial condition of the appli-
cant we find, from the evidence, that the ability of the apnlicant
to continue to furnish reasonable service to customers entitled to
receive 1ts service, is in serlious jeopardy. In the circunstances,
we find that the public interest requlres that applicont's
customers be furnished reasonable service and, in order to furnish
such service, applicant must roceive interim rate relief. Based
unon the evidence now before us and the exigent circumstances
existing, we will authorize appiicant to increase its monthly

residential flat rate from $3.00 to $3.75.

An increcase in the basic flat rate for a single family
residence will also require a proportionate adjustment of apnli-~
cant's other flat rotes under its general flat rate service
schedule in order to maintain 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 corresvondingly increase the rates and charges in
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apoplicant's general metered service schedule. The order nerein
will provide for these ineroased charges. The Commission finds
as a fact that the increa,esin rotes and charges authorized herein

are Jjustified.

The Commigsicn reserves its finul findings and conclu- K
sions on applicant's operating practices, its acdjusted coperating
revenues and expenses, 1ts rate base, rate of return, final rates
and allied matters until the conclusion of applicant's main case

for a rate increase, and the issuvance of a final decision herein.

INTERTM ORDER

First amendment ol the application 2s above entitled
having been filed, public hezrings having been held, the matter

having been submitted and now being ready for decision, therefore

IT IS HEREBY ORDERED that Dyke Woter Company be and it is
authorized to file in quadruplicate with this Commission after the
effective dute of this order, in conformity with the Commission's
General Order No. 96, the schedulecs of rates shown in Appendix A
attached hereto, angd, upon not less then three days! rnotice to the
Commission and to the public, to make said rates effective for

service rendered on and after January 1, 1958.
The effective date of this order shall be ten days aftér
the date hereof.

Dated at  San Francised ,» Californja, this _/ 2 *J/day

of /CID/TV-“WA/\_/ , 195’ f
. vhﬂﬂ§~ 4.
o 'reQiﬂent
“— Al .- A' a A‘A’
///’o::./‘
ﬁ /}séo_;%
" Commissioners
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APPENDIX A
Pago 1 of 2

Schedule No. 1

GENERAL METERED SERVICE

APPLICABILITY

Applicable to all motored water service.
TERRITORY

Porvions of the incorporated cities of Anaheim, Barber City, Gerden
Grove, Huntlngten Boack, Midway City, Santa Apa, Stanton, Westminster, amd
adjacent territory, Orange County.

RATES
Por Moter
Dar Month
Quontity Rates:
First 1,000 cU.fte OF 1693 evecosearaccnconsansann $ 3.25
Noxt 1,000 cu.fte, por 100 CUcf™e vececesossacnan «19
Next 1,000 cuefte, D02 100 CUefte secocasccencnee -18
Over 3,000 cu.ft., por 100 ¢Vefte ececcoccarcncees 15
Minirmm Charge:
For 5/8 % 3/4=inch MEtOTr eceeeccenccrsancasacscncs $ 3425
For 3/4=10Ch MELOT weevencrncencennnnnsonces 3.50
For l‘-inCh metel‘ [ ES R RN ENEREENNENNWNN NI RN NN WY 3080
For 1—1/2—11’1(!11 meter L AR R R R AR RN NN R RN NN RN NN NI LQAO
For 2-inCh metor [ E XN R NE RN XE R NN NN NN Wiy 5-35
FOI" 3-5.1'1611 m@ﬁer sSssscenNERREsTRRRTERRUBORORS 8-75
For 4minCh MOLET sesossssaccncsrcosnncnons 12.25

The Minimum Charge will entitle the customer
to tho quantity of water which that mirdimum
charge will purchase at the Quontity Rates.

|
|
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APPENDIX A
Pege 2 of 2

Sehedule No, 2

GENERAL FLAT RATE SERVICE
APPLICABILITY

Applicebile to all water service furnished on a flat rate basis.
TERRITORY

Portions of the incorporated cities of Ansheim, Barber City, Garden
Grove, Huntingtor Beach, Midwey City, Santa ina, Stanton, Westminster, and
adjacent territory, Cramge County.

RATES
Per Sorvice Connection
nor Month

1. Single family residence, including premises
vot exceeding 10,000 0Q.fT. 4TC2 ceeecnncsane $ 3.75

&. For cach additional residence on the samo
promises and served from the same service

CONNCCUION sesnscsanncrnansassossnccsonns 1.75
b. For each 100 sq.ft. of area iIn excess of
lo,ooo Sq'ft. LE X N EREERE NN ERENENSEENNEFENENNNEYYEY ] .04
¢. For each swimming pool, in addition to
the ragﬂar ﬂat rnte [ AR EEEENENFEENEEENFEFEY ] 6000
2. For each store, morket, OF SHOD ceeessssvcnes 2,75
3. For each service statlon veceevesssccesosccss 5.00
4e For each hospitol, DPOr 1O ceeecerserssoncens 1.25
5. For each clinic, including premises not in
excoss of 20,000 5q.%. In Y68 seeecercorene 45.00
a. For each 100 sq.ft. of area in excess
of Z0,000 sq.ft. [ E R N AN NN Y] LR RN R NN NN W N WY WYY .041

SPECIAL CONDITIONS

1. The above flat rate charges apply to service comnectilons not largor
than 3/4~inch in diameter.

2. Al service not covered by the above classifications will be
furnished only on a metered bosis.

3+ A moter may be installed at option of utlility or customer for above
classifications in which event service thereafter will be furnished only on
the basis of Schedule No. L, Goneral Motored Sorvice. When o meter is
installed at option of customer, wmetered service must be comtinued for at
Joast 12 months before service will again be furnished at flat retes.




