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Decision No. 
68272 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
DYKE WATER COMPANY, a corporation~ ) 
for ~n order authorizing it to sell~ ) 
transfer and convey a major portion ) 
of its water service system and ) 
utility plant in Orange County, ) 
California, to the CITY OF GARDEN ) 
GROVE WAXER CORPORATION, a non- ) 
profit corporation under provisions ) 
of Section 581 of the Public Util- ) 
ities Code, and for said City of ) 
Garden Grove Water Corporation to ) 
lease said water system to the City ) 
of Carden Grove. ) 

Application No. 46889 
(Filed August 14, 1964) 
(Amended Sept. 23 and 

October 14, 1964) 

Thomas W. Martin, for applicant Dyke Water Company. 
orrick, Dahlquist, Herrington & Sutcliffe, by 

Joseph J. Hughes, for applicant City of Garden 
Grove Water Corporation. 

Willard R. Pool, for applicant City of Garden Grove. 
Milford W. Dahl, for Orange County Water District; 

Charles L. Stuart, for Southern California 
Water Co.; R. Randall Stoke, for Howard Morf; 
Kinde+ ~ ~Q~.60nJ by Bruce W. 5umner, for Bunny 
Homes, Inc •• et al., interested parties. 

C~il M. Scroyan. w~th James F. Haley and Ken1~ 
Tomita) for tne CommiSSion staff. 

OPINION -------
By this application, as amended, Dyke Water Company (Dyke), 8 

public utility water corporation operating in portions of Orange 

County, seeks authority (1) to sell and transfer a major portion of 

its system to City of Garden Grove Water Corporation, a non-profit 

corporation, (2) to establish an "Advances Trust" for the refunding 

of contract obligations in connection with advances for construc­

tion, and (3) to stand relieved of its public utility obligations 

pertaining to the system to be transferred. The City of Garden 

Grove Water Corporation and the City of Garden Grove have joined in 

the application. Public hearing in the matter was held before 
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Examiner Emerson on October 14, 1964, at tosAngeles. The last of 

three late-filed exhibitsl was received on October 26, 1964, and 

statements of counsel were received on October 28, 1964. The matter 

is submitted and is ready for decision. 

The portion of Dyke Water Company's system to be trans­

ferred is the same property involved in the just compensation 

proceedings of Application No. 44634, filed by the City of Garden 

Grove on July 12, 1962. This portion involves about 73 percent of ., 
Dyke's present system and 11,800 service connections, about 2,000 

of which lie outside of the city limits of Garden Grove. Generally 

speaking, the portion of the system to be transferred is located 

within the area south of Cerritos Avenue, north of Edinger Avenue, 

east of Bolsa Chica Road and west of Placentia Avenue and the Santa 

Ana River, Orange County. 

City of Carden Grove Water Corporation is a non-profit 

corporation, without capital stock, organized for the primary pur­

pose of acquiring the subject water facilities and leasing the same 

to the City of Garden Grove. This corporation will issue bonds in 

the principal amount of $3,750,000 and upon their sale will 

acquire the Dyke properties for the same amount of cash. Rental 

payments to be made to the corporation will come from water reve­

nues collected by the City of G4rden Grove, which city will operate 

the water system, in conjunction with its eXisting muniCipal water 

department, under lease for a term ending March 15, 1995. Upon 

completion of the term of the lease, title to the properties will 

vest in the city, in accordance with the Articles of Incorporation 

which provide that I:upon any liquidation, dissolution or winding up 

of the Corporation, after paying or adequately providing for the 

debts and obligations of the Corporation, the directors shall 

1 Exhibits Nos. 17, 22 and 23. 

-2-



A.46889 ~'TB 

distribute and transfer all remaining assets of the Corporation 

to the City of Garden Grove .. " 

The terms and conditions of the transfer are contained 

in a "Memorandum Agreement" entered in:o on August 12, 19642 and 

in an "Administrative Agreement" dated October 6, 1964,3 concern­

ing service :0 tr3cts 2042, 3043 3nd 3010 located within the City 

of Westminster. 

The sale is to be made free and clear of consumers' 

aGvances for construction. Agreements covering such advances 

constitute contingent 0= un~tured obligations of the uti1ity.4 

The amounts of repayment, in most instances, depend upon the reve-
I .. 

nues derived from the various extensions for whieh the utility 

received construction advances. 5 As of June 30, 1964, the unpaid 

agreement balances pertaining to the Garden Grove portion of the 

Dyke Water system totaled $732,918.61. Past-due main extension 

refunds (soce of which were due in the years 1961 through June 30, 

1964) together with payments falling due at time of sale, total 

$234,682.77. The amounts of future payback ove~~ the years to 1979 

(the year in which t~e latest agreement terminates), as well as the 

~ounts of advances which will not payout at maturity, depend in 

2 Exhib!t No. 3. 

3 Inter.Department Memorandum 7 contained in Exhibit No. 19. 

4 It should be particularly noted that each and every construction 
advance agreement has heretofore been authorized and that Dyke 
has been directed to carry out the terms thereof. (See Decision 
No. 61642, ordering paragraph 10, Application No. 42454.) 

5 In this respect~ the order herein will provide that the City of 
Garden Grove, following transfer of the system and as operator 
of the system, must initiate and maintain, until each refund 
agreement has run its course, such records as will permit ready 
determination of the revenues actually received from each exten­
sion in accordance with the terms of each of the agreements 
pertaining thereto. 
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great ~easure upon the future revenues to be collecte~ by the City 

of Garden Grove under the metered water rates of that city. Since 

the Dyke system is presently a flat-rate system and the city oper­

ated system will be metered, the revenues to be received and the 

resulting payouts cannot be forecast with certainty. A total of 

$81,580.42 of advances were covered by contracts which had expired 

as of June 30, 1964. While the evidence contains an estimate that 

some $102,817 of advances may not in the future payout at maturity, 

such estimate assumes that flat rates will continue into the future, 

a condition which is not expected to prevail under the City's oper­

ations, except for a limited period of time. This estimate is not 

reliable, in view of the evidence respecting water rates. A more 

realistic estimate, in the judgment of the COmmission, is that only 

approximately $80,000 of advances 'will not payout in the future. 

Thus, a reasonable estimate of future refucds payable becomes approx­

imately $336,655. Dyke proposes to set up a trust fucd of only 

$175,000 for repayment of these obligatioDs.6 

\ The $732,918.61 of unpaid agreement balances hereinabove 

referred to does not include unpaid balances on contracts relating 

to the portion of the system earlier sold to the City of Anaheim 

pursuant to Decision No. 65860 in Case No. 7586. CWe hereby take 

official notice of said decision and of decisions supplemeDt~l 

thereto.) Said Decision No. 65860 provided for the establishment of 

an "Advances Trust" of $200,000 for p,ayments on Anaheim refu~d 

contracts, but that amount, by itself, will not be sufficient for 

that purpose. With the sale of the Garden Grove portion of the 

compBDY's system, the principal other source of revenue for refund 

payments on the Anaheim contracts will be lost to the company_ It 

\ 
\ , 

\ 

/ 

\ 
I 
I 
I 
\' 

is therefore fair and reasonable that the trust fund required herein / 

for refund payments on cont~acts relating to the Garde~ Grove portion~ 
6 See proposed Agency Agreement, EXhi6it No. 23. 
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of the system be ~ade subject a~so to refund ob~1gae1ons relaCing co ) 

the portlo~ of the system sold to the City of Anaheim. The order 
i 

herein will so provide. 

By action of the City Council of the City of Garden Grove,7 

the city will charge the s~e water rate to customers of the Dyke 

system as it charges its own customers irrespective of whether or 

not the Dyke system customers are within or without the city limits. 8 

The City's basic water rates are for metered service. As the City 

takes over unmetered service areas, its flat rates will be applied 

UDtil such time as water meters are installed. The City's basic 

residential rates are presently 150 percent of Dyke's charges. 

Dyke Water Company's account with the OraDge County Water 

District shows unpaid replenishment assessments (commonly called 

pumping taxes) for the period July 1, 1963 to October 1, 1964, with 

interest thereon of a total of $128,081.49. these unpaid assessments, 

plus current assessments, are to be paid from the proceeds of the 

sale of the Dyke system to the City of Garden Grove Wate: 

Corporation. 9 
10 

By an earlier deciSion pertaining to the Dyke water 

system, in 'which were included the properties herein under consider­

ation, Dyke Water Company was ordered to repay certain contributions 
11 

which had been unlawfully exacted from various persons. the 

7 Resolution No. 2818-64, passed October 6, 1964; Exhibit No. 14 
in this proceeding. 

8 Exhibit No.7, as modified by Exhibit No •. 14. 
9 Exhibit No. 18~ 

10 D~cision No. 61642 issued March 13, 1961:1n App1ica~ion No. 42454, 
of which the Commission takes official notice. 

11 Ordering paragraph 4 of Decision No. 61642 and Appendix A to said 
decision. 

-5-



e 
A. 46889 GH** 

specified repayments to be made totaled $39,946.77. The Commdssion 

takes notice that none of the ordered payments have in fact been 

made. By the same decision, Dyke Water Company was ordered to enter 

into written agreements with certain persons with whom the utility 

should havetheretofore, but had not, executed refund agreements. 12 

The prospective refunds involved, totaled $22,934.60 as of March 13, 

1961. The Commission takes notice of the fact that Dyke has not 

filed the agreements as ordered. 

Proposed Escrow Instructions and a proposed "Agency Agree­

ment," the latter pertaining to trust funds, together with state .. 

ments of counsel and certain agreements respecting refunding of 

advances, are in evidence. l3 Among other things, Dyke's proposal 

to enter into an "agency agreemeDt" rather than a trust agreement 

for the refunding of construction advances is inappropriate. So, 

also, is the proposal to permit Dyke's stockholders to CODvert 

personally-acquired refund contracts for the entire balances thereof, 

because such an arrangemeDt would create aD unreasonable discrimina­

tion as betweeD contract holders. 

Among the duties of this Commission, when public utility 

properties are to be transferred, is that'of assuring that the 

transfer will not be adverse to the public interest ano, in cases 

like the present where a partial oisposition of operating properties 

is proposed, that the utility's applieati~n of funds received from 

the dispOSition are made in such a manner as to appropriately dis-
. , 

charge its public utility obligations consistent with the utility's 

continuing obligation to render adequate service to the public with 

12 Ordering paragraph S of Decision No. 61642 and Appenaix B to sald 
deciSion. 

13 Exhibit No. 23. 
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its remaining properties. Dyke Water Company, ,after the transfer 

proposed in this proceeding, will have fewer than 4,500 customers 

remaining and something less than 19 percent of its original plant. 14 

This is of significance in several respects, the most important of 

which is that the remaining system operations must not be so finan­

cially burdened, as the result of partitioning, that the utility may 

not meet its obligations to its remaining creditors or that its 

remaining customers will be ~mreasonably charged or receive less than 

adequate service. In the authorization hereinafter granted, suitable 

provisions will be made to assure protection of the public interest 

in such respects. 

The Commdssion finds as follows: 

1. The proposed transfer will not be adverse to the public 

interest provided that there is full compliance with each of the 

conditions hereinafter ordered. 

2. The public interest requires that a "Construction Advances 

Trust" be established in the'initial minimum amoUIlt of $359,600. 15 

3. the action taken herein shall in no manner be construed 

to be a finding of the value of the property authorized to be tl:ans­

ferred. 

The Commission concludes that the proposed transfer and 

lease should be authorized under the terms and conditions set forth 

in the following order. 

14 Portions of its system have been transferred to the city of 
Anaheim and to the City of Huntington Beach. Upon transfer of 
the Garden Grove $ystem~ only the Westminster system will remain 
and that remainder is the subject of a just compensation action, 
presently before the Commission, by the City of Westminster. 

15 This total is a rounded amount, made up of the two basic amounts 
of $336,655 for future refunds and $22,935 for refunding agree­
ments heretofore ordered by Decision No., 61642. 
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ORDER - ----
IT IS ORDERED that: 

1. On or after the effective date of this order aDd on or 

before March 31, 1965, Dyke Water Company may transfer and sell to 

City of Garden Grove Water Corporation and the latter may lease to 

the City of Garden Grove, that portion of its public utility water 

system described in the application herein and generally known as 

its Garden Grove system, in accordance with the terms and conditions 

contained in the following doc~ents: 

a. "Memorandum Agreement" dated August 12, 1964, 
as said agreement appears in Exhibit No.3 
in this proceeding, except that said 

"Memorandum Agreement" shall be modified by 
striking from paragraph E (ii) thereof the 
figures $250,000", as the same appear on 
page 6 of said agreement, and substituting 
therefor the figures "$359,600", 

b. "Administrative Agreement" dated October 6, 
1964, as said agreement appears in an "Inter­
department Memorandum" of such date in 
Exhibit No. 19 in this proceeding. 

c. ttLease", undated, as the same appears in 
Exhibit No.' 6b in this proceeding, and 

d. "Declaration of !rust", undated, as the 
same appears in Exhibit No. 6c in this pro­
ceeding. 

2. The foregoing authority to transfer and sell, is condi­

tioned upon full compliance with each of the follo~ng ordering 

paragraphs Dumbered 3 through 7, both inclUSive, and said compliance 

shall be a condition precedent. 

3. Dyke Water Company shall have refunded all customers' . 

deposits (in ACCOUDt 227 and pertaining to the system to be trans~ 

ferred) ~hich customers are entitled to have refunded, with interest 

thereon computed in accordance with the tariffs thereto pertaining, 

and shall have filed in the record in this proceeding a verified 



e 
A. 46889 GH* 

4. ProvisioDS for disbursemeDt of the proceeds of the sale 

hereiD authorized shall have beeD made in accord with those set forth 

iD Exhibit No. 23 (revisioD of Exhibits Nos. 12 and 13) in this pro­

ceeding, except that said escrow instructions from Dyke Water Company 

shall have been modified or amended in such manner as will also 

assure: 

a. Payment of $359,600 in cash into an interest 
bearing trust fund, to be known as the 
"Construction Advances Trust", with Farmers & 
Merchants trust Company of Long Beach as 
trustee thereof (in lieu of the amoUDt of 
$175,000 and the "agency" designation of said 
trust company specified in paragraph (e) of 
seller's instructioDs as they appear in said 
Exhibit No. 23). . 

b. Payment in cash to Howard Morf, 1770 East 
Valley Road, Montecito, Santa Barbara, 
california, of the sum of $98,972.51 and the 
sum of $17,401.43 for a total amount of 
$116,373.94 representing refunds and balances 
of advances due upon sale of utility proper­
ties to the City of Garden Grove Water 
Corporation and to the City of Anaheim. 

c. Payment in cash to each designee listed in 
Appendix A attached to this CommissioD's 
Decision No. 61642, issued March 13, 1961, 
in Applieation No. 42454, of the sum of 
money set forth opposite the name of eaeh 
such deSignee, to a total of $39,946.77; 
and also providing that any of such mODies 
which cannot be so paid shall, on close of 
escrow, become the property of the State 
of California and shall be paid into the 
Treasury of the State of CaliforDia. 

d. That the sum of "approximately $230,904.72" 
referred to in Paragraph (c) of said escrow 
instructions shall be changed to $234,682.77. 

\ 
\ 
\ 
\ 

e. That the "detailed prepared statements" 
referred to in Paragraph (e) of said. escrow . 
instructions shall not be accepted by the 
escrow company unless approved in writing by 
this Commission or by the Chief, or Assistant 
Chief, of this Commission's Division of Finance 
and Accout'lts. 
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f. That said "detailed prepared statements" shall 
not include any payments made or to be made pur­
suant to Subparagraph b of this Paragraph 4 of 
this Order. 

g. That ~y balaDce of the $234,682&77 (refc:red 
to i~ Paragraph (e) of said escrow instructions, 
as modified by Subp3rag:aph d of this Paragraph 
4 of this Order) ~hich shall r.emain after pay­
ment pursuan~ to said "deta.:tled prepared otot(:­
me~es" (as a?proved iIl accc:-dG.:lce "lith Sub­
psr".graph e of this Pa:::ag:llph 4 of this Order) 
sh~l: be paid by the escrow company into the 
ItCo~struc~ion Advances Trust" referred to in 
Subpar~greph a of this ?cr~graph 4 of this Order, 
to 'be thereafter hole ace disbursed in the same 

\ 
\ 

\ 

ma~~er as the $359,600 referred to in said Sub- : 
pa~egra,h a. (ifj! 

~ 
h. That said "Construction Advances Truc;t" (referred I' 
~ to ir. Subparagraphs a and g of :his Paragr3ph 4).J,.J.lt<,.J+c:t 
@; i&f this OIde~ to payment of eny a~d all refund i 

obligations of Dyke Water Com,any on the refund I 

contracts applicable to property transferred eo 
the City of A~~heim pursuant to this Co~issioo~s 
Decision No. 55860 (and decisions supplemental 
the=eto) in C~se No. 7586; i=ovided that this Sub­
parag~a,h h shall be operat va oory after ex-
haustio~ of the "A-:lvanc~s Trust" established 
pur:cant to ssid Decision No. 65860 a~d decisio~s 
sup?leme~tal tbereto. Following e~~~ustion of 
said "Adva.nces Trust", the "Construction Ad".>';.lnces ,/ 
Trust" referred to in S'.:6paragr.a:pho a .:l~d g of this 
Paragraph 4 of this Orde= sh.;i.!.l be subj e.ct to pi"V- / 
meots pursuane to this Subp~I.~~er~.?h h 0:1 an eqTJal 
basis with po.j":lento p'.lrs~l.~:lt to Su.bp.:lre.g'!:'cphs. b 
and c of Paragraph 1 of A?pc~cix A hcre~o. 

5. Dyke Water Company and Ci~J of Garden G:ove Water Co:por~­

tiOD shall have jointly filed in this proceeding a true copy of 

such escrow instructions. 

6. Dyke W~ter Company, through its e.scrow age~t as oroered 

i~ par~graph 43 herein~bovc, shall have cst~blished the afores~1d 

"Construction Advances Trust" by means of an executecl trust agree­

ment with F~ers & Merchants Trust CO~PaDy Of Long Beach as trcstce 

and shall have filed in this proceeding a true copy of the trust 

agreement as executed. 

7. The aforesaid trust agreement and the administretion of 

said trust shall be as set forth in Appendix A attached to this 

order. Amendment, modification, revocation, cancellation, or 

-10-
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supersedure of said trust agreement may be made only upon the written 

authorization of this Commission. 

8. If the a~thority to transfer, sell aDd lease hereinabove 

specified is exercised, Dyke Water Company shall transfer and deliver 

to the City of Garden Grove copies of such records, memoranda, con­

tT.~cts, maps and papers as may be necessary or convenient to said 

city for the purposes of determining statements of revenues collected 

by tracts, together with such copies of customers' accounts, as will 

permit ready determination of statements of accounts for each water 

user at any ti~e served by the system involved in this proceeding. 

Further, the City of Garden Grove shall file in this proceeding a 

stipulation that it will keep the same until at least December 31, 

1980 and that it will in addition set up and maintain such accounts 

~d records respecting collection of revenues received under its 

operation of the transferred and leased system as will permit determi­

nation of the refund obligations specified in this opinion aDd order 

~d that it will permit examination of these records by either Dyke 

or its agent and by this Commission at all reasonable times to and 

including December 31, 1980. The leaSing by the City of Garden Grove 

of the properties herein' concerned shall constitute consent by it 

to this condition and all other conditions of the deCision herein 

a?plicable to said city. 

9. Within ten days following the date of transfer, Dyke Water 

Company, City of Garden Grove Water Corporation and the City of 

Garden Grove shall jointly inform this Commdssion in writing of the 

actual date of transfer and of the date upon which the latter 

~ll~ 
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shall have assumed operation of the water system herein authorized 

to be transferred. 

The effective date of this order shall be the date hereof. 

-:,;t!- Dated at ~ ~~, california, this 

:;;"$ " da.y of~ ~ 1964 .. 
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APPENDIX A 
Page 1 of 10 

TRUST AGREEMENT 

This agreement, made and entered into this _____ day 

of ____________ , by and between Dyke Water Company, a 

California corporation, hereinafter called "Dyke" and Farmers & 

Merchants Trust Company Of Long Beach, a California corporation, 

hereinafter sometimes called "Trustee", at Long Beach, Ccl.ifornia, 

WITNESSETH: 

WHEREAS, Dyke has delivered to Farmers & Merchants Trust 

Company Of Long Beach, as escrow agent, certain escrow instructions 

directing said agent to disburse the proceeds of the sale of a 

portion of Dyke's property to the City of Garden Grove Water Corpo­

ration, and 

WHEREAS, it is contemplated that said Farmers & Merchants 

Trust Company Of Long Beach shall also act as Trustee for a portion 

of such proceeds, in the minimum sum of $359,600, and 

WEEREAS, the Public Utilities Commission of the State of 

California, by Decision No. 68272 
______ , issued --I'HI8~v-S!e~sH'Q~S+4--

1964, ordered that Dyke may transfer to the City of Garden Grove 

Water Corporation, part of its water system as described therein, 

upon certain conditions, among which is one establishing a trust 

account in the principal amount of $359,600 with certain possible·' 

add1cions as provided in said decision and others of which are 

as follows: 

"6. Dyke Water Company, through its escrow agent as 
ordered in paragraph 4a hereinabove, shall have 
established the aforesaid 'Construction Advances 
Trust' by means of an executed trust agreement 
with Farmers & Merchants Trust Company Of Long 
Beach as Trustee and shall have filed in this 
proceeding a true copy of the trust agreement as 
executed. 

"7. The aforesaid trust agreement and the adcinistration 
of said trust shall be as set forth in Appendix A at­
tached to this order. Amendment, modification, revo­
cation, cancellation, or supersedure of said trust 
agreement may be made only upon the written author­
ization of this Commission." 

... 
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APPENDIX A 
Page 2 of 10 

TRUST AGREEMENT 

WHEREAS, this agreement is entered into to comply with the 

above referred to conditions: 

NOW THEREFORE, the parties hereto agree and covenant as 

follows: 

1. Trustee agrees to set aside out of said proceeds and to 

hold the sum of Three Hundred Fifty-Nine Thousand Six Hundred and 

no/100 dollars ($359,600), together with any furtber sum added thereto ~' 

pursuant to ordering paragraph 4g of the aforesaid decision, as ~' 

trustee for the following uses and purposes. 

a. To invest and reinvest said sums. 

b. From said sumsand the interest earned thereon, Trustee 

shall in the month of July each year hereafter, or as soon there­

after as practical, pay to holders and assignees of the con­

struction advance refund contracts listed below, such sums as 

shall be due thereunder for the preceding twelve months' 

period, until the amount due under said contracts is paid in 

full or until the term of each contract expires, whichever 

occurs first.. The sum due under each of said contracts in 

each year shall be certified to Trustee by Dyke in writing .. 

Upon receipt of said certification, Trustee shall present a 

true copy of said certification to the Public Utilities 

Commission of the State of California and upon written 

instructions respecting the same from said Commission, and 

not before, Trustee shall make payment in accordance with 

such written instructions. 
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Tract 
No. Contra.et Holder -

1286 Ralph M. Davis 

J425 Virginia Va.n Skike 

1436 Eureka Homes, Inc. 

l475 Moore Built Homes 

1698 lst Invest.Serv.Co. 

1830 Banner ~est.Co. 

1868 Moore Built Homes 

1592 S.Harrod-P.Murphy 

2027 1st Invest.Co. 
Valley View lnv.Co. 
Columbia lnv. Co .. 

2036 Build.ers Mort. Co. 

2063 Atlantic-Pacific Co. 

2083 and. 
2166 Arleta, Central, 

Consumers Develop., 
Co1'llDlbia, L.A. 
Accept., 1st Invest. 
Co. 

2091 Stoll Invest. Co 

2097 J.Ray Const.Co., 
Sunny Homes, Inc. 

APPENDIX A 
Pa.ge :3 or 10 

TRUST AGREEMENT 

Original 
Date ot: 
Contract Terms -
4-14-55 35% 10 yrs. 

12-19-55 22% 20 yrs. 

11-10-55 35% 10 yrs. 

2-23-55 35% 10 yrs. 

8-:30-54 100 pet 

2-2-55 100 pet 

3-15-55 35% 10 yrs. 

6-2-55 35% 10 yrs. 

5-3-55 100 pet 

12- -58 22% 20 yrs. 

6-8-55 35% 10 yrs. 

5-2-55 100 pct 

7-2-55 35% 10 yrs. 

4-14-55 35% lO yrs. 

2lO0 Atlantic-Pacific Co. 12-14-55 2.2.% 2.0 y-rs. 

2142 Land Estates, Inc. 1-20-56 22% 20 yrs. 

2146 Ernest A. Wilson 5-11-55 35% 10 y,t'S. 

2182 Ajax Palos Verdes Co. 
Assig.A .J. & 
N. E. Ar.dre'Ws 4-18-55 35% 10 yrs. 

2191 Royal Crest Homes, 
John E.& Vivian 
Gordon 2-10-55 35% 10 yr3. 

2216 Alex K. Ginsburg 4-ll-55 35% lO y:-s. 

Present 
Balance 

atter Pay-
ment all 

Original Expira.tion Re1'unds 
Amount Date thru6-6~ .. 

$ 7,,015.95 4-14-65 $ 2,482.34 

$15,853.10 12-19-75 $ 10,,906.10 

6".390.00 11-10-6; $ 1,,892 .. 80 

$11,779 .. 58 2-2.3-65 $ 3,134.04 

$2.2,800.00 $ 2,964.89 

$10,,769.55 $ 1,264.62 

$ 7,269.22 3-15-65 $ 1,699.61 

$, 3,$38 .. 00 6-2-6; $ 736 .. 39 

$22,530 • .39 $ 6,074.74 

$ 7,062.25 12 .. -7$ $ 5,418 .. 94 

$ 5,200.00 6-8-65 $ 2,285.34 

$25, 791.:u. 5,SS8.35 

$10,250.00 7-2-65 3,019.97 

$12,334.49 4-14.-65 $ 2,993.38 

$13,,300.00 l.2-14-75 $ 8,091.13 

$ 3,039.24- 1 ... 20-78 $ 1,875.39 

$10,554.68 5-ll-65 $ 1,727.;6 

$16,703.69 4--18-65 $ 1,794.32 

$12,779.07 2-10...65 $ 7,')87 • .37 

$ 4,809 .. 40 4-~5 $ 2,052.33 
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TRUST AGREEMWT 

Pre~ent 

Balance 
after pay-

Original men't·a.:u 
Tract Date or Origina.1 Expiration Ref"llnds 
No. Contract Holder Contra.et ~ _Amount_ Date thru 6-64 -

2224 Cr. G. Properties :3-:31-55 :35% 10 yrs .. $ 8,741.78 3-31-65 $ 3,728.;1 

2232 Ar1stocrat Homes 6-23-55 35% 10 yrs. $ 4,969 .. 00 6-23-65 $ l,233.83 

2276 Ajax Const. Co. 
J obn, June Ea.~tma.n 1-24-55 35% 10 yr~. $ 2 .. 678.75 l-24-05 $ 198.13 

2283 Katella House 
Dale, Francis Turner 4-5-55 35% 10 yrs. $ 4,803.49 4-s-6S $ 1,815.37 

2283 Ma.rkev House, Dale, 
Francis Turner 4-5-55 3'% 10 yrs. $ 4,803.49 4-5-65 $ 1,7J.h.74 

2289 Robertson Invest.Co. 4-2-55 22% 20 yrs. :$ 9,857.38 4-2-75 $ 4,938.09 

23ll Caoe.b.ome 1 Ine .. 1 2-28-55 35% 10 yrs. $42,551.60 2-28-65 $ 16,339.28. 

2328 Moore Built Homes 3-15-55 35% 10 yrs. $ 7,979.97 3-15-65 $ 2,2l5.29 

2352 R. Davis, A. Duff 4-4-55 35% 10 yr~. $ 6,988.7; 4--4..6; $ 1,314.06 
, 

2376 George, Stanley and 
J. R. Se.ndstrom 6-23-55 35% 10 yrs. $ 3 .. 102 • .30 6-23-65 $ l,201.24 

2383 Roberts Davelp. Co. 1- -56 22% 20 yrs. $10,629."14 1- -76 $ 7 .. 657.09 

2384 Roberts Dove1p. Co. 3-18-58 22% 20 yrs. $ 955.00 4-lS-7S $ 6l9.48 

2404 Randale One, Ine. 2-17-58 22% 20 yrs. $ll,852.00 2-17 ... .,8 $ 9,140.90 

2419 Ralpb. B. Robb1ns 7-28-55 22% 20 yrs. $28,;0;.15 7-.28-75 $ l8,l91.20 

2420 Builders Mortg. Co. 8-31-55 35% 10 yrs. $16,625.00 B-3l-65 $ 5,522.31 

2455 S\mXlY Home:s, Ine., 
c. B. Ro'bert50n 2-28-55 35% 10 yrs. $11,264.91 2-28-65 $ 4,711.65 

2463 John, Vivian Cordon 7-28-55 35% 10 yrs. !lii13,768.28 7-28-65 $ 7,903.07 

2464 Harold, Winifred Keek 7-.30-56 22% 20 yrs. $19,163.63 7-30-76 $ 12,707.26 

2465 Harold, W1nU'red. Keck 7-;0-;6 22% 20 yrs. $ll,710.00 7-30-76 $ 6,513.43 

247S S .Herrod., P .Murphy 6-2-55 35% lO yrs. $ 4,475.00 6--2-65 $ 17559.61 

2485 Dale, Francis 'I'urner 5--6-55 35% 10 yra. $ 5,077.28 5-6-65 $ 1,019.;8 

2518 Harold, W1n1fred. Keekl2-19-55 22% 20 yrs. $19,495 .. 38 12-19-'75 $ ll,8S6.67 

2519 Ralpb. B. Robbins 7-28-55 35% 10 yrs. $ 4,373.75 7-28-55 $ 1,619.,38 

2532 land Estates, Inc. 4-2l..-55 35% 10 yrs. $ 5,.389.26 4-2.1-65 $ 2,077.28 
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Orig1na.l 
Tra.ct Date or Origillal. 
~ Contract Holder Contract ~ _A.m~unt 

2535 NC\tlhope Terro.ce 4-9-55 35% 10 ':fl.-s. $12,077.;0 

2545 Randa1e Orle, I:1.c • , 4-29-57 22% 20 yra. $ 5,300.00 

2559 Pacific Const. Co. 7-19-55 22% 20 yra. $16,,858.09 

2612 W~co Homes, Inc. 7-8-55 35% 10 yrs. $ 4,308.49 

2621 Atlantic-Pacific 8-4-55 35% 10 yrs. $ 4,250.00 

2622 L.K1.nor, S .Bartleson 8-29-55 35% 10 yrs. $ 5,100.00 

2623 Atlantic-Pacific 9-28-55 35% 10 yrs. $ 5,300.00 

2702 Davis, nut! Conat. l-3l-56 22% 20 yrs. $12,6.34.25 

2728 Dav1es,Keusder,Brovn 3-29-56 22% 20 yrs. $ 8,324.49 

2731 M.C., Jean Pardini 4-20-59 22% 20 "/'re. $ 5,,431.40 

2792 RainbO\tl Const. Co. 2-27-56 22% 20 yrs. ~ 1,375.00 

2801 Pac. Utilities 
Invest. 10-31...55 22% 20 ",frS. $18,589.70 

2852 C.R.Nelson, et al. 9-12-56 22% 20 yrs. $ 2,735.99 

2880 John, Vi via.n Gordon 1-25-57 22% 20 yrs. $21,786 .. 20 

2923 ElmE:lr E. Ever~tt 2-12-59 22% 20 yrs. $ 3,800.00 

2961 M.C., Jean Pardini 4-20-59 22% 20 yrs. $lO,918.00 

2963 Cedric Roberts 12-:3-56 22% 20 yrs. $ 7,592.45 

2969 Newhope Terra.ce 4-25-$6 22% 20 yrs. $13,00;.28 

2987 Atlantic-Pa.cific 12-14-55 22% 20 yrs. $14,000.00 

3002 Stanford Homos, Inc., 5-3-56 22% 20 yrs. $ 6,993.06 

3010 J. Ray at Ill. 4-19-57 22% 20 yrs. $ 7,888.60 

.3020 Eve.no Building Co. 4--2-57 22% 20 yrs. $ 1,000.00 

3026 Roberts Develop.Co. 5-4-56 22% 20 yrs. $ 3,542.63 

3040 Downay Heights 1-22-57 22% 20 yrs. $ 8,5S0.00 

3043 J.. Ray et s.l. 4-19-57 22% 20 yrs. $12,O.50.S0 

3050 Geo., BP.lrtbal Gregory 8-3-56 22% 20 yrs. $ 1,38.3.36 

Present 
Balanoe 

a.:rter pay-
ment a.ll 

Expiration Refunds 
Da.te thru 6-64 

4-9-65 $ 2,953.33 
" 

4-9-77 $ 3,792.11 

7-19-75 $ ll,284.75 

7-8-65 $ 784.55 

8-4-65 $ 605.80 

8-29-6; $ 1,640.35 

9-280-65 $ l,686.62 

1-.3l-76 $ 7, 599.1.3 

3-29-76 $ 5,204.24 

4-20-79 $ 4,638.l7 

2-27-76 $ 699.04 

10-31--75 $ 10,992.7l 

9-12-76 $ 1,958.15 

1-25-77 $ 15,680.19 

2-1.2-79 $ 2,584.48 

4-20-79 $ 9,631.81 

12-3-56 $ 61 579 .. 98 

4-25-76 $ 7,331.01 

1.2-14-75 $ ll,271.16 

12-3-76 $ 4,347.65 

4-19-77 $ 5,4l2.07 

4-2-77 $ 57l.44 

5-4-76 $ 2,82.3.36 

1-22-77 $ 7,617.& 

4-19-77 $ 8,982 .. 28 

8-3-76 $ 502 .. 76 
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Original 
Date of: 

Contre.et Holde~ Contract Terms -
W.E. Invostment Co. 5-7-57 22% 20 yro. 

Dream. Homes 6-24-:-58 22% 20 yro. 

Roberts Develop. Co. l2-13-57 22% 20 yrs. 

G .M. & Stan Sandstrom 5-27-58 22% 20 yrc. 

OriginAl 
Amount 

$14,716.06 

$ 8,768.40 

$16, 519.07 

$ 1,581.78 

OFFSITE LOCATIONS 

14081 Nevhope-Sparklett's 1-17-57 22% 20 yrs. $ 1,041.85 

11th-Brookhurst-Harrison 1-18-58 22% 20 yrs. $ 4,701.33 

Brookhurst-Chapman 
Ore.nge Plaza 1-10-58 22% 20 yrs. $17,168.02 

Berrydale Chureh 3-4-58 22% 20 yrs. $ 1,007.70 

Ka.te~-Gilbert-Ga.es1 1-19-59 22% 20 yrs. $ 1,665.00 

9582. ChapnlBJl-Ma.lone 1-31-57 22% 20 yrs. $ 2,674.98 

12172 Brookhurst-Novak 8-21-58 22% 20 yrs. $ 642.26 

Vons lI.arket 2-28-57 22% 20 yrs. $ 8,6ll.6; 

• 
/ 

Present 
Balance 

attar pay-
ment all 

Expira.tion refurlds 
Date rl!!'" 6-64· 

77 
;--7-~ $ 11,295.71 

6-24-78 $ 6,$4.2.22 

12-13-77 $ 10,003.:2.8 

5-21-78 $ 1,.24.3.64 

1-17-77 $ 939.39 

1-18-78 $ 3,650.01 

1-10-78 $. 12,771.71 

)-4-78 $ 784.4) 

1-19-79 $ 1,256.2; 

1-31-77 $ 1,864.30 

8-21-78 $ 588.98 

2-28-77 :$ 6.942.;7 

interest earned thereon, 
J 

c. From said sums and the 

Trustee shall in the month of July 1965, or as soon thereafter 

as practical, pay to the holders of the refunding agree-

ments listed below such sums 3S shall then be due and past-due 

thereunder and shall in the month of July in each year there­

after, or as soon thereafter as practical, pay to the holders 

of said refunding agreements such sums as shall be due there­

under for the preceding twelve months until the amount due 

under such agreements is paid in full or until the term of each 

agreement expires, whichever occurs first. The sums due under 

each of said agrlaements shall be certified to Trustee by Dyke in 
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,/ 
" 

./ 

writing. Upon receipt of said certification, Trustee shall 

present a true copy of said certification to the Public 

Utilities COmmission of the State of California and upon 

written instructions respecting the same from said Commission, 

and not before, Trustee shall make payment in accordance with 

such written instructions. 

In the event that Dyke shall fail to certify any of 

such refund payments to Trustee, any sums remaining to a 

total not exceeding $22,934.60, shall become the property of 

the State of California and Trustee shall, on July 1, 1980, 

pay the same into the Treasury of the State of California. 

:tA.te - D~signee and Deseription Amount 

122.2 
2-28 Bryan & Kraaek 

12-31 Wm. Gutosq 
Robert Sha.nnon 

~ 
2-28 Charles Brunzel 
5-27 louis Palm - pai~ by 

Mre. A.. Rartlett 

12i2 
3-3l Thomas J. McCarthy 
S-31 C. H. Druse 

122§ 
1-31 Clyde Plumbing 
2-28 Richfield Oil 

Rodney V.. Jackson 

~ 
2-.28 William E. Otis r 3r. 

Oscar Mi1"orat 
3-31 Mary Finlay 

Ora. 3. RIlnge 
Alcert Hallsted Gul1k 
Mrs. J. Mitchell 

6-30 Hubert Kle1nendor~t 
Panorama G~denland #1 

Trat't #1569 
Partial system - Tract #1543 
Partial system - Tract #l594 

$ 4,641 .. 00 
3,475.70 
2,455.00 

Donated system l,SCO.OO 

4'(1 pipe for serv1ce re: RoW'land Well 11000.00 

1 
Donated mains l,140.21 
Extra ~ork on Tracts #2027 & #l934 700.00 

T1etz job - Brookhurst & Chapman 910.00 
Water laterals to meters-KAtella & Euclid 531.00 

28$6 Chapmen sjE cornor 
Service station, 13041 Chapman 
Mains - Ball Road 
Mains - Ball Road 
VA1ns - Ball Road 
}(.ains - &.11 Road 
~~1n ext~ns1on to trailer court 
Installatlon 

Ta:tAL 

100.00 

~,483.55 
:1. .. 74$.00 

130.19 
130.~9 
1.30.19 
130.19 
885.:;8 

lr~44·00 
$ 22,934.60 
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d. From said sums and the interest earned thereon, 

Trustee shall in the month of July each year hereafter, 

or as soon thereafter as practical, pay to the holders and 

assignees of the construction advance refund contracts 

which are covered by the "Advances Trust" established 

pursuant to said Commission's Decision No. 65860 (and 

decisions supplemental thereto) in CaS'I~ No. 7586, such 

sums as shall be due thereunder for the preceding twelve 

months' period, until the amount due under said contracts 

is paid in full or until the term of each contract expires, 

whichever occurs first; provided that no payment shall be 

made pursuant to this subparagraph d until said "AdvanceS tiJ 
Trust" i~ exhausted. The sum due under each of said 

contracts in each year shall be certified to Trustee by 

Dyke in writing. Upon receipt of saia certification, 

Trustee shall present a true copy of said certification 

to the Public Utilities Commission of the State of 

California and upon written instructions respecting the 

same from said Commission, and not before, Trustee shall 

make payment in accordance with such written instructions. 

2. In the event that Dyke may own or hereafter acquire by 

assignment or otherwise any of the constructioD. advance refund con­

tracts listed in paragraph lb above, Dyke may, with the written 

approval of the CommiSSion, at any time deliver and surrender such 

contract to Trustee, and Trustee thereupon pay from the funds in its 

possession to Dyke the then present worth of the remaining balance 

of such contract, said present worth being that corresponding to an 

interest rate of 6 percent per annum as applied to said remaining 

balance. 

! , 
I 
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3. Any funds remaining at the termination of this agreement, 

except those sums which may have cschcated as provided in paragraph 

lc hereinabove, shall be delivered to Dyke, less the reasonable 

fees and expenses of Trustee. This trust agreement shall terminate on 

December 31, 1980. 

4. Neither this agreement nor the trust created hereby may be 

amended, modified, revoked, cancelled, or superseded without the 

written authorization of the California Public Utilities Commission. 

S. Trustee may reSign hereunder upon 90 days' written notice 

to Dyke and to the Public Utilities Commission of the State of 

California and Dyke shall, with the written consent of said 

Commission, forthwith appoint another trustee as successor trustee 

hereunder, and Trustee shall transfer to such successor all funds 

in its possession. 

6. Trustee shall furnish Dyke annually, and shall present 

to the Public Utilities Commission a copy thereof, a statement of 

receipts and disbursements. Dyke and said Public Utilities 

Commission may inspect Trustee's books and records pertaining to 

this trust agreement at any reasonable time. 

-. 



A.46889 GF * 

APPENDIX A 
Page 10 of 10 

TRUST AGREEMENT 

/ 

7. Trustee shall receive compensation as follows, said com-

pensation to be paid by Dyke and not to be a charge against this ( 

trust fund except as provided in paragraph 3 hereof: ! 
a. An acceptance fee of $500. 

b. An annual fee, not in excess of $495, computed on the 
basis of $5 per annum per contract. 

c. Such reasonable compensation for extraordinary 
services as may be approved by the Public 
Utilities Commission. 

IN WITNESS THEREOF, the parties hereto have executed this 

written agreement on the day and year first hereinabove written. 

DYKE WATER COMPANY 
By ~. __________________________ __ 

Title __________________ _ 

By ____________________ _ 

Title ______________________ _ 

FARMERS & MERCHANTS TRUST COMPANY 
OF LONG BEACH, CALIFORNIA 
By _______________________ ___ 

Title ____________________ __ 

By __________________ ___ 

Title _____________ _ 



Decision No. 68272 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
D"iKE WATER COMPANY, a corporation, ) 
for an order ~uthorizing it to sell, ) 
t=~n$fc= and convey a major portion ) 
of its water service system and ) 
utility plant in Orange County, ) 
Califorrli~, to the CITY OF GARDEN ) 
GROVE WATER CORPORATION, a noo- ) 
profit corporation under provisions ) 
of Section 581 of the Public Util- ) 
iti~s Code, and for said City of ) 
Garden Grove Water Corporation to ) 
lease said water system to the City ) 
of Garden Grove. ) 

Application No. 46889 
(Filed August 14, 1964) 
(Amended Sept. 23 and 

October 14, 1964) 

~ d~sscnt to the doc~s~on hcre~n w~th the cond~t~ons 

attendant thereon. This is a proceeding seeking Commission author-

ization fot the transfer and sale of public utility prope:ty p~­
suan: to Section 851 of the Public Utilities Code. Under that 

Section it is our function to determine whether or not such 

p:,opcrty is "necessary or useful in the performance of its duties to 

the public;" This order goes far beyond that. 

The Commission h~s determined the prccis~ liability of 

the Dyke Water Company to n~erous contractors, most of whom are, 

I ~ sure, home builders~ The absolute order to pay the precise 

3mount~ set forth in Appendix A is made regardless of any valid 

defenses to such contracts and is granting a windfall to some of 

those contracto~s who no doubt have already recouped their invest­

ment by virtue of selling the houses in the tracts nerein involvec. 

Our great concern with the welfare of subdividers is not 

supported by any authority in the Code. Cur obligation is toward 

-1-
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ratepayers and it does not include protection of the creditors of a 

public utility in a proceeding such as this. This is public utility 

property, title to which is vested in the applicant. The courts of 

this state are quite competent to dispose of any legitimate claims 

applied agaicst the proceeds from the sale 0: such property. 

Furthermore, the action of the Commission presumes an unwillingness 

upon the part of this applicant to meet its lawful obligations and 

further decides conclusively that these are, in fact, lawful obliga­

tions unmindful of any defenses that might exist thereto. The 

legitimate question arises as to how this special treatment of sub­

dividers apart from other creditors -- and there must be some 

is justified and how in any way it benefits the ratepayers of this 

public utility water corporation. 

It is startling to note that this order relating to the 

so-called Garden Grove portion of the system directs that there be 

paid from the property devoted to serving the public in this system 

~oneys for contracts relating to the Anaheim portion of the system. 

The ~hcim proceeding is past and not now before us and yet the 

Commission arbitrarily makes such an order. 

Typical of the cavalier treatment unsupported by authority 

or reason is the directive in the Trust Agreement (Appendix A, 

page 7 of 10) that "any sums rennining to a total not exceeding 

$22.934.60, shall become the property of the State of California 

and Tr~stee shall, on July 1, 1980. pay the same into the Treasury 

of the Stat:e of California." 

Here we are passing title to moneys with no authority so 

~o do in my judgment, and simply upon the wish that the applicant 

should not retain such dollars. The basis upon which the passing 

of such M.ds to the State of California. is made is on the theory of 

-2 .. 



'\.;"s. .•• .,. 

e 
A.46889 Dissent NB 

"escheat." It is noted in Appendix A on page 9 of 10, that 

reference is made to those sums 'which may have escheated as pro­

vided in paragraph lc hereinabove." There is no provision in law 

which provides for the escheat of moneys of this nature despite the 

belief that this Commission can sweep in such moneys under some 

vague but unspecified escheat law. 

These conditions are espeCially onerous because they 

accompany an order which is permissive in nature given to an appli­

cant anxious for COmmission authority to make a sale and so 

undoubtedly in a most reluctant position to challenge conditions 

which are clearly unlawful. And simply because such conditions are 

not tested does not make them right. It merely makes them go 

unchallenged. 

The Commission is now embarking upon a role far beyond 

its authority. 

Dated at San Francisco, Californic, this 

December) 1964. 

day of 

4~~/q Af~~ 
WILL • BENNETT, Co $Soner 

-3-


