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OPINION -- .... -~ ..... -
History of Acguisieions 

By Decision No. 69516,. dated August 10, 1965, in 

Application No. 47756, Dominguez Water Corporation (Dominguez) 

was authorized to acquire all of the outstanding common stock of 

Antelope Valley Water Company (Antelope) and North Edwards Water 

Company, and by Decision No. 69951, dated November 16, 1965, in 

Application No. 47982, North E<:!wards Water Company was authorized 

to merge into Antelope. 

Dominguez, which furnishes water service to some 26,000 

customers in south Los Angeles County, in portions of the Cities 

of Los Angeles, Long Beach and Torrance, and in Carson and in 

unincorporated territory of Los Angeles County, operates Antelop~ 

as u wholly owned subsidiary and Antelope, since its acquis~tion, 

control, .lnd operation by Dominguez, acquired the assets of Lake -

Hughes Water Department by Decision No. 72293, dated April 11, 1967, 

in Application No. 4S985; merged with Inyokern Water Company, 

oper~ting in the vicinity of the eommunity of Inyokern in North 

Kern County by Deeision No. 71935, elated January 31, 1967, in Appli­

cation No. 49064; acquired outstanding stock of KernVille Domestie 
l/ 

Wat:er Company- by Deeision No. 71954,. dated January 31, 1967, in 

Application No. 49089; and merged with Rancho Green Valley Water 

Company by DeCision No-. 72377, dated Y~y 2, 1967, in. Application No. 

49266; Figure 2-1 of Exhibit No. 4 shO"'N's schematieally the service 

areas of Dominguez and Antelope. 

1/ Kernville is operated separately by Dominguez as a wholly 
- owned subsidiary of Antelope, but Kernville is not involved 

in the instant application to increase Antelope's rates. 
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An~elopers Service Area and Facilieies 

Antelope's service area includes 1261 districts extending 

from north and northwest Los Angeles County about 100 miles to 

cast and northeast Kern County.l1 

Figures 3-1 through 3-9 of E.."<hibit No.4 show Antelope's 

principal facilities in its operating districts, and Table 5-3 

of said exhibit shows Antelope's estimated average number of 

customers by districts for the year 1968 as follows: Lancaste= 

125; China Lake 70; North Edwards (Omart) 95; WillO'W Springs 4; 

Fremont V.o.llcy 15; North Edwards (Carlsberg) 64; Leona Valley 209; 

Lake Rughes 185; Inyokern 163; Green Valley 205; fer .a total of 

1)0135. The recorded total for the year 1967 was 1,096, and the 

largest cstfmated increases are 10 ~ch for Lancaster and China 

Lake and 6 for Inyokern. !he recorded total for the year 1966 

was 1,063, and the greatest increases between 1966 and 1968 

estimated are in Lancaster, China :Lake and Green valley.!::.! 

The record shows that when Antelope acquir,ed Lake Hughes, 

Leona V~lley, Rancho Green Valley) and Inyokerc, ies systems were 

2/ 
- Antelope's Avenue E and Morse Districts have no customers and 

are not considered herein. 

2/ The Xemville sCrv'lce area is in the extreme north central part 
of Kern County. 

~/ Several additionzl dwellings (customers) arc being added i~ the 
Somerset area of the Lancaster clis·~rict. 
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operati~g at losses, with no prospects for immcdi~tely profitable 

operations. The record further shows that when Dominguez acquired 

Antelope, the latter was operating 3t a loss, but that, for the 

ye~ 1967, Antelope's operations for the year 1967, as adjusted 

by the Commission staff, produe~d a net revenue of $6,560 on a 

rate base of $4l5)720, and a rate of return of 1.58 pcrcen:. In 

Dominguez' ap?lication to acquire and operate Antelope, and in 

each of Antelope's applications to acquire said other systems, 

both Dominguez and Antelope alleged that they possessed the 

financi~l reso~rccs and utility experience necessary to acquire, 

make needed improvements, and operate said systems, or that 

Dominguez could make available to Antelope financial =eSQurces 

and a deg:-ee of momagerial sld.ll, continuity of personnel, and 

general level of experience and ability in the water utility 

industry not otherwise available to Ante1ope.1! The Cotcm.ission 

2/ Decision No. 69'516 (supra), wb.icb. a.uthorized Dominguez to 
acquire Antelope and North Edwards shows combined plant and 
a~sets of the latter two companies to have b~en app:o~tcly 
$500,000 and the selling price to Dominguez to nave been $225,000 •. 
Decision No. 70392,which authorized Antelope to acquire Inyokc:n 
for $35;500 cash) shows that funds for the pure~se were to be 
a.dvanced by Dominguez. 
Decision No.. 71685 ,which. authorized Antelope to acquire Rancho 
Green valley for $17,900.14, s:ated that that amount was stib­
stantially below tbe aggregate book value of the 1,000 shares 
of $10 par value common stock and 1,776 shares of ~lO par v~luc 
p:eferred stock. 
Decision No. 71954 (supra), da~ed 3anuary 31, 1967, in Applica­
tion No. 4~g9, which aut~orized Antelope to acquire Kernville's 
stock for $65? 000 casb

i 
stated that Ji..ntelope could make available 

to Kernville 'financia resources, etc." not otherwise available 
to Kernville.. 
Decision No. 72293 (supra), whicn authorized Antelope to acquire 
th~ Lake Hughes system, stated that the purchase price was 
$7,500; found that both Antelope a.nd Domi:l.gue.z possessed the 
"fiM::.cial resources, etc .. "; .:lnci directed Antelope to, OD or. 
before October 1, 1968, file a s~ry of ope~ating revcuue~, 
operating expenses, rate base and rate of :eturn on rate base 
for the twelve-month period ending June 30, 1968, for the take 
Rughes system. Although extension of time to December 31, 1968~ 
to comply was granted by Decision No. 74397, dated July 16, 
1968, said report has not been filed. 
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found in each ease that the acquisi~1ons would not be adverse to 

the public interest. However, no evidence wss submitted and no 

allegations were made by the applicant in these applications 

regarcling Dominguez t plans for financing Antelope either in i~s 

operations or capital fmprovements. 

Dominguez r Present Financial Condition 

By Decision No. 74833, dated October 15, 1968, in 

Application No. 49793, Dominguez was authorized to increase its 

retes for water service by the gross annual amount of $277,500, 

or 9.2 percent, based on its estimated operations for the year 

1968. Such 3~thorization was estimated to provide an aver2ge 

r~te of return to DOminguez of approximately 7.0 percent for the 

next four years. On May 8, 1969, Dominguez filed Application 

l~o. 51066 for authority to inere.:lse rates for water service to 

offset the increased eos~ of purchased water, and on August 14, 

1969, it filed an amendment to said ap?lieation showing the gross 

annual increase for the year ending March 31, 1969 p to be $29'3,473 

which would increase its rate of return for said period, recorded, 

from 6.71 percent to 7.35 percent. Decision No. 76333, datccl 

Oceob~r 28, 1969, ~uthorized this offset increase. 

Anteloye's Instant Application as Amended 

By the instant application a~ amended, and as shown in 

Exhibit No.7, Antelope scelcs to increese its gross operating 

rCV~\lCS for th~ adjusted ycer :'968 from $101,486 to $147,590, an 

increase of $4G,104,or 45.4 percent. Since there are presen~ly 

ei~~t differene rate schedules in effect in var~o~s portions of 

th~ Ane,e.lop.e 9YSr:.tTl, .All cf whicll were inhari:ed fro:Il prior 
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operators and since by the instant application, Antelope seeks 

to establish a uniform schedule applicable to all service areas, 

the impact of the proposed sys~emwide increase varies from a 

72 percent increase in Lancaster, Leona Valley, Willow Springs, 

78 percent in Inyokern to about 37 and 21 percent decreases in 
6/ 

Green Valley and Lake Hughes.- The increases proposed in Cbina 

Lake, North Edwards, and Fremont Valley would be about: 47 percent 

for the average user; varying from 10 percent to the higher per­

centage depending on monthly use. A detailed comparison of present 

~ne proposed general metered service rates for various usages is 

contained in Table 13-2 of Exhibit No.4, which is reproduced and 

inclUded in the tabulat:ion on page 6-8 (seq.). 

Exhibit No. 2 is a tabulation of bimonthly billings in 

the Somerset tract of the Lancaster District. For the last six 

bimonthly billing periods, the total consumption of the tract, 

which contains 77 consumers, was 3,545,700 cu. ft. and the total 

revenue, $ll,081.28. The average annual consumption was 46,048 

cu. ft .. , or approximately 3,837 cu. ft. per month. The average 

annual bill per customer was $143.91, or approximately $12 per 

month. At the proposed rates, this would be increased to $20.30 

per month, or 69 .. 17 percent. It was this proposal which 'bas 

brought the vigorous protest of the Somerset residents. Their 

homes are generally two-storied, with tlttee or four bedrooms, 

lawns, front and back,. no swimming pools, and ultra-absorptive 

sandy soil. The Somerset tract is served by one well, through 

a compactly integrated system, with no special operating eosts 

or problems. 

~/ Increases varying from 0.81 percent to 28.33 percent are 
proposed for lower monthly uses in Lake Hughes. 
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Conversely, the Lake Hughes and Green Valley systems 

are extended, with a sparse number of consumers and problems 

of water supply, storage and delivery, and varieties of elevations 

of terrain. The China Lake, Inyoke::u, North. Edwards, vlillow 

Springs, and Fremont Valley systems are flat. To the extent thzt 

certain water system facilities, including mains, were installed, 

but were not necessary for the delivery of water to consumers or 

operations of the system, the staff has deleted such facilities 

from "utility plant in service accounts as a deduction from. rate 

base for rate-making purposes. These systems present no particular 

operating problems to Antelope, except their remoteness from ei~her 
I. 

Antelope' s headquarters in Leona Valley or Dominguez' he.a.(:qua:te:s 

in Long Beach. 

The Commission tal<es note of the growth acd potential 

devclopx:lcnt 0: the Antelope Valley, which. may be subst.s.nt~lly 

enhanced by the construction of very large aircraft p~nts, the 

establishment of Pa~dale Airport as one of the major airports of 

the world to serve supersonic aircraft and passengers, the impor­

tation of Feather River water through the California Water Project 

(the a.queduct traverses the entire valley from the northwest to the 

southeast) and resultant incre~sed economic health of the v&lley 

and i-:s surroundings, all of which should measurably benefit 

Antelope and its parent Dominguez. 
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Original Rearings 

Original public hearings were held before Examiner 

Warner on October 22, 1968, at 'Lancaster, October 23 at Bo:oon 

nea~ North Edwards, and October 24 at Ridgecrest in the China 

Lake-Inyokern areas. About 125 protestants attended these 

hearings at Lancaster, 50 at Boron, and 25 at Ridgecrest, and 

the Co~ssion has received 13 letters of protest from North 

Edwards, one frO'C Leona Valley, 21 from Lancas-:er, including a 

pe~ition with 68 signatures, one from Green Valley, and one 

from Lake Rughes. The matter ~as submitted on the last-named 

date, subject to the receipt of briefs on or before January 17, 

1969 .. 

!he record of the original hearings comprices 512 pages 

of testimony and 14 exhibits. Eight: public consumer witnesses 

from the Somerset-Lancaster area, under the direction of counsel, 

protested the magnitude of the proposed rate increase in the 

So~erset area and there was some complaint about sand and ~d 

in a cul-de-sac noncirculating main; one customer from Fremont 

Valley complained about the proposed rate incre3Sc; two con­

sumers from Leona Valley complained of low pressure and one 

complained of the quality of water, and all three protested 

the magnitude of the proposed rate increase; three customers 

from Green Valley complained about the inadequacy of fire 

protection service and the inadequacy of ~he number of fire 

'hyd=ants in the area; eight conS'Umcrs from North Edwards 

protested the ra~e increase and complained of service condi­

tions, i~cluding the inaccessibility of service men during 

-8-
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outages due to the distance from North Edwards to Antelope's 

Green Valley service headquarters; and two customers from 

Inyokern and one from China Lake protested the magnitude of 

the proposed rate increase, the lack of standby water supply 

facilities, and the remoteness of Antelope's service head-

"quarters in Leona Valley, about 100 miles away.l/ 

Applicant's witnesses were its secretary-treasurer, 

who was also secretary-treasurer of Dominguez, a. certified 

public accountant, and an engineer from a consulting engineering 

firm, and its. service manager. Exhibit No.4, submitted at the 

original heari'o.gs (later adjusted by Exhibit No.7), is appli­

cant's report of its operations for the recorded years 1966 and 

1967, the adjusted year 1967, and the estimated year 1968. The 

Commission staff witnesses were a financial and accounting expert 

and an engineer. Exhibit No.6, as revised, also submitted at 

~he original hearings (later adjusted by EXhibits Nos. 8 and 

8 Appendix A-l) , are reports of applicant's operations for the 

years 1967 adjusted and 1968 estfmated. 

Further Hearing 

By Decision No. 75723, dated I1ay 27, 1969, submission 

of the matter was set aside and the proceedings were reopened 

for further hearing to augment the record by evidence regarding 

the applicant's earnings for the year ending December 31, 1958, 

by districts (Lancaster, Leona Valley, Cl:'.ina Lake, North Edwards, 

Fremont Valley, Lake Hughes, Inyokern and Green Valley), and 

1/ Exhibit No. l-A is a report of Antelope's investigation of all 
substantive service complaints. It shows that most operating 
conditions complained of have been or 'Will be correeted. 

-9-
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oth~r evidence as app:oprlate. All parties of record were given 

notice and further hearing was held before EY..aminer Warner on 

July 7, 1969, at Lancaster. The ~pplicant submitted ~bit 

No.7, as noted, a report on its operatio:ls by districts fo:: 

the year 1968 recorded 2nd adjusted. Tne staff engineer sub­

Illitted a supplemental report, Exhibit No.8, recommending a 

tariff for general metered service for all of ~?plicar.:'s 

districts, except Green Valley and Lake Hughes, for which he 

sub~tted tariffs for annual metered service and limited annual 

residential flat rate service. About 70 customers appeared to 

protest the application again and the matter was resubmitted 

subject to the receipt of late-filed Exhibi~ No. 8 Appendix A-l, 

a staff sU?plemental report on district earnings for the year lSGS 

estimated; Exhibit No.9, a copy of the minutes of a Leona Valley 

Itlprovement Association meeting, which said exhibit has not been 

received; and Exhibit No. 10, a chemical enaly~is of arsenic 

con~ents in well water supplies in China Lake, Fr~ont Va:l~p, 

Inyokern, and east and west sides of North Edwttrds, together 

with clOSing statements, all to be filed on or before August 4, 

1969. Sa.id exhibits, except as noted, and statements have been 

received, and the matter is ready for decision. In addition, 

two other letters protesting the application have been received 

since the last hearing date. 

Distr~ct Earr.ings 

The foll~Ning tabulations show applicant's district 

earnings for the year 1968 adjusted and esttcated, as set fo~h 

in Exhibit No. 7 and Exhibi~ No. 8 Appendix A-l. For tariff 

purposes, districts have been gro~~ed by area and character of 

Service, to wit: desert, resort, ~C! suburban, a.nd earnings data 

thereon are also shown: 

-10-



Gro,~ Rovenue, Net Revenue, Rate Ba=o 
& P",-'\t~ or Return b:T Di~triet~ 

: Ye~ 1968 Adj~S~ed : 
: Oro:lS : Net. : Rate : Rate of : 

Diot~et 
= 

R.e'vonue : Revenuo : 'Bn.:;e : ' 'Return : 

Pre!'el'lt Ra.te~ - Per Co. ~. 7 
DOS(l:-t 

China' lake $ 7,91~ $ 1,.360 $ 62,039 2.19% 
Inyokern 16,406 3,219 45,709 7.04% 
North EclW3.rd.s 15700l 1,30S 68,000 1.93% 
Willow S:prl.nZ5 198 (2,196) 27714 
Fl:-emont Vill~ lz2Z2 ~21~2 29-.1.127 -Subtotal W.,397 7 2 217,059 o.~S% 

Resort 

l...'lkc Bughes 9,8e1 (2,1:'2) .32,801 
Green Valley 12 zOl&.l ~,47e 22:668 6.~ Subtcta.l 22,922 1,35"6 857469 l.~ 

Sub\lrban 

tan~tor 17,476 2,810 78,951 .3.56% 
Leona Vallej" 12:6*1 ~.O27 1~S.4~L.. 2.~ 

Subtotal :37,1 7 5,847 217,;385 2.6~~ 

To~ Company 101,486 . 7,975 520,513 1.53% 

?ropo~ed. Rates - Per Co. Ex. 7 

Desert 

China tako 11 ... 190 3,118 62,039 5 .. 0.3% 
Inyokern 2:7,470 7,083 457709 15.50% 
North EC:wa.rd.s 217210 4,406, 68,,000 6.kS% 
vlUlow Spring~ 280 (877) 2,714 
Fremont Valley 2:660 (27e~ 2.2.12,2 -

Subtotal 62,810 l3,452 217,659 6 .. 18% 
Resort 

IAke Hughes 10,980 155 32,001 0.47% 
Gx-een Valley l2.220 2:261 ~2:66S 4.~ 

Subtotal 23,510 2,416 85,4h9 2 .. 8)/;) 

Suburban 

IAnea. .. 3ter 28,,810 7,604 7879;1 9 .. 63% 
I.eonr'l. V~cy ~2:460 *.:222 12e~424 6.~ Subtotal 1,270 1 ,929 217,385 7.7 " 

Total Com~ 147,;90 32,797 52O,5l3 6.~0% 

(loss) 
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Gross Revenue, Net Revenue, Rate ~c 
&: R3.te of Return kr: Distriets 

: Year 1268' Estim~ted. : 
: Cross : Net. : &ltc : &3.te or : 

District P.evenuc Revenue &so : Ret'Urn . .. 
Prc,en't Rates - Per PUC EX. 8' A'OPmdix A-l 

Desort. 

Chin:!. take $ 7,757 $ 1,690 $ 48,2:/0 3.50% Inyokern 15,7t.J. 2,393 45,709- 5.W North Edwards 14,639 1,998 1$,204 4.14% Willow Springs 18$ (1,868) '988 
Fremont V3lley l z824 ~lz722~ 14z0Lh -SubtoUll 4O,Uh 2,~ 157,217 1.,lJl 

Resort 

toke Hughes 10,665 (921) 32,801 
Green Valley 12 zt{fj 2z6~ 22z668' 2.04f Subtotal 23,140 1,73 85,469 2.03 

Suburba."l 

L:mcaster 16>487 2,492 69,124- 3.61% I.e<:>na Vallcy 18:22:2 2 z226 12Sz4:24 1.~ Subtotal J5,020 4,718 207,558 2. ,II 
Total Company 98,306-1:* S,S75K 450,244 1.97% 

Proposed Ratos - Per PUC Ex. e A:onendix A-l 

Desert 

China. Lo.ke 10,876 3,806 48;Z70 7.88% Inyokern 25,921 . 6,950 45,709 15.20% North Edwards. 20,534 6,103 48,204 1Z.66% 
Willow Springs 305 (358) 988 
Fremont Valley 2~~ 11 14z046 0·1 Subto't.ll 60,19 16,512 157,217 10.5 

Resort 

!.ake Hughe, 11,745 727 32, SOl 2.22% Green V311ey 11·222 2 z204 22:668 4.~~ Subtotal 23,720 :3,031 85,1JJ9 J.55 
SuburbM. 

Lancazter 27,,131 9,035 69,124 13.07~ 
loOM Valley 20~12 101 19.2 12Zz414 ;:1 Subtotal 57" 50 19,228 207,558, 

Total C¢mp.:l..""lY 141,566 38,771 450,244 a.61%·r .. 

(loss) 

~ .. t':ithout lO'; I::.comc T"-X Sur"wDX - -8.85%. 
~. N\miber rollnd~ in original Elc.i.ibi t 8. 
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Gross Revenue, Net Rovenue, Rate Baze 
& Rate of Return by District~ 

Recommended RAtes - Pet' PUC Ex. 8 A:e-oendix A-l 

D~sert 

China lake $ 9,245 $ 2,802 $ J..8,270 
Inyokern 22,237 5,334 45,7r:t; 
North. Edwa.rd$ 17,451 4,2l4 J.J3,204 
vlillow Spring~ 257 (619) 9SS 
Fremont Valley 2~1~2 ~~12l 14z0t.6 

Subtotal 51,3 5 11,419 157,217 
Resort 

I..a.ke Hughes 11,745 609· 32:,801 
Green Vall~ 11z912 2 1201... 22'z66S Subtotal ~,720 2,913 85,0469 

Suburb3.."l. 

I.a:c.eazter 22,864 7,167 69,124 
Leona Valley 221712 7 z826 1:28 ,.r...:24 Subtotal 48,579 15,O~ 207,558 

Total Company 123 .I' 664 *'" 29,355 450,244 

(I.ozs) 

* Without 10.% Income 'tax Sw."tax - 6.61%. 
*'" Ntlmber %'O\1:lded. in origirull ExhibitS. 

5.80% 
11.6'7% 
8.74% 

-
7.26% 

1.86% 
1....2~ 
3.kllO 

10.3'7% 
2'~ 7. 

6.,Z* 

With :cspect to the systemwide earnings data for the 

adjusted and estimated year 1968, both the applicant and the staff, 

f9r rate-making purposes, included $9,000 of Dominguez' administra­

tive expenses not actually eha:ged to Antelope. Also, both the 

applicant a~~ the staff applied a~ interest rate of 6-1/2 pereen~ 

to r.o~inte~cst Oe~ring open account advances by Dominguez, the 

~arent, to Antelope, the subsidiary. Such interest expense was 

included in ... .ntelope· s income tax calculatioru; as "deduction *= j 

" 
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Antelope's estimated taxable income at present and proposed rates 

for the year 1968 estimated, and was the basis for the staff's 

recommended rate of return of 6-1/2 percent on Antelo~ers 1968 

rate base of $431,380 as ~stimated by the staff in Revised Exhibit 

No.6, later estimated in Exhibit No.8 to be $450,244. However, 

the staff's rate of return rc:ommendation was not revised in 

Exhibits Nos. 8 and S Appendix A-1. 

Antelope contended that it would need from 

$50,000 to $100,000 of additional capital during tbe year 1969 

for system improve::nents) including a new' well in the Scmersct 

area, and that it was necescary to have e. healthy company in 

order to attract capital inves~ent by lenders such as batiks 

or purchasers of bonds. However, Antelope's only long-term 

debt comprises noninterest bearing advances from Dominguez, 

which has supported Antelope's o?erations in the anticipation 

of long-term growth and profit~ble systemwide o?erations. 

The recore shows tbat the cost to zpplicant of the 

instant application and proceeding for out6ide consulting 

engineering services, before the further b~ring, was $28,000. 

Arguments of Counsel) and 
Staff Recommendations 

Applicant's counsel argued that, despite the nonin.tcrcst 

bca~ir.g c~=acter of Domin~~ezr advanc~s to applic~~t, ehe only 

:'cost of money" it would be appropriate for tb.c Commission to 

consider is the cost of money to Dominguez, ~d t.."tat ",..ad Doming".lcz 

not advanc~d mo~ies to· applicant, the !a~te= ~ould ~ve been 

-14-
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required 1:0 go in1:o 1:he open marke1: at substantially higher 

intcl:.est rates resulting in higher costs of money and higher 

rate of return requirements than the 7.5 percent clafmed by 

applicant. He further argued that while Exhibit No. 7 shows 

that some of the districts would earn 8. rate of return a.t the 

proposed rates higher 1:han the overall ra1:e of return requested 

by the applicant, the returns in the districts are affected by 

factors peculiar to those districts, such as the high use of 

water in the Somerset area of the Lancaster Distric1:, and the 

relatively low present plant investment per customer in Inyokern, 

which will probably be lowered by proposed additions to plant in 

each of said areas. 

Applicant's counsel further argued that Dominguez' 

failure to disclose its financing plans 1:0 the Commission and 

obtain Commission approval of such plan~at the ttme it requested 

authority to acquire applicant, should hsve no effect on these 

proceedings. He stated, in his closing brief, that any requested 

approval for future financing, at a time when Dominguez was just 

taking over the operation, and before the future financial 

requirements were known or could be determined, would be purely 

speculative and could serve no r~~sonable purpose • . 
Finally, applicant's counsel argued that while, 

admittedly~ the overall percentage increase in rates requested 

.by the applicant in this proceeding is high, the magnitude of 

the requested increase should not in itself be determinative 

·of the fairness of the request or the need for rate·relief. 

-15-
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Just before concluding, he sta~ed that applicant believed that 

the final test of a reasonable rate increase and the deter­

mination of the magnitude of the required increase should not 

be affected by the fact that the proposed increase is 70 percent, 

or 10 percent, or 100 percent of what the utility may have been 

charging under its present rates. 

In his closing statemen~, counsel for the protestant, 

Somerset Property Owners, argued that Dominguez acquired all of 

applicant's stock in 1955; applicant then consisted of a number 

of scattered self-contained water service areas; subsequently, 

other separate systems were acquired by the applicant th~ough 

stock acquisition and merger; the present system is made up of 

a number of self-contained systems scattered over a ~de 

geological area and operating with a number of different rate 

schedules; applicant proposes uniform greatly increased rates 

applicable generally to all such areas; Dominguez ac~uired 

Antelope at a bargain with a view to, long-rGng~ gro~h potential 

and earnings; Dotrd.nguez did not merge Ant~:'ope directly into the 

parent company, which would then have meant tb..lt ap? licant ' s 

earnings would have had but slight effect on the pa=c:l't' s large­

scale operative showings; at the eime of the acquiSition of 

An1:elope) and subsequent thereeo, the Commission was not informed 

of Dominguez' financing plans which, since January 1, 1969, have 

included a charge of $700 per month for administrative services 

'. and which may in the futurE' includf" :int:M."~ee on advc.oees made by 

the parent company (both imputed by the applicant and the staff 

in 1968 est'imated earnings in Exhibits Nos. 4 and 6); Somerset 

-16-
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property owners are already paying high rates and are feeling 

the effec~s thereof on the salability of their property; the 

Commission has never had before it a more unusual type of rate 

increase application involving small diverse service areas of 

different income~ cost, rate, and rate of reeurn specifics and 

whereby a "rags to riches" type of approach has been sought to 

convert a long-range speculation into an immediately profitable 

venture, all in one short stroke, by a unifom schedule of 

greatly increased rates; and ~hat ~o grant the application, 

insofar as the Somerse~ Protest Area was concerned, would mean 

s~ly that already high rates resulting in average annual 

billings of $12 per month would become exorbitant and Somerset 

would be subsidizing Antelope, and, through it, the wealthy 

parent Dominguez for all of the negative and low revenue parts 

of the system Dominguez acquired through An~elope. He argued 

further that applicant and its parent Dominguez had been less 

than candid with the Commission, and that if the Commission had 

known that the plan to keep Antelope as a separate entity was 

premised on first, a long-range low initial cost speculative 

purchase, then a un1fo~ high rate increase application in four 

years and, finally, charging costs of the pa.rent back to Antelope 

to minimize its rate of return showing, it appeared t:o him 

unlikely that the acquisition of Antelope through stock purchase, 

rather ~han by merger into Dominguez, would ever have been 

granted in the first }>laee. 

-17-
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As shown in paragraphs 7 to 10 of Exhibit No.8, -ehe 

staff engineer concluded that his recommended separate tariffs 

for the Lake Hughes and Green Valley, on the one hand, and the 

balance of the districts, on the other, ::phould be authorized; the 

character 0: applicant's operations in the desert areas is 

similar and there are wide variations in rate base and rate of 

return which may change sharply depending on future construction; 

it would be undesirable to further segment the operation by 

districts; and that a 6.5 percent rate of return on the staff's 

est~te of applicant's overall 1968 rate base of $450,244 should be 

authorized. 

The staff engineer stated in Exhibit NO. 8: Appendix A-l 

that, because of the small number of customers located in each 

of the districts, any cost of service study is at best only 3 

rough approximation. He did not feel that the rates of return 

derived from the study in said exhibit produced meaningful 

criteria for rate design in these small districts. 

Findings 

Based on the record of the original and further hearings, 

the Commission finds as follows: 

l.a. Antelope Valley Water Company, a public utility water 

corporation, is a wholly owned subsidiary of Dominguez vlater 

Corporation, also a public utility water corporation, which 

acquired it in 1965, including several district operating systems 

that Antelope had acquired or was ready to acquire, which were 

operating non-profitably because of water supply, terrain, cus­

tomer density problems,. an<l the ~on.di.tion of the water systems 

when acquired. 
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b. Antelope furnishes water service to approximately 1~13S 

customers in 10 operating districts scattered over areas in north 

(Lancaster-Somerset) and northweste::u (Leona Valley:. Green Valley, 

and Lake Hughes) los Angeles County areas; the Willow Springs­

Rosamond a.rea, near the Kern-Los Angeles County border; the North 

Edwards-Fremont Valley areas in eastern and southeastern Kern 

County; and the China Lake and Inyokem areas in extreme north­

eastern Kern County. Antelope also owns as .a. subsidiary, not 

involved in this ap?lication, the Kernville Domestic Water 

Company at Kernville in north central 1<ern County. Antelope IS 

service headquarters are in Leona Valley, and its administrative 

headquarters are in Dominguez' Long Beach headquarters. 

c. Dominguez has financed Antelope's operations and 

administers them. In acquiring Antelope, it alleged that it could 

make available to Antelope financial resources and a degree of 

managerial skill, continui ty of persomlel, and general level of 

experience and ability in the water utility industry which is 

not otherwise available to Antelope. 

d. In October, 1968, Dominguez was granted a substantial 

rate increase providing it with a reasonable rate of return for 

four years. In May, 1969, it filed Application No. Sl066 to 

increase rates to offset the costs of water; an· Amendment filed 

in August, 1969, shows its rate of return for the adjusted year 

euded ~rch 31, 1969 to be 7.04 percent at present rates. 

e. Dominguez has financed Antelope with noninterest 

~aring Adv4neoC!'S, AM ha~ a<lroi -n.i.t;.'Ccred Antelop.e without charge. 

f. Dominguez is the real party in interest ill. Ante.lope I s. 

application. 

-19-
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2.a. An~elope seeks to increase i~s rates for water service 

by approximaee1y $46,104, based on its adjusted operations for 

the year 1968 (Exhibit No.7), to increase its rate of return 

from 1.53 percent at present rates (1.97 percent according to 

the Commission staff, Exhibie No. S. Appendix A-1) to 6 .. 30 percene 

at the proposed rates (8.61 percent according to the Commission 

staff). 

b. Antelope proposes to establish a single schedule of 

tariffs applicable, systemwide, to all districts. 

c. The result of applicant's proposal for systemwide 

tariffs would be to increase rates in Lancaster, Leona Valley, 

Willow Springs, and Inyokern by .as much as 72 percent to 78 per­

cent; to increase rates in China Lake, North Edwards, and Fremont 

Valley by as much as 47 percent, but to decrease most rates in 

Lake Hughes and Green Valley. 

d. A report on the results of operations of the I..ake Rughes 

Diserict system, ordered by Decision No. 72293, to be filed by 

October 1, 1968,.ancl extended by Decision N<>. 74397 to December 31" 

1968, has not been received. 

e.. Arguments of applicant's counsel and the staff are noe 

persuasive that the public interest requires tha~ Aneelope be 

authorized to file schedules of rates, the revenues from which'would 

produce rates of return of $.61, 7.5, 6.5, or 6.3 percent, as the 

ease may be, in view of the impact on COllS"Um.ers which would result. 

and further, in view of Antelope's still developmental nature. We 

are of the opini~n, however, that an overall 6.0 .percen~ rate of 
, . 

return will provide applicant-with reasonable earnings in all dis-

tricts and ope~ating areas and enable applicant to fiODnee adequately 

the antieipaeed growth ~n pl~nt n~~s&ary for the 8rc~. 

-20-



e 
A. 50234 - .m. * 

f. The Commission seaff rate base, and other rate of return 

components, for the test year 1968 estimated, as shown in Exhibit 

No.8 Appendix A-l, is reasonable for the purpose of this proceeding. 

The aforementioned 6 percent rate of return, when related to the 

staff's rate base, will develop net revenues sufficient to provide 

full eompensa tion to Dominguez, the parent, for imputed adminis­

trative services' costs approximating $9,000 annually and will 

permit applicant in the future to pay imputed interest to its parent 

on noninterest bearing advances. 

g. A set of three meter tariff scbedules applicable to 

Antelo?<! r s diverse operations -- desert:, resort and suburban -- to 

more nearly equalize the icpact of r~te increases, is reasonable. 

A li:Ili .. ted flat r3te t~7Cif£ 1dll be authorized for La~...e HUZb.es. 

Ccn~1t1.~1,r.>n 

The Commission eo:eludes that P~~lopc!s ep,lication to 

increa~e its systemwide e~:nings sho~ld be granted in part and 

eenied in p~=t; that ~p~lie~~t's pro90sed syst~de ~ri£f would 

be disc:iminatory in that it would pl*ee nn exce~sive burden on 

certain of P~telope's clistrict eustooers ar.d ins~ffieicnt burden 

on others; and applicant should be authorized to file three sets 

of tariffs applicable to its desert (China Lake, Inyo!tern, North 

Edwards, Fremont Valley, and Willow Springs) area; its resort 

(Lake Hughes and Green Valley) area; and its suburban (Lancaster 

and Leona Valley) areas. 

The authorized rates will produce gross arinua~ revenues 

of $120,060, an increase of $22,750, ~~ 22.l, .. percent over presen~ 

rates, but $2l~5~O less thAn requested 'in,the application. 
" 
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the following tabulation compares charges for usage of 

2)000 cubic feet under the present, proposed, staff reeommended, 

and authorized rates: 

Comparison of Present, Proposed, 
Staff Recommended and Authorized Rates 
for Usage of 2%000 Cubic Feet Per Month 

· ~er ~reter l?er ~ont:h · .. . · Staff .. .. .. .. .. 
.. .. .. .. 

District · Present .. Proposed · Recommended: Authorized: · .. · 
China Lake $ S.25 $13 .. 55 $11.19 $11.24 
Inyokern 7.81 lS.55 11.19* l1.24 
~Iorth Edwards 9.25 1:3.55 11.19 12..24 
Willow Springs 8.00 13 .. 55 11.19 11.24 
Fremont Valley 9.25 13.55 11.19 l1 .. 24 
Lake !-lughes 14.10 13,.55 13.55 l~.S$ Leona Valley 8.00 13.55 11.19 10 .. 34 
Green Valley 14.60 13.55 13.55 13.55 
Lancaster 8 .. 00 13 .. 55 11.19 10.34-

(Incl. Somerset) 

1( Not mentioned in Appendix B of Exhibit No. 
but presumed to be applicable. 

8, 

The Commission further concludes that applicant should 

be directed to carry out the staff recommendations contained in 

Paragraph ~ .. 2 .. a., b., and c .. , of Exhibit: No.6, revised. 

ORDER ... ~- ....... -
I! IS ORDERED that: 

1. Application No. 50234, as attended, of Antelope Valley 

",\rater Company is granted in part and denied in part, and appli­

cant is authorized to file, after the effective Gate of this 

orde-r. , tbe rev':lscd schedule5 of r.::r.:cc as see foreh in Appendix "AU 

attached hereto. Said r~tes zr.all be cffeceive four days after 

the date of filing ~nd sh311 apply onkY to sc:vice ~cndered on 
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and after said effective date. Such filing shall comply with 

General Order No. S6-A. 

2. Applicant shall, beginning with the year 1969. determine 

deprccia~ion accruals by the straight-line remaining life method 

using the rates se~ forth in Table 8-2 on page 45 of its Revenue 

Requirement Study, dated March~ 1968. 

3.. Applicant shall install a booster pump to provide 

adequate service to 40324 North Calle Maceea De Flores and 

vicinity in its Green Valley District. 

4. Applicant shall, within 60 clays after the effective 

date hereof, install meters on all sources of supply and shall, 

within ten days thereafter, report to the Commission in writing 

its compliance herewith. 

The effective date of this order shall be twenty days 

after the date hereof. 

Dated at ______________ , California, 

this --... iff1~f-JoV\.. ____ day of 

, -
w ...... ,,_ 

, : ._ .. ~ -- . .... ---, . 
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APPENDIX A 
Page 1 of 6 

Sche<iulo No.. IA-l 

APPUCA13IL:n 

Applicable to all m~red water aarviee. 

TERRITORY 

A portion of tho cO%:lmUn.1ty of Iane~ter .and the community or Loella 
Valley and Vicinity" ~s Angolo~ Co'Unty" as :3hown on ma.~ tiled. as part 
of the,e t.a.rif!'~. ' , 

Quantity Rates: 

First 
Next 
Next 
Next 
Over 

300 cu. ft. or less . . .. • • .. • • • • • 
1,,200 cu. ft." per 100 C'tl. ft. 
1~5oo cu. ft." per 100 cu .. ft. . •.. 

.... f ••• .. 

7,000 cu. ft., per 100 cu. !toO 
10,000 cu. ft., per 100 cu .. ft.. 

", . . . 

Per Meter 
Per Month 

$3.60 
.42 
.34 
.Z7 
.19 

For 5/S x 3/4-'l:rJ.eh meter. 
For 3/4-1neh meter .. • • 
For l-ineh meter • 

• • • - • • ", ' •• $- 3.60 
. . . . .. 4.35 

For l:i-1neh meter. 
•• 5.85 

9.75 
.. . . . . . . . 

For 2-1neh meter .. • 
For 3-inch moter .. • .. • • .. 

• • .. .. • .... 13.2$ 

For 4-inch meter • .. • • .. • .. • 
21.00 
32.00 

The MinimIz:l Chargo 'Will entitle the ~tomer 
to the q'JAntity o! -N'.o.tc:- which tru:.t :rdn~mu:l 
charge- "Jill pur~hM$ at. t.ho Ql:a:t1t.~.t.y Ra:t.cs .. 

('1') 

I 
('1') 

(1) 

(I) 

(I) 

(I) 
(I) 
(R) 

. (I) 
(I) 
eN) 
(N) 
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APPLICABIlITY 

APmIDIX A 
Page 2 of 6 

Schedule No. IN-l 

Applicable to all metered water service. 

TERRITOFtf 

('1') 
I 

('1') 

('l') 

The comm~tie~ or Inyokern" North Edwards, Fremont Valley" ('1') 
C'aina take Acres, Willow Sprin,gs, Kern County; and Avenue E Lancaster, I 
I.e:: A..'"lgeles County and vicinitie=, a.s sho'W:l on maps :f'Uod. as part of 
these taritfs. ('1') 

Quantity Rates: 

First 
Next 
Next 
Next. 
Over 

300 cu. tt.. or less • .. .. • .. .. • .. .. 
1,200 cu. :!'t .. , per 100 cu.. .rt.. ...... 
1,500 cu. ft., per 100 cu.. ft. .• 
7,000 cu. fi., per 100 cu. 1't. ... 

10,000 cu. tt. .. " per 100 cu. !'t.. · . . . 
Min:imu:n Charge: 

Per Metor 
Par Month 

$:3.60 
.. 47 
.. 40 
.:31 
.20 

For 5/8 x :3/4-5.:Ach meter • 
For 3/4-1neh meter • 

.. . .. .. . .. .. .. · . $ 3 .. 60 

For 
For 
For 
For 
For 

.. .. .. · .. .. .. .. .. .. 4.w:J 
l-i."'l.ch meter .. · .. · .. .. .. · .. 6.00 
l~1nch :meter • · . .. .. . · .. .. .. . .. . 10.25-
2-inc:h '::notor .. 14 .. 25 · .. .. .. .. .. . 
3-i:lch meter .. · .. · .. .. · .. .. 2).00· 
I.-inch meter .. .. ... · . .. · .. 3;.00· 

The Y6..."'rimum. ~..ar80 will entitle th('! cu.o't.¢mer 
to the q~tit7 of 'W~:tor which that Minil:Ium 
charge ~..ll ~urch.9:;c .o.t thf.') Qu:mtit7 Ratee .. 

(r) 

I 
I 

f;') 
\-

0;) 

I 
• 
I 

(!) 
(N) 
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APPLICABILITY 

APPEmJD: A. 
Page:3 of 6 

Schedule No. GR-lA (1') 
t 

(1') 

Applicable to all metor«!. 'Water service furni~hGd. on a:l annu.ol (C) 
b~i'. (C) 

TERRITORY 

. Tllo comm\ll'litios of Green Valloy ::I.."ld lake Hughe:J and vieinit1os1 (1) 
to:; Angel~ CountY'. ('1') 

Monthly Quantity Ratos: 

First 
Next 
Next 
Next. 
Over 

300 cu. ft. or les3 .. • .. .. .. 
l1200 cu. !t., per 100 cu. tt. 
1,500 cu.. :rt., per 100 cu. it .. 
7,000 cu. :!'t., per 100 cu. ft. 

10,000 cu. 1't. 1 per 100 cu .. !t. 

For sle x :3/4.-S:nch met¢r • .. 
For .3/4-inch meter • .. • • 

· . .. . 
· . . . · . 

.. . 
For l-~ch metor .. .. • • • • # • • 

For l~-iDch meter • .. .. .. • .. .. • .. 
For 2-ineh l:leter .. .. . . . . . . . 

Por Meter 
Per Month 

$3.85 
.60 
.50 
.35-
..21 

Por Meter 
Per Y~3.r 

$ 41:>.20 
58.20 
84.00 

l44.00 
201..00-

The Annual MiDi::l:1J:l Charge 'Will entitle the 
customer to the quo.ntity or wator each ::onth 
which ono-tweJ..""th or tho onnu.::.l mS%limum eharge 
"-'ill P1Jrch3:!lo at 'the Mo~thl7 Qua.."ltity Ra.tcs. 

(Co:ltinued. ) 

(I) 
(R) 
(R) 

• • 
(R) 

(I) 
(I) 
(R) 
(I) 
{N) 
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SPECIAl. CONDITION'S 

APPENDIX A 
Pago 4 Q! 6 

ScheduJ.e No. GR--lA 

; . 

1. The ann\l.ll ~ charge applies to service during the 
12-month period COClencing JanW?-7 1 and 15 due in advance. It a 
peX'l:l:ll'lent resident or the area w been 8. C\Wtomer ot the utility 
tor a.t le3.3t 12 months, he may elect, at the beginning ot the 
c31endar yoar 1 ~ pay ~rora.ted :::nini:mm clul.rges in a.c!va."'lCO at intervili 
of less than one year (mont~ 1 bimonthly or quarterly) in a.ccordance 
with the utility's esta.blished. billing por1od~ tor -....a.ter U3ed i.."1 
excoss or the monthlY allowance under the ar~ual m~nimum charge. 
't-1hen meters are read bimonthly or qua.rterq" tho ch4rge .....ul 'be 
computed by dou.bling or t.ripling, respectively" the number ot cubic 
feet to which each block r~te is a.pplicable on a monthlY ba.si~ 
except tha.t meters my be rea.d. and qu.'mtity charges 'billed d'Ur1::!g 
the w'...nt.er oe3.$l"In at interv~ grea:t.er tb.3n three months. 

2. The Opening bi1l tor metered. seX'\"ice, except upon conve~ion 
from .t'lB.t rate sOrvice 1 ohall. be the established. 3l'll'l.ual minimum 
charge tor the service. Where initi41 service 10 oztablishcd a!ter 
the first do:y or :my year, the portion or such \l.nnual charge applic­
able t.o the C'C!%'ront yetJr shall be determined by multiplying the 
annual charge by one throe-hundrod-~jxt.y-ti!t.h (1/.365) or the n\D'ber 
or days rem.aining in the cAlendar yea:r. The balance or the ~ent 
or the initial :mnual charge shall be credited ~ga.inst the charge~ 
tor tho su.cceeding a:onual period. It service is not CClntinu.od tor 

(N) 

t:.t lea.=t one yea::- after the date of initial :3ervice, no re!und. of the 
initial amunJ. charge:: ~hall be duo the customer. (N) 
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APPLICABIlI'l"l 

APPENDIX A 
Page $ or 6 

Schedule No,. tH-2 LRA 

LIMITED ANNUAL RESIDENTIAL F'tAT RATE SERVICE --

('r) 

(C) 

A:ppli(:a.ble t.o l:im1tecl. :!'JAt rate l"CfJident1aJ. water ~erv1ce .furnished (C) 
on an annual 'bD.sis. ( C) 

TERRITORY' 

lako Hughez and vieinity" lo3 Angeles County" 

RATES 

Por Sei-vice ConnoC'ti"'n 
Per Year 

For ~ 3ingle-t~ re3idential unit" 
includ.ing 1'remi=03 " • " • .. .. " .. • • .. • .. • • .. $48.00 

For ea.ch Md:itional. singlo-tamUy re3idential 
tmi t on tho ~Bme pr0l:li5e~ and. served troe the 
same ~ervice connection .. • .. • .. .. .. .. • ... $48.00 

SPECIAL CONDITIONS 

l. The above nat ra.tos apply to a service connection not larger 
than one inch in diameter. . 

(I) 

(I) 

2. For $ervicc covered by the :l.bove cWsit1c.'3.tion" it the utilitj (C) 
~o olect3" a metor shall be inztalled and service provided under ! 
Schedule GR-1A" A..."lnual :{etered Service, e!tective ~ o! the !ir3t t!a.y i 
of tho !ollowing c~cndar month.. Where tho fl.3.t ra.te chG.rge tor a. I 
:tonod. h.ls been paid. in ~va.nee" ro:t1.Uld ot the pror4.ted. di.f£oronce

l 
f 

betw~en such £"...at rate p8.j'mont And the ~ meter chargo tor tho 
:lame period. sh::J.ll be mllde on or 001'0%'0 th.3.t Cay. (C) 

(Continued) 
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APPENDIX A. 
Page 6 o~ 6 

Schedule No. lH-2 lRA. 

LOOTED ANNUAL RESIDENTIAL FLAT RATE SERVICE --
SPECIAL CONDIT'!ONS-Contd.. 

3. Tho a..oomuaJ. flAt. rate chargo a.pplies to oervico d.uring the 
12-month peri«i commencing January 1 and. i3 ciue i.."'1 advance.. It a 
permanent re:;icient ot the area. has been a cu:tomor ot the utility 
for at least 12 :montM" ho =ay elect" a.t. the begim'ling ot the c:U.end.ar 
ye.lr" 'to pay prorated. 1'l.:l.t ra.te ch.9.rgo~ in advance a.t inter"J'w 01" 
1es$ t.han one year (:onthly', bimonthly or quarterly) in a.ccordance 
With the utility's established billi."1g period: .. 

4. The opening bill tor nat ra.te service shllll be the esta.b­
lished. 3..."'lnUAl nat rate charge tor tho service. Wllere initial 
service is e:tablished. a!ter the 1'ir3t day or any year, the portion 
or zuch annual cwge ~ppliea.ble to the cu..""'ront yea.r shall be cieter­
:nined by multip~ the a:mUo'll cho.rge ~.r one three-h1.Ulercd-s~y­
fifth (l/365) 01' the number or da~ roma.i."ling in the calendar year. 
The balance or the pa~ont 01" the initi.oJ. a::nuaJ. charge 3b4ll be 
creditec! ag~t the charges tor the succoeeir.g aMual per1«i. It 
:ervice is not continued. tor at. least one year a".4"t,er the date or 
ini tial ~rvico" no refund. or the ir.i tial a.."lnual cM.rgos shall be 
due the c~tomer .. 

('1') 

(C) 

5. Service 'lmder this schedule shall be J...imtoc!. to the pre:ni:sos 
being se~ed hereunder as ot the e£foet1ve date of this tariff 5hcot. (C) 


