
ALJ/JB\V /avs Mailed 11/5/98 
Decision 98-11-018 November 5, 1998 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of DOMINGUEZ WATER 
COMPANY (U-330-\V), RUSSIAN RIVER 
MANAGEMENT COMPANY, d.h.a RANcHO 
DEL PARADISO WATER COMPANY (U-122-W) 
and PHILLIP, JANET, JESSE AND GAYE 
GUIOOITI (or anEx Parte Order Authorizing the 
Acquisition of substantially aU of the Utility 
Assets of RANCHO DEL PARADISO WATER 
\VATER COMPANY by OOMINGUEZ \VATER 
COMPANY. 

Application of IX>MINGUEZ \VATER 
COMPANY (U-330-\\,), RUSSIAN RIVER 
MANAGEMENT COMPANY, d.h.a. 
ARMSTRONG VALLEY WATER COMPANY 
(U-I07-W) and PHILLIP, JANET, JESSE AND 
GA YE GUIDOTTI for an Ex Parte Order 
Authorizing the Acquisition of substalltially all of 
the Utilit}' Assets o( ARMSTRONG VALLEY 
WATER COMPANY by OOMINGUBZ WATER 
COMPANY. 

Application 98-03-020 
(Filed March 2, 1998) 

in) ffil[IClliUL~lfi\lL 

Application 98-03-021 
(Filed March 2, 1998) 

John Tootle, Attorney at Law, (or Dominguez 
\Vater Company and Phil E. Guidotti, President (or 
Armstrong Vallcy \Vater Company and 
I~ancho Del Paradiso Water Company, applicants. 

Peter G. Fairchild, Attorney at Law, (or the 
Ratepayer Representation Branch of the 
\Vater Division, protestant. 
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OPINION 

Background 

Armstrong Valley Water Company 

By Decision (D.) 41897 issued July 27, 1948, E.}. Guidotti wasgrantcd 

a certificate of public convenience and necessity (CPCN) to operate water service 

in the Armstrong Woods Valley and Lone Mountain Sl1bdivisi()n areas ncar 

Guerneville in Sonoma County, Cali (ornia. , Guidotti operated the systen\ doing 

. business as Armstrong Valley\Vater Con'pany (Armstrong) until age and failing 

health caused its sale in 1976. Today, Armstrong serVes approximately 310 

customers in Armstrong Valley and Noel Heights(South of Guerneville). Over 

the years, Armstrong incurred two SAFE· DrinkingWat~r Bond Act (SBW~A) . 
loans f(OJ'll the Deparhl\ento( Water Resour<:cS(DWR). As of Deccmbet31, 19'97, 

. . . ' ....;, I " :.. . 
the total loan obligations were: $81.,541.58 (Ioal\ E 51034), and $59,612.88 

(loan E 51044). 

Rancho Oel Paradiso Water company 

By 0.49405 issued December 8, 1953, R.J. Guidotti was granted a CPCN to 

operate a public utility water systein in th~ Rancho Del Paradiso Subdivision 

near Duncan Hills in Sonoma County, California. Guidotti opctatcd the system 

doing business as Ran,cho Del Paradiso Water Company (Rancho) until age and 

failing hecllth caused its sate in 1976.· Today, Rancho serVes approximately 

60 customers. Over the yeats, Rancho incurred a SDWBA loan (ron\ D\VR. As of 

December 31, 1997, the total loan obligation was $40, 160.44 (loan E 51059). 

RussIan River Management Company 

The Russian River Mal\agcment Co)}\pany (Russian River), a Cal,iiornia 

corpor,\lion, was organized by E.}. Guidotti alld Helen C. Guidotti 

(Shareholders). By D.86336 issued August 31, 1976, Russian River was 
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authorized to acquire both Armstrong and Rancho, and docs business through 

the 1atter t\'lO utilities. 

Phillfp, Janet, Jesse and Gay& Guidotti 

Today, Phillip, Janet, Jesse, and Gaye Guidotti (the Shareholders) own 100 

percent ot the issued COI1'UTIOn stock of Russian River, and thus, own and control 

Armstrong and Rancho. 

Domtnguez WaterCorporatl6n 

Dominguez Water Corporation (DoI'l)jnguez), a California corporation 

organized January 26, 1937, commenced public utility operations pursuant to 

authorization granted by 0.32739 on January 16, 1941, as the successOr to 

Dominguez Water Company which assertedly had operated as a water mutual 

since 1911, until its demise as the consequence of a bond default in 1936. 

TOday, DoIrtinguez) a Class A water utility, is the wholly owned subsidiary 

of Dominguez Services Corporation, whose common stock has been quoted since 

about 1987 on the National Association of Securities Dealers Automated 

Quotations (N~SDAQ). 

Dominguez provides water service to approximately 32,000 (:ustomers in 

servke areas which include most of the City of Carson, a large portion of the City 

of Torrance, a modern industrial subdivision in the City of C;onlpton, a strip of 

los Angeles County, and a commercial subdivision tract in the City of 

los Angeles. In addition, Dominguez owns all of the outstanding capital stock of 

Antelope Vaney Water Company serving approximatel}' 1,250 customers in 

Northern Los Angeles County, as well as Kernville Domestic Water Company, 

Lakeland Water Company, and Arden Water Company, which collectively serve 

approximately 4,000 customers in the Lake Isabella area in southern Kern 

County. 
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Statement of Fact 

Dominguez intends to expand its small water utility acquisition program 

to the Santa I{osa area of Sonoma County. It believes that it will be able to 

achieve certain operational efficiencies and economics of scale that would benefit 

the customers of such small utilities. 

\-Vith Russian River and its Shareho1ders facing a need to finance 

substantial improven\ents in both Armstrong alld Rancho, and with Phillip now 

desiring to retire with no other fan\il}' member /shareholder willing to take over 

Inanagement of the systems after his retirement, the compan}' and the 

shareholders decided to sell the utilities' assets and exit the utility business. 

The Application 

Accordingly, on January 22, 1998, Dominguez, Donlinguez Services 

Corporation, Russian RiVer, and the Shareholders entered into an Acquisition 

Agreement and P1an of Reorganization (the Agreement). By the terms of the 

Agreement, Dominguez will acquire all of the utility assets of both Armstrong 

and Rancho, and will also aSSUIl\e each utility's SDWBA loan obligatiOl\s. In 

exchange, Dominguez will cause the transfer, at closing, to Armstrong of 11,541 

shares of Don\inguez Servkes Corporation common stock (valued at $200,046), 

and to Rancho of 814 shares (v,lIued at $14,454). The respective purchases prices 

represel\t the adjusted closing price of the common stock ($17.33) at the 

September 30, 1997 valuation date, nlultiplied by the adjusted number of shares 

to be delivered to each utiJity at the closings (Dominguez declared a three lor two 

stock split effective January 1, 1998. Both the number of shlUcs and the dosing 

price at the valuation date were adjusted in accordance with this stock split). 
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ArmstrClng 

Armstrong's assets were divided between i'land and landrights" and 

"(ompany funded plant." TIle applic(lnts did an asset valuation analysis, 

induding both a market appraisal of the real property, and a replacement (ost 

analysis (done by Donald R. Howard Consulting Engi~eers) of all the company 

funded plant assets. 

The application set forth the book value of the rate base assets at $160, 476, 

with applicant's appraisal of fair market valued at $196, 090, and reproduction 

cost new less depreciation (RCNLD) at $208,064, for Armstrong. The difference, 

or IImarket differcntial/' between book value and fair market value, under this 

appraisal, was $35,614, or approximately 2~% of book value. 

The applicants also performed a rate impact anAlysis to determine the net 

impact were the market value to be applied with reference to Armstrong's annual 

reVenue requirements. Induding SD\VBA's surchatge, the analysis showed a 
slight 1.3% decrease in annuAl revenue requirements. Don\inguez further stAted 

that it would not seek any change in Armstrong's current rates or tariffs until 

after 1999. DOJl\inguez would make (erlain improvem.ents related to surface 

water treatment, "nd conlplete a \Vatershed Sanitary Survey to bring the Noel 

Heights Area into (on\pliance with the State's Surface Water Filtration and 

Disinfection Treatment requirements. It would also add at least 30,000 gallons 

stomgc to the main system. 

Rancho 

Por Rancho, the applicants did an asset valuation analysis, induding a 

replacemelH cost analysis (done by Donald R. Howard Consulting Engineers), of 

aU the (oJl\pany funded pl"nt assets. 
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The application sets forth the book value of the ratebase assets at $8,957, 

with a fair market appraisal of $13,699, and RCNLD valuation of $21,919. The. 

"market differential" between book value and fair market value, under this 

appraisal was approximately 53% of book value. 

The applicants also performed a rate impact analysis to determine the net 

impact were the market value to be applied with reference to Rancho/s annual 

reVenue requirements. Including SD\VBA's surcharge, the a'tlalysis showed a 

slight 0.05% decrease in annual reVenue requirements. Here again, Dominguez 

stated it would not seek any changes in Rancho's currertt rates or tariffs until 

after 1999. Don\inguez would nlake certain'improvements related to surface 

water treatment, and complete a Watershed Sanitary Survey to bring the system 

into compliance with the State's SurftlCe \Vater FiltratiQn and Disinfection· 

Treatn\ent requirements. 

As Dominguez is capable of financing allfutul'e in\proven\ents needed to 

maintain and upgrade the two systems, and brings a lower cost of capital under 

its equity structure as a Class A utility, Dominguez believes the transactions will 

benefit the customers of both Armstrong and Rancho. 

Dominguez believes that adoption o( the $196,090 "{air market valuation 

(or Armstrong, and $13,688 valuation (or Rancho, for the respective rate bases 

and other ratesetting purposes is in accordance with the prOVisions of the Public 

Water System Investment and Consolidation Act of 1997. 

The applicants requested that the Commissiol\ issue its order authorizing 

the respective sales and transfer ex parte. 

Pursuant to provisions of Rule 6.1 of the Commission's Rules of Pr(lctice 

and Procedure, by Commission Resolution ALJ 176·2989 issued March 26, 1998, 

the proceeding was preliminarily designated as "riltemaking" with the 

probability that no hearing would be necessary. 
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Notice and Protest 

By letters mailed ~1arch 31,1998, Armstrong and Rancho customers were 

informed of the pending transactions. Notices also appeared in the 

Contn\ission's Daily Calendar of l\,farch 18, 1998. Thc'se were no responses as to 

Armstrong, and one response for Rancho; the latter seeking more information 

about Dominguez, and expressing apprehension regarding rates after 1999. 

On March 31,1998, the Ratepayers Representation Branch of the \Vater 

Division (I'lliB) filed a formal profest in each application, asking for a hearing 

cOl\cerning the e(fed of the proposed acquisition on the rates charged customers. 

Hearings 

A prehearing conference was held May 8, 1998 before Assigned 

Commissioner Henry M. Duque and Administrative La\\' Judge 

(AL) John B. \Veiss, following whtch the Commissioner on May 15, 1998 issued a 

Scoping Memo and Ruling setting the proceedings (or hearing and designating 

AL} \Veiss as the principal hearing officer for the proceedings. It was agreed the 

proceedings would be consolidated for decision. 

After a protest Was (ifed, the assigned Comnlissioner at the Prehearing 

Conference determined, and in his Scoping Memo ruled, that a hearing , .. 'as 

required. 

As directed by the Commissioner's Scoping Memo and Ruling, on 

June 19, 1998, RRB isslled its consolidated report on the appliCtltions. RRB's 

differences with the appraisals of both appJications, centered upon the 

applicants' assumptions of very long lives of plant that each utility has been 

depreciating over shorter periods. This inflated the RCNLD valuation under 

RRB's vicw; (or Armstrong $208, 064 vs. RRIl's $8.,607; (or Rancho $21,919 

\'s. I{RB's $4,797. But under the applicant's appraisal values, for Armstrong the 

fair n\arket value of $196/090 did not exceed the RCNLD valuc of $208,064; (or 

-7-



A.98-03-020, A.98-03-021 ALJ/JB\V/avs 

Rancho the fair market value of $13,688 did not exceed the RCNLO value of 

$21,919. 

RRB's recommendation in its report, based upon its estimated cost of 

future operations under Dominguez as contrasted with Arnlstrong and Rancho 

operations, was to approve the acquisitions, but to require retention of the 

present book value rate base of $160,476 for Armstrong and $8,957 for Rancho. 

RRB would also withhold approval until Dominguez furnished evidence of 

compliance with Health and Safety (H&S) Code § 116S40(a)1 

Prior to the evidentiary hearing, the parties in(ormaHy advised the ALI 

that they had basically reached a Settlement, but that a ineffiorialization for each 

utility could not be completed in tin\e for the hearing. Essentially, the Settlement 

provided that, consonant with PU Code § 2720, Dominguez could r~ord as rate 

base (or Arn,strong, $175,000 based uPon a revised appraisal frorn $178,540; and 

[or Rancho could record as rate base $13,000, also based upon a revised appraisal. 

It was further agreed that Dominguez should be authorized to assume the 

SD\VBA loan obligations of both Armstrong and Rancho, and that in view of a 

DHS letter sent to Don\inquez on Jul}' 10, 1998 essentially n'ecling the H&S Code 

§ 116540(a) requirements, acquisition authority should not be withheld on that 

account (or either acquisition.-

I n&s Code § 116540 (a) provides: 

"No public w.lter system that was not in existence on January 1, 1998 shall be 
granted a perlnit unless the system demonslr.ltes to the department that the 
water supplier possesses adequate financial, managerial, and tC(hnical capability 
to assure the delivery of pure, wholesome, and potable drinking water. This 
sC(tion shall also apply to any change of ownership of a public water system that 
occurs after January I, 1998." 

2 The DBS July 10, 1998lettcr addressing the compliance of Armstrong and Rancho 
with the new statutory requirements was addressed prematurely to "Redwood Valley 
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The duly noticed hearing scheduled for July 15, 1998 in San Francisco was 

advanced one day to July 14, 1998 for the convenience of the parties.' At that 

hearing the Staff's June 19, 1998 report and a copy of the DHS letter were 

received into evidence. Commissioner Duque was present for the consolidated 

hearing. The two applications Were submitted for decision July 15, 1998, with 

provision (or the (orn\ally signed Scttlen1ent to (oHow as a late filed Exhibit No.3 

in each ptoceeding. On August 6, 1998, Settlement Exhibits in each proceeding 

were filed. 

Discussion 

PU Code § 851 ct seq. require prior Commission authorization" (or the sale 

and trat\s(et o( the property or of control o( a public utility. This is because it is 

the (unction o( the Commission to protect the public interest, to prevent 

impairment of the public sen'ke by a traosler into the hands with par tics 

incapable of rendering adequate service at reasonable rates or upon terms \vhich 

would produce the sante undesirable result (So. Cal. Mountain Water Co. (1912) 

1 eRe 520). 

Dominguez has extensive small water system experience, currently 

owning and operating tcn small systems in .the Kern RiVer Valley, and four small 

systems in Antelope Valley. Under Dominguez, apart from achievement of 

oper .. 'ltional efficiencies and economics of scale, DHS connection moratoriums 

previously in effect lIJ\der prior system owners have been lifted. Don\inguez 

Water Company"j the new subsidiary Dominguez is in process of organizing to own 
and manage acquisitions in the Sonoma County such as Armstrong and Rancho. 

, The proceeding was also called on July 19,1998 as noticed and scheduled, with 
Commissioner Duque prescnt. No additional parties appearing, the proceeding was 
submitted. 
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offers more favomble debt terms through its access to capital markets than are 

available to srnall independent systerns. It is our conclusion that Dominguez has 

the financial, managerial, and technical capability to successfully operate the 

Armstrong and Rancho systems with definite benefits to the customers of each. 

Dominguez plans to increase the Armstrong storage capacity by 30/000 gal10ns 

and to make other improvements to bring the system into compliance with State 

requirements. In addition, it will begin replacement of undersized mains. For 

Rancho, DOminguez plans to drill a new well in 1999 away from surface water. 

These additions will all benefit the customers. 

In recognition of the capital jnvestn\ent problems faced by small water 

utilities in Il\eeting needs to replace or upgrade their systems to meet safe 

drinking water laws and to provide adequate fire flow,' the Legislature last year 

passed the Public \Vater Systenls I~\V(>stn'leI\t and Consolidation Act of 1997.· The 

act provides hlcelllive to larger water utilities to acquire smaller systems. The 

Act prOVides that the Commission shall use I/{air market valuell as the standard 

to establish the rate base value of an acquired distribution system, and for 

ratesetting purposes (PU Code § 2720(a».~ Howcver, if the I/fair market value" 

• TI1C Act was codified as PU Code §§ 2718 et seq. 

S Pursuant to PU Code § 2720 (a)(I), "Iair market value shall have the same meaning as 
set (orth in Civil Pro<:edure Code § 1263.320: 

"(a) The (atr market value of the property taken is the highest price on the date 
of valuation that WQuld be agreed to by a seller, being willing to sell but under 
no particular or urgent neCessity lor so doing, nor obliged to sell, and a buyer, 
being ready, wi1ling, and able to buy but under no particular necessity (or sO 
doing, each dealing with the other with full knowledge of all the uses and 
purposes (or which the property is reasonably adaptable and available. 

FoolHole (C)fllimlt"ll OIl1U':d pt.1gt 
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exceeds RCNLD, foe difference in the rate base ma}' still be included for 

ratesctting purposes if the Conlmission finds that the additional amounts are fair 

and reasonable as set forth in PO Code § 2720(b). 

In the present two proceedings, the June 19, 1998 RRB Report took 

exception to the RCNLD appraisals submitted by Dominguez, Arrnstrong, and 

Rancho itl their applications. Use of RRB's RCNLD appraisals would have 

resulted in the II/air market values" exceeding the RCNLD appraisals, thereby 

invoking PU Code § 2720(b). In bOth instances, RRB arid the applicants revisited 

their initial appraisals of both"fair market valuell and RCNLD. By the 

Settlement the parties ha\~e agreed upon ne\v appraisals.· For Armstrong, the 

"fair market value" as revised is $175,000/ which is less than the partiest revised 

RCNLD appraisal of $178»40. For Ran(ho, the I/{air market ,taltlei
, as revised is 

$13,000, which is less than the parties' revi~ed RCNLl! appraisal of $17,322. The 

resolution pr()posed by the Settlement serves to obvHite any necessity to resort to 

the PU Code § 2720(b) judgements, and permits Don,iriguez to record as rate 

base for Armstrong $175,000, and for Rancho $13,000. In that these revisions 

were based upon turther review of the data furnished by applicants and RRB, 

and after on-site inspections by RRB, the revised appraisals, using depredation in 

accordance with our Standard Practice U-4, arc accepted. 

While there were no specifically noticed settlement conferences, the four 

parties proceeded informally before reaching a resolution of their differences. 

The parties having joined in the offered Settlements, as permitted by Rule 51.10 

where there would be no ir1\pairment of the public interest, Rule 51.1(b) which 

"(b) The fair market value of property taken for which there is no relevant, 
comparable rllarket is its value on the date of valuation as determined by any 

. method of valuation that is just and equitable." 
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requires at least one noticed settlement conference may be, and under these 

circumstances, should be waived. 

The Settlements sct forth fadual and legal consider,ltions adequate to 

advise the Commission of their scope and of the grounds permitting adoption. 

The benefit to the ratepayers of both Armstrong and Rancho not only for the 

present, but also for the fulure, are evident. In light of the entire tcrord. We find 

the Scttlements to be consistent with law and the public interest. In addition, in 

that the Settlements command the sponsorship of all parties to each proceeding, 

each party being represented either by legal counselor competent corporate 

officers; the Settlements' terms do not offend statutory provisions or prior. 

Comm.ission decisions; and sufficient information is conveyed by each Settlement 

to allow the Commission to discharge its regulatory-obligations with regard to 

the matters covered in the Settlements. Thus, the Settlements satisfy the 

requirem.ents for /lall party" settlements as set forth in Re San Diego Gas and 

Electric Companf General Rate Case (1992) 46 CPUC 2d 538,550. Accordingly, 

the Settlements are accepted by the Commission. 

While the applications in both proceedings and representations during 

hearing represent that upon Dominguez's acquisition oE the assets of Aro\strong 

and Rancho, Dominguez wiJI have completed the formation of a new subsidiary, 

Redwood Valley Water Company (Redwood VaHey). At such tin'c Dominguez 

would use Redwood VaHey to purchase, operate, and manage the Arn\strong 

and Rancho utility assets. At no time has Redwood VaHey been in any way 

qualified before the Commission. Until this qualification is accomplished 

pursuant to provisions of PU Code § 851 et seq., any sate, purchase, assignment 

or tr,tnsfer of utility assets or control of Armstrong and Rancho assets or 

operations cannot be consummated. 
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Comments on the Proposed Decision of the Administrative Law Judge 

As provided b}t PU Code § 311, the Proposed Decision of AL} Weiss was 

servcd on the partics to this decision. To allow the Commission to issue its 

decision olote qukkly,the parties by letter dated October 8,1998, waived the 

20-day and 5-day periods for conlments and replies to comments and the 3D-day 

waiting period prescribed by the Commission's Rule 722.2 and PU Code § 311(d), 

and agreed to file their only comments, if there were to be comments, within five 

days of the October 20,1998 mailing date of the Proposed Decision. No 

comments were filed. 

Findings of Fact 

1. Armsh'ong is a public utility water company providing water service in the 

areas known as Armstrong Vallcy and Noel Heights near Guerneville in Sonoma 

County. 

2. Armstrong is whollyowned by Russian River. 

3. Rancho is a public utility water company providing water service in the 

town of DUI1C,1n Hills in Sonoma County. 

4. Russi"n River is a California corporation with 100% of its issued stock 

owned by the Shareholders (Phillip, Janet, Jesse, and Caye Guidotti). 

S. Donlinguez, a wholly owned subsidiary of Dominguez services 

Corporation, is a Class A water public utility prOViding water service directly 

and through wholly owned subSidiary sl'nall water companies, to apprOXimately 

37,250 customers in several areas of California. 

6. Dominguez's comn\on stock is quoted on NASDAQ. 

7. Dominguez is seeking to expand its oper,ltions into Sononta County, 

California, through acquisition of smalll()~al water utilities to be under a new 

subsidiary, Redwood Valley \Vater Company. 
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8. The Shareholders, [acing the necessity of substantial investments for capital 

improvements to Armstrong and Rancho, and with Phillip Guidotti desirous of 

retiring but with no family/shareholder interested in managing either utility, ate 

desirous of selling both utility's assets. 

9. Armstrong and Rancho, as of January 21, 1998, respectfully each have 

SDWBA loan obligation baJances of $136,118,09 and $38,727.52. 

10. On January 22, 1998, DOnUnguez, Dominguez Services Corporation, 

Russian River,and the Shareholders entered into an Acquisition Agreement and 

Plan of Reorganization. 

11. By this Agreement Dominguez win acquire all the utility assets of 

Armstrong and Rancho altd will assume the SDWBA loan obligations of the latter 

in exchange for Dominguez causing the issue of Dominguez services 

Corporation common stock to Arrnstrong and Rancho. 

12. In anns length negotiations between willing parties with no party under 

an obJigation to act, the parties appraised and valued land and company funded 

plant in accordanc:e with the standard of IJfair market value" as of 

September 30, 1997, resulting in an asset valuation of $196,090 for Armstrong and 

$13,688 for Rancho. 

13. Using the dosing NASDAQ quotation of Dominguez common stock as of 

the same September 30, 1997 valuation date, the parties calculated the number of 

Dominguez Services Corporation shares, 11,541 with a valuation of $200,046 

applicable to Armstrong, and 834 shares with a valuation of $14,454 applicable to 

Rancho, that would be issued to Armstrong and Rancho in consideration for the 

sale and transfer of the latter two utility's assets to Dominguez. 

14. The agreements define Arn\strong and Rancho non-rate based assets as 

"SDWBA FUNDED PLANT", and Donlinguez intends to record these non-rate 

based assets at their book value. 
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15. RRB protested the appJications, and as of its June 19, 1998 consolidated 

report determined upon $81,607 and $4,797 as the appropriate RCNLO appraisals 

(or Armstrong and Rancho assets as opposed to the 'aUer's respective $208,064 

and $21.919 appraisals. 

16. RRB did not contest the purchase prkes to be paid by Dominguez to 

Armstrong and Ranchoi its concern was with the proposed "lair market value" 

rate base valuations sought, and rate impact upon the customers. 

17. Applicants also submitted rate impact analysis (or each application, using 

JJlair n\arket" valuations which showed that the rate impact, when SDWBA's 

surcharges were included, \vould result in insignificant impacts. 

18. Dominguez asserts that under its ownership, because of lower fina~cing" 

costs due to its equit}' s"tructure as a Class A utility; eHidendes of operation and 

economies of scale it can bring to the Armstrong and Rancho systems, the 

adoption of its proposedulait market valuations" (or the respective utility's rate 

bases would produce Il\initl'tal impact on tates while bringing benefits to . 

Armstrong and Rancho customers. 

19. Dominguez would add improvements to both the Armstrong and Rancho 

systcn'lS ,,(ter takeover. 

20. The parties negotiated on their appraisal, revising both the "fair market 

values'" and the RCNLD appraisals, and subsequel\t1y entered into all party 

Settlements which recommend Commission approval of the appJications 

consistent with lower nlte base recommendations in the Settlements. 

21. The proposed sale and transfer of Ar'.llstrong and Rancho utility assets to 

Dominguez would be cost effective on a revenue requirements basis, as 

c=ontrasted to continued operation by Russian River, when continued Russian 

River operation would include the (apital investments nceded to bring each 

utility's system to Gelter<ll Order and OHS standards. 
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22. The proposed Settlement is reasonable, consistent with law, and is in the 

public interest, n\eeting as it does the requirements of Rule 51.1 of our Rules of 

Practice and i'r()(edure, and the guidelines sct forth in He San Diego Gas and 

Electric (supra). 

23. As Don\jnguez, Russian River, and RRB Were the only parties of t~ord in 

both captioned proceedings, there was nO impairment to the public interest in 

their"not having convened at least one noticed settlement conference before 

signing and submitting their settlements, and as provided by Rule 51.10, as all 

joined in the resulting Settlements submitted, the requirement may be waived. 

24. Dominguez has the financial, n\anagerial, and technical capability to 

operate· the Annstrong and Rancho systellls. 

25. The July 10, 1998 letter' from bHS indicOates that Dominguez has satisfied 

that agency's req~tirements under its H & S Code so as to pose no impediment to 

Commission consent to the propo·sed sales and translers of Armstrong and 

Rancho. .'.: o· 

26. Dominguez should be authorized to assun\c the obligations of Armstrong 

and Rancho under the latters' SDWBA loans for operation, maintenance; and 

repairs of the SD\VBA loan funded assets; collections of the respective 

surCharges, and remittances as required pursuant to the loan agreell'lents. 

27. Dominguez will seek no general rate adjustments relative to either the 

Armstrong or Rancho systems until after 1999. 

28. Armstrong and Rancho are In need of system improvements immediately. 

The improvements cannot be made until the proposed acquisition is completed. 

29. In that the parties h' the captioned proc:eedings are the same; the issu('s are 

substantially the sante; the proceedings were consolidated for hearing for the 

convenience of the parties; and that the settlentents arc sin\ilCll', to avoid multiple 
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decisions and consequent costs the decisions in each proceedings should also be 

consolidated. 

ConclusIons of Law 
1. The settlements submitted by the parties in each proceeding should be 

adopted by the Commission. 

2. Dominguez should be authorized to purchase and acquire, and Russian 

River dba Armstrong and Ranchos, and Phillip, Janet, Jesse and Gaye Guidotti, 

should be authorized to sell and transfer the rate >based Armstrong land and 

company funded assets, and the rate based Rancho company funded assets as set 

forthin th~ir respective applications; and the Armstrong and Rancho Certificates 

of Public Convenience and Necessity should betrans/erred with the assets to 

Dominguez. 

3. The IItair market value" of Armsttong's land and-~ompariy funded assets, 

collectively set at $175,000 in the Armstrong SettJenlent, shou1d be adopted 

pursuant to provisions of PU Code § 2720 lor rate base and ratesetting 

provisions, upon Don'linguez's acquisition of these assets. 

4. The "{air market value" of rancho's conlpany funded assets set at $13,000 

in the Rancho Settlementl should be adopted pursuant to provisions of PU Code 

§ 2720 for rate base and ratesetting provisions, upon Dominguez's acquisition of 

these assets. 

5. Dominguez should be authorized to "ssuo\e the SDWBA loan obligations 

of Armstrong and Rancho upon Dominguez's acquisition of the latters' assets, 

and in each instance the SD\VBA funded plant assets should be recorded on 

Domitlguez's books at their respective book values. 

6. Upon rernittance by Russian River dba Armstrong and Ranchos to the 

Commission of the Public Utilities Conunission Rein,bufscn\ent Pees conected to 

the effective date of the sates and transfers of the Annstrong and H.ancho (lssets, . 
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Russian River and Phillip, Janet, Jesse and Gayc Guidotti should be relieved of 

their public utility water obligations. 

7. Redwood Valley in no way having been qualified before the COIl'lInission 

pursuant to provisions of PU Code § 851, or otherwise,l\o sale, purchase, 

assignment, or transfer or any of the assets or control of either A rni.strong or 

Rancho assets or operations to Redwood Vallcy can be consummated. 

8. These proceedings should be dosed. 

ORDER 

IT IS ORDERED that: 

1. \Vithin 90 days alter the effective date of this order, Russian River 

Management Company (Russia-n River) dba Armstrong Valley \Vater Company 

(Anllstrong) and Rancho Del Paradiso (Rancho), and Phillip, Janet, Jesse and 

Gaye Guidotti (the shareholders) may sen and transfer to Don'tinguez Water 

Company(Dominguez), and Dominguez Olay purchase and acquire, the rate 

based land and con\pany funded plant assets of An't'tstrong and the rate based 

company funded plant assets of Rancho as provided in 

Application (A.) 98-03~021 and A.9S-03-020, and Dominguez is authorized to 

assume the Stl(e Drinking Water Bond Act (SDWBA) obligations of both 

Armstrong and RAncho relative to the rit,n-rate based plant assets of each funded 

by SDWBA loans. 

2. Upon acquisition by DOlhlnguez pursuant to this order, the rate base value 

of the Armstrong land and compan}' funded plant assets, and the rate base 

values of the Rancho company funded plant assets, will be set at $175,000 and 

$13,000 respectively, and as ptovided by PU Code § 2720, those valuations will 

apply (or the (uture (or both nltesetting and all other related purposes. 
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3. Upon their acquisition by Dominguez, the Armstrong and Rancho SDWBA 

funded assets will be recorded at book value. 

4. The Settlcments submitted by the partics' to these two proceedings are 

adopted by the Commission and are appended to this order as Appendix A. 

5. \Vithin 10 days after the actual sales and translers, Dominguez shall notify 

the Comnlission of the dates on \vhich the sales and transfers were 

consumnlated. True copies of the instruments effecting the sales and transfers 

shall be attached to the written notifications. 

6. Upon completion of the sales and transfers, and remittance to the 

Comnussion of the Public Utilities Conlmission Reimbursement Fees collected to 

the e((ective dates of the sales and transfers, Russian River and Phillip, Janet, 

Jesse and Caye Guidotti shall stand relieved of their public utility water 

obligations, and their certificates of PubJk Convenience and Necessity shall be 

transferred to Dominguez. 

7. The assigned Con\olissioner's determination in the Scoping Memo and 

Ruling that a hearing was necessary is affirmed. 

8. 1\.98-03-020 al\d A.98-03-021 atc dosed. 

111is order is eftcctive toda}'. 

Dated November 5, 1998, at San Francisco, California. 
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Off-ORE THE Pl:OLfC UTILITIES CO!<.IMISSIO:-': 

OF THE STATE OF CAlIFOR:\IA 

In the Mauer of the Application of ) 
DOMINGUEZ WATER COMPANY~ ) 
RUSSIAN RIVER MANAGEMENT ) 
COMPANY Cd.b.a. RANCHO DEL ) 
PARADISO WATER COMPANy) and ) 
PHILLIP. JANET. JESSE AND OA YE ) 
GUIDOTTI for an Ex Parte Order Authorizing ) 
the Acquisition of substantially aU of the ) 
Utility Assets of RANCH 0 DEL PARADISO ) 

. WATER COMPANY by DOMINGUEZ ) 
WATER COMPANY ) 

--------------------~----) 

SETTLEMENT 

.,.. 

Application 98·03·020 

Fit E 0 
fU3UC UJILITIES COWt\ISSiON 

AUG 061998 

SAN FRANCISCO O~f!CE 
NO.------________ _ 

J.I This Settlement resolves all issues in the matter of the application 

("Application') of Domingutz Water Company ("Dominguez") to acquire aU of the 

assets of Rancho del Paradiso Water Company ("Rancho del Paradisot
). The parties to 

this Settlement are Dominguez, Rancho del Paradiso. and the Ratepayer Representation 

Bran~h (uRRB") of the Water Division. collectively referred to as the "Parties." They are 

the only parties in this proceeding. 

1.2 The Application also requests authority (or Dominguez (0 asswne Rancho 

del Paradise's obligations under the Safe Drinking Water Bond Act (SOWBA). pursuant 

. to. Contract No. E51 044 with the California Department of Water Resources. 

1.3 In addition. the Application requests authority for Dominguez to. record as 

ratcb.lsc (or Rancho del Paradiso llie pric~ of S 13.688. based on an appraisal of 

Rcpla~emcnl ('\\$t S\'\\ tess Depr\-ci;llion in the amount of $21.919. 

·1· 



1 A On compktion of irs revil!w ofthl! Application. RRB $ubmiltl!d 3 Report 

on the Propos~J Acquisitions by Dominguez Water Compan,t. dated June 19. 1998. 

hereinafler referred t() as the "Report:' The recommendations of the Report arc 

summ31ized below: 

(a) BaSed on the estimated cost o( future operations, Dominguez should be 

authorized to acquire the assets of RandlO del Paradiso. 

(b) Based On RRB'slov,'et appraisal of Rancho del ParadisO, Dominguez should be 

authoriud to record as rate base the present ratebase of $8,981, not the price of 

SI3,688 requested by the Application. 

(c) Authority (or Dominguez to acquire the assets of Rancho del Paradiso should be. 

v,ithheld Wltil Dominguez complies with SectioD.116S40 (a) of the California 

Health and Safety Code. which tequires that new opcrat0.rs demonstrate to the 

California Department of Health Services (UDHS") that they pOssess adequate 

financial, managerial, and tedmical capability to provide proper service. 

1.5 Subsequently, the Parties held a meeting in Los Angeles to discuss the 

follov.1ng issues raised by the Report: (a) the difference between the appraisals of 

Dominguez and RRB and (b) the matter o(comptlance \'rith DHS's requirements. This 

meeting resulted in the soc~ess(Ul resolution of all issues. 

1.6 The Parties ha\'e agreed ahat authority for Dominguez to acquire all of the 

assets of Ran(ho del Paradiso should nOt be v.ithherd in view of the letter DHS sent to 

Dominguez on July 10. 1998. stating that Dominguez has dearly demonstrated to DHS 

that it possesses adequate financial, managerial. and technical capability to Operate 

Rancho del Paradiso and that DHS will issue an amended Water Supply Ptrmit to 

Dominguez once the Calirornia Public Utilities Commission ("Commission't) has 

oppro\'ed Dominguez' acquisition of Rancho del Paradiso. 

·2· 



CERT(f(CATE OF SERVICE 

I hereby certifY that I have this day served the toregoing document entitled 

SETTLEMENT to the parties ofiecQrd in this proceeding by mailing by fitst­

class mail a copy thereofptoperly addressed to each party. 

Dated at San FranCisco, California, this 6th daf of August~ 1998. 

lsi ALBERT HILL 

Albert Hill 

"7 .~'" ... ... ~ . - .......,. 



BEFORE THE PUBLlC UTILITIES CO~IMISSION 

Of THE STATE OF CALIFORNIA 

(n the Matter of the Application or ) 
DOMINGUEZ WATER COMPANY, } 
RUSSIAN RIVER MANAGEMENT ) 
COMPANY (d.h.a ARMSTRONG VALLEY ) 
WATER COMPANy) and PWLLIP. JANET, ) 
JESSE AND OA YE OUIDOITI for an Ex ) 
Parte Order Authorizing the Aeqwsition of ) 
substantially all of the Utility AsSets of . ) 
ARMSTRONO VALLEY WATER ) 
COMPANY by DOMINGUEZ WA 'fER ) 
CO~fPANY } 

-------------) 

SEntEMENT 

Application 98·03·021 

f ~ lEn 
PU8UC (Jl1UflES CCMM~$SION 

AUG 061998 

SAN F?:.\NCISCO oFHce 
NO.--------------_ 

. 1.1 This Settlement resolves aU issues in the matter of the application 

("Application'') of Dominguez Water Company (UDominguez'1 to acquire all of the 

assets of Armstrong Valley Water Company ("Armstrong Valley',). The parties to this 

Settlement are DOminguez, AnnstrOilg Valley. and the Ratepayer Representation Branch 

("RRBU) of the Water Division, collectively teferred to as the "Parties." They are the 

only parties in this proceeding. 

1.2 The Application also requests authority (or Dominguez to assume 

Armstrong Valley·s obligations under the Safe Drinldng Water Bond Act (SDWBA). 

pursuant to its Contract Nos. ES 1034 and ES IOS9 with the Caljfornia Department of 

Water Resources. 

1.3 In addition, the Application requests authority for Dominguez to record as 

rote base fot Annstrong Valley the price of $196.090. based on an appraisaJ of 

Replacement Cost New tess Depreciation in the amount of $208.064. 

·1· 



I A On completion of its revkw of the Applicatioll .. RRB submitted a Report 

on the Propos\!d A~quisitions by Dominguez Wattr Comp.:my. dated June 19. 1998, 

hereiniltier rel~rred to as the "RepOrt:' The recommendations of the Report are --_._-_ ...... 
summarized below; 

(a) Based On the estimated cost ofroture operations. Dominguez should be 

authorized to acquite the assets of Armstrong Va1ley. 

(b) Based on RRB's lower appraisal of Armstrong Valley, Dominguez should be 

authorized to record as rate base the present ratebase 0($160.476. not the price of 

$ 196.090 requested by the Application. 

(c) Authority for Dominguez to acquire the assets of Armstrong Valley should be 

withheld unlil Dominguez complies with Section 11654.0 (a) of the California 

Health and Safety COOe. which requires that new Operators demonstrate to the 

California Department of Health Services ("DHS'1 that they possess adequate 

financial. managerial. and technical capability to provide proper service. 

1.5 Subsequently, the Parties held a meeting in Los Angeles to discuss the 

following issues raised by the RepOrt: (a) the difference between the appraisals of 

Dominguez and RRB and (b) the matter of ~omptiante with DHS's requirements. This 

meeting resulted in the succtssful resolution of all issues. 

1.6 The Parties have agreed that authority for Dominguez to acqwte all of the 

assets of Armslrong Valley should not be \\ithheld in view of the letter DHS sent to 

Dominguez on July 10. 1998. stating that Dominguez has cleady demonstrated to DHS 

that it possesses adequate financiaJ, managerial. and technical capability to operate 

Armstrong Valley and that DBS will issue an amended Water Supply Pennit to 
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Domingul'z oncl! th~ Calitornia Public Utilities Commissil)n (''Commission'') has 

ilppro\'cd Domingu~z' acquisition of Aml:Hrong Valley. .~_ 

1.7 The Parties further agrte that Dominguez should b¢ authorized [0 assume 

Armstrong Valley·s obJigations under SDWBA because Dominguez will be operating the 

assets constructed \\ith funds obtained under SOWBA and assuming aU obligations to 

maintain and repair those assets as agreed to by Armstrong Valley. 

1.8 Finally, the Parties agree tha~ pursuant to Section 2120 o(the California 

Public Utilities Code. Dominguez should be authorized to tecord as ratebase for 

Armstrong Valley $ J 75,000, based On a revised appraisal of$178,540. After further 

review of the data used by both RRB and Dominguez and ail on-site inspection of 

Armstrong VaJleyts facilities by RRB. the Parties agreed to revise the appraisa1. using 

depreciation in accordance with the Commission's Standard Practice U-4. 

By:(0q~_~ 
PETER o:~ RClllLO 
Principal COunSel 
Ratepayer Representation Branch 
o(the Water Division 

By: _C_"_/-;~. --=-4_~_'_-__ 
C.O.ALARIO 
Regulatory Affairs Manager 
Dominguez Water Company 

Date: -,--g-J-/ __ S-=---I q-C...-. e; __ 

Date: --dfl7 Y 

·BY~· Date: 

PHIL GUIDOTTI 
President 
Armstrong Valley Water Company 

.J. 



CERTIFICATE OF SERVICE 

I hereby certify that ( have this day served the foregoing document entitled 

SETILErvtENT to the parties oftecord in this prcXeeding by mailing by firSt· 

class mail a"copy theteofpt'operly addressed to each party. 

Dated at San Francisco, CaJifomj~ this 6th day of Augus~ "1998. 

lsi ALBERTHILL 

Albert Hill 
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