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Decision 98·11·019 November 5,1998 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNrA 

Application of OOMINGUEZ WATER 
CORPORATION (U-330-W), LUCERNE \VATER 
CO~;fPANY (WTC-71) and ROBERT AND 
NADINE STRAUSS (ot an Ex Parte Oider 
Au"thorizing the Acquisition of substantially all of 
the Utility Assets of LUCERNE WATER 
COMPANY by OO}VllNCUEZ WATER 
CORPORATION. 

Application 984)2-028 
(Filed February 19, 1998) 

John Tootle, Attorney at Law~ for Dominguez 
Wat~r Comp~ny, applicant. . 

Background 

Robert F. Strau'ss, lor Lucerne \Vater 
Company, applicant. , 

. Peter G. Fairchild, Attorney at laW; for the 
Ratepayer Representation Branch of the 
Water Division, ptotest"nt. 

OPINION 

Lucerne Water Company 
Today the sole stockholders of Lucerne \Vater Company (Lucerne), a 

California corporation since 1970, Me Rob~rt and Nadine Strauss. The Strauss's 

first interest in Lucerne was acquired through Decision (D.) 90060 in 1979, from 

the Korth partnership. Lucerne's ownership earlier traces back to Verne L. 

Olson, doIng business ,1S Lucerne Water, Light, and Power, which received 

~ertification as a public utility by 0.17201 in 1926. 

The Lucen'e system presently distributes water drawn (rom Clear Lake to 

appr()ximat~ly 1,242 metered ~llstomcrs in the town of Lucerne in L1ke County, 
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California. Its assets include an office building, a shop building, a support pier 

extending into the lake for a suction line, pumps, water treatment equipment, 

storage tanks with 612/000 gallon capacity, transmission and distribution mains, 

mete~s, 41'hydrants, vftrious other equipment, and parcels of land and 
.\ 

easements. 

ByD.92711 issued February 18, 1981, Lucerne was authorized to borrow 

$817,500 fron\ the Department of Water Resources (DWR) lor a Saf~ Drinking 

Water Bond Act (SO\V8A) loan used for in\ptovements to" the system: As of 

September 25, 1997, Lucerne was in con'lpliancc with the repaytnent obligations " 

of the SDWBA loan. As of November 18, 1997, the total outstanding loan 

obligation (principal balance plus interest due) was $817 ~OO. 

Today, the Lucerne systen\ needs an Additional clarifier unit estimated to 

cost approximately $420,000, which was recolnmended by the Department of 

Health Services. Also, it should replace approxin\~tely 10,000 feel of 2·inch steel 

mains, some 60 years old, that fail to meet standards under the Commission's 

General Order 103. 

Domfnguez Water CorporatIon 
Dominguez Water Corporation (Donlinguez), a California corporation 

organized January 26, 1937, conlnlenced public utility opcrations pursuant to 

authorization granted by D.32739 on January 16, 1941, as the successor to 

Dominguez \Valer Company which assertedly had operated as a water mutual 

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

Today, Don,ingucz, 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 (NASDAC). 
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Donlinguez provides water service to approximately 32,000 customers in 

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

o( Torrance, a modern industrial subdivision in the City of Compton, a strip of 

Los Angeles County, and a conlmctdal subdivision tract in the City of Los 

Angeles. In addition, Dominguez OWns all of the outstanding capital sto<k of 

Antelope Valley Water serving approxi~\ately 1,250 customers in Northern Los 

Angeles County, as well as Kernville Domestic Water Company, Lakeland Water 

Company, and Arden \Vater Company, which collecHvely serve approximately 

4,000 customers in the Lake Isabella area in southern KcrnCounty. 

Statements of Facts 

Assuming a reasonably (a~orable business climate, Doo\inguez is 

interestcd in expandh\g its stlc(essfUl small water system acquisition program to 

the Clear Lake area of Lake County. It condude$ that acquisition of small 

systems such as LUCerne o([er opportunities to achieve certain operational 

efficiencies and economics of scale whkh would benefit customers of these small 

utilities. 

Por their part, (adng an in\n\inent need to finance substantial 

improvements to the system, the Strallsses are also desirous of being relieved of 

the responsibility of operating and maintaining the Lucerne system in ordet to 

pursue other interests. 

The Application 

Accordingly, on November 20, 1997, Dominguez, Dominguez Services 

Corporation, Lucerne, and the Strausses entered into an Acquisition Agreement 

and Plan of Reorganization (Agreement). S\Jhject to approval of th~ Commission 

and D\\,R, the Agreement provides for the sale and transfer to Dominguez of all 

of the water system, real property and easements, and other assets of Lucerne, 

and for Dominguez to assun\e Lucerne's obligations arising out of Lucerne's 
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SD\VBA loan, in exchange (or DOluinguez caush\gl at dosing of the transaction, 

the transfer to Lucerne of 28,061 shares of cOlnmon stock of Dominguez Services 

Corporation valued at $729,586 (the dosing price of that common stock quoted 

on NASDAQ on September 30,1997, multiplied by the number of shares to be 

delivered). The parties intend the transactions to qualify as a tax frcc IIC" 

reorganization pursuant to Section 368(a)(1)(c) of the Internal Revenue Code, as 

amended. 

Lucerne's assets were divided between "land and land rights/' and 

"company funded plant/J The applicants did an asset valuation analysis, 

including both a market appraisal of the real property prepared by BOSS General 

appraisal (a certified general appraisal services company), and a replacement cost 

analysis of all of the plant assets done by Donald R. Howard Consulting 

Engineers. \Vhile the book value of the real property is $3,339, the present 

o\arket value was determined to be $81,339. The book value of the company 

funded plant is $466,704. The reproducti01\ cost new less depredation (RCNLD) 

and market value respectively, were deternlined to be $821,947 and $631,875. In 

summary, the difference between the book value of all the rate base assetsl 

$470/043, and the determined fair market value of these assets, $713/214} was 

$243,171 (52% of rate based assNs book value). This $243,171 difference is the 

"market diUerentia1.11 

The applicants also prepared a r,lte impact analysis to determine the net 

impact of using market value 01\ Lucerne's annual revenue requirements. The 

analysis showed that the impact (including the SD\VBA loan surcharge) would 

result in an annual total additional revenue requirement of $19,878, or 4.52% 

increase oVer current revenue requirements. Dominguez states in the application 

that it would not request ally change now to Lucerne's current rates or tariffs if 

the sale and transfer is approved; that it does not intend to apply (or any general 
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change in rates until after 1999. DOJninguez believes that under its ownership 

the rate inlpact of adoption of the $713,214 valuation (or ratesetting and tel a ted 

PUfl?oses would be minit'nized in part due to lower financing costs under the 

equity structure of Dominguez as a Class A utility, and that Lucerne's customers 

would benefit lron\ Dominguez's lower capital costs with resped to financing 

future mandated capital improvements. Finally, Dominguez would expand the 

surface water treatment lacility and make other improvements. 

The parties requested that the Commission issue its order authorizing the 

transfer ex parte. 

Pursuant to provisions of Rule 6.1 of the'Con\mission's Rules of Practice 

and Procedure, by Commission Resolution ALJ·176-2~89, issued March 26, 1998, 

the proceeding was preliminarily designed as Jiratemaking" with the probability 

of no hearing to be needed. 

Notice and Protest 

Bya letter mailed to each customer on March 5, 1998, Lucerne notified each 

of the proposed sale. Notke also appeared in the February 24, 1998 Commission 

Daily Calendar. There were three customer responses. One requested 

inforn\ation about Dominguez, and two (rom limited income custon\ers 

expressed concern about a possible rate increase after 1999. on March 26, 1998, 

the Ratepayer Representation Branch of the Water Division (RRB) filed a protest 

expressing concern of the effect of the proposed acquisition upon rates charged 

customers of both utilities. 

Hearings 
A prehearing con(erel,ce was held on May 8,1998 before Assigned 

Commissioner Henry M. Duque and Administrative Law Judge (AL)) John B. 

\Veis$, foJlowing whkh the CoI'nmissioner on May 15,1998 issued a Scoping 
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Memo and Ruling setting the proceeding for hearing dcsignating ALJ Weiss as 

the principal hearing officer for the proceeding. 

A(ter a protest was filed, the Assigned COn\missioner at the prehearing 

con(erencc determined, and in his Scoping ~ien\o tuled, that a hearing \Vas 

required. 

As dirc<too by the Commissioner's SCoping Memo, on June 19, 1998 RRB 

issued its report on the appHcation. RRB differed with applicanes appraisal 

insofar as RCNLD was determined, concluding that applicant had ascribed 

inappropriately long lives to certain plant items, thereby inflating RCNLD 

($903,286 vs. RRB's $812,247. However, while the application purchase prke was 

$729J214, applicant Dominguez sought to have its fair market value appraisal of 

$713,214 set as the collective rate base value of Jand and company funded plant 

for both ratesctting (1nd all other related purposes. Based on the estimated cost of 

future operations, and in recognition that the ratebasing proposed fell within the 

scope of Publk Utilities (PU) Code § 2720, RRB recommended approval of the 

application, but would withhold approval until Don\inguez furnished evidence 

of compliance with Health and Sa(ety (H&S) Code § 116540(a).' 

Prior to the evidentiary hearing# the parties informally advised the ALJ 

that they would have a Settlement lor filing, but that it could not be 

I H&S Code § 116540(a) provides 

"No pubJic water system that was not in existence on January I, 1998 
shall be granted a permit unless the system demonstrates to the 
departn\ent that the water supplier possesses adequate financial, 
managerial, and technical capabilit}, 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 1, 1998.,i 
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memorialized in time (or the hearing. The Settlement terms essentially embraced 

the RRB report recommendations. It was agreed that the (ormal filing would be 

done after the hearing. 

The duly noticed hearing scheduled for July 15, 1998 itl San Francisco was 

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

hearing the staff report and a leiter (ron\ DHS dated July 10,1998, were received 

into evidence. In the latter, DHS stated its conclusion, that while not complete, 

the application to DHS had provided sufficient information and plans to allow 

the determination that the applicant will provide competent and professional 

operation of the water system.! Commissioner Duque was present (or the 

hearing. By date of August 6, 1998, the Settlement was filed and is appended to 

the decision as Appendix A. The essential ditference from the RRB report is that 

in light of the DHS letter, RRB withdrew its recommendation to withhold 

Commission approval pending DHS approval. 

TIle proceeding was submitted July 15, 1998. 

Discussion 

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

and transfer of the property or of control of a public utility. This is because it is 

the [unction of the Con\I\\ission to protect the pubJic interest, to prevent 

I The proceeding was also ('aUed on Jllly 15,1998 as noticed and scheduled, with 
Commissioner Duque present. No additional parties appearing, the proceeding was 
submitted. 

) The DBS letter of July 10, 1998 was addressed to "Redwood Valey Water Company," 
not to Dominguez. Dominguez is in the process o( organizing Redwood as the wholly 
owned subsidiary which will in turn own Lll~ernc and other Crear take small systems. 
This corporate set·up, however, apparently could not be cOmpleted in time lor this 
proceeding. 
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impairment of the public service by a. transfer into the hands of parlies incapable 

of rendering adequate service at reasonable rates or upon terms which would 

produce the same undesirable result (So. Cal. Mountain 'Vater Co. (1912) 1 eRe 

520). 

In the preser'lt situation, there is no indication of evidence that the sale and 

transfer of all the utility assets of Lucerne by the sole shareholders to Dominguez 

would be injurious to the public interest. It is evident that the new rate base 

being authorized for ratesetting, $713,214, greatly exceeds the present book value 

of $470,043 that determined the existing rate base. 

However, in recognition of the capital investment problems faced by small 

watet utilities in meeting needs to replace Or upgrade their distribution systems 

to n'eet safe drinking water laws and to provide adequate (ire flow, the 

Legislature last year passed the Publk Water System Investment and 

Consolidation Act of 1997, codified as PU Code §§ 2718 et seq. The Act provides 

in(entive to larger water utilities to acquire smaller systt?rilS, thereby bringing 

economies of scale to the operation of smaller systems, and better access to 

~apital. The Ad provides that the Commission shall use "fair market value" as 

the standard to establish the future rate base value of an acquired distribution 

system, and for rate setting purposes. (PU Code § 2720(a)(1).c 

• t Pursuant to PU Code § 2720(a)(1), "{alr market value" shall have the sante meaning as 
sct forth in Civil Procedure Code § 1263.320; 

"(a) The fair market value of the property taken is the highest prke on the 
date of \'aluation that would be agreed to by a seller, being willing to sell 
but under no particular' or urgent necessity (or so doing, nor obliged to 
seJJ, anda buyer, being ready, willing, al\d able to buy but under no 
particular necessity (or so dOing, each dealing with the other wHh (ull 

fool 110ft (olllillfltti on m.d ptlgt 
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\Vhile the RRB report of June 191 1998 attained a lower RCNLD appraisal 

than applicants ($812,247 vs. $903,286), the I/fair nlarket valuell ascribed to the 

land and company funded plant assets of $713,214 does not exceed either 

RCNLD valuation, thereby obviating any necessity of having to mcct the 

requirements of PU Code § 2720(b), which apply where the "fair market value" 

exceeds RCNLD. 

Here Dominguez plans to replace about 10,000 (eet of undersized steel 

mains and will also install an additional clarifier unit. These improvements will 

improve system reliability and improve the systen\'S ability to comply \vith 

heaith and saiety regulations. In addition, Donlinguez's superiot access to 

finance markets and its ability to bring efficiencies and economies of scale to bear 

will be to the benefit of existing customers. The acquisition, with its attendant 

imposition of "fair market valuet! as the ratcbase standard, in its eUect upon 

existing Lucerne customers is fair and reasonable. 

Dominguez has extensive small water system experience, currently 

owning and operating ten small systeo\s ill the Kern River Va1ley, and four small 

systems in Antelope Valley. Under Dominguez, apart from achieven\ent of 

operational efficiencies and economies of scale, DHS conncdion r'J\OratoriUrll 

previously in effect under prior system owners have been Jifted. Dominguez 

obtains more favorable debt tenns through its access to capital markets than are 

knowledge o( all the uses and purposes for which the property is 
reasonably adaptable and available. 

"(b) The fair market value of property taken for which there is no 
relevant, cOnlp-arablc market is its value on the date of valuation as 
determined by any method of valuation that is just and equitable," 
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available to small independent system. It is our conclusion that Dominguez has 

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

Lucerne system, with benefit to the ratepayers. 

\Vhile there were no specificaHy noticed settlement conferences, the three 

partles proceeded informally before reaching a resolution of their differences. 

The parties, having jOined in the offered Settlement, as permitted by Rule 51.10 

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

requires at least one noticed settle~ent conference may be and under these 

circumstances should be waived. 

The Settlement sets forth {actual and legal considerations adequate to 

advise the Commission o{ its scope and of the grounds (or its adoption. The 

benefit to the ratepayers of Lucerne not only for the present, but for the (uture is 

evident. In light of the entire I'e<:ord \ve find the Settlement to be consistent with 

law and the public interest. In addition, the Settlement commands the -

sponsorship of the parties to the proceeding; each part}' is represented by either 

legal ~ounsel Or competent o{(icers; the Settlement terms do not o((end Statutory 

provisions or prior Commission decisions; and sufficient inforn\ation is conveyed 

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

the matters covered in the Settlement. The Settlement satisfies the rcquiremCl\ts 

lor an "all part}''' settlement as set {orth in Re San Diego Gas and Electric 

Company General Rate Case (1992) 46 CPUC 2d 538,550. Accordingly, the 

Settlement is ac~epted by the Commission. 

Comments on the ALJ's Proposed DecisIon 

As provided by PU Code § 311, the Proposed Dcdsion of AL} Weiss was 

served on the parties to this decision. To aJlow the COlllmission to issue its 

decision more quickly, the parties by letter dated October 8, 1998, waived the 

20·day and 5·day periods (or comments and replies to comments and the 30·day 
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waiting period prescribed by the Commission's Rule 722.2 and PU Code § 311(d), 

and agreed to file their only comn\ents, if there were to be comn\ents, within five 

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

comments were Wed. 

Findings of Fact 

1. Lucerne is a public utility water company providing water sen'ite in the 

town of Lucem~ in Lake County, California, to approximately 1,242 customers. 

2. Lucerne is a corporation whose issued common stock is owned by Robert 

and Nadine Strauss. 

3. Donlinguez, a wholly owned subsidiary of Dominguez Services 

Corporation, is a Class A Water public utility providing water servke diredly 

and through Wholly owned subsidiary smail water companies" to approximately 

37,250 custOJrters in several areas of California. 

4. Dominguez's cot1\nlon stock is quoted on NASDAQ. 

5. Dominguez is seeking to expand its operations into Lake County, 

California, through acquisition of sn~alllocal water utilities to be under a new 

subsidiary, currently being organized. Redwood Valley Water Company. 

6. The Strausses, facing the nec~ssity of substantial investment for capital 

h1\provements to Lucerne, are desirous of selling the assets of Lucerne. 

7. Lucen1c has an outstanding SDWBA loan. As of November 18, 1997, the 

outstanding balance was $755,339. 

8. On November 20, 1997, Lucerne, the Strausses, and Dominguez entered 

into an acquisition Agreement and Plan of Reorganization. 

9. By this agreement, Lucerne will sell and transfer to DOJl\inguez, and 

Donlinguez will purchase and acquire fron\ Lucerne all of the lattees assets and 

will ,lssumc Lucen\e's obligations "'riSing out of Lucerne's SDWBA loan. 

- 11-



A.98-02-028 ALJ/JBW Itcg* 

10. In arn\'s length negotiations withno party under a necessity to act, the 

parties valued the land and company funded plant assets at $713,114 as of 

September 301 1997 in accor~ance with the' standard of "fair market value." 

11. Using the dosing NASDAQ price of Dominguez common stock as of the 

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

number of Dominguez Services corporation shares (28,061) that would be issued . 
to Lucetne in consideration {or the sale and transfer of Lucerne's assets, 

representative of a purchase price of $729,586. 

12. The agreement defines Lucerne's nonratebased assets as "SDWBA Funded 

Plant" and "Contributions in Aid of Construction.1I Dominguez intends to 

recoid these nonratebased assets at their book value. 

13. RRB protested the application, and in its June 19, 1998 report determined 

$812/247 as the appropriate RCNLD appraisal as contrasted to the applicants' 

$903,286 RCNLD appraisal. 

14. RRB did not (ontest applicants' $713,114 "fair market valucll appraisal or 

the $729,586 purchase price; its primary concern beit'lg rate impact upon the 

ra tepayers. 

15. Applicants also submitted a rate impact analysis using fair market 

valuations which showed that the impact, including SDWBA's surcharge, would 

result in an annual total additional revenue requirement of $19,878, or a $4.52% 

increase over current revenue requirements. 

16. Dominguez asserts that under its ownership, due to lower financing costs, 

under its equity structure as a Class A utilitYi efficiencies of operation, and 

economies of scale it can bring to the Lucerne operation, the adoption of the 

$713,214 I/{ail' markN" valuation (or rate base purposes will produce minimal 

impact on rates While bringing benefits to Lucerne customers . 
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17. Lucerne would expand the present surface water treatn\cnt facility and 

replace undersized mains of the Lucerne systCll'" 

18. The all party Settlement, based in part upon the lower RRB RCNLD 

appraisal, recommends Comnlission authorization for the sale and transfer of 

Lucerne's assets. 

19. The proposed sale and transfer of utility assets to Dominguez would be 

cost effective On a revenUe requirements basis, as contrasted with continued 

operation by Lucerne when continued Lucerne operation would include the 

capital investments needed t6 bring the system to General Order and DHS 

standards. 

20. The proposed Settlement is reasonable, consistent with law, and is in the 

public interest, meeting as it does the requirements of Rule 51.1 of our Rules of 

Practice and Pr<Kcdure, and the gUidelines set forth in Re San Diego Gas and 

Electric (supra). 

21. Lucerne, the Strausses, and Dominguez being the only partners of r«ord 

in this procecdin~ there was no impairment to the pubHc interest in their not 

having convened at least one noticed settlement conference before signing and 

sublnitth\g thcir Settlement, and as provided by Rule 51.10, since all joined in the 

settlement, the requirement may be waived. 

22. Dominguez has the financial, managerial, and technical capability of 

operating the Lucerne system. 

23. The July 10, 1998 letter (ron\ DHS indicates that Dominguez has satisfied 

that agency's requirements so as to provide no impediment to our consent to the 

sale and transfer. 

24. Dominguez should be authorized to assume Lucerne's obligations under 

the SDWBA Joan for operation, maintenance, and rcpair of the assets funded 
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under SDWBAi collection of the surcharge, and remittances as required under 

the loan agreement. 

25. Dominguez will seek no general rate adjustments relative to the Lu~erne 

operation until after 1999. 

26. Considering the benefits to be gained, the sooner Dominguez acquires the 

LUcerne system, the sooner work can begin on main replacement; therefore, . 

authorization (or the sale and transfer of these assets should be made ef(ective 

immediately. 

Conclusions of laws 

1. The Settlement submitted b}t the parties should be adopted. 

2. Dominguez should be authorized to acquire, and the Strauss('S and 

Lucerne authorized (0 sell and transfer, the Lucerne ratebased land and company 

funded plant assets as set forth in their application, and thecertfifi(ate of public 

convenience and n«essity transferred. 

3. The "fair market value" of Lucerne's land and contpany funded plant 

assets, collectively set at $713,214, should be adopted pursuant to provisions of 

PU Code § 2720 for rate base and rate setting purposes upon DOJ'ninguez' 

acquisition of these assets. 

4. Dominguez should be authorized to assume Lucerne's SDWBA loan. 

obligations, and the SDWBA funded plant should be recorded at its book value. 

5. Upon Lucerne's remittance to the COlnmission of the Public Utilities 

Commission Reimbursement Fees collected to the effective date of the sale and 

transfer of Lucerne assets, Lucente and the Strausses should be relieved of their 

public utility obligations. 

6. Redwood Valley in no way having been qualified befote the Commission 

pursuant to provisions of PU Code § 851 ct seq., or otherwise, no sale, purchase, 
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assignment, or transfer of any of lhe assets or control of Lucerne's assets or 

operations to Redwood VaHey can be constln\mated. 

7. 111is ptoceeding should be closed. 

ORDER 

IT IS ORDERED that: 

1. Within 90 days of the e((edive date of this order, Lucerne Water Con"lpany 

(Lucerne), and Robert and Nadhlc Strauss (the Strausses) may sell and transfer, 

and OOrninguez \Vater Corporation (Dominguez) may purchase and acquire, the 

rate based land and company funded plant assets of Lucerne as provided in 

Application 98-02-028, and Dominguez is authoriied to assume the Safe Drinking 

\Vater Bond Act (SD\VBA) Obligations presently held by Lu(erne relative to the 

nonratebased assets funded by the SD\VBA loan to Lucerne. 

2. Upon acquisition by Dominguez, the rate base value of the Lucerne land 

and company funded assets acquired will be set collectively at $713,214, and as 

provided by PU Code § 2720, that valuation will apply fot both ratc setting and 

all other related purposes. 

3. Upon acquisition by Donlinguez, The SDWBA funded assets acquired will 

be recorded at book value. 

4. The settlement entered by the parties to this procecditlg is adopted by the 

Commission and appended to this order as AppendiX A. 

5. \Vithin 10 days after the actual sale and transfer, Dominguez shall notify 

the Commission of the date on which the sale and transfer was consummated. A 

true copy of the instrument affecting lhe sale and transfer shall be attached to the 

written notification. 

6. Upon completion of the sale and lr"ns(er, and remittance of the Public 

UtBities Commission Reimbursemenl Fees collected to the dfective date of the 
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sale and transfer, Lucerne and the Strausses shall stand relieved of their public 

utility water obligationsJ and their Certificate of Public Convenience and 

Necessity shall be transferred to DOIllinguez. 

7, The Assigned Conlmissloner's determination in the s('oping men\o and . 
ruling that a hearing was necessary is affirmed. 

8',' This proceeding is d()sed. 

This order is effective today, 

Oated Novemb~r 5, 1998, at San Francisco, California. 
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OEFORE nlE PUIlI.IC UTIUTIES CO~1r-.1ISSION 

OF TUE STATE OF CAUFORNIA 

In th~ Matter of the Application of 
DO~UNGUEZ WATER COMPANY. 
LUCERNE WATER COMPANY and 
ROBERT and NADJNE STRAUSS for an Ex 
Parte Oider Authorizing the Acquisition of 
substantially all of the Utility Assets of 
LUCERNE \VATER COMPANY by 
DO~HNGUEZ WATER COMPANY 

) Application 98·02·028 
) 
) 
) 
) 
) 
) 
) 

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

SETTLEMENT 

J.l This Settlement resolves all issues in the maHer ofthe application 

("Application") ofDominguezWatet Company ("Dominguez") to acquire all of the 

assets of Lucerne Water Conipany ("Lucerne"). The parties to this Settlement ate 

Domingue~ Lucerne. and the Ratepayer Representation Branch (URRB,j) o(lhe Water 

Division. collectively referred to as the "Parties." They are the only parties in this 

proceeding. 

1.2 The Application also requests authority for Dominguez to assume 

Lucerne's obligations under the Safe Drinking Water Dond Act (SDWDA). pursuant to 

Conlract No. E51032 with the California Department of Water Resources. 

1.3 (n addition. the Application requests authoril)' tor Dominguez to record as 

ratcNsC for I.ucerne the price of S 713.214, based on an appraisal of Replacement Cost 

New less Deprcciation in the amount 01'$903.286. 
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APPENDIX A 
Page 2 

On ~\l/npklion of its n.'vil!w nf the Applicarion. RRB suhmilll'd a Rl'r~.lrt 

011 thl' Pmposl'd '\l<quisilillns by DllJ11ingul'z Wakr Comp.II1Y. d,lh:J June It). 19
'
)S. 

hereinalkr rdi:rrl;J to as the "Report" Thl' rl'..:ommemhtlc.lns ll(lhl' R\!pml arl' 

summariud ~Iow; 

(a) Based on the estimated cost of future operations, Dominguez should be 

authorized to acquire the assets of Luterne. 

(b) Based on RRBts lower appraisal ofLuctrne, Dominguez should be authorized to 

record as ratebase the price 6f$713,214 requested by the Application. 

(e) Authority (or Dominguez to acquire the assets of Luceme should be ''withheld 

until Dominguez complies \\ilh Section J 16540 (a) of the California Health and 

Safety"COde, which requites that new operators demonslrate to the California 

Department of Health Services ("OBSH) that they possess adequate financial. 

managerial. and technical capability (0 provide proper service. 

1.5 The Parties h~\'e agreed that authority for Dominguez to acquire all of the 

assets of Lucerne should nOt be withheld in view of the leuer DIIS SCf.t to Dorninguez on 

July 10. 1998. stating that Dominguez has dearly demonstrated to OilS that it possesses 

adequate financial, managerial, and technical capability to operate Lucerne and that DBS 

will issue an amended Water Supply Permit (0 Dominguez once the California Public 

Utilities Commission ("Commission") has approved Dominguez' acquisition of Lucerne. 

1.6 The Parties further agn:e that Dominguez should be authorized [0 assume 

lucerne's obligatiOns under SDWBA ~('ausc Dominguez wiJI operate the assets 

constructed with funds obtained under SnWBA ant.l will asslIme all obligations to 

maintain ant.l repair those assets as agre~d to by I.ucerne. 
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1.7 Finally. th~ Partks agree thal. pursuant (0 S~ction 2720 llfthl..' Calilorni;l 

Public Utilitks Cod~. DomingOl..'z should ~ authorized to rl..'cord as ratebasl..' lor Lucerne 

the pricl..'orSltJ.214 requested by the Application. 

By:~(J~ 
PETER G.-;t~RCHILD 
Principal Counsel 

By: 

Ratepayer Representation Branch 
of the Water Division 

C.O.ALARIO 
Regulatory Affairs Manager 
Dominguez Water Company 

By: /f1cdJ~ ~ 
NADINE STRAUSS 
President 
Lucerne Water Company 

.J. 

Date: 

Da!e: ~~~ Y",-----
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CERTIFICATE OF SERVICE 

I hereby certily that [ have this day served the fbregoing document entitled 

SETILEt\IENT to the parties Ofrecotd in this proceeding by mailing by first~ 

class mail a copy thercofpropcrly addressed to each party. 

Dated at San Francisco, California, this 6th day of August, 1998. 

lsi ALBERT HILL 

Albert Hin 
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