
Decision No. __ 5_3_8~1_0_ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFororIA 

In the Matter of the Application or ) 
c. A. MacDONALD and MILDRED D. MacDONALD" 
doing bus1ne:s 1.mder the name ond style 
of GARDEN ACRES WATER COMPANY, a public 
utility to transfer" and of GARDEN WATER 
CORPORATION, a Calif.ornia corpora.tion to 
issue certificates of stock. 

Application No. 36883 
(Petition for Rehearing) 

Baker" Palmer" Wall & Raymond" 
by ~ E. Palmer" for Applic~nts 

OPINION ON PETITION FOR REHEARING 

By an ex parte order, DeCision No. 5l538, dated June 7, 

1955, tho Commission authorized C. A. MacDonald and Mildred D. 
II MacDonald to transfer the Ge.rden Acres vIator Company to 

Garden Water Corporation and authorized Garden Water Corporation, 

upon the basis of book figures &5 reported as of Dec~ber 31, 

1954, to issue ~12,OOO par value of stock ~d to a~sumc outstand­

ing indebtedness" conSisting of consumers' advances for construction, 

in the amount of approx1mately $12,316, in payment for the water 

system. 

Thereafter~ upon petition having been duly filed by 

applicants, the CommiSSion entered an order granting a rehearing 

in the proceeding. Pursuant to such order, a public heartng was 

held before Examiner Coleman in Bakersfield on August 27, 1956, 

II Garden Acres Water Company is a public utility serving 
a portion of Kern County. near Bakersfield. 
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eVidence was received and the matter was taken under submission. 

It appe~rs to be app11c~ts' position that the book 

figures do not reflect the investment in the property. The record 

shows that applicants MacDonald aC1uired the water system in August 

of 1946, that service w~s given at the outset to approximately 130 

customers, witn one well constituting the source of supply, ~d that 

thereafter two addition:l!. wells were pl~ced in opera.tion, the lines 

were extended and the number of services was 1ncr','Jased to approxi-

mately 410. 

The testtmony taken at the he~ring shows that c. A. 

MacDonald for a number of months devoted his full ttme and his labor 

'co the construc tion of additional facilities and to the 1mprovement 

of the syst em, a.."ld part time after the properties had been rehab1li-

tated, that he did not include in the property accounts any am.ount 

as compensation for his services, that applicants have cclculated 

the amount of such uncapitalized services for th.~ period 1946 to 

1956 at $14,000, and that the plant accounts 1nclude no allowances 

for overhead charges. The tcst1n.~ny fUrther sl'l.o~rs the t o.pp11cants 

MacDonald have placed income tax deprecict10n on thei:::- books and 

tho.t the applicants assert such practice has resulted in an over-

statement of the reserve. 

The 1n!0r.mat1on now ~e!ore us shows that applicants 

MacDonald have made further net additions to the system during 
I 

1955 in the anount of $4,062, as shown in the1r annual report for 

that y~:.r and during 1956 in the amount of $2,.650 for a pump, motor 

and 'Wiring a.."ld 'Water mains, anc: thc.t they have reduced the 

1, •• 
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outstanding liabilities by t~e sum of $2,513 to a balance of 
$9,803.Y 

Upon a rev1ew or the eVidence, it is clear the recorded 

book figures. do not represent original costs· no'%, the reserve" the 

depreeiation accrued in the properties. The additional information 

now of record concerning the book figures and the transactions which 

have taken plac~ since December 31, 1954, 1nd1c~tes ~h:.t an order is 

warranted authorizing applicant cor.poration to issue $37,;00 of 
I"~ ' 

stock and to assume the payment of the advances for construction. 

We are of the opinion, and so tind, that the money, property or 

labor to be procured or pa1d for by the issue of such ~ ~oUnt of 

stock is reasonably required by the corporation for the purpose 

specified herein, that such purpose ~s not, in whole or,in part, 

reasonably charge~ble to opcrcting expenses or to income, and that 

the transfer of' the water system, as proposed, Will not be adverse 

to the public inter3st. 

The action ta1~en in this decision shall not be', oonstruoo 

to be a finding of th~ value of the properties herein authorlzed 

to be transferred. The authorization gr~~ted is for the purpose 

of this proceeding only and is not to be taken as indica~;ive of 
I, " 

a.m.ounts to be included in a rate 'base for the deter.n.1nation of just 

and re~sonable rates. 

Y , 
In 'addition, applicants report the expenditure of $600 for 
Gngineering services for an inventory and appraisal. The 
engineering report, Which is filed as ~v~'blt No. 1 shows 
estimated replacement costs in the total ~ount of $66,360 
and an appraisal value, after deducting depreCiation calcu~ 
lated on the straight-line method of total life expectancy, 
in the total o.mount of $47,,1:83. ' While'analysis indicates 
that most of the plant 1n serVice :has been constructod since../ 
1946, the proper appraisGll 'basis for, the' pur.pose of, .resta te­
ment of books is the original cost 'ba's1s rather' .. :than rcplo.ce-
ment cost 'bas1s.. ., ,. " 
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ORDER ON PETITION FOR REHf~RING 

A public hearing having been held tn the above-entitled 

matter and the Commiss1on having considered the evidence, 

IT IS HEREBY ORDERED as follows: 

1. Decision No. 515:38, dated June 7, 1955, is vacated and 

set aside. 

2. c. A. MacDonald and 1~drcd D. MacDonald m~y transfer 

their operative rights and real and personal property used in the 

operation of the Garden Acres Water Company to Garden Water 

Corporation, on or before December 317 1956. 

3. Garden Water Corporation, in payment for such properties, 

s~ll assume the payment of outstanding L~debtedness consisting or 
consumers' advances for construction ~d ~y issue not Gx¢eed~g 

$:37~500 par value of its common capital stock. 

4. On or before the date of actual tr~srer, C. A. MacDonald 

~d Mildred D. MacDonald ~bAll refund all deposits which eustomers 

are entitled to have refunded. Any unrefunded deposits shall be 

transferred to and become the obligation tor refund of Garden Vater 

Corpor<:.t1on. 

,. If the ~uthority herein gr~tcd is exercised, C. A. 

MacDonald and Mildred D. MacDonald, within 30 days thercatt0r l shall 

notify the Commission 1n writing or the date of the completion of 

the tr~srer herein nuthor1zod and or their compliance with the 

conditions hereof. 
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6. The r.ates" rules and regulations of C. A. MacDonald and 

Mildred D. MacDonald now on f.ile with the Commission shall be re­

filed within 30 days after the dnte 0'£ transfer \ll'l.der the name of 

Garden W,ater Corporat1on J in e.ccordnnce with the procedure prc­

scribed by General Order No. 96, or, tn lieu of such rcfi1tng" 

Garden Hater Corporation may file a notice of adoption of said 

presently filed rates" rules and regulations. No increase tn the 

present. rates .shall ~e made unless authorized by the Commission. 

7. Upon due compliance with all the conditions or this order" 

c. A. MacDonald and Mildred D. MacDonald shall st~nd relieved of 

all further utilityobligat1ons and liabilities in connection with 
""" 

the operat1onot the public utility water system here1n authorized 

to be transferred. 

, .. 

S. Garden Water Corporation shall charge the net cost of 
t "'"r' 

acquiring thc pro~rt1es under the author1zat1onherein grunted 

to Acco\ll'l.t 391 J Utility Plant Purchased. vlith1n six months after 

acquisition of said properties and before distributing such net 

cost to pr~y plant and other accounts, it· shall rile 'Hith the 

COmQission for review its proposed journal 'entries to accomplish 

such distribution. 

, " 

9.. The autho'rity herein granted 'will become effective 20 

dnys after tho date hereof. 

.. 
o:n:m1ss1oners 
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