
Decision No ____ 6_1_&1_:.t_:1_' _ 

BEFORE mE PUBLIC O'I'ILITIES COMMISSION' OF THE STAXE OF.CALIFORNIA 

In the Matter of the Joint Application ) 
of FREMONT V.AJ.:I.El WATER. COMPANY, a ) 
California co:rporation, and CORINNE ) 
LIVINGSrONE~ guardian of the person and) 
estate of Ethel Elizabeth Gardiner, an ) 
incompetent· person, and JAMES W.., ) 
GPJmINER, doing business as the Isleton ) 
Water Sys~em, f~r an order authorizing ) 
(i) Corinne Livingstone, in her repre.. ) 
sentative capacity to sell to James W. ) 
Gardiner all of the interest of said ) 
Ethel Elizabeth Gardiner in said water ) 
system; (ii) authorizing said James 'ttl. ) 
Gardiner to sell said water system to ) 
Fremont Valley Water Company; and (iii) )-

Application No.. 43063: 

authorizing Fremont Valley vlater ) 
Company to issue and sell .COIl2!l1On ~ 
shares .. 

o P' I N I ON ..... - - - '.-- - '- ,,,'," . 

In this joint application filed on January 16, 196:1',. 
CoriDlle Liv:i.ngstone1 in her representative capacity ~s ~rdian.of 

I '. • 

the person and estate of Ethel Elizabeth G.'Jlrdiner,2 an inco~petent 
person, and' James w. Gar<iiller, who has· a remainder interest> in the 

Isleton Water System,3 and Fremont Valley Water CO~8ny) 4 ~ .. calif~roia 
corpor<:t1on~ request the CommiSSion to make an order (l)author1z!ng' 

the sale and transfer by Livingstone of all of th~ riSht:Jtit1e' .and,· 

interest of E. E. Gardiner in the utility to James w. G8rdiner; 
'. .' .... ", 

(2) authorizing JatIles W. Gardiner to trans·fer all of the utility 
I', • . 

properties to l-"x'emont; and (3) . authorizing .Fremont to issue: and 

sell to Citiz~ Utilities Company,S 'a Delaware Corporation) 350 
. . .' 

shares of its common sto~k, for cash) at a price of $100 persh~:ll:;e:J 

end to tlpply 1:b.e funds realized from thesele thereof for the .. purpose, 

of acquiring the said utility properties .. 
. ' 

r Sometimes hereinafter referred. to as IJ:'vingstone. 
2 Sot:letimes hereinafter referred to' as E. E. Gardiner. 
3 Sometimes hereinafter referred to as the utility. 
!J,. Sometimes hereinafter referred to- as Fremont. 
5 Sometimes hereinafter referred to as Citizens~. 
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Fremont was incorporated on December 27, 1956, under the 

laws of the State of California and was formed primarily for . the 
. . . 

purpose of constructing and operating publie,ut:i.l~ty :water systems, 

but it has not previously cDgsgedinbusiness. Fremont's. Artielcs' 

of Incorporation, as now in effect and certified'by ~heSecretary.of· 
! 

State on April 27, 1960, anc1a copy of which Was. filed':wieb: the' . . '. '. 

application, authorize the issuance of 2,000 shares of itscapitel 

stoc!<: all of the same class of the par value of, $lOO~er sher~ and'" 

the aggregate par value of $200,000. Its principal place of ',busincss . 

is located in Sacram.ento County ~ 

Upou issuance and sale of its seoc1<: for which authority is 

herein requested, Fremont will, become affiliated with: Citizens 
, , 
'I 

Utilities Company of California and other'subsidiariesof Citizens,' 

a Delaware corporation. S¢me of said, subsidiariesalreadY'owtl:and 

operate water systexns in Sacramento, County and. their ~sonnel' will. . 

assist in the management and operation of Fremont. . the indicated' 

growth. in customers and plant of the utilityhasb~cri very small i.n' 

recent: years but: an'Cicip.ated growth in the' viCinity of' ~e ~ity of 

Isleton will require substantial expansion of the utility facilities.. 

Fremont proposes to finance the purchase and expansion' of . 

the utility system' through the sale of its s'Cock to and· borroWings 
~ , ' " , 

fro: Citizens. Th.e proceeds of $35,000 to be realized from the 
. . 

initial sale of stock will be used to pay:organization aridexlg1neer-
" ' 

ing expenses, to. acquire the existing. utility properties at' the 

agreed price' of $32,SOO and also co provic,e worldng capital. 

'I'he present ~gement of, the utility des:tr~s to retire 
, 

from ownership and oJ?er<ltionof'the utilit)'due to other activities 
. .' '\: ~ ", ~ ". ,. , " ,~ 

.;:nd engagement:s and also because further expansion ofdithe- system will ' 
• ,",\', c, • ,," " 

require substantial financing.' 
)' " .. , 

• ~ .' J 

'" :. ~ 
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History of the Utility 

" 
" 

, 
, L • i . 

The public utility water system serving the City of Isletoo!', 

and vicinity!' in Sacramento County was' previousl~~ i:owned" and, operated 

by Gardiner Improvement CompanY:t a corporation. Since the, water 
, ' 

system. was in existence prior to 19:11, the utility claims a consti-: ' 
. I"'"", '" ' • 

tutional franch:i.se and no certificate of ,public conveni'ence' and neees-: 
,,' 

sity has (Ncr been requested from or issued by thi.:s Co~ss:ron.: ' 

By Deeision No. 40155" dated }.pril 15:, 1957; the Commission 

.authorized the Gardiner Improvement Company to tr.ansfer ,its,' public 

utility water properties toJ,. 't-1ilbur Gardiner .. 6' ' 

An increase, in rates' and ch~rges', for water service rendered 
, , ' 

by the utility was autr.t.orized 'by the Conmission f s Decision No. l~3525" 

dated November 1.$, 1949, in APp-lic.stion No .. 30301. The schedu1:es of,' 

rates filed by J .. 'tV .. Gardiner became effective on Dee;ember'l5:,. ,1949; " 

and are still in effec~. 
': 

John Wilbur Gardiner died September 2, 1956, ,since:,w~ich 

time the am1\U11 repo:ts of the utility, known. also 3$ the' Islei::on' ' 

Water ~.,rorks,' have 'been filed with me Commission by his eState and 

by successive guardians for his widow, E .. E. Gardiner .. 

The utility's animal report to the Corrzmiss10n' for the. year 

1959 shows utility p-lant as,:o'fDecember31~, 1959"as follows,:, 

Intangible Plant, 
Landed Cap:t eal., 
Depreciable Plant' 

Total Utility,Plaut 
Reserve for Depreeiation 

Utility ?lantLess, 
Reserve 

$ . 2S;; 790'~ 12' 
1,950'.00 

'79,412~86 
~ IIO,l52. 9S:, " 

47,513..59' 

$ 62,639'.39 .. 

Ihe report also shows that at the end: of ,the year 195~'" there :were' 

299 active me1:ere<i serv;ce connections to general> customers and 13 

6 Also known. as John Wilbur Gardiner or J. "II. Gardiner .. " , 

c, 
'", 
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" ;. 

fire protection connections. TItC revenues and' expenses, for the 

calend.sr year 1959 were reported as follows.: 

Tot~l,Operatins Revenues 

Operating Expenses 
Depreciation 
General Taxes 
Taxes' on Income (not shown) 

To~al Operating Revenu~ Deductions 

Nc~ Operatiug' Income 

. 
'I' 
i,' •. 

.. 
Terms of Purchase 'j: 

J, 

'$17,238 .. 78 

16,532.64:. 

$ 70&~14'·' 

Exhibit A> attached to the apP11cat:t6~ herein, is a copy' of . 

.:m agreement dated' August 18, 1960, wherebYJam~S W~. Gardiner has 
" /'(" 

~greed to sell and convey to Fremont, subject to the approval of' the 
"0:- '., 

COmmiSSion, all of the water utility assets, with the exception of 

cash on h8tld, for the sum of $32,500.. Exhibit B~ attached to the 

application, is a copy of an amendment to the said agreement between 
, " .. ' ,.' 

Fremont and James W. Gardiner, dated January 9,-:,:1961. Purs'Uar.t·~to, 
, , '~'}:,'114: ,;;' 

the proviSions of said ag:eemen4:, as amend.ecl~ J~es w. Gardiner is ,. ;:' ~> " ,,', . 
in the process {l) of acquiring all of the right ;',,::title anclintc::,cst 

~ . ' ... 

of Z. E. Gardiner in the utility, for the sum of $.6,732) 'throUSh 
, ' ,.",4 ..... 

a?p:ropriate legal proceedings, and '(2), of obtai~ni a release of 
, , 

lizo 3'00. reconveyance of all assets of the utili;ysubj ect to' the: 
" 

deed of trust described in said agreement. 

Exhibit C, attached. to the applic8tiori,:is: a copy of the 

deed and bill of'sale to' be executed by James W .. G~rdiner7 whereby 

all of the utility assets and properties, real and, personal, 'except, 

cash on hand, are proposed to be sold and transferred: to'. Fremont ~ 

Supplementsl EXhibits 
,. ' ... ,I '.~. 

To supplement the application, as fil~;.c~unsel' for appli": 
',I 

cants hzve supplied the following doeuments Whieh;,~a:re hereby, made a ' 
. '( , ", II,., II~ I ", Ij~ . 

. -1.,-

part,of the record in ehis,proceeding: 
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Ex..l-tibi t No.1 is .:l certified· copy of the "Order Set1!liXl& 

Final Account, Report and Decree of Final Distribution" in the matter 

of the estate of John Wilbur Gardiner, deceased .. issued by .the 

Superior Court, County of Sacramento,'on. January 20" 1958. hnong , ~ 

other things, the decree distributed to E. B .. Gardiner, for the period , 

of her natural life, various property which included certain intan ... 

gible and:, physical assets pertaining 'to tl"l.e water works o,f the City 
Ii. I 

of Isleton, with remainder over to James W. Ga,rdiner,aneph'eta1of 

J .. W. G.ardir:.er, deceased,. aDd also certain parcels of. landperti:rient 

thereto. ' 

Exhibit No.2 is a certifie~;,copyof the "Order Amending 

Decre~ of Final Distribution" in the mat~er of the estate of John 

Wilbur Gardiner, deeeased, issued by the Superior Court, County of 

Saer.:lmento·, on December 14, 1960. The: effect of this, decree was to ' 

distribute to E. E .. Gardiner for her life, with remainder over to­

JamesW .. Gardiner, certain parcels of'· land, described in the:'original 

decree,,": on which are located the water produe~ionand otherfacil­

ities '~f the utility . 
.,\' 

Exhibit Nc>. 3: is a 'certified copy of "Letters of 

Gusrdi~,nship·' issued by the Superior Court" County of Sacramento, 

on ~:cb 31,1959, appointi~g Corinne Livingstone 6S gu~rdi~n of 

the person.c:md estate of Ethel Elizabeth Gardiner, an incompetent 
. " , ,.' 

person •. 

Exhibit No.4 is a certified copy of the HOrder Confirming 

Sale of Real and Personal Property" issued by the SUI>er1or Court·>· 

County of Sacramento, on November 14> 1960. 'l'hisorde:t"" in effect; 
, . , 

authorizes Coritme Livis:sgstone"s$ guardian of the said incompetent; 
. . ,. 

E. E. Gardiner, to. convey to James Woo Gardiner the life estate of 

said E. Eoo Ga:diner in and to certain real and pe~sonalproperty 

co:prising the business known as the Isleton City. Water Works,,, . for' 

the sum of $6,,732. 

.," .-
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l-".iseellaneous 

l'he application $'c::ates that eurrently the utility has 

neither any refundable custO'mers' deposits nO'r advances fO'rcO'n-' 

structiO'n .. 

I~'" 

,:. t· t-.', 
In the applieatiO'n,.in the. agreement (Exh1bi'C" A)'. and in-' t:b~ 

:.\: ' 

amt.-ndment thereto (Exrdbit B), and in the decree o£:final. distr1buti.;~' 
, 1",_' 

(~ibit No.1), reference is made to' a certain lien and, deed of t;,~~~t 
• , I ~ ,~, ~~. • 

dated October 31, 1957» in which Bank of ,America National Trust. and' "," 

Savings Association, as executor ,of the estate, of John w~· Gardiner, X 
. \ . :\ 

deceased, is the trustO'r and Capital Federal Savings' and Loan ",,~ 

AssO'ciation is beneficiary. It is understO'odthat said deed O'f 

trust was executed during the administratiO"n of the es'ta'te of ,]'.' w. " 
, ~l 

Gex'diner for the purpose of securing, funds with which to' '. pay· certain ;'. 
, . , 

State ~eritatlce and Fe4eral Estate Taxes». at the request of and 
, . 

with the consent of James W. Gardiner. " !he CommissiO'n ean find nO' 

recO'rd of its ever having authorized the incurrence O'f any'lien or(. 

!:he~ execution o£any such deed of.. trust:, affecting the utility' 

:£.nvO,lved herein. Therefore, for the purposes O'f 1:his proeeediXlS)' " 

the 'Col=:issiO'U considers such encumbrance, sO' far as the utili,ty·.' 

p7'0pereY,'herein is concerned, to be null and .vO'idand of nO" effec:t:. 

I ~ ", 

" 

For the time beillg, Fremont prO'Poses' to'· continue· in effec·t •. 

the :t".~tes". charges,. rules and regulations' O'f the' utility' nO'wO'n, file ~' 

'w!.th the ColllXllission. NO' service area 'map is included in the uti.l­

i'~Y' So: presently filed t~rif£s and no service and facilitie,~' map: haS. 
- ' 

b<:te:l, filed. In additioll to' requiring the filing. O'f such maps and 

also sample copies of priDted forms nO'rmally used in connection with 

ct:Stomers' services, t!:l.e order herein will require- FremO'nt to'file 

up-tO'-date rules sO'v~rni1'lg c:ustO'Cler rell:tions •. Any inc::-ease in 

cb..,rges.O'r restrictive conditions which m.sy result from the filing 

of such revised rules are hereby found to: be jus-eified':. 

Applicants request that the CO'rz:missiO'n issue its O'rder 

ex parte, effective immediately. the CommiSSion. is' further requested' 
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to autb.orize Corltme Livingstone, in,her representative capaeity~ 

.snd James tV. Gardine= to cease, furnishing a~d supplying pu1>l:tc",ut:l:l': 
, • 1\, ' , , ' , ':.: 

ity 'tf.."'3ter service and to reli2ve them of the duties and functions :?f', ' 

~ public utility. 

Findings and Conclusions 

'!'he Commission has considered the above~enti'tledapplica;" 

tioD and is of 'the opinion> and so finds:t that theproposed·trans-" 

fers, uocer the ter.ns set forth in the order herein, will' no·t be ,:: 
',' 

adverse to the public interest and'that the 'application should bel,; 

granted. 

We find and conclude that the money, property or labor, to 
. " ~ 

be procured or paid for by the issuance of the stock hereinafter 
: '. '",' , .,' \;;' 

, su~or:i.zed is reasonably required for the purpose specified herein'> ' 
Ii: , ,\;,', 

SIlO. thati.such purpose is not,; in whole or in part,'reason8blycha~ge-
, , 

~ble to operating expenses or to income. 

The authorization herein granted to issue stock,1'5 not to. 
" 

he construed as a finding of value of applicant's stock oro£ the I. 
, ' 

pro,ereics here=rn authorized to be transferred'JIlor as in~ieative 6:£ 

amOu:lts to ~ iDcluded in any future rate base, fordeteX'Illination' 0'£: 

jT$t and rea::;otlable rates., 

ORDER 
~-----..-.. 

The Commission havlng considered the 'above-entitled ,.appli~ 
, , , 

cation and being of the opinion:: that a public hearing is not neces,,":, 

seXY:t therefore> 
, 

IT IS HEREBY ORDERED ;that: 
, .... i !~ 

The tr.:lnsfcr oi t;:,.e public utilitY water sys.~e:n· 

cl"serib~c1 h~rein .:md known as t:t.~e Isleton Water 'rJorlts to Ethel 
,'\:\ 
',' 

Elizabeth Ga"diner is hereby authorized. 
'~t ,," 

2. On or after the effective date' hereof and on or before' . 
>:. '" " " 

October 31> 1961> Coritme Living~~one in' her representative capac'icy " 

as guardian of tb .. person and e"Fce of &thelJ::U"al>ej:!t Garciiner.an 

,', -7-
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,! 

i-oc01DpC1:e'Ot person, may sell and transfer the saidpu1blic utility 

water system to James 'Woo Gardiner,pursuant to the document entitled 

"Order Confirming Sale of Real and Personal Property", filed as " 

Exhibit No. 4 herein; and said .1amesTJI • Gardiner,. :tn, turn',. may sell 

and transfer the said public utility water 'system to. Fremont Valley 

Water Company ~ 8 corporation,. pursuant' to the agreement' 'and the 

amendment thereto- attached to the application herein as'Exhibits A 

and B,. respectively. 

3. On or before the respectivedatcs of the actual'trans­

fers authorized by p.aragr~h 2 herein, said Corinne Livingstone and 

sai.d James 'W.. Gardiner shall have refunded, a1:1 customers' depos'its 

and all advances for constructi~n,ifany, which are'subj'ect, to : 
I 

refu%ld as of the date of transfer.. krly such unrefunded depOSits and 

advances shall be transferrecl. to and become the obligation for re.EUnd:· 

of the said Fremont Valley Water Company. 

4.. On or before the respective da.tes of the actual 1:rans-­

fers authorized by paragraph 2 herein, CorinneI.ivingstone shall 
" 

tra:l.sfer .and deliver to James W. Gardiner and', in turn, James.W. 

Gardiner shall transfer and deliver to Fremont' Valley Water Company, 

and the latter shall receive and preserve all records, memoranda and. 

papers pertaining. to the construction and oper~ltion of the water: , 

system herein authorized to be transferred. 

5. If the authority granted by paragraph 2 herein is 
.. ' 

exercised,. within thirty' days after ~e c~nsurmnatio~ of each transfer 

thereby authorized,. Corinne Livingstone and' James W. Gardiner shall 

each not:1fy the CommiSSion, in writing,. of tha.t: fac": and of· her and 

i-lis compliance with paragrephs 3 and t:. herein, and within ssidpe::iod . 

~sch sn~l'!. cause to be filed with the Commissions certified copy of . 

each deed and bill of sale or other instrument of conveyance as 

executed to effect the tr~nsfers of the propertYhere.1nSbov.e author­

ized· to be transferred., 
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6.. Upon due compliance with all of the· conditions of 

paragraphs 2~ 3,. 4 and 5 of this order~ Corinne Livingstone and 

James 'W. Gardiner shall each stand relieved of all, further public 
, ' 

utility obligations and liabilities, in connection with the operation. 

of the public utility water system known as Isleton· W.atcrWorks~ 

If the authority granted by paragraph 2 herein is· exercised,. 

IT IS FORl'BER ORDERED that: 

7. Within thirty days' after the actual date "of the trans"" 
. ' 

fer of the said water system to it~ hemont Valley Water Company 

shall re-file under its own name the schedules, of rates and· charges' 

preseDtly on file under the name of Isleton Water .Wo,rks,. together 

with up-to-date rules governing service to. customers, a ta~~ff 

service area map and sample copies of all printed' forms normally 
:1 

~sedduring t~e course of::business with customers" all'in a' form,' 

acceptable to this. Commission~ and in accordance with 'the require-
, .' 

ments of General Order No~ 96,. Such rates~ :rules,. tariff .serv.ice 

area map and forms shall become effective upon. fivedays'notice 

to this CommiSSion and to. the public after filing as hereinabove 

provided. No increases in the presently filed rates and charges" 

ShOlll be made unless properly authorized by thisComml;ssi'on.; ,provided, 

c.O"'lI1ever, that any increase . in charges which mayresul~ from the ,filing , 

of suCh up-to-date rules is hereby authorized. 

8. Within sixty days after the actUal date .of the trans­

fer of the said water system to it, Fremont Valley Water Company 

s'hall file' w"iththe CommiSSion four copies of acomprehensiv~map'," 

dr~ to an indicated scale not smaller thll1l600 feet· to· the :tnch,,' 

cicl:t~e.i:!ti::lg by,: appropriate markings :he trect of land,' andt~rrlt:ory 

s~ec.; the pr:;:ncipal water ':?roduction., storage and distribut:i.on 

facilities; and the location of the various water system,' properties " 

of said applicant .. 

9. Applic3nt ,Fremont Valley Water Company shall determine , . ' , 

the accruals for depreciation by dividing the original cost of the" 

-9-
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utility plarit less estim.;":,ted future net salvage less depree1at~otl" 
" reser.re by the estimated remaining life of the plane. Ap;.>licant 

sMll review the accruals as, of January 1 of the year followitlg the 

date of transfer and thereafter when major changes'in, utility- pl:~nt 

composition occur aDd at intervals of not more than five years. 

Results of these reviews shall be submitted to this Commission ... 

10. On and, after the effec:ive date hereof and' on'or 

before December 31:p 1961, Fremont Valley Water Company may issue 

'Dot to exceed 350 shares of its. cap1t:~lstock at par 'value ~f'-$lOO 
, " 

per share, and at an aggregate par value of $3S,OOOfor. the purposes 

specified in ebeforegoing opinion. 

11. Fremont Valley Water Company shall file with the 

Commission a report or reports as required by General Order No .. 'Z4~A, 
, 

l'mch order, in so far as applicable, is made a par1:~ of this order .. 

The effective date of this order shall, betweney: days 

after the date hereof .. 

Dated at ____ San __ Fr_8.n_C'_1_S_co ____ , California~ t.h1SK~m',· 

day of _____ A_P_R'.;.,.;I L~ ____ _ 

< .,.,' 

•••• ,.: •• ,. 'of 

. commissio'Ce%';S' 
.': 0' 
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