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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter o~ the Application of '1 
JOHN SCIARRA, do1ng business as 
SCIARRA WATER COMPANY for: (1) 
trans~er of assets of SCIARRA WATER 1 
COMPANt to FITCH MOUNTAIN WATER 
COMPANY~ mc.; (2) for perm:1ssion l 
to issue stock. 

----

Applica.tion 

No. 43428 

ORDER AMENDING DECISION NO.. 62$30 AND DENYING REHEARDrG 

Bernard A._ Dev1ne, John A .. 0 'Kane, and Del Rio Woods 

Home Owners' Association haVing joined in a petition for rehearing 

of Decision No. 62830, the Comm1ss1on having considered said 

petition, and each of the allegations thercof l and good ,cause 

appearing, IT IS ORDERED as follows: 

1. Decision No. 62830, sheet four, second full 

~aragraph, second sentence, is amended to read as follows: 

"At the hearing an interested party urged that the 

properties designated as the Pitch Mountain Pipeline 

and the McDonough Heights Water (system) should oe 

considered as donated or contricuted plant~ Since' 

the record shows tha. t S'c1arra acqUired them for a 

cash consideration or $1 .. 00 for each s.ystem. The 

record shows that both of' these systems had pre'­

vious1y oeen operated as independent systems and 

that as or December 31, 1960, the est1mated 

original cost of the two said systems- totalled 

$16,791.14, with Do net amount or- $11.,398.79 after 

deducting applicable res.erves for deprecia.tion. 1t 
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2. Decision No. 62830 is further a:nended by striking 

therefrom the last paragraph on sheet four of sa1d decis10n and 

substituting therefor the folloWing: 

"It has been the policy or this ·Comm1ss10n.. for 

accounting and rate ~ p~rposes, to recognize 

the original cost or operating systems acquired by 

purchase and to disregard the purchas.e price paid 

by the transferees. Under such ~ol1cy the 

customers' rates retlect those costs assoeia.ted 
~ 

With the actual cost or constructing the fae1lit·1es 

devoted to their use and will not be subject to' 

var1atj.ons which might otherwise resuJ.t in the 

event the purchase price, whether less than or in 

eXCess or the actual installed cost.. were to- be 

recognized for rate making purposes .. " 

3. Rehearing of Decision 62830, as amended.,. is 

hereby denied. 

Dated at _________ _ 

,..(./-,-1_~__ day of AP R I L 

, Cal iforn1a, this 

, 1962. 

_ commissioners 
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I disse:rc. 

The' all~9'ed r;policy'I' referred to in today's order is contrary 

to the rule followed by this COmmission in Market Street Railway Company> 

45 C.R.C. 53, 73, a decision which was ~nanimously affirmed by the 

United. States Supreme Cour'C. (Market S·treet Railway Company v. Railroad 

COmmission, 324 U.S. 548> 564 ... 568> 6S S.C't. 770, 89 t.Ed. 1171) ll83-1185; 

see also 24 cal.2d 378) -.+01-402 1 150 Pac.2d 196.) Only last mor.th~ we 

cautioned. a utility that we might nOt recognize original cost in a fl.l.'t:'..:.re 

rate proceeding if ~ts project should ul'timately prove to have been un­

justified.. (Pacific Liqhting Gas S~pply Company, DeciSion No. 63414» 

dol ted :t'oclrch 16) 1$62) in Appliea tion No .43622. ) 

I:'l. the prese:'l.t case the two transactions in question were not 

gifts; in effect each seller has valued his property at $1. No so""nd 

reason has been sl,I.ggest:ed for requiring rate payers t:o supply profi'l;s on 

the or~ginal investment after th~ original investors have sustain~d a 

total loss.. This is the very f'inves'trncnt aft~r it has vanished ll which the 

United States Supreme Court has. told \.\s we are not requirl;i!d to.r<::cognize. 

(324 U.S. at 567) 89 t.Ed. at 118S.) 

In making these purchases the n~w' owner inv~st<;!d $2w 'He should 

~ ~catcd accordingly. 

GuorgcG. Grov(;:r, COmm:l.ssioner 


