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BEFORE THE PUBLLC UTILITIES COMMISSICON OF THE STaTx (F Cn.LIFORNIA

In the Matter of the Application of
WARREN Q. WAGNZR, doing business

as GREAT WESTERH wATER SLRVICE, for
pernission %o transfe., and GREAT
WESTERN WATEZR SLRVICE, a Califormia
corporation, for pennzssmon % have
transferred vo it the operating
rights of, and all of the assets of
that certain public utility doing
business as GREAT WESTERN WATLR
SERVICE.

Application No. 38394

GREAT WZSTERN WATER SERVICE, a
California corporation, for a permit
to sell and issue certaz of i%s
¢common shares.
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Gray and Guy, attorneys, by Arthur D. Guy, Jr.;
Dr. Varren 0. Wagner, in propria persona, and
president; and senxry Suzukl- for applicants.

Jagk Bryant, Deputy county Hngzneer Water Works
anc Utilitles Division, County of Los Angeles,
int erested party.

Charles . Drake, for the Commission staff.

OPINION

By Decision No. 53985, dated October 30, 1956, in the
above-numbered application, warren O. Wagner, an individual doing
business as Great Western Water Service, was authorized to sell
and transfer his public utility water systex and properties to
Great Western Yater Service, a corporation. 4 cceantingency of the
authority granted by said decision was that one ¢r the otier of
the applicants, depending on whichever is the owner of the utility
properties, should furnish the Commission within 60 days after the
effective date thereof, the originel cost, estimated if not known
(historical cost appraisal), of the Wazner properties, together

with the related depreciation reserve reguirement as of the date
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of transfer of said properties acquired from Chester C. Bagstad,

a former owner.;/ Final submission of the matter was set aside by
Decision No. 53985, supra, for further hearing on and the recipt
into evidence of the originmzl cost determination and related
depreciation reserve requirement of the Wagner propertics.

A further public hearing on this matter was held before
Bxapiner Stewart C. Warnmer on April 18, 1957, at Los Angeles.

On January 18, 1957, applicant wWagrer submitted to th
Commission an actual or estimated histarical cost appraisal of
the Chester C. Bagstad properties, as of October 15, 1955, in the
total amount of 51,492.27, with a related depreciation reserve
requirezent of 4,135.9.4.

Exhibit No. 4, a staff hydraulic engineering appraisal
of the Bagstad properties as of October 15, 1955, was sudbmitted
and received at the hearing. Said exhibit shows estimated
historical cost of 46,764, with a related depreciation reserve
requirement of ?2,757.2/

The major difference between the appraisals submitted by
the applicant, Wagner, and the staff lies in Account 306, Land and
land Rights. The applicant Vagner included in his appraisal the
cost to him of three parcels of land for a total cost‘of 54,938,

1/ By Decision No. 52534, cated Jamuwary 31, 1956, in Application
No. 37453, Wagner was authorized to and did acquire the operating
rights and assets of the pudblic utility water system imown as
Chester C. Bagstad Water Co.

2/ Corrects ;2,777 total shown in this exhibit for error in addition
occurring on paze 2 of the appraisal, in Account 324.
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The staff included three well sites, of the dimensions of 60 feet
by 100 feet, at & unit cost of 5750 per acre, for a total cost
of $309. |

t appears frozm the record that Vagner acquired from
Bagstad the aforementioned land surrounding the wells for anti-
contanination pursoses following 2 recommendation of the Los
Angeles County Board of EHealth that such lands ve acquired for
health protection of the utility's sources of water supply.

Another najor cifference in the appralsal is in the
depreciation reserve reguirement, and counsel for the applicant
corporation stipulated that sald applicant would accept 2nd record
on the corporation’s books, the depreciation reserve requireuent
figure submitted oy the Commission staff.

4 careful analysis and comparison between the applicert
Vagner's financial statezment as of July 6, 1956 (Exhibit i of the
application), his appraisal dated January 18, 1957 of the Bagsted
properties as of October 15, 1955 (suprza) and the staff appraisal
Exhidbit No. L also indicates that the applicant Wagner omitted
certain items from his financial statement including the cost of |
2 parcel of land for a well site, certain meters and services,
and other items. A reconciliation of saild exhibit and said
appraisals will be attached hereto as Appendix L ©o be used as a
basis for stock requested to ve issued.

rindings and Conclusions

It appears from the record and the Commission finds as 2
fact and concludes, that the well-site propervies were first
dedicated te public use by Vagrer when he purchased them from

Bagstad for source of water supply anti-contamination purnoscs
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for a total cost of 54,938, and that said latter amount is the
proper figure to be included in Account No. 306, Land and Land
Rights, in the appraisal of the Bagstad utility properties acquired
by Wagner, as of Octover 15, 1955. The amount of (750 per acre
utilized by the staff in its appraisal represents the historical
‘cost of land to Bagstad in about the year Ll9L5.

It further appears from the record in the further hearing
on this matter that the amount of 7,691 shares of Great ijestera’s
Class A common stock for a total par value of $76,910, requested
by Great Western to be issued in the instant application, should
be revised downward to 7,526vshares representing the $75,261 net
worth as developed in Appendix A4 (supra). The order which follows
hereinafter will authorize the applicant corporation to issue
7, 526 shares of its Class A common stock at a par value of 510
per share for a total par value of %575,260.

By the petition for extension of time within which to
comply with conditions sct forth in Decision No. 53985 dated
October 30, 1956, filed liay 15, 1957, applicant iJagner requested
that he be given a period of 180 days following said date of
filing of said petition within which to transfer his public
utilities water system to applicant Great Western Water'Service,
the corporation. The order which follows hereinafter will »rovide

for an extension of time.

Paragraph A of Decision No. 53985, dated Oetober 30, 1956,

in the above-entitled application, having been complied vith by

applicant Warren O. Wagner, doing business as Great ‘estern Water
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Service, by the filing on January 18, 1957, of the data required
by said paragraph of said decision, a further hearing haviag been
held, the matter having been submitted and now being ready for
decision,

IT IS HEREBY ORDERED:

1. That Great Western Vater Service, a corporation, be, and
it is, authorized to issue on or after the effective date hereof,
and on or before December 31, 1957, 7,526 shares of its Class 4
common stock at a par value of 10 per share for a total par value
of $75,260 to Warren 0. Wagner in exchange for the transfer by
said Wagner to said corporation of all of the public utility water
systen assets of Warren 0. Wagner, an individual doing business
as Great Western Vater Service. The Commission iz of the opinion
that the money, property or labor to ve procured or paid for by
the issvance of such stock is reasomably required by Great
Western Water Service, the corporation, for the purposes herein
stated and that such purposes are not reasonably chargeable to
operating expenses or to income.

2. That the foregoing authorization to issue Class A common
stock shall be contingent upon the compliance of Great iestern
Water Service, a corporation, with the provisions of the order
in Decision No. 53985 relating to the issuance of its Class 3B
common stock.

3. That Great Western Wacter Service, a corporation, shall
file with the Commission monthly reports as required by General
Order No. 2LA, which order in so far as applicable is made paxt
of this order.
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IT IS HEREBY FURTHER ORDERED that Ordering Paragraplh 1
of the order in Decision No. 53985, dated QOctober 50, 1956, ve,
and 4t hereby is nmodified o read as follows:

"l. That Varren 0. %agner, an individual, doing
ousiness as Great Western Water Service may,
on or after the effective date hereof and
on or before December 31, 1957, sell and
transfer his puolic utility water systenm
properties described on the application to
Great VWestern Vater Service, a corporation.w

The effective date of this order shall be twenty days
after the date hereof.
Dated at San Franeisco , California, this ZZ —day

of 0,, L, 1957.
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APPENDIL 4

CRELT WESTLRK WaTul SERVICE
BAGSTAD PROPLRTY
AND BASIS FOR STOCK ISSUZ

Depreci-  Additions

atod Cost as per Basis
pP.U.C. Company of
' Appralsal Statement Stock
Description 10-15=55 7=-6-56 Total Issue
X (2} (3] (&)
$ $ ® b
Cash in Bank 2,28&
Accounts Receivable 63
Land - Well Site ;1 1,606% 201 1,847
Well Site /2 1 646* 200 l,8b6
well Site ;3 1l 6@6# 1,646
Tank Site, 126,800 Gal.Sveel %,650 1, 650
Tank Slte, 50, OOO Cal.Redwood 1 650 1. > 650
9% 3,700 5,559
Buildings Pump House #1 Well 533 533
WVells - /4 936
#f2 741
#3 1,612 '
3,489 3,489
Pump Equip. Wcll L » 394 1,315
Vel 1z I 1663 1,037
Gasoline Booster 250
3,057 Z,000 3,063

Pipe liadns - Prior to 10-15-55 21.673
Subsequent to

10=15=55 12,351
j > j 4, M,
Service and Meters 332 )
) 2,900
Meters 937 )
1,209 2,500 L ,L05
Tanks - 3torage -126,200 Gal.Steel 7,289
Storave - 50 000 Gal.Rdwd. 2,980
: Pressure - Jestmont # 1,043
' Pressure = Well #1 332
Precsure =Well #2 333
Tools 2 159 301
Matorials and Supplies 90 90
Qffice Fquipnment L5 L5
Organization Expense 1,734 1,734
Liabilities (7.550)
38,656 31,525 80 bbh
Total other Assets from Col. 3 30,464
Base for Stock Issue I

wSubstitutes applicant's cost of 51,646 for each site.

(rod Fizurc)
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