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Decision No. 

BEFORE THE PUBLIC urn.IIIES COMMISSION OF IP..E STATE OF CALIFORNIA 

In the Matter of the Application ) 
of 'IEl'1ESCA1 .. WATER COMi?ANY and. ) 
CORONA CITY WATER COMPANY for' ) 
Authorization to Acquire and ) 
Sell Certain Water Distribution ) 
Facilities and for Approval of ) 
Rela~ed Journal.Entry ~ 

Application No. 44~3~ 

(Filed November 14, 1~62) 

OPINION AND ORDER 

Temescal Water Company (Temescal) and Corona City Water 

Company (Corona) are public utility ~ater companies serving in and 

aro~d the City of Corona, California. Temeseal furnishes irriga­

tion water, also water to Corona for resale. Corona furnishes 

water for domestic and industrial purposes. 

The application seeks authority for Temescal to sell anci 

Corona to acquire that portion of Temescal's No.3 transmission 

line 30,367 feet in lengeh extending from its Coldwater Weir to 

its El Cerrito Weir) both south and east of the City of Corona, 

ano to make accounting entries in connection with said transfer. 

In support of these requests, the applicants allege that 

the No. 3 line was originally constructed in the year 1911 and 

consists of 20-inch and 22-inch steel, concrete p and reinforced 

concrete pipeline~ that at ehe time of its installation, the line 

was utilized for the transmission of both domestic and irrigation 

water; that in 1~377 a portion of the line from the El Cerrito Weir 

westerly to a reservoir in the City of Corona was transferred to 

Corona) that the date of this transfer represents the t~e when 
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the line was wholly dedicated to service of Corona in that ~,s 

primary utilization was for delivery of domestic water; that at 

that time this transfer was recorded on the books of both compan­

~es; that inasmuch as the entire No.3 line is dedicated to the 

s~rvice of domestic water to Corona) it is proposed by this appli­

ca~ion to complete a transfer thus begun at the date of dedication 

in 1~31 and to make a transfer of ehe remainder of the line from 

the Coldwater Weir to the El Cerrito Weir as of January 1, 1;62. 

The applieants further allege thAt in order to aceom­

plish the transfer of the described portion of the No. 3 line, 

Drake Engineering Se~viees, Inc., was employed to develop the 

depreciated historical cOSt on said line as of the date of de~ica­

tion thereof; that the consideration for the :ransfer is the 

depree~ated original cost to Iemescal (in 1937),&od the difference 

between the depreciated original cost to Temescal and depreciated 

historical cost of Corona is shown as capital surplus in the pro­

posed Corona journal entry. 

!he proposed journa.L ent%'ies to be ent:ered on 'Iemescal' s 

boo~~ are as follows: 

Dr. -
1~~~1/343 Trans. & Dist. Mains 

250 Res. for Depreciation $l6,742.5i 

Accts. Reeeivable 
Assoc. Co's. 26,455.91 

Q!:.. 

$45,1:1&.4~ 

To record s~e to Corona City Water Company, as of 

January 1) 1;62> of No. 3 Line, frOUl Coldwate:s: W.ei% eo El ~rrito 

Weir, as detailed below: 
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Deserip~ion ~ Reserve 

5,765' - 20 t1 Steel $11)505.~~ $ 4,2;1.'/2 

" 62" v, 0 .. 20" Reinforced Concrete 6,:;~5.S2 2 t!6' 2 .... ,J "./. ., 

15,.~74' .. 22" Concrete 2' r..7· 5' Ci,G. O. 0- :1,o(;1.t:.2 

$45z1~Z..4o 216 z 142. Si' 

'!he journal entries proposed to be entered on Coror...a. 

books to recor~ the acquisition are as follows: 

])or • Cr. - -
1CO-l/343 I~a~. & Dis~. Ma~ns $125,136.11 

250 Res. for Depreciation 7$,501.55 

223-2 Accts. Payable 
Assoc. Co's. 20,45~.~1 

270 Capi~al Surplus 18,170.71 

To record acquisit~on from Temeseal Water Company as of 

January 1, 1~62, of No. 3 Line~ from Coldwater Weir to El Cerrito 

Weir) as detailed below. COSts and reserve for depreciation appli­

cable ehereto are based upon his~or~cal costs of facilities at 

time of dedication by Te:o.escal Water Cozpany, as determined by 

Drake Engineering Services, Inc. 

~escription 

5,765' - 20" Steel 

($,c2~' - 20" Reinforced Concre'Ce 

15)~74' - 22" Concrete 

Cost -
$ 3~,771.v4 

l7,752.;7 

68.612.16 

i 125 z136.17 

Reserve 

$ 24,322.20 

11,l36.95 

43,042 .. 40 

~ 781~01.~~ 

the proposeo bill of sale showing a consideration of 

$26~455.91 is set forth in the application as Exhibit: ';F·'. 

It should be noted here that the depreciation rate ~n 

a~rivins at the above set forth reserve for depreciation as stated 

in a report by a Commission financial examiner~ dated January $, 
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1~63) was calcula~ed as applicable eo ehe specific facilieies ~n 

ehc same raeio tha~ the book depreciaeion reserve ae December 31, 

l3~1, bears to the book depreciable plant ae that date, ~ely, 

37.";4i.. The report: fureher sut:eo. t:bae neither of these :wo com­

ponents used to develop ehis raeio, being rooted in 'the "Xelly 

app:aisal,l now constieuting recorded plant, are acceptable ~ a 

basis for calculating a reaso~bl~ depreciation reserve require­

ment, since the reserve ratio of 3/ .04% thus derived, when con­

sidered in the light of the present ~pproximate 50-year-age of the 

properties, indicates a to~al life of approximately 135 years and 

a remaining life of 85 years. 

Temescal, in arriving at its sale value of $45,l98.48, 

used the recorded costs in 1911 when the No. 3 line was constructed 

adjusted by the addition of overhe~ds, deleted e~rtain plant here­

tofore transferred and ~rived at an adjusted cost of Line No. 3 

of the $4S)1~8.43 as aforesaid. 

The applicants f engineering consultant, although cor...sid­

ering the plant as having been dedicaeed in 1~37, ~ed a total life 

of ~O years and a remaining life of 30 years. The staff's finan­

cial examiner stated that this is a realistic apprOAch and develops 

a ~eserve requirement 3Qounting to 62.i3% of the depreciable base. 

Applying this percentage to Te:escal's adjusted cost of Line No.3 

gives a reserve requirement of $2o~353.01 And a net depreciAteo 

cost of $16,845.47. This latter figure in the staff's opinion is 

appropriate rat:hcr than the $20,455.91 which Temescal consiee=s 

the amount to be set forth as an account receivable from Corona. 

CoronA is attempting to use lSSi as the original dedica­

tion date. Using this date, ~pplicants state a rcp=oouction cost 

new of $12S,1~6.17, and A depreciation reserve requirement of 
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$78,501.55. CorOnA proposes to incur a deb: to !emcsc~l in the 

amount of $2S,45S.91 and proposes to credit to capital surplus 

$18~17~.71, represencing the excess of depreciated pl~n: acquired 

over the consideration proposed to be paid. 

Toe staff's financial examiner cites excerpts from eae 

lS~O and l~ll reports to the stocl~olcicrs of Temescal which tend 

to show that the No. 3 line was in fact deoicated to eomcstic con-

sCIn'?tion as of 1911. Be concludes, however, that accountin~ for 

the proposed transaction by both !cmescal and Corona is governe~ 

by the prescribed Unifo~ Sys~em of Accounts for Water ~t~litics) 

Class A, B, C, ~pplicable to both utilities) and included in his 

report jou:nal entries for both Temescal and Corona confOrming 

with accounting prescribed for the transactions proposed. 

A Commission ut~lities engineer reviewed the applic~tion 

~nd made certain recommenda~ions which will be adoptecl. 

The Commission finds eh~t the proposed transfer 

of the portion of the No. 3 line above described is 

not ~dver$e eo the pu~lic intcrese. The CommiSSion further finds , 

tha~ the original lSll cosc of the line, plus improvements and 

minus deletions as set forth in both applicants' snd the $taff 

financial eX2~ncr's report, of $45)1~8.4o ~s of Januzry 1, 1~62, 

is co::reet. 

!he Commission further finds that a deprcci~tion reserve 

requiremcne equal to 62.737. of the oepreciable base is :reasona~le 

and that the reserve requirement of $2~,~53.Cl ~nd the net Gepr~c~~ 

aeed cost; of $16,gl.,5.47 ;:5 correct. !he Co:mniss::.on :fur'c;.lel.' i:t..nc,s 

that the applicant Corona shall not be permitted to use U1C 1~37 

date ~s the date of dedication in determining plant values and 

depreciation reserve and that no sum shall be credited to capi~al 

surplus . 
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The Commission further finds tha~ the bock cn~ries as 

proposed by ~e s~aff's financial examiDer se~ forth on pa&es 5 

and 10 of ~he sta.ff's Memorandum Report of .January 9,. 1963" s~ia.l1 

be the entries to be used by applicants Temescal and Corona~ 

respectively, upon completion of the transaction, as modified as 

to consideration, hereinafter approved. 

The Commission f~r~her finds tha.t the Bill of S~le) 

Exhibit "F" on the application, should. be a::lended to :recite the 

consideration of $16)845.47 and tha~ as so amended said Bill of 

Sale may be executed and delivered by Temescal to Corona, the 

Commission hereby finding the proposed traDsfer will not be 

adverse 'eo the public interes~ .. 

!he Commission finds t~t a public hearing is not 

necessary. 

The authorization herein grante<i shall no~ be construed 

as a finding of ~he value of the righ~s and proper~ies herein 

authorized ~o be transferred .. 

The authorization herein granted is conditioned upon 

ulticate adjustment of all plant and depreciation reserve accounts 

of Tcmescal to an original cost basis, in order that plant values 

on its books correspond to those used in account~ng for the 

:reti:rement xesulting from the 5ale. Any original cost auG ~c~%ee~­

Ation reserve seudies used as a basis for aojusemen~ of reeoreed 

plant and depreciation reserve balances will %cqui%e approval of 

the Commission before such adjusecents arc recorded. 

IT IS HEREBY ORDERED that: 

1. Temcscal Wat:er Company may transfer ~o Corona City vlate:: 

Company ehe water line known as its No.3 Line, extending between 

Colcl:w.ate:r Weir aud El Cerrito Weir in Temescal Canyon, RiverSide 

County, CaliforniA, con~i~ti~g of th~ following: 
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5,765 fee~ of 20-incb s~eel pipe 
0,628 feet of 20-inch ~ein£orceQ concre~e pipe 

l5,i74 fee~ of 22-inch concrete pipe 

The conside~ation for said t~ansfcr shall be tae depreci­

ated cos~ of said line, ~o-wit: $16,~5~47~ 

2. Coincident with the transfer of the No. 3 pipel~ne from 

Temescal Wat.er Company to Corona City Wa.ter COtlpany, 'Icalescal ilGtcr 

Compcny is authorized to t.~ansfer to Corona City Water Company 

those domestic customers, previously found to be its custOQe~s 

se=ved from the portion of the line being transferred. Corona 

shall ~otify the Co~ssion in ~itinS of the date service is ren­

dered by it to those custo~crs under its rates ~nd rules, within 

ten days thereafte~. 

3. Corona City Water Company sh;Jll file wi1:h t:his Co:mnis" 

sion, afte~ the effect.ive date of tbis o~dcr and prior to the dat.e 

service is first furnished to the cus~omers being served from the 

line being transfcrred,in conformity ~ieh General Order 36-A ane 

in a canner ~cccptable to the Commiss~on) a revised tariff service 

area map showing the a=eas being sc~vcd by Corona City Water Com­

pany and ~he new areas ~hat will be served immediately from the 

line purch~scd :rom Tecescal Water CQcpany. r.~e revised ~p shall 

become ef£ec~ive upon the fifth ~y after h~ovin& been filed. 

4. Co:rona Ci~y Water Coc.p:!nY shall file, ~:..1:hin thi:rty days 

after acqui:ring Line No.3, four copies of a comprehensive map, 

drawn to an indicated scale no~ mo:re than 400 feet to the ~ncG, C~-

1~neatin8 by appropriate markings the area being served £~om Line 

No.3; the w~ter production, storage, t:r~nsmission and dis::ibu­

tion facilities and the location of the va:rio~s wa:er system 

propertie.s. 
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s. Corona City Wa~er Company is placed on notice thAt ~ 

any future rate proeeedings the Commission ~y require ~t to d~on­

st't'a1:e mat the operation of the line huein aansferred to :'1: has 

not become a burd.en 1:0 i1:S rate payers .. 

IT IS FURTHER ORDERED 1:hat Temescal and Corona sba.ll 

respectively record ehe eransac~ion as heretofore stated herein. 

IT IS FURTf~ ORDERED that 1.£ an ame:need :3ill of Sale, 

in confo~nce with the orGer herein~ is executee, three conformed 

copies of sueh agreement shall be filecl ¥~th ~is Cocmission with-

in ~l.'rty days after executio~. 

The authority herein granted shall expire if not exer­

cised within sixty days after the effc¢tive date hereof. 

The effective date of this order sball be ~1ent/ Cays 

",ftel: the date hexeof. 

Dated ae ___ s=_ ... _ ... _:?-_ .. _, ... _n~_;"'-._o_-, Cal::'fornia, thl.s a day 

of ____ M_~_R_C_H ____ ) 1~6~. 


