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De~is1on No. • ~378 ~4.1900· '{m~~lllin~lli 
BEFORE THE PUBLIC tTI'ILttIES CaooSSION OF THE STAl'E O~ijCA.LIFORNIA ; 

Application of TEMESCAL WATER ) 
CCJotPANY. a Public Utility;t and) 
DAON CORPORATION. a Delaware ) 
Corporatiou;t for Ex Parte ) 
Order Autbor1zfng Acquisition ) 
by Daon Corporation of Control) 
of Temescal Water Company. ~ 

A'PplicationNo. 59373-
(Filed -January l4~ 1980) 

OPINION 
~--'---'--

Daon Corporation (Buyer) and Temescal Water Company 
(Utili1:Y) reQUest authority under Section 854 of the Caliiornia 
Public Utilities Code for Buyer to acquire control of Utility. 
The circumstances of the 'Proposed acquisition are as follows: 
Utility is a wholly owned subsidiary of Temesco~ & California 
corporation. Fifty-one percent of the is.sued and outstanding 
shares of Temesco are owned by Corona Foothill Lemon Company 

(Corona) • Owners of 54.66 -percent of the issued' and- outstanding 
sharer> of Corona (Sellers) 'have entered into a written agreement 
with Buyer whereby Buyer has an option to purchase their eap-ital 
stoek~ subject to the condition that Buyer make .a bona fide offer to 
the remaining shareholders of Corona to purchase all of their 

shares at a price not les.s than the price paid pursuant to, the 
written agreement. Buyer indicates that it intends to exercise 

the option on or about March 3;t 1980.. tJpon exercise' of the option 
Buyer will acquire a minimum of 54.66 percent of the issued· and 

outstanding sbares of Corona and .. maximum of 100 percent of such 
.bares~ dependtng on ~he results of the tender offer to the other 
shareholders. By acquiring certain eontrol of Corona~ Buyer also 
uaa.es a maj ority interest in Temesco~ thereby acquiring control 
of Utility.. Buyer requests ex l>&%t,e authorization by th:ta Coam1asion 
ao that the transaetion may be conaummatec:t. 
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Utility is a public utility ~ter company engaged in the 
business of supplying \<later ser-vice for .irrigation r dom,estic, 
industrial,and emergeneypurposes in 'the city.o£ Corona and in 'tne 
adjacent unincorporated :territory of Riverside Count.y. Utility 
serves 220 eust".Omers, priltarily agricultural users, except for 
eleven industrial customers and 32 potable water cust.omers .. 

Tez:escal Wat.er Company was organized under 'the laws of 
'th.e St.ate of Ca.li£or:l.ia on lI.arch 22, lSS7, as a mutual water coz:.pa!lY .. 
It was declared to ;be a public ut.ility by Coz::mission order', 
Decision No. 59443 dated December 29, 1959, in caseNo.609S.· The 
Cor:::oission decision ''-'<is a.f£irmed by the California Sc-preme Com:"'t. 
in Corona Citv Water Co. v PUC, 54C 2d 834 (l960). By Decision 
No. 65115,. cia~ed lI'..arcb. 19,. 1963,. the t'i:lal order in Case No .. 6090,. . 
the Co=mission prescribed rates for T~escal Water Co~pany, defi~ed 

I 

its service area, and ordered the filing or tariffs. By DeciSion 
No. 8.£..781 dated August 12, 1975, in Application No. 55724, the 
Co:::mission authorized a corpora~ reorganization that resulted in 
the existing corporate relationships. 

The original cos~ 0'£ the total u~ility pla:t asse~s of 
Utility as of Dece~ber 31, 1978, is $3,539,463-57, and the depre­
ciation reserve as of th.e san:e d.a~ is $1,246,997 .. 18, resulting 
in a ne':. book cost of $2,292.,.466.39. AttaChed t.o the application 
is an ext.ensive description of the Temeseal water systel:. and. the 
property o~ed by Utility,. i.."lcluding p'Wt.ping equipmen't, wells, r.ains 
and reservoirs. 

The application recites that Corona and its subsidiaries 
are directly or indirectly engaged in the business. ot agriculture 
and in particular the ownership and operation of citrus (orange, 
lemon,and grapefruit) and avocado farms,and orchards.' Vi...""'tually 
all o£ Utility's customers, including Corona, are agricultural 
users. Buyer intends 'to continue the agricultural business of 
Corona .and to remain a C1.:ston:er o£ Utility. No significant change 
in the operations or service of Utility nor any displacement o·r its 

management or other personnel is anticipated as a result of the 
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~ransaction. In this regard Buyer further proposes to adopt the 
presently i"iled tariffs of' Utility and to be, bound. by any ou~­
standing Commission decisions and/or directives involving the ~~ter 
system. The application alleges that all customer deposits ~l 
be ref'unded 'When due.. All refunds due on main extension advances 
have bee:::. paid.. on a current basis and none are overdue; future 

refunds ~l be made on a timely basis. 
Buyer is a Delaware corporation. quali.fiecl toO do 

business in California. It is a wholly owned. subsidiary o! Da¢n 
Develop:ent Corporation,. a corporation organized and existing under 
the 1a,,'$ of the Province of British. Columbia. Canada.. Buyer~ s 
financial statements indicate ~hat Buyer is a substantial entity • 
..... "it.h assets as of July 31. 19797 exceeding $500 Itillion and ea.-nings 
£o~ the 9 ~nths ended July 317 1979 of over se.5 ~illion_ 

The ter::s of the agree::ent between Buyer and Sellers 
provides tha t Buyer ..... "ill pay to Sellers $820 .. 03 per share of Corona 
stock. 'rne total n'W:Oer o! shares o1Jts-:.a.nciing is 36.1.01: t.hen'Ul:oer 
of shares to be sold by Sellers to Buyer is 19,898.. Buyer s"Ca'tes 
that it underst.a.nes that future rates f¢r ..... -ater will be based on 
the depreciated original cos~ of' the p13:l't excluding contribut.ed. 
plant. and ~"i!l not ce based on such j:)'lJrchase pric~ or any allocat.ion 
th.ereof. 

The application st.ates t.hat Buyer and. Utility acce;-t 
responsibility for informing custo::ers of the utility about tne 
filing of the application. 'rne subsequently filed Declaration 0:'­

Eleanor Allen dated February 5, 1980, sta~s that SUCh: notice was 

effected by l:lail, on January 14, 1980, by postca.rd,. advising 
customers that. a copy of the applicat.ion was available for 
inspection and requesting that a~y comments or questions be directed 
in 'Writing to t.he applicants and mailed by January 31, 1980" 
Ms.. Allen states that no objections have been received. 'This 

Commission has received no protest to the proposed' acquisitiono! 
control. 
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The 'transfer of a 'Water co:cpany, even when merely cont.rol 
~sses, is a sensitive subject for this Commission in dischargeo-f 
its regulatory resj:>Onsibilities. lI.a.."lY of the transfer applicationz 
that we receive ~volve cocpanies that provide poor service ~~th 
little prospect. for improv~ent. In such cases we may: find i~ 
appropriate to require various co~tments fro~ the buyer or seller 
as a condition of the transfer. F.re~uentl~ ~~ find that a public 
district, by takeover or formation, offers a more'~ro=ising future 
than transfer, and "'-"e proItote such a result.. Someti.n;es a public 
hearing is required to exax::.:i ne the facts and circumstances s'l:r­
rounding the proposed transaction • 

.In this ligh.t ....-e deter:ine that the pI"O?Osed acquis.ition 
of control of Utility by Buyer would not be adverse to the public 
interest and that the application sbould be granted. A public 
hearing is not necessary. 
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This decision is based on the 1ntorma tion on tUe With 

the Coxcmission and furnished by the ~:plicants, .which indicates A 
that Utility provides adequate service at reasonable rates with . 
reliable service and supply,. and that Buyer is a substantial entity 

with a direct stake in the continued viability of Utility. Our 

confidence in the ex ~e granting ot authority is e~nced by the 
actual notice at£orded customers and the absence of' protest. !.."l 

order to !acilitate the parties in carry~ out their agr~ement O~ 
the scheduled basis, the effective date of this order shall be 
the date hereof. 
FindL"lgs or Fact 

1.. Utility :provides ,,:ater service to 220 custox:ers' in 

the city of Corona and adjace:lt Riverside Cou."lty, primarily agri­
cul t.ural users .. 

2. Utility is a wholly owned subsidiary of Tel'Ilesco, which 
in turn is controlled by Corona. The princi-pal business of Corona 
and its subsidiaries is the ownership and operation ot ,citrus 
and avocado .fa.rns. and orchards. 

3.3uyer isa subsidiary of Daon nevelopment Corporat.ion, 
a ~nadian corporation •. 

4. Buyer has agreed with owners ot a majority interest in· 

Corona to an option ~hat will allow Buyer to acquire control of 

Corona under specified terms and conditions. 
5. Acquisition or Corona results in transfer of control of 

Utility to Buyer. 
6. Buyer intends to carry on the agricultural enterprises of 

Corona. 
'I , 

7. Utility is a vital part o~agricultl.lre in its service 
territory. 

8. The operation of.' Utilit.y l>:ill be unchanged by this 

acquisition. 
9. Utility provides adequate service at reasonable rates. 
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10. All customers have been notified of this pendingappli­
cation; there is no objection. 

ll. The authori~~1on granted shall no~ be cons~rued. as a 
finding of ~he value of the righ~s and properties authorized -to' be 
acquired. 

12. The effective date oi'this order shall be the d8~e hereof 
in order to permi~ the parties to ,proceed with the scheduled 
acquisition. 
ConcluSions o~ law 

1. Pursuant to Section 854 of the Public Utilities Co<ie . 
this Commission has jurisdiction-to- cons~der the acquisitio:l of 
control or U~ility by Buyer. 

2. Acqui~ition of Utility by BUyer is. no'tadverse 'to . 
-' 

the publie interest. 

ORDER 
-~--- .... 

IT IS ORDERED that Daon Corporation may control 
'l'emese.al wa'ter Company. 

T.ne effective da'te of this order is the date hereci' .. 
Dated MAR 4 19?Q ~ at San Francisco. Califorr.ia .. 


