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- DRICINAL

BEFORE THE PUELIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the application

of (1) CALIFORNIA CITIES WATER

COMPANY for authority (a) to -

acquire and hold shares of common

stock of Cowan Helghts Water

Company; (b) to acquire all of the

properties and certificates of

convenience and necessity of Cowan

Helghts Water Company; and (¢) to

issue the shares of common 3tock , Application No. 47926
and notes required Iin connection Filed Septemver 28, 1965
with the acquisition of such ,
propexrties.,

(2) COWAN HEIGHTS WATER COMPANY
for authority (a) to dlscontinue
the rendering of water service:
(b) to liquidate and to distribute
and convey all of its property to
Californila Cities Water Company in
ligquidation; and (¢) to dissolve.

CPINION

This i3 an application for an order of the Cormission
authorizing (1) California Cities Water Company to acquire all of
The outstanding capital stock of Cowan Heights Water Company;

(2) Cowan Heights Water Company to transfer all of its properties
to California Citles Water Company and thereafter to disconxinue
1ts public utility business; and (3) Californda Cities Water

Company, in acquiring said assets, to assume all of the obligations
of Cowan Helghts Water Company and to issue $150,000 aggregate par

value of 1ts common stock.
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California Citiles Water Company, a California corporatlon,
15 a public utility owning and operating water properties in and
about the City of San Dimas, Los Angeles County. Cowan Helights
Water Company 13 a Californla corporation engaged as 2 pﬁblic
ut1lity in the operation of water properties in an unincorporated
area near the City of Orange in Orange County. Both utilities
are under the Jurlisdiction of this Commission and abé wholly-owned
subsiddaries of Consolidated Water Company, a Delaware corporation.

The application shows that Consolidated Water Company
acquired all of the capital stock of Cowan Heights Water Company
at a cost of $199,967.25 and also advanced to the subsidiary an
amount of $lOO,734.2S, which 13 evidenced by a short-term s%lnote
receivable from said subsldlary. The pareht éorporation has
offered to sell said capital stock and note to Califormia Cities
Water Company for the sum of $300,701.50., In payment therefor,
the purchaser proposes (a) to issue, at par, 15,000 share3 of its
common stock of the par value of $10 per share, and (b) to treet
the balance of $150,701.50 as an unsecured indebtedness to be
represented by a ninety-day note or an open account payable to the
seller, bearing interest at the rate of 5% per amnum. TUpon
acquisition of the Cowan Heights Water Company stock, the buyer,
a3 sole stockholder, plans to cause said utility to be 1iquidated.

Cowan Helghts Water Company, in the course of the
liquidation, would transfer all of 1ts assets, Iincluding 1ts
certificates of public convenience and necessity, to California
Cities Water Company. A pro forma bhalance sheet, datedvas,of




July 31, 2965, and related journal entries glving effect to the
proposed trangaction are attached to the application as Exhibit
No. 3. According to sald exhibit, Cowan Helghts Water Company
assets, having a net book value of $223,696, will be transferred
to California Citles Weter Company and an amount of $13,765 will

be credited to the latter's utility plant acquisition adjustment

account. :
The Commission has considered this matter and finds
that: (1) the proposed stock and note acquisition and transfer
of properties would not be adverse to the public interest;
(2) there will be no change in rates as a result of the transfer;
(3) the money, property or labor to be procured or paid for by
the 1ssue of the stock herein authorized is reasonadly regquired
for the purpose specified herein; and (4) such purpose 1s not, in
whole or in part, reasonably chargeéble to operating expensesior
to Iincome. On the basis of these Lindings we conclude that the
application shouwld be grahted. A public hearing'is.not,necessary.
In 1asuing our oxrder hebein, we place Californdia Citles
Water Company and 1ts shareholder on notice that We dd‘not regard
the number of shares outstanding, the total par value of the shares
nor the dividends pald as measuring the retwrn the company should
be allowed to earn on 1ts investment in plant and that the
authorization herein given 1s not to be construed as a finding of
the value of the company’s stock or properties nor as indicative
of amounts to be included in prbceedings foé the determinétioh of

Just. and reasonable ratés._
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IT IS ORDERED tkat:

L. Callifornia Cities Water Company may acqulire and hold
all of the issued and outstanding capital stock of Cowan Helgnts
Water Company, together with the $100,734.25 short-term 5% mote
obligation of sald company. '

2. Cowan Heights Water Company may transfer and convey
all of 1ts assets and propérties, including 4ts certificates of
public convenlence and necessity, to Califormia Cities water‘Company.

3. Califormia Cities water Company may acquire the assets
and assume the obligaﬁions of Cowan Helghts Water Company, and

thereafter shall underfake the operation of saild public utlility

water systen.

4, For the purpose set forth in the application,
California Cities Water Company may 13sue and deliver not to exceed
$150,000 aggregate par value of 1ts common stock.

5. California Citles Water Company shall file with the
Commission a report, or reports, as required by Ceneral Order
No. 24-B, which order, insofar as applicable, 13 hereby made a part
of this order.

| 6o California Cities Water Company shall account for
the acquisition of the properties herein authorized to be trans-
ferred in accordance with the requireménzs of Plant Instruction '
No. 4 of the Uniform System of Accounts for Water Utilities (Class 4,
Class B, and Class C). Within sixty days after Lhe consurmation
of the transfer, it~shall file with the Commission a copy of each

Journal entry used to record the transfer on its books of account.
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7. On or vefore the date of actual transfer, Cowan
Heights Water Company shall refund all deposits, if any, which
customers are entitled to have refunded., Any unrefunded deposits
shall be transferred to and shall become the obligation for refund
of California Cities Water Company.

8. On or before the date of actwual transfer, Cowan
Heights Water Company shall transfer all advances for construction
held by 1t‘to Californila Citles Water Compagy and the latter shall
assume the obligation for repayment of such advances. Applicants,
within thirty days after the date of transfer, shall file Jointly
with this Commission a certified copy of an appropriate instrument
showing the names of all persons or corporations in whose favor
such obligations exist an@ the amounts thereof.

9. On or befor¢ the date of actuwal transfeerowan
Heights Water Company shall transfer and deliver to California
Citdes Water Company all records, memoranda and papers pertaining
to the construction and operation of the properties herein
authorized to be transferred and the latter shall receive and
preserve such records, memoranda and papers.

10. If the authorlty herein granted to transfer
properties 1s exercised, Califormia Clties Water Company, within
thirty days thereafter, shall notify the Commission, in wrilting,
of the date of completion of such transfer.

1l1. Californdia Citles Water Company shall file, within
five days after the effective date of the transfer, 2 notice of

adoption of the presently filed tariff schedules of Cowan Helghts
Water Company. | | |
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12. The rates and rules'or Cowan Helghts Water Company
now on fille with the Commission shall be refiled within thirty
days after the effective date of the transfer under the name of
Califormia Cities Water Company in accordance with the requirements
of General Order No. 96-A, except that Californiz Citles Water
Company may withdraw such rules and standard forms of Cowan Heights
Water Company as are substanzially 2dentical with the mules and
standard forms of California Cities Water Company and the with-
@rawal of which Will not reswlt in inereases or more restrictive
conditions in the presently filed‘tariff schedules.

13. On or before the end of the third month after the
consummation of the transfer as herein authorized, California
Cities Water Company shall cause to be filed with the Commission,
In such form as the Commission may prescribe, an annual report,

o; reports, related to the operations of Cowan Heights Water
Company for the period commencing with the £irst dzy of the current
year to and including the-eff§§t1Ve date of the transfer.

L4. Tpon compliance with the terms and conditions of
the transfer, Cowan Helghts Waber:Company shall stand relieved
of all further public utility obligations in connection with the
operations of the water system herein authorized to be transferred

and therezafter may dissolve.
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15. The effective date of this order is the date hereof.
Any autnority herein granted and not exercised will expire March 31,
1966.

Dated at San Francisco ,» California, this
2L day of OCTOBER , 1965.

Pi‘esident
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