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Decision No. 69832 

BEFORE TEE PUBLIC UTJl,rI'IES COMMISSION OF TEE STATE OF CALJ:FORNIA 

In the matter of the application 
ot (1) CALIFORNIA CITIES WATER 
COMPANY tor author1ty (a) to -
acquire and hol~ shares or common 
stock of Cowan Heights Water 
Compa%lY; (b) to aCquire allot: the 
properties and certificates of 
conven:tence and necessity of Cowan 
Heights Water Company; and (c) to 
issue the shares of common stock 
and notes required in connection 
With the acquisition o-r such 
propert1es .• 

(2) COWAJ.'1 HEIGHTS WA2'ER COMPANY 
for authOr1 ty (a) to d:Ls cont::tnue 
the rendering of water serv1.ce;. 
(b) to- 1iqu1date and to distribute 
and convey all of its property to 
california Cities Water Company ~ 
l1qu1dat10n; and (c) to dissolve. 

OPINION -- .... _- ..... ..-

Application NO. 47926 
Filed September 28~ 1965 

This is an application tor an order ot the Comm1ss1on 

author1Zing (1) California Cities Water Company to acquire all or 
the outstanding capital stock ot Cowan Heights Water Company; 

(2) Cowan Heights Water Company to transfer all of 1ts properties 

to California Cities Water Company and thereafter to d1scontinue 

1ts public utility business; and (3) california Cities Water 

Company, in acquiring said assets, to ass~ all or the obligat10ns 

ot Cowan Heights Water Company and to 1ssue $150,OOO-aggregate par 

value of its common stoek. 
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californ1a Cities Water Company 1 a cal1fornia corporat1on~ 

is a public utility owning and operating water properties 1n and 

about the City of San D1mas~ Los Angeles County. Cowan Heights 

Water Compa~ is a California corporation engaged as a ~ubl1c 

utility in the operation of water properties 1n an un1ncorporated 

area near the City o~ Orange ~ Orange County. Both utilities 

are under the Jurisdiction ot this CommisSion and are wholly-owned 

subsidiaries of Consolidated Water Company I a Delaware corporation. 

The application shows that Consolidated Water Company 

acquired all ot the capital stock of Cowan Heights Water Company 

at a cost of $1991967.25 and also advanced to the subSidiary an 

amount ot $100 3 734.251 which is evidenced by a short-term 5% note 

receivable from said subsidiary. ~e parent corporation has 

offered to sell said capital stock and note to california Cities 

Water Company tor the sum of $3001 701.50. In payment theretor l 

the purchaser proposes (a) to issue, at par3 15,000 shares of its 

common stock of the par value ot $10 per share l and (0) to treat 

the balance of $150,70l.50 as an ~ecured indebtedness to be 

represented by a n1nety-day note or an open account payable to· the 

seller, bearing 1nterest at the rate or 5% per annum. Upon 

acqu101t10n of the Cowan Heights water Company stock~ the buyer I 

as sole stockholder3 plans to caU$e said utllity to be 1iqu1dated. 

Cowan Heights Water Company 1 in the course or the 

liqU1dation l would transrerall or its assets, including its 

certificates or public convenience and neceSSity" to california 

Cities Water Company. A pro forma balance sheet l dated. as, ot 
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JUly 31, 1965, and related journal entries giving effect to the 

proposed transaction are attached to the application as Exhibit 

No.3. According to said exhibit, CO-w'lan Heights Water Company 

assets,1 haVing a net 'book value of $223:.,696" 'W1l1 'be transferre4 

to california Cities water Co~any and snamount ot $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 1nterest; 

(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 issue of the stock here1n author1zed is reasonably reqt:lj.red 

for the purpose specified herein; and (4) such purpose is not, in 

whole or in part., reasonably chargeable to operating expenses: or 

to income. On the basis of these f1ndings we conclude that the 

application should be granted. A public hear1ng is not, necessary. 

In issUing our order herein., we place Cal1forn1a C1t1es 

Water Company and its shareholder on notice that we do not regard 

the number ot shares outstanding" the total par value of the shares 

nor the d1V1dends paid as measuring the return the company should 

be allowed to earn on its investment 1n plant and that the 

authorization herein given is not to be construed as a finding of 

the value of the COmpanyf s stoek or properties nor as 1n<i1eat1ve 

ot amounts to be included in proceedings tor the determination o~ 

just. and reasonable rates. 
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ORDER .... ---~ 

IT IS ORDEP.ED tl::a~: 

1. Ca11fornia Cities Water Company may acquj.re and hold 

all of the ~ssued an~ outstand1ng capital stock of Cowan Heights 

Water COmpanyl together With the $1001 734.25 short-term 5% note 

obligation 0'£ sa:1.d company. 

2. Cowan Heights Water Company may transfer and convey 

all of its assets and propert1es l including its certiticateso~ 

public convenience and necessitYI to cali~orn1a Cities Water Company. 

3. california Cities Water Company may acqUire the assets 

and assume the obligations of Cowan Heights Water Company" and 

therearter shall undertake the operation or said public ut111t~ 

water system. 

4. For the purpose set forth ~ the appl~eat10n, 

california Cities Water Company may issue and deliver not to exceed 

$150 1 000 aggregate par value or its common stock. 

s. california Cities Water Compall3' shall file With the 

Commission a report" or reports l as required by General Order 

No. 24-B" l'llUch order" insofar as app11ea'ble" 13 hereby made a ;part 

of this order. 

60 califOrnia Cities Water Comparq shall a·ccount for 

the acquiSition of the properties herein authorized to be trans

ferred 1n accordance With the requirements or Plant Instruction 

No~ 4 of the Uniform System or Accounts ~or Water Utilities (Class A, 

Class B, and Class C). Within siXty days after the eonsuznmat1on 

of the transfer, it shall file With the Comm1ss~on a copy of each 

journal entry used to record the transfer on its books or account. 
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7 • On or before the date of actual transfer I Cowan 

He:tghts Water Company shall refund. all deposits I it any I which 

customers are entitled to have refUnd.ed. Any unrefunded deposits 

shall be transferred. to and shall become the obl~gation tor refund 

of californ1a Cit1es Water Company. 

8. On or before the date of actual transfer .. Cowan 

He1ghts Water Company shall transfer all advances tor construction 

held by 1 t to ca11fornia Cities Water Company and the latter shall 

assume the obl:tgation tor repayment of suCh advances. App11eants l 

w1thin thirty dayS after the date of transfer I shall f1le j01ntly 

with this Commiss1on a cert1f1ed copy of an appropriate ~trument 

shoWing the names of all persons or corporations in whose favor 

suCh obligations eX1st and. the amounts thereof. 

9. On or before the date of actual transfer Cowan 

Heights Water Company shall transfer and de11ver to california 

C1t1es Water company all reeords l memoranda and papers pertaining 

to the construction and operation of the propert1es here1n 

authonzed to 'be transferred. and the latter shall receive and 

preserve such records.. memoranda and papers. 

10. rr the authOrity here1n granted. to transfer 

properties is exercised .. ca11forma C1t1es Water Company., within 

thirty days thereatter l shall notify the COmm1ssi0n., in W'r1~;1ng" 

of the date of completion of suCh transfer. 

11. ca11forn.1a ~t1es Water Company shall .file" Within 

five days after the effect1ve date of the transfer., a notice of 

adoption of the presently t11ed tariff schedules of Cowan Heights 

Water Company. 
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12. The rates and rules of Cowan Heights Water company 

now on tile wi~h the Commission shall be retiled Within th1rty 

days af'ter the effective date of the transfer under the mme ot 

Califor.n1a Cities Water Company in accordance ~~th the requirements 

of General Order No. 96-A~ except that Ca11fornie Cit1es Water 

Company may w.thdraw sue..."" rules and standard forms ot COW'an Heights 

Water Company as are substantially !dent1cal moth the rules an<i 

standard forms of california Cities Water Company and the With

drawal of which Will not result in increases or more restrictive 

conditions in the presently filed tar1tf sChedules. 

13. On or before the end of theth1rd month after the 

consummation or the tranafer as herein authorized~ californ1a 

C1t1ee Water Company shall cause to be filed With the Comm1ssion, 

in such form as the Comm:Lssion "tNJ.y prescribe., an annual report, 

o~ reports~ related to the operations of Cowan Heights Water 

Company tor the period commencing With the first day of the cw:-rent 

year to and including the effective date of the transfer. 

14. Upon compliance ~~th the te~ and conditions ot 

the transfer, Cowan Heights Water Company shall stand re11eved 

of all further public utility obligations in connect1on ~th the 

operatiOns or the water systemhere1n authorized to be transferred 

a.nd thereatter may dissolve. 
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15. The effective date of this orc1er is the date hereof. 

ArJ::r authority herein granted and not exerd.sed w:t1l expire March 31" 

1966. 

Dated at ___ San __ Fran __ cisco ______ " califOrnia, ·this 
,/~ OCTOBER 02{~ day or , 1965·. 

COmm:LSSloners 
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