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Decision No. 80264 

, . . " .. 

BEFORE T.aE PUBLIC UTILITIES COMMISSION OF THE STATS OF ,CALIFORNIA 

In the Matter of the Application ) 
of ) 
(1) NEW CITIES WATER COMPANY for ) 
an Order authorizing it to issue ) 
1,000 shares of its common stock ) 
having no par value for $lS,OOO ) 
cash: ) 
(2) CALIFORNIA CITIES "'rATER ) 

COMPANY and CALIFORNIA ) 
CONSOLIDATED WA'rER COMPANY, INC., ) 
for an Order authorizing them to ) 
merge into NEW CITIES WATER ) 
COMPANY, and authorizing the ) 
latter to execute and deliver an ) 
Indenture and to issue $4,.250,000 ) 
principal amount of its First ) Application No. 53394 
Mortgage Bonds,. 6.80 per cent, ) (Filed June 13, 1972)' 
Series A, due December 1, 1996, ) 
and to issue 100,000 shares of ) 
its $10 par value eommon stock: ) 
and ) 
(3) NEW CI'rIES WATER COMPANY ) 
(renamed California Cities Water ) 

Company) to adopt or otherwise ) 
publish the rate and tariff ) 
schedules of california Cities ) 
water Company and California ). 
Consolidated Water Company, Inc., ) 
in effect at the time of the ) 
merger. ) 

-------------------------------) 
OPINION -- ..... --.... .... ~ 

California Cities Water Company and California 
Consolidated Water Company, Inc. seek authority'to merge 
into New Cities Water Company, wh~reupon the name of the 
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survivin9' eorporation would be changed to California Cities 
't'1ater Company. In addition, applicants seek authority to 
eng-ago in various financing transactions assoeiated with 
the proposed merger. 

.' 

New Cities 't'1ater Company is a Californiacorpor
ation incorporated on or about February Z~ 1972. California 
Cities water Company and california Consolidated water Company, 
Inc .. are california. corporations operating public utility water 
systems in various portions of california. 

Consolidated t'1ater Company, a Delaware corporation, 
owns more than 99.10 of the outstanding common stock of 
California Cities 'lilater Company and all the outstanding ccmmon 
stock of california Consolidated Water Company, Inc:. All the 

outstanaing bonds and preferred stock of california Cities 
Water Company and California Consolidated Water Company, Inc. 
arc held by Pacific !·lutual Life Insurance Company .. 

New Cities 't'1ater Company proposos to issue 1,.000 

shares of its no par value common stock to Consolidated water 
Company for $lS~OOO cash. The proceeds would be used for 
purchasing minority shares of common stocl, of California 
Cities water Company and for working capital. 

Pursuant to an Agreement of Merger, California 
Cities ~ter Company and california consolidated Water Company, 
Inc. would merge into New Cities Water Company. The latter's 
Articles of Incorporation would be amended to change its name 
to California Cities Water Comp~ny, and to authorize 2,200 

:;harcs of $6.25- Series A $100 par value preferred stock, 4,800 
shares of $7.50 Series B $100 par value pre£er:ed stock and 
100,000 shares of $10 par value common stock. Each outstandin~ 
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share of no par value common stock of the surVl.Vl.ng corporation 
would be converted into 100 shares of its $10 par value common' 
stock. In exchange for ~c outstanding 4,800 shares of $100 
par value $7.50 preferred stock of california CitiosWater 
Company and the outstanding 2,200 shares 0·£ $100 par value 
$6.25 preferred stocle: of California Consolidated t'iater Company, 
Inc., New Cities Water Company proposes to issue 7,000 shares 
of its corresponding $100 par value preferred stock to Pacific 
Mutual Life Insurance Company. The common ~tocle: of California 
Cities 'Water Company and California Consolidated Water Company" 
Inc., held by Consolieated water Company, would be cancelled. 

The surviving corporation, pur~uant to a plan of 
Reorganization and Agreement and a Purcha::>e Agreement, proposes 
to issue ~,250,OOO principal amount of its First Mortgage 
Bonds, 6_S~~, series A, Due April 1, 1~97, for a consideration 
consisting of (1) the surrender of $700,000 aggregate par value 
of its C'lmulative Preferred Stock, (2) the surrender of 
$1,~15,OOO principal amount of californi~ Cities water Company 
~irst Mo:tgage Bond~ and $1,200,000 principal amount of 

California Consolidated Water Company, Inc. First Mortgage 
Bonds, ~d (3) the payment of $435,000 cash plus accrued 
interest on a like amount of the new bonds,. less accrued 
dividends and accrued interest on the securities .to be sur
rendered. The cash proceeds would be used to retire outstanding 
banJ~ loans incurred for capital expenditures .. 
would be securod by a proposed Indenture to be 

April 1, 1972. 

The new bonds 
dated as of 

The balance sheet as of December 31, 1971" after 
giving effect to the proposed transactions., is s\llIII11aXized 
from Exhibit 10, attached to the application, as follows: 
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Ass~ts 

CW:rent assets 
Net utility plant 
Acquisition adjustments 
Other property and investments 
Other assets 

Total 

Liabilities 

CUrrent liabilities 
Common stock 
Capital. surplus 
Retained earnings 
Long-term debt 
Advances for construction 
Contributions in aid of 

construction 
Other liabilities 

'rOtal 

$ SaO,8Z6 
$,97().,GZl 

896,919 
5075,,705-' ." 
340,400 

$11,764,471' 

$ 460,1~'" 
1,000,.000 
1,894-,144 
l,350,,39 
4,,250,000' 
2',121,815, 

617;489 
6,9,.900' 

$;11,764,.471 

After consideration the Commission finds that: 
1. The proposed transactions would not be adverse 

te the public interest. 
2. Tho proposed security issuos are for proper 

purposes. 
3. The money, property or labor to be procured 

or paid for by the issues herein authorized 
is reasonably required for the purposes 
specified heroin, which purposes, except as 
otherwise authorized for accrued interest, 
are not, in wbole or in part, reasonably 
chargeable to operating expenses or to 
income. 

I 

On the basis of the foregOing findings we conclude 
that the application should be granted. A public hearing is 
not necessary. 
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In issuing our order herein, we place the surviving 
corporation and its shareholder on notice that we do not 
regard the number of shares outstanding, the total par value 
of the shares nor the dividends· paid as measuring the return 
the company should be allowed to earn on its investment in 
plant, and that the authorization herein granted is for th~ 
purpose of this proceeding only, and is not to be construed 
as a fineing of the value of the properties to be merged, nor 
as indicative of amounts to be included in proceedings for 
the determination of just and reasonable rates. For example, 
any additional co~t of money which may result from the merger 
would not neces~i1y be recognized for rate making purposes: 
in future proceedings before this Commissionw 

.QE:~~s. 
IT IS ORDERED that: 
1. New Cities Water Company, for.the purposes 

specified in the application, may issue to Consolidated 
Wa ter Com~ny not exceeding 1,000 shares of its no par 
value common stock for $15,000 cash. 

2. cal.ifornia cities Water Compnny and California 
Consolidated 1fiater Company, Inc. may merge into NeW' Cities. 
Water Company substantially in accordance with the terms· 
and prOvisions of the Agreement of Merger I a copy of which' 
is attached to the application. The merger may be made 
effective as of July l/~, 1972 for accounting purposes. 

3. FollOwing delivery and cancellation of all 
certificates representing shares of applicants' common 
sto~~ held by Consolidated h~terCornpany, including the 
stock authorized by Ordering Paragraph No. 1 hereof, New 
Cities Water Company under its new name of California cities 
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Water Company may issue to Consolidated wa:ter company a stock 
certificate or certificates representing not: exceeding 100~000 
shares of its $10 par value common stock. 

4. New Cities Water Compar.y under its new name of 
California Cities Water Company, for the purpose specified 
in tho foregoing opinion, may issue to Pacific Mutual Life 
Insurance Company not exceeding 7,000 shares of its $100: 

~ value preferred stoel~. 
5. New Cities Water Company under its new name of 

california Cities water Company may execute and deliver an 
Indenture in substantially the same form as Exhibit 4, attached 
to the application and, for the purposes specified in the 
£or~oing opinion, may issue not exceeding $4,,250,000 principal 
amount of its First Mortgage Bonds, 6.30%, Series'A, Due April 1, 

lS97. The accrued interest, if any, may be used for such pur
poses or for general corporato purposes. 

6. With respect to the stock authorized by Ordering 
Paragraph No. 1 hereof, New Cities Water Company shall file 
with the Commi~sion the report required by General Order' 
NO'. 2.;:'-B, which order, insofar as applicable, is hereby made 
a part of this order. 

7. New Cities Water Company under its new name of 
California Cities 'Water Company shall file with the CommiSSion 
statemen.ts, in lieu of reports under General order, NO'. 24-B, 

showing the purposes for which the stock and bond procoeds 
authorized by Oracring Paragraphs NOS. 3,4. and 5 hereof· were 
used. 

s. Within thirty days after consummating the merger 
herein a.uthorized, New.Citics Water Company under its new name, 
of california Cities Water Company shall notify the Commission, 
in writing, of that fact. 
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9. Not less than five aays before the date of 
aetua1 merger, New Cities Water Company under its new name 
of california Cities Water Company shall file with the 
Commission, by adviee letter, a notice of adoption of the 
tariff schodules then in effeet of the present california 
Cities Water Company ana california Consolidated water 
Company, Inc. The effeetive date of the notice of adoption 
shall be eoneurrent with the date of actual merger. 

10. Within sixty days after the effective date of 
the merger herein authorized and in accordance with the 
requirements of General Order No-. 96-A, New Cities Water 
Company under itz new name of California Cities Water Company, 
as part of its tariffs, shall refile the tariff ~psand 
rate schedules ~??lieable to the areas served by the present 
california Cities water Company and California Consolidated 
water Company, Inc., and the rules and standard forms of tne 
companies to be merged may be standarized to the extent that 
they do not result in increases in rates or more· restrietive 
conditions than those then in effect. 

ll. Within sih"ty days after the eonsurr.:natior. of 
the merg~r herein authorized, New Citics" Water Company under 
its new name of california Cities Water Company shall file 
with the Commission a copy of each journal entry used to 
record the merger on its books of account. 

12. On or before the end of the third month ;;.£'I:or 
the eonzummation of the merger herein authorized, New Cities 
Water company under its new name of California Cities Water 
Company shall cause to ~c filed with the Commission,. in such 
form as it may prescribe, a.ru:.ual reports covering the opera
tions of the present California Cities Water company ane 

. . 
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Californ~ Consolicatec Water Company, Inc. for the perioc 
commencing with the first day of· the current year, to and. 

including the effective d~tc of the merger. 

,. 

13. New Cities Water Company under its new name 
of california Cities Water Company shall maintain separate 
plant, depreciation reserve, eirect expense and tax records 
in such manner as to permit ready determination of the 
original cost of plant and the costs of providing water 
service as if no merger occurred. 

14. New Cities ~.yatcr Company under its new name 
of califc.rnia Cities WQter Company shall fulfill the public
utility obligations of the present California Cities "'Tater 

Company and California Consolidated Water Company~ Inc. 
IS. upon compliance with all. of the conditions of 

this order, the present California Cities 'V'7ater Company and 
California Con::olidated lI1'ate.r Company,. I~C. shall stand 
relieved of all further public utility obligations pertaining 
to the operations of the public utility water systems herein 
authorized to be merged. 

, " 

16·. This oreer shall become effective when New 
Cities Water Com~ny h~a paid the fees preoeribod bySoctions 
1904(b) and 1904.1 of tho Public ,Utilities Code. unless 
exercisee, any authority herein granted will expire on 
December 3l, 1972. 

Da.ted at Los AnS'cle~ , California, this 
tellI day of ____ ----a,1II..IoLM000I..-,..:. • ., 1972. 

PUBLIC UTIUTIES COMMISSiOU 
STA".L":E: OF CALrFOR...'lIA 

- s-
Commi:::·s ioners 


