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Item 1. Changes in Control of Registrant.

(a) On April 16, 1997, the common and preferred shareholder of California 
Water Service Company (the "Company") approved an Agreement of Merger, dated
as of March 6, 1997 (the "Agreement"), among the Company, California Water
Service Group, and CWSG Merger Company.  The sole shareholder of California
Water Service Group and the sole shareholder of CWSG Merger Company had
previously approved the Agreement on March 6, 1997.

 Under the Agreement, which was filed with the Secretary of State of the State
of California on December 29, 1997, CWSG Merger Company, a wholly owned
subsidiary of California Water Service Group, was merged with and into the
Company at 11:59 p.m. on December 31, 1997.

 Under the Agreement, the Company became a wholly owned subsidiary of 
California Water Service Group and the Company's common and preferred
shareholders became holders of substantially all of the California Water
Service Group Common and Preferred Shares, respectively, as follows:

 (i) each issued and outstanding Company Common Share was exchanged for 
two California Water Service Group Common Shares; and

(ii) each issued and outstanding Company Preferred Share ("Series C") was 
exchanged for one share of California Water Service Group Preferred Share
("Series C"), with twice as many votes per share as the outstanding Company
Preferred Share ("Series C") had, thereby maintaining its relative voting
power.

(iii) the one hundred issued and outstanding Common Shares of CWSG 
Merger Company, which were held by California Water Service Group, were
exchanged for one hundred California Water Service Company Common Shares;

 (iv) the one hundred issued and outstanding Preferred Shares of CWSG 
Merger Company, which were held by California Water Service Group, were
exchanged for one hundred California Water Service Company Preferred Shares;

 At the opening of business on the first business day following the merger of
the Company and CWSG Merger Company, the Common Shares of California Water
Service Group were listed on the New York Stock Exchange.

(b) Not applicable.

Item 7. Financial Statements and Exhibits.

(a) Not applicable.

(b) Not applicable.

(c) See Exhibit Index beginning on page 4 herein, which is incorporated 



    herein by reference.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

                        CALIFORNIA WATER SERVICE COMPANY

Date: January 2, 1998   By /s/ Peter C. Nelson
                        Peter C. Nelson, President and Chief Executive Officer
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AGREEMENT OF MERGER

THIS AGREEMENT OF MERGER (this "Agreement") is made as of March 6, 1997, by 
and among CALIFORNIA WATER SERVICE COMPANY, a California corporation (the 
"Company"), CWSG MERGER COMPANY, a California corporation ("Merger Co."), and
CALIFORNIA WATER SERVICE GROUP, a California corporation ("Holding Co."), with
reference to the following facts:

A. The Company has authorized capital consisting of (i) 8,000,000 shares of 
Common Stock, with no par value ("Company Common Stock"), of which 6,309,570
shares are issued and outstanding; (ii) 380,000 shares of Preferred Stock,
with par value of $25.00 per share ("Company Preferred Stock"), of which
139,000 shares of "Series C" are issued and outstanding.

B. Merger Co. has authorized capital consisting of 1,000 shares of Common
Stock ("Merger Co. Common Stock") and 1,000 shares of Preferred Stock
("Merger Co. Preferred Stock"), of which 100 shares and 100 shares,
respectively, are issued and outstanding and owned beneficially and of record
by Holding Co.

C. Holding Co. has authorized capital consisting of 25,000,000 shares of
Common Stock ("Holding Co. Common Stock"), of which 100 shares are issued and
outstanding and owned beneficially and of record by the Company, and 380,000
shares of Preferred Stock ("Holding Co. Preferred Stock"), of which no shares
are issued and outstanding and owned beneficially and of record by the Company.

D. The Boards of Directors of the respective parties hereto deem it advisable
to merge Merger Co. with and into the Company in accordance with the California
General Corporation Law ("California GCL") and this Agreement for the purpose
of establishing Holding Co. as the parent corporation for the Company in a
transaction intended to qualify for tax-free treatment.

NOW, THEREFORE, in consideration of the premises and agreements contained 
herein, the parties agree that (i) Merger Co. shall be merged with and into
the Company, (ii) the Company shall be the corporation surviving such merger,
and (iii) the terms and conditions of such merger, the mode of carrying it
into effect, and the manner of converting and exchanging shares of capital
stock shall be as follows:

ARTICLE 1
THE MERGER

1.1 The Merger. At the Effective Time as defined in Section 1.2 below, Merger
Co. shall be merged with and into the Company (such merger shall be referred to
hereinafter as the "Merger"), which shall continue its corporate existence as
the surviving corporation (the Company and Merger Co. being sometimes referred
to herein as the "Constituent Corporations" and the Company, as the surviving
corporation, being sometimes referred to herein as the "Surviving Corporation").
The Merger shall have the effects set forth in Section 1107 of the California
GCL and such other effects, if any, as are prescribed by law.

1.2 Effective Time. The Merger shall become effective at 11:59 p.m. on
December 31, 1997, (the "Effective Time").  Following the satisfaction or
waiver of all conditions set forth herein and subject to the rights of
termination set forth herein, a copy of this Agreement, together with the
requisite officers' certificates, shall be delivered as soon as practicable by
the Company to the office of the Secretary of State of California for filing,
as provided in Section 1103 of the California GCL.

1.3 Appropriate Actions. Prior to and after the Effective Time, Holding Co.,
the Company and Merger Co., respectively, shall take all such actions as may
be necessary or appropriate in order to effectuate the Merger.  In case at
any time after the Effective Time any further action is necessary or desirable
to carry out the purposes of this Agreement and to vest the Surviving
Corporation with full title to all properties, assets, privileges, rights,
immunities and franchises of either of the Constituent Corporations, the
officers and directors of each of the Constituent Corporations as of the
Effective Time shall take all such further action.

ARTICLE 2
TERMS OF CONVERSION AND EXCHANGE OF SHARES

At the Effective Time:

2.1 Company Common Stock. Each share of Company Common Stock issued and 
outstanding immediately prior to the Merger shall be automatically changed and
converted into two shares of Holding Co. Common Stock, which shall thereupon be
issued and fully-paid and non-assessable.

2.2 Company Preferred Stock. Each share of the Company Preferred Stock
("Series C") issued and outstanding immediately prior to the Merger shall be
automatically changed and converted into one share of Holding Co. Preferred
Stock ("Series C") which shall thereupon be issued and fully-paid and



non-assessable.

2.3 Merger Co. Shares. The shares of Merger Co. Common Stock and Merger Co.
Preferred Stock issued and outstanding immediately prior to the Merger shall
be automatically changed and converted, respectively, into all of the issued
and outstanding shares of Common Stock and Preferred Stock ("Series C") of
the Surviving Corporation, which shall thereupon be issued and fully-paid
and non-assessable, with the effect that the number of issued and outstanding
shares of Common Stock and Preferred Stock of the Surviving Corporation shall
be the same as the number of issued and outstanding shares of Company Common
Stock and Company Preferred Stock ("Series C"), respectively, immediately
prior to the Effective Time.

2.4 Holding Co. Shares. Each share of Holding Co. Common Stock issued and 
outstanding immediately prior to the Merger shall be canceled.

ARTICLE 3
ARTICLES OF INCORPORATION AND BYLAWS

3.1 The Company's Restated Articles. From and after the Effective Time, and
until thereafter amended as provided by law, the Restated Articles of
Incorporation of the Company as in effect immediately prior to the Merger
shall be and continue to be the Restated Articles of Incorporation of the
Surviving Corporation.

3.2 The Company's Bylaws. From and after the Effective Time, and until
thereafter amended as provided by law, the Bylaws of the Company as in effect
immediately prior to the Merger shall be and continue to be the Bylaws of the
Surviving Corporation.

ARTICLE 4
DIRECTORS AND OFFICERS

The persons who are directors and officers of the Company immediately prior to
the Merger shall continue as directors and officers, respectively, of the
Surviving Corporation and shall continue to hold office as provided in the
Bylaws of the Surviving Corporation.  If, at or following the Effective Time,
a vacancy shall exist in the Board of Directors or in the position of any
officer of the Surviving Corporation, such vacancy may be filled in the manner
provided in the Bylaws of the Surviving Corporation.

ARTICLE 5
STOCK CERTIFICATES

5.1 Pre-Merger Company Common Stock Certificates and Company Preferred Stock
Certificates. Following the Effective Time, each holder of an outstanding
certificate or certificates theretofore representing shares of Company Common
Stock or Company Preferred Stock, as the case may be, may, but shall not be
required to, surrender the same to Holding Co. for cancellation or transfer,
and thereupon each such holder or transferee will be entitled to receive a
certificate or certificates representing the same number of shares of Holding
Co. Common Stock or Holding Co. Preferred Stock, as the case may be, as the
shares of Company Common Stock or Company Preferred Stock previously
represented by the stock certificate(s) so surrendered.

5.2 Outstanding Certificates. Until surrendered or presented for transfer in
accordance with Section 5.1 above, each outstanding stock certificate which,
prior to the Effective Time, represented Company Common Stock or Company
Preferred Stock, as the case may be, shall be deemed and treated for all
corporate purposes to represent the ownership of the same number of shares of
Holding Co. Common Stock or Holding Co. Preferred Stock, as the case may be,
as though such surrender or transfer and exchange had taken place.

5.3 Company Stock Transfer Books. The stock transfer books for Company 
Common Stock and Company Preferred Stock shall be deemed to be closed at the
Effective Time such that no transfer of shares of Company Common Stock and
Company Preferred Stock outstanding prior to the Effective Time shall
thereafter be made on such books.

5.4 Post-Merger Rights of Holders. Following the Effective Time, the holders
of certificates representing Company Common Stock and Company Preferred Stock
outstanding immediately prior to the Effective Time shall cease to have any
rights with respect to stock of the Surviving Corporation and their sole rights
shall be with respect to the Holding Co. Common Stock or Holding Co. Preferred
Stock, respectively, into which their shares of Company Common Stock or Company
Preferred Stock shall have been converted in connection with the Merger.

5.5 Holding Co. Shares Issued in connection with the Merger. On or prior to
the Effective Time, Holding Co. shall deliver to First National Bank of Boston
as transfer agent (the "Transfer Agent") two or more certificates representing
a number of shares of Holding Co. Common Stock equal to the difference between
the number of shares of Holding Co. Common Stock outstanding pursuant to
Section 2.1 of this Agreement and the number of shares of Company Common
Stock outstanding immediately prior to the Effective Time.  Promptly after
the Effective Time, the Transfer Agent shall deliver to each record holder,



as of the Effective Time, of Holding Co. Common Stock, a certificate or
certificates representing the number of additional shares of Holding Co.
Common Stock, to which such record holder is entitled to pursuant to Section
2.1 of this Agreement.  Such new certificates shall bear such restrictive
legends, if any, as are required to assure compliance with all applicable
securities laws and the transfer of the shares represented thereby shall be
restricted accordingly.

ARTICLE 6
CONDITIONS OF THE MERGER

Completion of the Merger is subject to the satisfaction of the following
conditions:

6.1 Shareholder Approval. The principal terms of this Agreement shall have
been approved by the affirmative vote by the holders of a majority of the
shares of the Company Common Stock and the affirmative vote by the holders of
a majority of the shares of Company Preferred Stock.

6.2 Holding Co. Common Stock Listed. The Holding Co. Common Stock to be 
issued and to be reserved for issuance pursuant to the Merger shall have been
approved for listing, upon official notice of issuance, by the New York Stock
Exchange.

6.3 CPUC Approval. The California Public Utilities Commission shall have 
approved the formation of a holding company structure for the Company pursuant
to an agreement of merger in a form substantially similar to the Agreement.

ARTICLE 7
AMENDMENT AND TERMINATION

7.1 Amendment. Subject to applicable law, the parties to this Agreement, by
mutual consent of their respective boards of directors, may amend, modify or
supplement this Agreement in such manner as may be agreed upon by them in
writing at any time before or after approval of this Agreement by the
pre-Merger shareholders of the Company (as provided in Section 6.1 above).

7.2 Termination. This Agreement may be terminated and the Merger and other 
transactions provided for by this Agreement may be abandoned at any time,
whether before or after approval of this Agreement by the pre-Merger
shareholders of the Company, by action of the board of directors of the
Company if such board of directors determines for any reason that the
completion of the transactions provided for herein would for any reason be
inadvisable or not in the best interests of the Company or its shareholders.

ARTICLE 8
MISCELLANEOUS

8.1 Approval of Holding Co. Shares. By its execution and delivery of this 
Agreement, the Company, as the sole pre-Merger shareholder of Holding Co.,
consents to, approves and adopts this Agreement and approves the Merger,
subject to approval of this Agreement by the pre-Merger shareholders of the
Company (as provided in Section 6.1 above).

8.2 Approval of Merger Co. Shares. By its execution and delivery of this 
Agreement, Holding Co., as the sole pre-Merger shareholder of Merger Co.,
consents to, approves and adopts this Agreement and approves the Merger,
subject to approval of this Agreement by the pre-Merger shareholders of the
Company (as provided in Section 6.1 above).

IN WITNESS WHEREOF, the Company, Holding Co. and Merger Co., pursuant to 
approval and authorization duly given by resolutions adopted by their
respective boards of directors, have each caused this Agreement to be
executed by its chairman of the board or its president or one of its vice
presidents and by its secretary or one of its assistant secretaries.

CALIFORNIA WATER SERVICE COMPANY,
a California corporation

By: /s/  Peter C. Nelson
Its: President and Chief Executive Officer

By: /s/ Paul E. Ekstrom
Its: Corporate Secretary

CWSG MERGER COMPANY,
a California corporation

By: /s/  Peter C. Nelson                
Its: President and Chief Executive Officer

By: /s/ Paul E. Ekstrom



Its: Corporate Secretary

CALIFORNIA WATER SERVICE GROUP,
a California corporation

By: /s/  Peter C. Nelson                    
Its: President and Chief Executive Officer

By: /s/ Paul E. Ekstrom                    
Its: Corporate Secretary
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1720 North First Street
San Jose, CA 95112-4598
December 17, 1997
97 GO 10

Contact:  Gerry Feeney (408) 367-8216
For Immediate Release

CAL WATER FINALIZES HOLDING COMPANY FORMATION

San Jose, CA - After receiving final regulatory approval from the California
Public Utilities Commission, directors of California Water Service Company
today gave their final approval to adopt the holding company structure which
was approved by shareholders at their annual meeting in April.  The new holding
company, which is expected to be activated at the close of business on
December 31, 1997, will be known as California Water Service Group.

"In conjunction with the holding company formation, California Water Service 
Company common stock shareholders of record on December 31, 1997, will 
automatically become common stock shareholders of the new holding company on a
two-for-one basis, effectively splitting the common stock," said Robert W. Foy,
Chairman of the Board.  "The New York Stock Exchange trading symbol for
California Water Service Group common stock will be "CWT", the same symbol
under which California Water Service Company is traded," Foy said.

After December 31, 1997, when the holding company structure becomes 
effective, existing common stock certificates of California Water Service
Company will represent the same number of California Water Service Group
common stock shares.  To complete the effective stock split, on
January 23, 1998, new California Water Service Group common stock certificates
equal to the number of shares held by shareholders on December 31, 1997, will
be mailed to common stock owners.

Preferred shareholders of California Water Service Company will become 
preferred shareholders of the new holding company on a one-for-one basis,
however, their voting rights will be doubled to retain their relative voting
power. 

As previously announced, a new Dividend Reinvestment and Stock Purchase 
Plan will be introduced by California Water Service Group.  Shareholders
enrolled in the existing California Water Service Company Dividend Reinvestment
Plan will automatically be enrolled in the new California Water Service Group
Dividend Reinvestment and Stock Purchase Plan when it becomes effective.  The
existing plan will be terminated when the new plan is activated, which is
expected to occur in late February 1998, after payment of the first quarter
dividend.  Until then, the existing plan will be continued on the same terms
and conditions, except that it will apply to California Water Service Group
common stock after December 31, 1997.  Details of the new plan will be mailed
with the first quarter 1998 dividend.

"Formation of the holding company is not anticipated to affect the utility 
operations or work force of California Water Service Company.  The utility
company will continue to be known to customers and employees as Cal Water and
will be dedicated to providing the same excellent customer service as it has
in the past," Foy said.

"As we approach the new century, we believe the holding company will provide 
the flexibility necessary to operate effectively with continued growth in a
more competitive and changing water utility industry," Foy said.

Cal Water, the largest investor-owned water utility in California and the third
largest in the country, has provided high-quality domestic water service since
1926.  Cal Water's 21 operating districts serve approximately 1.5 million
people in 57 California communities. Additional information can be found at
our Web site at http://www.calwater.com.


