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Decision No. , '" 1\ ~ ~Uj:'"1J jf:,'" .fmr7@ttF? 
, ...... I.J U I tUi ',' /q. ih tj .. n.::~ I.L II V..:.r.: 01. . 

BEFORE TEE: ?U3LIC UTILITIES COMMISSION OF THE STATZ of' I,,-.~ORN!A 

!::. the Matter or the Ap?licatioI:. -.0£ 
SA:.~ JOSE WA'!'ER '"I'x)RKS? a corporation? 
and. nr.s CAMPBET....L WLPT"ER COMP'A.:.'rr, a 
corporation, ror a lie~-:c.g on the 
ra.i:-:.ess or the te:-::s a::.d. co::.d..itio:l.S 
of a::. ~eeceD.t 0'£ ~e=ger between 

l 
San Jose Water Wo:-ks and. The' Campbell 
Water CO:r:lpany and., follo....r...::.g sC.ch 
hea.-'-:c.g, for an ord.er authorir-:o.g (1) 
the issua:lce by Sa:. Jose Water Works 

Application No. 59390 
(Filed January lS, 19S0) 

o! adc.:::ioD.aJ. shares of its co:::mon. 
s't;ock in excha:.ge for o'tltsta:ldi:l.g . 
sbares of co:mOD. stoc~ of The Cacpoell l 
Water Cocpa:.y, (2) the cerger 0'£ The 
Campbell Water Company ~to Sa:c. Jose 
Water Works" (:3 ) co:cmencement· o£ I 
se::-vice by Sa::. Jose Water Works in 
the Terri't;ory now serred. by The 
Campbell Water Company, and.' (4) the' 
issuance by San Jose' Water Works of . 
an addi'tio:l.a1. amount o£ its First l 
Mortgage Bonds. 

McCutchen, Doyle" B:-owc & E:::.erse:o., by 
A. Cra~ord G:-ee:le. and. Wayland. M. 
Brili, Attor!l.eys a-c Law, for 
San Jose Water Works, a::.d. 
O . k '::. ,:>., ~- S ' .¢ ~.:-rr:.c , ... er::-:.::.gton, .... ow.ey IN utc ... ..-.I. e,. 
oy Robe:"t T. Sul! .. ..rold and Wal t.er G. 01s.o:1.,. 
Attor:l.eys a-c Law, :<0:- The Campbell 
Water CompaJ:.Y, applicants. 

O?IN::i:ON 
-~"""_-'_4IIIIIP 

By joi::.t applica.tion filed Janua..-y lS, 19S0~ Sa:J. Jose 
Wate~ Works (San Jose) and The Campbell Water Co:npany (Campbell) ~ 

request an o~er ~~m the Commissio: auiho~z~ng~'PU-~3ntto 
Sectio:ls SlS~ $22, and. 852 or the?.::.blic Utilities Codeyand . 
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a1"ter hearing: (1) the discon'ti:lu3nce of Campbell's obligation 

to provicie public utility W'3.te:: service upon consummation o£ 

the proposed merger With San Jose; (2) the merger of Campbell 
, " 

into San Jose and the issuance to eac~ common shareholder or 
Campbell 3.1 shares 0'£ co:t::mlon s+-...ock of San. Jose for' each share 
or Camp~ll common stock so held by such shareholder;. C,3-} the 

commencetlent o£ water service by San Jbse in 'the terrl:toI-y now 

served by Car:rpbell at the respective rat.es :lOW charged by Campbell 

and i:l accordance wi tll the applicable rules o:r" S~ Jose;- and 
(4) 'the iSsua:lce by S3!l. Jose of an additional amount or its 

Fi.rst ¥.o~gage 3onds. 

Notice of the application was published in the Commission's 
Daily Calendar o! Janua.-y 237' 19$0; and no i:l.quiries: or protests, 
'Were received respeeti!lg the application. F'urther~ members o! both 
the Commission's Reve:ue Re~ements Di~sion and the Bydraulic 
Br3!l.Ch reviewed the ~bjeet application and recommended its 
ex parte approval.. However, applic3llts requested a public heari.:lg 
on the r~ess of the ~erger ~ order that the issuance by 
San Jose o£ its sb.a.""'es o£ common stock in excli.a:lge for the. 
outstanding shares of' Campbell may be exempt ,£rom the prov:i.sions 

or the Federal Securities Act of 19:33 in accordance 'With' 
Section 3(a)(10) the~o£.. 

Notice of heari:lg was pr.orided to applicants:7' i:l.terested 
, ," 

?art~es~ and all o£ the holders o~ th~ oatstand~ngsharesof' common 
and pre!erred'sto~~ o! C~bell. ~e he~-i:g .d.aS held on~h 20, 
19807' and submitted' that same day ... Mr .. J~ w.· 'We~=,'I-Ia..-..c.t~·· Preside:l.t 

'of San Jose~ ana 1-'.r. Bome:-- Eyde~. President of: Campb~ll" 'ap~are<i~ 

'testl£ied~ and spor!SOre<l exhibits respe~iilg'the :lature,. -the ·ter:nS't· 
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" " • a:c.d the mechanics o! tlle p:-oposed merger. No members of" the 

puol:'e and no sharehole.e:-s o~ ei th,e:- company other than the 
two p~cipal officers appeared. 

• 

Ter.ns of the Merger 

San. Jose and Campbell have i:ltroducec.their?roposed 
Ag:-eement of Merger (Exhibit G) by which. the parties agree that 

, ' 

OD. the e!!eetive date 'of the ::lerger each outsta::.dingsha....-e· o!' 
Campbell common stock Will be converted int.'o 3.1 shares of 
San Jose common stock and each outstanding share or- Campbell 
~re!er.red stock will be surrendered for cancellation u~n 
~ayment there!'or of" a price o£ $25 pe:::- share .. Y Testi:l~ny 
'WaS presentee. bd.l.cat1:lg that the 3.1 exchange ratios: ot: Sa:l. Jose. 
common stock for Campbell common stock was reached in. ar.ll"s-length 
!l.egotiations between representatives or- the two companies a:f."ter 

. " ". . 

careful consideration of relative book values, e3--:rl.ngs~and 

other relevant f"actors. 
UPon the merger, San; Jose 'Will 'be subject to all· 

liabilities" and obligations of CampbeU. All ,outstanding 
Camp~ll mortgage n?tes are held by Paei!ic Mutt:.t~ Life Insurance 
C¢mpany CPae;ric Mutual) ~ci total $921,.·300.. San Jose proposes 
to. issue $921,.300 p::'i:lcipal amou:o.t of its' Fi...-stMortgage 
$.45 percent Bonds,. Series W,. under i.ts orlgi:lal i:ldentureto 
Ba:l.k or America National Tro.st and Savings Association ,. its 
~~enty-six supplemental indentures, and· its proposed Twenty­
S~venth SU?ple:ne:ltal ~c.e!lt~ (z.x"l-:ibi-e. E),. ... ..rb.icb. ".dll. create 
and prescribe the- ter.:lS ot the Series 'W Bone.s. San Jos~ proposes 
~o excb.ange its Series "W Bonds !or t.he Campbell mortgage ::lote.s 

held by Paei£'ic Mutual a:d has pre.se:o:ted evidence or a cocm.tment 
(Exhibit J) from Paci!'ie Mutual approvi:lg sucll a:. exchange on 
the basis' that the pr""...r.c1pal amo'C.l'lt. ot the Se:-i.es W Bonds w.ill . 

11 Campbell has ct::":"e::..tly outstand.i:l.g 1l,.·300 shares of' coxcmon 
s~ck and 2,.000 shares of pref"erree stock. . 
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be 100 percent of the principal amount of the Campbell mortgage 
notes now outstanding a::.d. the interest rateo£ 'tile, Series W 

Bonds Will be e.45 percent. 
Discussion 

San Jose· s service area completely· S'tl.r:"OU::d.sthat of' 

Campbell.. San Jose has app~nmately 17$y.400customers and. . 

.'.: 

250 employees. C~pbell has ;,300 ~~tomers and S employees. 
Applicants. ascertai::.ed -ehat the undepreciated book cost o£ the 
Campbell prope'rt1es to be merged into San Jose was $3,2S2,.666 as 
of Novem.~r 30,. 1979; the undepreciated. book value of San. Josef's 
plant as o£" November 30, 1979 was $137,.461,396. 

Upon the merger, it is anticipated. that all Campbell 

ecployees will be retai:ed in the employ ot San Jose. San Jose 
has management depth and continui:lg growth potential,. while 
Campbell because of its location and the development 0'£ its 
service area, has l:il::d.:eeci growth poten-eial.. San Jose expects 
to achieve some economies as a result of the merger through. 
sa~-D.gs in Campbell's admi::.istrative expenses:'. 

San Jose" s sources of supply are from the underground,. 

sur.f'acerll:l-oi"!",.a:ld purchases from the Santa Clara Valley Wat.er 
District. Campbell's SO'tl.rceS are from the underground and 

\ 

purchases from the District.. Physical. int.egrat.iono'£,' the two 
systems can be achieved. relatively easily and inexpensively ... 

, . 
Both systems are· physictally in good condition alld hiS'tor:i..cal.l.y sS 

have a record or provid.i.:lg good. se~ee to their customers .. 
Follow---::.g the merger,. San Jose ....r-ll reta.i:l 'Che Campbell rates 
in ef!eet !or servi.ce i'ur"'-ished 1::;' the £ooer Campbell seryice 
area. At such -ei::le as San Jose files its :exe gene:-aJ. :-ate 

inc:-ease application With the Commission~ it iute:ds to· =equest 

autb.ori~y to :nake its rates applicable tbroug!lout its entire 

service area, incluc.i:g the former Campbell serrl.ce area. 
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After careful review o£ the record in the pr'CX?eeding 
an~ base~ upon the £oregoing, the Commission concludes. that the 
merger between San Jose 8nc' Campbell is sound and reasonable:' 
econotlically and operationally and that it will be i:lthe public 
i:l.terest. There!'ore, the Commission """-;...11 grallt all authorizations 
sought by sci:o. Jose and Campbell in Application No. 59390~' 
Findings of Fact 

1.. The 't;er.:ns and. conditions o:t the proposed Plan and 
Agreement of' Reorganization between betwee:. San Jose and Campbell,. . . 
set !orth in. Exhibit. G attached to the application,. are fair. 

2. Th~ terms and condi:tioIlS of' the P%"OposedAgreement of 
Merger oet"lleen San Jose and Campbell, set £orth u Ex.b.i"bi't G 
attache~ to the application, are :ta:t.r.· 

3· Issuance by San Jose, upon the merger, oi 3.1 sb.ues '. . 

of its common stock in exc~e ior e.aell Of 1l,300 shares o:t 
common stock oi Cam:?bell ~s :tair. 

4- Payment by Sa:c. Jose of cash 'u lieu or issuance of 
. , 

!ractional shares of its common stock pttrsttant tp' the' terms of 
the Agreement o:t Me:-ger is fair. 

5. Payment by San Jose of $25 per share in cancellation 
of 2,.000 outstanding. shares of Campbell pref'erNd' stock 'los £air. 

6. The proposed transactions "Will not be adverse to 
the public inte::-est .. 

7.. TIle proposee. Twenty-Seventh Su.ppl~entaJ. Indenture 
or San Jose,. Exhibit E to the application, will not be ,adverse 
'to the public interest. 

S. .The si:l1d.:o.g !u:l.d, and· :-edemption proviSions or the 

proposed ~..renty-Seve:::.th Supplemental !:lden't'U..-e are reas¢nable. 
9. T"n-e proposed issu.aJ::.ce by Sa:l Jose or its First' 

: Mortgage $.45 percent Bonds~ Series W" w-i...ll be '£or :?rop:er 
Pu.r:?oses., 
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10. ~ere is no lClo".'Jll opposi ~ion and there is no reason 
to delay gran~l.:l.g the authori"';,y re~ested. 

.* 

li. The ·money, property, or labor to 'be procured or paid· 
!or 'by the issue of th.e common stock and bonds h.erein .authorized 
is reasonably ::-eqtl:i.red !'or the pu...'"":poses specified herein, w:td.ch 
purposes a..."'"e not, i:l whole or in part, reasonably. cllarg.eable:to­
operating expenses or to income. 
Conclusion o~ Law 

The application should be granted to the extent set 
forth in the order wbich 1"ollows. 

The anthorization herein granted is 1"or the purpose 
of this proceeding oDJ.y, and is not to be cox:.strc.eci as incU.cati ve 

of amounts to be included i:l proceedings for the determination. 
of just a:c.ci reaso:l3.ble rates.· 

o RD E~R -- .... _-
IT IS ORDERED that: 

1. The Commission approves the te~ and conditions 
of the Plan and. Agree:ent of Reorganization and the Agree:c.ent 
of Merger 'be'tWee::l Sa:l. Jose Water 'Works (San Jose) and The 
Campbell Water Company (Campbell)~ set forth at· ExbibitG _ to 
the application, a:ld CaI:rpbell may merge into San JOSe in '. 
accordance W'ith the provisions of said Agree:ne::lts .. 

2. San Jose :.ay issue to· each COx:rr:lO:l sha· .... ·eholder of 
Campbell" 3-1 sh.a."'"eS of common stock of. San Jose for each share 
of coi:mlon stoc-" of Campbell so held by such s:o.a....-eholder and . may 
pay cash in lieu of' issuance of!raC'tio~ shares, all. in 

accordance W1th the pro~sions~ of said Agreemerit of MeI-ger. 
-3.. San Jose may pay the holder 0'£ each outSta:o.d.i:lg share 

of Campbell preferred stock $25 per share upon: surrender of such· 
sba.~s £or c~cellation • 

c" 



_"'. 1." .. 

,'," • A .. 59390 KLJ/jn 

• 

• 

4. San Jose ~ execute and deliver a Supplement.aJ. Mortgage' 

of Chattels and 'Iru.st I:lde:ltu:oe ('!"~enty-Seventh SU'P?l~e:lt.aJ. 
. bdenture) in substantially t!le same :rorm as Exb:ibit Rattac::'ed 
to the application. " 

5. San Jose~ 'tor the pu..-poses specif'ied., i:1 the applieatioJl~ 
mar issue $921,300 pri:leipu amount of its :First Mortgage' 
$.4.5 percent Bo:lcis,. Series 'W. 

<# 

6. San Jose sb.alJ.!i1e With the' C¢mmissio:1 the .report 
requ:i.red by General Order No. 24-B~wbich order~ i:lso!a.r as 
applicable~ is hereby made a part of' tms ord~ .. 

7. Witl::in thirty. days a£ter con.surmnati:lg the merger herei:l 
authorized, San Jose sl:all, notify the Con:n::n.ssion, i:l 'WX"i:ting~. of' 
that f'aet • 

S.. On the c.ate .. :of actual tlerger, ,San Jose shaD. file w:i:th 

the Commission, by advice letter~ a notice of ,ad.op~on of" the 

ta.-i:f'f' schedules then'i:l ef'.fect of' Campbell. The ef'f'ective date 
of' the notice o£ adoptio:J. shall be the date 01: actuaJ..merger. 

9. Within sixty, days ~ter the effective date of'the merger 
herein authorized a:J.d in accordance 'With the requirements,' of' 
General Order No. 96-A, San Jose, as part of' its tarif'fs,. 'shall 

reiile the tar..!!' :laps and rate schedules applicable to· the 

area served 'by Can:pbell,. a:c.d t:e rt!les and standa..'""'d forms of' 
the compa::J.ies 'eo be m.erged :8'1 be standard.ized to the extent 
that they do· :lot res-..llt in i::.creases in ra.tes or more restrictive 
conditio=s tb.an those then ~ e!f'eet. 

10. San Jose shall !uUill the puo1ie util.5.ty obligations 
0'£ Campbell and may utegrate the • ..... ater system of'. C<mpbell .. 
i:l.to tllat of' San Jose • 
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11. U'po: compliance Wi tho alJ. .the conditions o~ thi.s 

order, Camp~ll shaJ.l:. stand relieved 01" a:u .further ?Ub1ic 
utUity obligations ?~rta:i,n~:;g to the opera-eions 0'£ the public 
utility wa~r syst~herein aathorized to bem~rged. 

12. This order shall become ef':f'ecti ve when San Jose 
has paid the !ee prese=ibed by Section 1904("0) of' the Public 
Utilities Code~ whicl:. fee is $1,$'4,.4.. UDless exercise~ any 

anthon,:y herein granted ......ul ex;;>ire on July 31,. 1980 •. 
. Dated APR 15 19aQ , at· San Francisco, Cali£'ornia.·· 

i 


