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Decision No. 49065  APR 1S W
BEFORE TEE PUBLIC UTILITIES COMMISSION OF

Iz the Magter of tke Application-of
SA..\I JOSZ WATZEZR vDRKS a corporation,
and THE CAMPBELL HA.."m COMPANY, a
corporatiozn, for a hearing on the .
fairzness of the terms and conditions
of an agreement of merger betweez

San Jose Water Works anc‘. The Caxphell

Application No. 59390

hearing, for an order autkoriziag (1)
the issuwance by Saz Jose Water Works
of additional shares of its cozmon.

Tock in exchange for outstanding .
shares of comon st oclq of The Camboe
Watexr Co any, (2) the merger of The
Campbell Water Company into San Jose
Water Works, (3) commencement of
sexvice by San Jose Water Works in
the Territory now served by The
Campbell Water Company, and (L) the
issuance by San Jose: Water Works of.
an additvional amount of its First
Mortgage Bonds.

Water Comoany anéd, foll OW‘ =g Such } (Filed January 18, 1980)

McCutchen, Doyle, 3rowm & Enersen, by
A. Crawford Greene. and Way" and M.
3rill, Attorneys at Law, for
San uose Water Works, and
Orrick, Herrington, Rowley & Sutcliffe,
oy Robext T. Sullwold and Walter G. Olsoz,
:»tvo-neys at Law, zor The Cam'aoe.:..z.
Water Compaxny, anolzca“ts. .

. |

OPINION .
By joint application filed Jarumaxry 18, 1980, Sa::. Jose
Water Works (Saz Jose) and The Campbell Water Company\(Oampbe_l),
Tequest an oxrder from the Commission z rizing, p&éﬁi&t t,o
Sections 818, €22, and 852 of <he Px..ol:.c Ttilities Code, and
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‘after hearing: (1) the discontimuance of Campbell's obligation
to provide public uwtility water service upon conswmation of
the proposed merger with San Jose; (2) the merger of Campbell
into San Jose and the issuance to eac'* common sharerolder of

" Campbell 3.1 shares of commorn stock of San Jose for each share
of Campbell common sStock so held by such shareholler; (3) the
commencement of water sService by San J ose in the territory' zow
served by Campbell at the respective rates now charged by Campbell
ad In accordance with the applicable rules of San Jose and
(L) the issuance by San Jose of ar additiomal amounv of :Lts
First Mortgage Sonds. _

Notice of the application was publ:.’.shed in the‘ Cbmmission's
Daily Calendar of Jazuary 23, 1980; ard no iaquiries or protests
were received respecting the application. Further, meﬁ:‘bers of both
the Commission's Revexue Requirements Divisiorn and the Hydrau.l:.c
Branch reviewed the subject application and recommended itvs
ex parte approval. Zowever, applicants requested a public hearing
on the fairness of the merger in order that the issuance by
San Jose of its shares of common Stock in exchange for the
ou'cs‘cand_ng shares of Campbell may be exempt from the prov:x.sn.ons
of the Pederal Securities Act of 1933 in accordance with'

Section 3(a)(10) thereof. .

Notice of hearing was provided to applicants, interested
parties, and all of the tolders of <tke out ta;dingf shaifeS' of common
and preferred stock of Campbell. The hearing was held on March 20,
1980, and submitted that same day. -Mr. J. W Weinhardt, President
‘of San Jose, and Mr. Homer Hyde, President of” Cazpbell, apbeared
vestified, . a.nd snor.sored e:ch..b:.‘cs resvect..ng the nature, the ters ...s,
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and the mechamics of the proposed merger. No members of the
public and no skarenolders of either company other than the

two principal officers appeared. |

Terms of the Merger I

San Jose and Campbell kave introduced their proposed
Agreement of Merger (Sxhibit G) by whick the parties agree that
on the effectiﬁ-e date of the merge::: each outstanding shaxe of
Campbell common stock will be converted into 3.1 shares of
San Jose common stock and each ocutstanding share of C”émpbel_‘l. ”
preferred stock will be surrendered for cancellation upon
payment therefor of a price of $25 per share. 2 'f'es*c:.mony .
was presexted Indicating that the 3.1 exchange *a'c_os of San Jose.
common stock for Campbell common stock was peac hed in arz s—leng;ch
negotiations between represeatatives of the two compam.es ai"aer
careful consideration of relative book values, e&mgs, and
other relevant factors. : -

Upon the merger, San Jose will be subgec*o to all
ligbilities- and obligations of Campbell. ALl outstand:mg; |
Campbell mortgage aotes are held by Pacific Mututal Life Insurance
Compary (Pacific Mutual) and total $921,300. Saz Jose oronoses
to. issue $921,300 p:—':.nc:'.pél amouxnt of its First Mortgage
8.L5 percent Bonds, Series W, under its oxi iginal indenture to
Baxk of America National Trust and Savings Association » its
tWwenty-six supplemertal indentures, and its proposed. Twenty-~
Seventh Supplemental Incenture (xhibit E), which will. create
and prescribe the terms of the Series W Sonds. San Jose proposes
to exchange its Series W Boxds for the Campbell mortgage notes

reld by Pacific Mutual and has presented evidence of a commitment
( Exhibit J ) from Pacific Mutual abcrovi_g such an exchange on
tae basis that the principal amount of the Series W Bonds will

1/ Campbell kas curreztly outstanding 11,300 shares of common
stock and 2,000 shares of preferred stock.

_.3_




A. 59390' A3/

’

be 100 percent of the principal amount of.‘ the Campbell znorcgage _
notes now outstarnding and the :.nteres* rate of the Ser:.es W
Bonds will be 8..4L5 percent. ‘

Discussion

San Jose's service area completely surrounds that of
Campbell. San Jose has approximately 178,400 customers and
250 employees. Campbell has 5,300 customers and & employees.
 Applicants ascertaizned that the undep*ecv.ated book cost of the
Campbell properties to be merged into San Jose was $3,282, 666 as -
of November 30, 1979; the undepreciated bock value of San Jose's
plant as of November 30, 1979 was $137,461,396.

Upon the merger, it is anticipated that all Campbell
employees will be retained in the employ of San Jose. San Jose

has management depth and contizuing growth potential, while

' Campbell because of its location and the development of its
service area, has limited growth potential. Sam Jose expects
©o ackieve some economies as & result of the merger through
savings in Campbell's administrative expenses..

San Jose's sources of s::pply are f:-om the underground,
surface run~ofs, and purchases from the Santa Clara Valley Water ‘
istrict. Campbell's sources are from the underground and
purchases from the District. Physical integration of the WO
systems can bYe ackieved relatively easily and ine:tpensively-
Both systems are physicZally in good cordition and h.'.s'tdn".éally
have a record of providing good sexvice o ¢ meir customers-
Following the merger, San Jose will retain <tke Campbell *ates
iz effect for service furnished iz the former Campbell serv_r;.ce
area. At such time as San Jose files its next gene'-él rate
increase application with the Commission, it intezds to *equest
authority to make its rates applicable tkroughout its em::'.x:e
service area, including the former Campbell service area.




A.59390  ALI/3n

A‘E‘ter careful review of the record in the proceed:x.ng
axd based upon the "o*ego:.ng, <he Commission conclude‘s_ that the
merger between San Jose and Campbell is sound and reasonable
ecoromically and operatiozally and that it will be in the public
interest. Therefore, the Commission will grant all author:.zat...ons;r
sought by San Jose and Campbell in Aopl:.cat;o.. No. 59390- |
Findings of Fact L

1. The terms and conditions of the pronosed Plan and
Agreement of Reorganization between between San Jose and Campbell,
set forth in Exhibit G attacked %o the applicata.on, are fair.

2. The terms and conditions of the nroposed Agreemen‘t of
Merger between San Jose and Campbell, set ’orch :x... ..DCh..bl“G G

ttached to the application, are fad

3. Issuance by San Jose, uwpon the merger, of 3.1 shares :

its common stock in exchange for each of ll, 00 shares of
comzon stock of Campbell is fair. .

Le Paymen‘c by San: Jose of cash in l..eu of issuance of

fractional shares of its common stock pursuant ‘cp the terms of
‘che Agreement of Merger is fair. . ,

5. Payment by San Jose of $25 per share in cancellation
of 2,000 outstanding skhares of Campbell preferred stock is fair.
6. Tke proposed transactions will not be adverse to

he public interest.

7. The :*oposed Twenty-Seventh Supplemental Iz denture
of San Jose, Zxhidit E to the application, will rnot be' adverse
€0 the public interest.

8. The sinking fund and --ec’.emption vrovisions of vhe
proposed Twenty=-Seventh Su:aplemental Indenture are rea.so..able.
9. The proposed issuance by San Jose of its '5‘:.:-51:

. Mortgage 8.4L5 percent Bonds, Series W, will bé for proper
- purposes.
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10. There is no imown opposition and tkere is no reason
to delay granting the authority recuested.

11l. The money, property, or labor to be procu.z-ed or paid -
for by the issue of the common stock and vords hev-ein authori zed
is reason.ably recuired for the purposes snecif:.ed herein, wb:x.ch
DUTrPOsSes are not, in whole or in pare, reasonably chargeable to
operating expenses or to income.

Conclusion of Law :
The application should be granted o *che excent set
forth in the order which follows. '
The autborization hereirz granted is for the pu:-pose
of this proceeding only, and is 20t €0 be construed as :.nd:.cat:.ve
of amounts to be included :Ln pz-oceed.:.ngs for the determination.
of just a:*.d. reasonable rates. ‘

ORDER

IT IS ORDERED thrat: :

1. The Commission approves the terms and cornditions
of the Plan and Agreement of Reorganization and the Ag.fee:nen't:
of Merger between San Jose Water Works (San Jose) and The
Caxpbell Water Compazy (Campbell), ‘set_ fortk a';"E:c'nibit“ G to
the application, and Campbell may merge into San Jose in
accordance with the provisions of said Agreements. ‘

2. San Jose may issue to each commoxn sharekolder o*‘ ‘
Campbell 3.1 shares of common stock of Sam Jose for eack share
of common stock of Campoell so held by such sh.areholder and may
pay cash in lieu of issuaznce of fractional sha:-es, all in
accordance with the provisions.of said Agreement of Merge*

3. San Jose may pay the holéer of eac"' outstand:.ng share

of Campbell preferred stock $25 Per share upon. sun-ender of mch
shares or cancel_atn.on.
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L. San Jose may execute and deliver a Supplemental Mortgage
of Chattels and Trust Indenture (Twenty-Seventh Supplemental
. Indenture) in substantially the same form as umbit E attacked
to the applicatiorn. . _

5. San Jose, for the purposes specified in the appl:z.cat:.on,
nay issue $921.,300 primecipal amount of its F:.rs" Mortgage
g.45 percent Bonds, Series W.

6. San Jose shall file with the. Comm...ssion the report
required by Gereral Oxder No. 24-B, which order, ..nsofar as
applicable, is hereby made a part of this order.

7. Witkin thirty days after consummating the me-—-ger ‘herein
autkorized, San Jose skall notify the Com:z.sszon, in- wnting, of
tkat fact. : -

8. On tke date.0f actual merger, . San Jose skhall. f..le wz.‘ch
the Commission, by advice letter, a notice of- adoption of the‘
tariff schedules then in effect of Campbell. The effective date.
of the notice of adopticn shall be the date of actual merger- :

9. Within sixty days after the effective date of the merger
here:.n authorized and in accordance with %the -equ:x.reme:zts of
General Order No. 964, Sam Jose, as part of Its tariffs, shall
refile the tariff maps and rate schedules applicable to the
area served by Cawpbell, ard the rules and starndard forms of
the companies to be merged nay 'oe standardized to the extent
that they do 20t result in increases in rates or more restric-tive‘*
conditions than those then in effect.

10. San Jose skall £folfill the public: u'c:.l:.ty obligations

of Campbell and may :z.:rcegrate the ‘water systenm of Campoell
into that of San Jose.
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11. Upoz compliarnce with all the conditions of t'nis
order, Campbell shall stand relieved of all furtker public
wtility obligations pertalning to the operations of *:.he publ:.c
utility water Sysvex herein authorized to be merged.

12. This order shall become effective when Saz Jose
tas paid the fee prescribed by Section 1904(b) of the Public
tilities Code, whick fee is $1,8LL4. Unless exercised, any
authority herein granted will expire on July 31, 1980. . “

"Dated APR 1“ 1980 ' y at San :*a:a.c:.sco, Califoraia.
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