
Decision No. 

BEFORE THE RAILROAD COM].{!SSION OF THE STATE 

In the W~tter of ~h0 Application of 
ARENAL WATER COMPANY 

for permission to issue stocks and 
borrow money. 1 Application No. 22594 

Georee R. E~rlan~ for applicant. 

o PIN ION 

This i~~ ~-tn application for: an order of the Ra.ilroad Comm:Lssion 

authorizing Arcnal Water Company, a corporation". to issue common s'co¢k 

~..nd to execute notes, secured by a deed of trust, in. the ageregate 

amo~~t of $5,500.00 for the purpose of financing th~ cost or acquiring 

water properties for service az a public utility in Stinson Beac~. 

Aren~l Water Company is a corporation oreanized under· the 

laws of the State of Calii"ornic. on or a'bout February 3, 1939 with an 

authorized capital stock of $10,000.00, divided into 1,000 shares of 

the par value of $10.00 each, all common. It appears that it v~s 

organized expressly for the purpose of taking over the water operations 

now conducted in the vicinity of Stinson Beach by A. H. Upton, of im­

provine the system th:'ough the development of a new source of sup:ply 

azl0. o~ there&fter operating as a public utility water corporation in 

the are:a. now sel~ved by s3id A. H ... Upton. 

Tl':c tr~sfer to applicant of the distribution systeIt. now 

beloneing to A. E. Upton is authorized in the decision in Application 

No. 2262$. The decision herein, accordingly, will be l1mited to 

tfle purche.sc of the nC','i SOl).I'ce of supply by applicant ~d to the 

stock and note issues it proposes to n~ke to finance its costs. 
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The recorQ shows that applicant proposes to purchase a three 

~c~e tract of land at an elevation of approximately one hundred !eet, 

to develop a spring loccted thereon, to ~rect a 30,000 gallon redwood 

t~r..k ane.. to i.."lsta.ll a pipe sy~tcm ~onsistin3 generally of some 1500 

feet of four inch steel pipe and 500 feet of two inch pipe to connect 

with the present distribution system to be acquired from A. H. Upton. 

It ~ppears tr-.at the estima.ted cost of ~.cquiring the land, of developing 

~C fencing the spring ~d of purchasing ~~d installing the pipe system, 

together -;vith the organization expenses, is approxim:\tely $5,;00.00, 

~ccording to the testimony offered during the hearing in this matter. 

It is applicant's desire to finance its re~uirements through 

the issue and sale of $5,500.00 par value of its stock and it reports 

that at this time it has received subscriptions for $),100.00 of the 

total 9ro~osed issue. In the event it is unable to sell the entire 

~mount of stock it plans, an& seeks permission, to issue notes~ secured 

by a deed of trust, in a.n amount to provid.e the difference 'between the 

stode subscriptions and the tota.l necessary to acquire and to :place 

the water system in operation. 

At the outset applic~~t is confronted with the necessity of 

prov1cL~e a new source of supply and it reports, in this connection, 

t~t it has obtained from Eve st~~son Fitzhenry, Lillian B. Hens111 

and Maud E. stinson an option to purchase for $1,500.00 the three acres 

of land located near stinson Beach, upon which is located a fresh 

water sp:-ing said to be of satisfactory C!,uality for domestic purposes 

~~d of ample ca~acity to supply the service ~re3. Under the terms of 

the option agreement the purchase price is payable in the amount of 

$1,000.00 ~pon delivery of the deed of conveyance and the balance of 

$500.00 in the form of a promissory note bearing interest at the r~te 

o!' six per cent. per annum, payable two years after date and sae"lred 

by & deeo of trust on the property. 
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On tr..is point ~ ho" ... cver, the'record shows that George H~ Harlan, 

counsel for a~plicant, has sgreed to advance the money necessary to 

exercise the option and to ac~uire the real property &nQ thereafter to 

receive reimburse~ent from the corporat1on·either in cash as it is 

obt~1ned through the issue of stock or in the form of a note secured 

by deed of trust. 

Applicant has not filed with the Commission a copy of the pro­

pozed deed, or deeds, of trust nor has i'c advised the Commission 

~efinitely of the form of note or other evidence of indebtedness it 

Itieht be called. upon to issue or execute in the event it finds itself 

unable to dispose of all its stock. Therefore, the order herein will 

be li~ted to one authorizing the izsue of stock. In the future, if 

cpplic~r-t finds it necessary to issue notes or other ev1eences of 

indebtedness it c~~ then? upon furn1sh~g tho Commission with more 

de~inite information of the amount and form such indebtedness will 

ta~e, re~uest a supplemental order from the Commission authorizing 

s'-=.ch issue. Applicant may, of course, if it so deSires, issue its 

~secured notes payable not later th~ twelve months after date of 

issue without securing the approval of the Comn~ssion. 

C F D E R 

Arenal Water Comp~y, havine applied to the Railroad Commission 

for an order authorizine the issue of stock and notes, a public hearing 

having been :'leld before Examiner rvTacKall anc. the Commission being of 

the opinion that the request to issue notes or other evidences of in­

debtedness should be held in abeyance and being of the opinion that 

the money, property or labor to be procured or paid for through thEl 

issue of stock is reasonably required for the purposes specified 

herein ~d t~t the expenditures for such purposes are not, in whole 
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0= in p~rt, reason~bly chargeable to operating expenses or to income. 

IT IS BEREBY ORDERED" that Arenal Water Company be" a.nd it hereby 

is" authorized to issue and sellon or before March 1" 1940 at not 

less than par value" not exceeding $5,500.00 of its common ca~1tal stock 

and use the proceeds, or use said stock, to pay organization expenses 

::me. to finance the cost of ac~uir1ng the land and the other property 

and i:r.provements referred to in the foregOing opinion and in this 

~~p11cation, provided 

1939. 

1. Tnat the authority herein granted shall become effective 

upon the date hereof; and 

2. That applicant shall keep such record of the issue and 

sale of the stock herein authorized an~ of the disposition 

of the proceeds as will enable it to file, on or before 

the 25th day of each month a verified report, as re~uired 

by the Ra11rosd Commiss1on's General Order No. 24-A, 

which order, insofar as applicable, is made a part or 
this order. 

DATED at San Frcu:.cisco" California, this ___ _ 

CO~ISSIONERS 
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