
Decision No. 50328 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of PORT OrA WATER COMPA.NY, ) 
a corporation, tor an order authorizing) Application No. 35188 
it to lense with option to purehase its ) 
water system to the City of Portola. ) 

Chellis Carpenter fOr Portola Water Company. 

Winslow Christian tor City o! Portola. 

E. I. Lane and Ruth R_ Lane in propria personae, 

interested parties. 

OPINION --_ ......... ,...-

A public hear1ng was held in the aoove-ent1tled proceed-

ing before EX~iner SilverhArt on May 26, 1954, at Portola. There 

were no protests to the granting of the application. 

The record discloses: 

1. That applicant, ~ California corporation, is ~ public 

utility operating its w~tcr system within a serv1ce area which 

includes the City ot Portola. 

2. That applicant and the City or Portola propose to 

enter into a laese ~nd option to purchaso agroement, a copy of 

which is o.tto.ched to the o.pp11cClt1on 0.3 Exhibit ":S". 

3. Thct, among other things, said agreement provides that: 

(0.) App11cant is to loase to tho City ot Portola its 

ontire water system, L~cluding all roal and personal property 

cppurtenant thoro to, for ~ monthly ront~l of $500 plus intorost os 

c~leul~tod in the mnnnor therein providod. 

(b) Tho City or Portolc. mny llt llny ti:oo coaso mcldng 

such rontc.l paymonts in which ovont it shall surrendor to applicant 

said ~tor systom. 
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(c) The City of Portola ~y, at any time during the 

existonce of the lo~se, purchase such water system for tho S~ of 

$100,000 puyable in instcllmonts of $,00 p~r month plus intorest 

at tho rate ot 5~ p~r annum. 

Cd) The said sum of $100,'000 shall be ::'oprose.nted by 0. 

p~Dmlssory note secured by a deed of trust ~nd chattel mortgago 

with tho dolivory to it of 0. gr!l:'l.t'dood a~d bill of so.10 convoying 

the real and porsonal proporty' C onto.inod in' such sys-'c0mo 

(0) In tho ovent tho City or Portola exorcisos its 

option te purchase 1 0.11 :lU!nS theretoforo paid to a.pplicant sha.ll be ~. 

applied ugafnst the said purchase price plus interost. 

4. Tha.t tho City of Portola. is not now able to purchoso 

said water systom becauso of insufficiont funds and tho const1tu-

tiono.l debt limitation imposed upon cities. 

,. That Louis C. DoArmond is the prosidont and for.mer 

mnnager of Portola Wat~r Compnny~ 

6. That the said Louis C~ DeArmond hes sufferod an 

impairmont of his hea.lth and no longer desires to participate in 

tho oporation of o.pplic~tt~ business~ 
70 Tha.t Louis C. Dehrmond a.nd Elsio L. Dohrmond his wi~o, 

src the owners of 2,3C10 shc.rcs of the ca.pi to. 1 stock of Portola. 

Wo.tor Company> said sb.D.-ros boing 0.11 the issuod and olltsta.nding 

shares of the stock of 90.io. corporation. 
8. Thc.t by 0. securities plodge o.greomont dated May ,3, 

1950, Louis c. DoArmond o.nd Elsie L'~' DoA.rmond, pledged 30.io. 2,300 

shoros to E. I .. Lo.no o..."ld Ruth R. Lo.ne .. ' his w";"fo. . . 
9~ Thnt by tho terms of so.id o.greoment tho 90.id L. C. 

DeArmond and Elsie t. Dehrmond reta.ined tho right to vote 0.11 of 

sa.id shc.ros of stock 30 long as they wore not in default under o.ny 
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of the provisions of the agreement. 

10. That said agreement further provided that during the 

ter.m thereof, L.e.·DeArmond and Elsie L. DeAr.nond would not either 

individually or as officers or directors of tho Portola Water 

Company mortgage or otherwise encumber the real property of the 

corpor~tion without fir3t having obtained ~~e written consent of 

tho said E. I. Lnn0 ane Ruth R~ ~no. 

11. Thst L. C. DeArmond and Elsie L. DeArmond are not in 

dofnult under the provisions of said securities pledge agreement. 

12. That E. I. Lane ar~ Ruth R. Lane have filed with the 

Commission their written consent tc the proposed lease and option 

to purchase agreement between Portola Water Company and tho City 

of Portola. 

The Commission fines thorofore thnt it will not be adverse 

to tho public interest to approve that portion of the proposod 

agreement dealing with the loaso ot the w~tor system. Tho 

Commission will not presently approve the proposod agreement 

insor~r as it concerns a sale of the system so~otimo in the future 

but will requiro tho applicant to sook nuthority therefor at such 

time os the City of Portola shell exercise its option to purchase 

the system. 

o R D E R - ----
A public hccring having boen held end basod upon tho 

evidonce theroin ndduccd 7 

IT IS ORDERED: 

(1) That Portola Wator Company> ~ corporation, is 

authoriz0d to le~so on or beforo Decomber 31, 19~, tno propertios 

~d operating rights which co~riso its w~ter syst~~ to tho City 

of ?ortol~ in accordanco with the tor.ns ot egreement att~chcd to 
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the application as Exhibit "B". 
(2) Thut on or before the d~te of actual tro.nsfer~ 

Portola Water Company, 0. corporation, shAll retund 0.11 deposits 

which customers ere entitled to hnve refunded. 

(3) If the authority herein granted i3 exercised, 

applicant shall, within thirty days thereafter, notify this 

Commission in writing of the date of such completion of the 

tr~~ster or the operation of the wator system heroin authorized 

and of its comp11~ce with the eonditions thereof. 

(4) Thnt Portola Water Company~ Portola, sholl not 

effect 0. solo and transfer of its properties and operating rights 

unless o.nd 'lntil the p~rn:.1ssion of this Commission is securod. 

(5) Tho authority herein grcnted shall become effoctivo 

upon tho do.to 

~ thiS._~:2;;:""';1-7_Tk __ 


