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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

WATER DIVISION Agenda ID # 24271 
RESOLUTION W-5315 

 July 2, 2026 
 

R E S O L U T I O N 
 

(Resolution W-5315). Resolution Granting Point Arena Water Works 
Retroactive Authorization for Borrowing $444,655. 

PROPOSED OUTCOME: 

 Grants retroactive authority to Point Arena Water Works (Point 
Arena) to incur long-term debt totaling $444,655 at an annual 
interest rate of 3.0% from three affiliates for property leases and 
contracted services. Point Arena shall pay a financing fee of $889.31 
to the Commission’s Fiscal Office.  

SAFETY CONSIDERATIONS: 

 The contracted services were for labor, equipment, and supplies to 
perform operations, maintenance, and repairs for the water system. 

ESTIMATED COST: 

 There are no current costs to ratepayers associated with the long-
term debt. 

By Advice Letter 106-W, filed on December 22, 2025, supplemented by 
Advice Letter 106A-W on April 27, 2026. 
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SUMMARY 

This Resolution approves Point Arena Water Works’ (Point Arena) Advice Letter (AL) 106-W as 
supplemented by AL 106A-W and grants retroactive authority for Point Arena to incur long-
term debt for a total of $444,655 at an annual interest rate of 3.0% pursuant to Public Utilities 
Code Section 818. The long-term debts were used for property leases and contracted services 
rendered by three affiliates: William and Karen Hay, Bed-Rock Products, and X-Bar Ranch. 

BACKGROUND 

By AL 106-W, submitted on December 22, 2025 and supplemented by AL 106A-W on April 27, 
2026, Point Arena requests retroactive Commission authority, pursuant to Sections 816 through 
818 of the Public Utilities Code and the requirements of General Order (GO) 96-B, to incur a 
total long-term debt of $431,704 in outstanding principal and $12,951 in accrued interest1 
rendered from the three affiliates. Each of the long-term debts carry an annual interest rate of 
3.0%. 

Point Arena is requesting after-the-fact Commission authorization in accordance with Public 
Utilities Code (PU Code) Section 818. The Utility Audits Branch (UAB) review of Point Arena’s 
2019 financial statements revealed that Point Arena did not obtain Commission authorization, 
in accordance with PU Code Section 818, before incurring the long-term debt. 

Point Arena is a Class D water utility, providing water service to 201 metered customers in the 
City of Point Arena in Mendocino County. Point Arena’s water system consists of two separate 
water distribution systems (City of Point Arena and Whiskey Shoals) that operates a total of five 
wells and two storage tanks. 

William and Karen Hay are the President and Secretary of Point Arena, respectively. William 
and Karen Hay are also the owners of Bed-Rock Products and X-Bar Ranch. 

Prior to UAB’s audit of Point Arena, Point Arena was unaware that Commission authorization 
pursuant to Section 818 is required before incurring any debt payable at periods of more than 12 
months. This oversight was discovered by UAB in its financial audit of Point Arena’s 2019 
annual report.2 Since UAB’s audit, Point Arena has incurred additional long-term debt. Point 
Arena sought to have all of its long-term debt comply with Section 818 by filing AL 106-W and 
by providing supporting documents for the long-term debts.3 

 
1 As of December 31, 2025 
2 Point Arena Water Works, Review of Financial Statements, January 2021: Finding 1 
3 The Commission retroactively authorized similar filings of Slide Inn Water Company’s AL 27-W 
through Res. W-5293 and Foothill Ditch Company’s AL 15A-W through Res. W-5305. 
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Point Arena currently lacks the financial capacity to retire these debts and intends to file a 
general rate case in 2026 to address this issue and adequately meet its future obligations. 

 

Point Arena’s Financial Statement 

As reported in Point Arena’s 2024 Annual Report for the year ending December 31, 2024, the 
Income Statement showed Point Arena generating operating revenues of $461,341 and a net 
income of $25,386. Point Arena’s Balance Sheet is summarized below: 

Table 1 
Balance Sheet as of December 31, 2024 

Assets Amount 
Water Plant in Service (excluding DWSRF, Grant Funds) $1,969,052 
     Total Utility Plant $1,969,052 
Accumulated Depreciation (1,171,378) 
     Net Utility Plant $797,674 
Investments 0 
Current and Accrued Assets 95,954 
Deferred Charges 
Deferred Income Tax Assets 

47,540 
95,977 

Total Assets and Other Debits $1,037,145 
  
Liabilities and Equity Amount 
Corporate Capital and Retained Earnings $300,387 
Proprietary Capital 0 
Long-term Debt 298,333 
Current and Accrued Liabilities 104,018 
Deferred Credits 37,098 
Net Contributions in Aid of Construction 297,309 
Total Liabilities and Other Credits $1,037,145 

 

Point Arena’s last general rate increase became effective on May 30, 2019,4 which authorized an 
increase of $91,486, or 30.0%, and an authorized rate of margin of 18.17%. Point Arena’s current 
rates became effective on June 19, 20255 after approval of a Consumer Price Index increase of 
$13,546, or 2.9%. 

 
4 Resolution W-5195 
5 Advice Letter 105-W 
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NOTICE AND PROTESTS 

Point Arena submitted AL 106-W to the Commission on December 22, 2025, and pursuant to 
General Order (GO) 96-B Water Industry Rule 4.1, on the same day, Point Arena served AL 106-
W on its service list. 

No protests were received. 

DISCUSSION 

A.  Long-Term Debt Details 

By the time of UAB’s audit of Point Arena’s 2019 financial statements, Point Arena had incurred 
long-term debt of $74,758 from William and Karen Hay for unpaid payments of property leases 
in which Point Arena’s two storage tanks are located. The property lease for the storage tank 
that serves the City of Point Arena had unpaid balances from 2005 to 2007 and 2011 to 2012. The 
property lease for the storage tank that serves Whisky Shoals had unpaid balances from 2006 to 
2007 and 2011 to 2012. 

The services rendered from Bed-Rock Products to Point Arena were for unpaid rent of office 
and shop space from 2011 to 2012 totaling $16,019. Bed-Rock Products also provided $156,187 in 
labor, equipment, and supplies to complete repairs and maintenance for the water system from 
2008 to 2019. X-Bar Ranch provided $51,369 in additional equipment and supplies to complete 
repairs and maintenance for the water system from 2016 to 2018. 

The long-term debts from the three affiliates totaled $298,3336, with each carrying an annual 
interest rate of 3%. The 3% interest rate is reasonable as recent long-term debts authorized by 
the Commission have had interest rates at or close to 6.5%.7 The accrued interest at the end of 
2025 was $8,950. 

Since UAB’s audit from 2022 to 2025, Point Arena incurred additional long-term debt from the 
three affiliates for the same property leases and similar contracted services. The total additional 
debt was $133,371 in principal and with a 3% annual interest, the accrued interest at the end of 
2025 was $4,001. 

 
6 Consistent with the long-term debt balance shown in Table 1 
7 Res. W-5305 authorized an interest rate of 6.5% for Foothill Ditch Company. Res. W-5303 authorized an 
interest rate of 6.5% for Lukins Brothers Water Company. Res. W-5293 authorized an interest rate of 
7.011% and 7.0% for Slide Inn Water Company. Res. W-5281 authorized an interest rate of 6.5% for Lake 
Alpine Water Company. 
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The complete total long-term debt incurred from the three affiliates is $444,655. The principal 
balance of the long-term debt is $431,704 and the accrued interest as of December 31, 2025, is 
$12,951. Copies of the financing agreements and expense documents were provided as part of 
Point Arena’s filing. Point Arena plans to rely on the net revenue authorized in a future general 
rate case to cover repayment of the long-term debt. 

 

B.  Long-Term Debt Approval 

With AL 106-W and 106A-W, Point Arena seeks to comply with UAB’s audit and Public 
Utilities Code Section 818 which states: 

No public utility may issue stocks and stock certificates, or other evidence of 
interest or ownership, or bonds, notes, or other evidences of indebtedness 
payable at periods of more than 12 months after the date thereof unless, in 
addition to the other requirements of law it shall first have secured from the 
commission an order authorizing the issue, stating the amount thereof and the 
purposes to which the issue or the proceeds thereof are to be applied, and that, in 
the opinion of the commission, the money, property, or labor to be procured or 
paid for by the issue is reasonably required for the purposes specified in the 
order, and that, except as otherwise permitted in the order in the case of bonds, 
notes, or other evidences of indebtedness, such purposes are not, in whole or in 
part, reasonably chargeable to operating expenses or to income. 

Upon order of the Commission and for proper cause, Section 817 allows the use of proceeds 
from the issuance of debt for purposes reasonably required for the improvement or 
maintenance of service by a utility. 

As a public utility, Point Arena has the responsibility to maintain its quality of service and 
provide necessary improvements to its water system. Point Arena’s financing transaction is in 
the public interest as it enables Point Arena to continue operating and maintaining water 
service. 

Therefore, it is reasonable to authorize Point Arena’s long-term debt of $444,655 and allow Point 
Arena to comply with Section 818. Moving forward, Point Arena must strengthen its 
monitoring and review of regulatory procedures to ensure that Commission authorization is 
obtained before incurring any future long-term debt. Point Arena has demonstrated this effort 
by including in AL 106-W additional long-term debt incurred since UAB’s audit. 
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This Resolution does not authorize any capital expenditures or specific construction projects, 
but rather the approval of a funding mechanism to finance expenses to Point Arena’s existing 
water system. 

Consistent with Section 824, Point Arena must maintain records to (i) identify the specific long-
term debt issued pursuant to this Resolution, and (ii) demonstrate that the proceeds from such 
debt have been used only for the purposes indicated herein. 

 

C.  Fees 

Whenever the Commission authorizes a utility to issue debt, the Commission is required to 
charge and collect a fee in accordance with Public Utilities Code section 1904(b). 

The fee for this financing authority as required by Section 1904(b) is $889.31.8 This fee shall be 
paid to the Commission’s Fiscal Office before the retroactive authority granted in this 
Resolution is made effective. 

FINANCING RULE 

D.12-06-015, dated June 7, 2012 (Financing Rule) replaced the Competitive Bidding Rule 
authorized in Res. F-616, dated October 1, 1986. The Financing Rule adopted in D.12-06-015 
exempts the following: a) bond issues of $42 million or less; b) tax exempt or government debt 
issues; c) debt issues, such as loans; d) debt issues made through an affiliate; and e) multi-state 
utilities operating in California, if the operating revenues from California operations is less than 
five percent of the entire utility’s total operating revenues.9 Point Arena’s debt issuance as 
authorized by this Resolution is exempted from the Financing Rule as it is a debt issued through 
affiliates. 

ENVIRONMENTAL AND SOCIAL JUSTICE 

In February 2019, the Commission adopted an Environmental and Social Justice Action Plan 
(ESJ Action Plan) to serve as a roadmap to expand public inclusion in Commission decision-
making processes to targeted communities across California.  The ESJ Action Plan establishes a 
series of goals related to health and safety, consumer protection, program benefits, and 
enforcement in all the sectors the Commission regulates. On April 7, 2022, the Commission 
adopted Version 2.0 of the ESJ Action Plan to guide its decisions and determine that its broad 

 
8 The fee is assessed on $444,655 of authorized borrowing as follows: $2 times ($444,655/$1,000) equals 
$889.31. 
9 D.12-06-015, Attachment A, pages A6-A7. 
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regulatory authority continues to advance equity throughout the state. With this Resolution, the 
Commission addresses Goal #1 of the ESJ Action Plan, “Consistently integrate equity and access 
considerations throughout Commission regulatory activities,” and Goal #3: “Strive to improve 
access to high-quality water, communications, and transportation services for ESJ 
communities.” 

The California Communities Environmental Health Screening Tool, Version 4 (CalEnviroScreen 
4.0) provided by the California Office of Environmental Health Hazard Assessment (OEHHA), 
identifies disadvantaged communities (DAC) by collecting multiple metrics and outputting a 
single value at the census tract scale. CalEnviroScreen 4.0 ranks Point Arena in the 19th 
percentile of the highest scoring census tracts statewide while the census tract also falls into the 
24th percentile for Drinking Water and rises to the 92nd percentile for Groundwater Threats. 
Accordingly, Point Arena’s service area is not identified as a DAC. Given the Water Division’s 
review of these current definitions and considerations, the financing transactions incurred by 
Point Arena will allow the continuation of water service within Point Arena’s service area. 

EXEMPTION FROM CALIFORNIA ENVIRONMENTAL QUALITY 
ACT 

The California Environmental Quality Act (CEQA) applies to projects that require discretionary 
approval from a governmental agency, unless exempted by state or other regulations. It is long 
established that the act of ratemaking by the Commission is exempt from CEQA review. As 
stated in California Public Resources Code, the “establishment, modification, structuring or 
approval of rates, tolls, fares, or other charges by public agencies” is exempt from CEQA.10 
Likewise, “the creation of government funding mechanisms or other government fiscal 
activities which do not involve any commitment to any specific project which may result in a 
potentially significant impact on the environment” are not projects subject to CEQA.11 

This Resolution is approving long-term debts used for operational and maintenance expenses. 
The approval being granted by this Resolution is therefore not a project subject to CEQA 
review. 

COMPLIANCE 

As discussed above, this Resolution allows Point Arena to comply with Section 818. 

 
10 Public Resources Code § 21080(b)(8). 
11 CEQA Guidelines § 15378(b)(4) 
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Point Arena has no other outstanding compliance orders, and the utility has been filing annual 
reports as required. 

Pursuant to Public Utilities Code section 433(a), public utilities are required to pay an annual 
Public Utilities Reimbursement Fee (user fee) to the Commission. Water Division confirmed 
with the Commission’s Fiscal Office that Point Arena is current with its user fee payments. 

UTILITY SAFETY 

Safety consideration for water utilities encompasses several factors such as water quality, 
system design, operation and maintenance, and service. One of the highest safety priorities for 
the Commission is ensuring that water utilities serving water for human consumption provide 
water that is not harmful or dangerous to health. As discussed in this Resolution, Point Arena 
incurred the long-term debts to perform operations, maintenance, and repairs for its water 
system. 

COMMENTS 

Public Utilities Code section 311(g)(1) provides that resolutions must generally be served on all 
parties and subject to at least 30 days public review and comment prior to a vote of the 
Commission. There were no protests or concerns received from the parties on the service list of 
AL 106-W. This is an uncontested matter that pertains solely to a water corporation in which the 
Resolution grants the relief requested. 

Accordingly, pursuant to Public Utilities Code section 311(g)(3), the otherwise applicable 30-
day period for public review and comment is waived. 

FINDINGS AND CONCLUSIONS 

1. Point Arena Water Works (Point Arena) is a Class D investor-owned water utility 
subject to the jurisdiction of this Commission. 
 

2. Point Arena is responsible for maintaining its quality of service and providing necessary 
improvements to its water system. 
 

3. William and Karen Hay, Bed-Rock Products and X-Bar Ranch, and Hay Land Leases are 
affiliates to Point Arena. 
 

4. Point Arena incurred long-term debts from the three affiliates for property leases and 
contracted services to perform repairs and maintenance to the water system. 
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5. The long-term debt totals $444,655 and carries an annual interest rate of 3%. 
 

6. The principal balance of the long-term debt is $431,704 and the accrued interest as of 
December 31, 2025, is $12,951. 
 

7. In January 2021, Utility Audits Branch (UAB) reported in its review of Point Arena’s 
2019 financial statements that Point Arena incurred long-term debt without prior 
authorization from the Commission in accordance with Public Utilities Code Section 
818. 
 

8. By Advice Letter (AL) 106-W and supplemented by AL 106A-W, Point Arena requests to 
comply with UAB’s audit and Section 818 by requesting authorization for the long-term 
debt of $444,655 and provided supporting documents. 
 

9. The annual interest rate of 3% is reasonable as recent long-term debts authorized by the 
Commission have had interest rates at or close to 6.5%. 
 

10. Point Arena’s financing transaction is in the public interest and AL 106A-W should be 
approved as it enables Point Arena to fulfill its obligations to customers and regulatory 
agencies. 
 

11. By this Resolution, the Commission does not determine that Point Arena’s capital 
structure, cost of debt, interest expense, or expenditures, are necessary or reasonable for 
ratemaking purposes. These issues are generally reviewed and addressed in a general 
rate case or cost of capital proceeding. 
 

12. There were no protests or concerns received for AL 106-W or AL 106A-W. This is an 
uncontested matter that pertains solely to a water corporation in which the Resolution 
grants the relief requested. 
 

13. Pursuant to Public Utilities Code section 311(g)(3), the otherwise applicable 30-day 
period for public review and comment should be waived. 
 

14. In accordance with Public Utilities Code section 1904(b) for this financing authority, 
Point Arena should be required to pay a fee of $889.31, paid to the Commission’s Fiscal 
Office. 
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15. It is Point Arena’s responsibility to abide by and comply with all applicable 
requirements regarding debt and security transactions. 

 

THEREFORE, IT IS ORDERED THAT: 
 

1. The debt authority requested by Point Arena Water Works in Advice Letter No. 106-W 
as supplemented by Advice Letter 106A-W for the total of $444,655 at an annual interest 
rate of 3.0% from William and Karen Hay, Bed-Rock Products, and X-Bar Ranch is 
approved. 
 

2. Point Arena Water Works shall maintain records to (i) identify the specific long-term 
debt issued pursuant to this Resolution, and (ii) demonstrate that the proceeds from 
such debt have been used only for the purposes indicated in Advice Letter No. 106A-W. 
 

3. Point Arena Water Works shall pay $889.31 to the Commission’s Fiscal Office as 
required by Public Utilities Code section 1904(b) within fifteen (15) days of the effective 
date of this Resolution. The authority granted by this order shall become effective when 
Fiscal Office has received payment in full. 
 
 

The foregoing resolution was duly introduced, passed and adopted at a conference of the Public 
Utilities Commission of the State of California held on July 2, 2026; the following 
Commissioners voting favorably thereon: 

      /s/ LEUWAM TESFAI 

Leuwam Tesfai 
Executive Director 

 
JOHN REYNOLDS 

President 
DARCIE L. HOUCK 
KAREN DOUGLAS 
MATTHEW BAKER 

Commissioners  
 

"Commissioner Christine Harada being absent  
did not participate in the vote of this item." 
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POINT ARENA WATER WORKS 
ADVICE LETTER NO. 106 

SERVICE LIST 
 

Public Advocates Office 
PublicAdvocatesOffice@cpuc.ca.gov 

Richard Rauschmeier 
Richard.Rauschmeier@cpuc.ca.gov 
 

City of Point Arena 
PO Box 67 
Point Arena, CA 94568 
 
 

North Gualala Water Company 
PO Box 1000 
Gualala, CA 95445 
 
 

  

mailto:PublicAdvocatesOffice@cpuc.ca.gov
mailto:Richard.Rauschmeier@cpuc.ca.gov

