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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
 
DIVISION OF WATER AND AUDITS     RESOLUTION NO. W-4707   
Water and Sewer Advisory Branch          September 18, 2008 

 
R E S O L U T I O N  

 
(RES. W- 4707), DEL ORO WATER COMPANY (Del Oro) – PARADISE 
PINES MAGALIA, AND LIME SADDLE DISTRICTS.  ORDER 
AUTHORIZING RECOVERY OF $80,254  
IN COSTS ASSOCIATED WITH THE EMINENT DOMAIN 
LITIGATION BROUGHT BY PARADISE PINES IRRIGATION 
DISTRICT (PID) AS RECORDED IN THE RESPECTIVE DISTRICT’S 
MEMORANDUM ACCOUNT.  

             
 
SUMMARY 

By Advice Letter 192 filed on June 12, 2008, Del Oro, a Class B water utility, seeks to 
recover the expenses recorded in the Del Oro’s Paradise Pines, Magalia, and Lime 
Saddle Districts for the Eminent Domain Litigation brought by PID as reflected in the 
three respective Extraordinary Event Memorandum Accounts.  This resolution 
authorizes the recovery of $80,254 through a surcharge of $1.32 per service connection 
per month for twelve months for the districts of Paradise Pines and Lime Saddle. 
 

BACKGROUND 

By Advice Letter 175-A, approved by the Division of Water and Audits (Division) on 
January 11, 2008, Del Oro was authorized to established an Extraordinary Event 
Memorandum Account to track the costs associated with the eminent domain litigation 
brought by PID.  In 2007, Del Oro received verbal notice that PID had prepared an 
Environmental Impact Report to investigate the taking of the Lime Saddle and Magalia 
Districts.  PID’s action was taken primarily in order to increase their sphere of influence 
and control of the then proposed Regional Intertie Project. Del Oro believed that there 
was no credible economic or territorial reason for PID to take the proposed districts and 
in fact believed the ratepayers currently within those two districts would have been 
subject to repay a proportionate share of up to $4,000,000 in acquisition costs as well as 
a portion of the $5,200,000 Phase I of the Intertie Project at a higher interest rate than 
that which Del Oro had locked with the State Revolving Fund. In addition, PID’s taking 
would have potentially subjected Paradise Pines District to an interruptible water 
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supply.  On May 21, 2008, Del Oro was notified that PID was taking action to end 
negotiations for acquisition of the Lime Saddle and Magalia Districts. 
By Advice Letter 192, filed with the Division on June 12, 2008, Del Oro requested 
authority under General Order 96-B, Rule 7.6.2 and Water Industry Rule 7.3.3(7), and 
Section 454 of the Public Utilities Code to recover $84,606 of expenses recorded in the 
memorandum account through a surcharge of $1.32 per service connection per month 
for twelve months for the Paradise Pines District, Magalia, and Lime Saddle Districts. 
The surcharge was applied to each district based on the total number of connections. 
The expenses were incurred primarily for legal fees and costs associated with eminent 
domain litigation.  
 
DISCUSSION 

The Division examined the invoices to validate the $84,606 requested by Del Oro for the 
three districts involved. Del Oro allocated $74,592 to the Paradise Pines District; $5,662 
to the Lime Saddle District; and $4,352 to the Magalia District.  The allocation of the 
$84,606 was based on the number of connections per district.  The Division concluded 
that the expenses were prudent and necessary expenses authorized in the eminent 
domain litigation memorandum account.  An earnings test shows that recovery of the 
$74,592 to the Paradise Pines District and $5,662 to the Lime Saddle District will not 
cause the Paradise Pines or the Lime Saddle Districts to earn in excess of their  
authorized rate of return.  The Division recommends a surcharge of $1.32 increase per 
service connection per month for twelve months for each of the Paradise Pines District 
and Lime Saddle District.  A 5/8 x ¾-inch meter customer for Paradise Pines District 
using 15 Ccf will increase for 12 months from $38.75 to $40.07 or 3.4%.  A 5/8 x ¾-inch 
metered customer for Lime Saddle District using 10,000 gallons would increase for 12 
months from $62.99 to $64.31 or 2.1%.  Del Oro cannot surcharge the Magalia District 
for the recovery of the $4,353 in litigation expenses because Magalia District’s earning is 
in excess of its authorized rate of return.  
 

NOTICE, PROTESTS, AND PUBLIC MEETING 

A notice of proposed surcharge was mailed by Del Oro to all Paradise Pines, Lime 
Saddle, and Magalia Districts customers and interested parties on June 17, 2008.  The 
Division received no protest against the proposed surcharge. 
 

COMPLIANCE 

There are no Commission orders requiring system improvements.  The utility has been 
filing annual reports as required. 
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COMMENTS 

This is an uncontested matter in which the resolution grants the relief requested.  
Accordingly, pursuant to Public Utilities Code Section 311 (g) (2), the otherwise 30-day 
period for public review and comment is being waived. 
 
FINDINGS 

 
1. The expenses recorded in Del Oro Water Company – Paradise Pines, Lime Saddle, 

and Magalia Districts’ Extraordinary Event Memorandum Accounts for the 
unforeseen costs associated with eminent domain litigation and other related costs 
were prudent and necessary. 

2. Del Oro Water Company – Paradise Pines, Lime Saddle, and Magalia Districts 
should be permitted to transfer $84,606 in the Extraordinary Event Memorandum 
Accounts to an Extraordinary Events Balancing Account for recovery. 

3. Del Oro Water Company – Paradise Pines and Lime Saddle Districts should be 
permitted to recover $80,254 in the Extraordinary Event Balancing Account by 
imposing a surcharge of $1.32 per service connection per month for twelve months, 
or until the full amount is recovered. 

4. Del Oro Water Company - Paradise Pines and Lime Saddle Districts surcharge of 
$1.32 should increase revenues by $74,592 or 0.045% in the Paradise Pines District, 
and by $5,662 or 1.65% in the Lime Saddle District.  

5. Del Oro Water Company – Magalia District is earning over its authorized rate of 
return and should not surcharge the district’s customers. 

 

THEREFORE IT IS ORDERED THAT: 

1. Del Oro Water Company – Paradise Pines, Lime Saddle, and Magalia Districts are 
permitted to transfer $84,606 in the Extraordinary Event Memorandum Account to 
an Extraordinary Events Balancing Account for recovery. 

2. Del Oro Water Company – Paradise Pines and Lime Saddle Districts are permitted 
to recover $80,254 in the Extraordinary Events Balancing Account by imposing a 
surcharge of $1.32 per service connection per month for twelve months, or until the 
full amount is recovered. 

3. Del Oro Water Company - Paradise Pines and Lime Saddle Districts’ surcharge of 
$1.32 should increase revenues by $74,592 or 0.045% in the Paradise Pines District 
and by $5,662 or 1.65% in the Lime Saddle District.  

4. Del Oro Water Company – Magalia District is earning over its authorized rate of 
return and shall not surcharge the district’s customers. 
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5. The tariff schedules PP-1A, Annual Metered Service (Paradise Pines District), and 
LS-1A, Annual Metered Service (Lime Saddle District), attached to Advice Letter 192 
are accepted, except for Schedule MD-1A, Annual Metered Service, (Magalia 
District).  The effective date of the revised rate schedules shall be five days after the 
date of the resolution.   

6. This resolution is effective today.  

 
I certify that the foregoing resolution was duly introduced, passed, and adopted at a 
conference of the Public Utilities Commission of the State of California held on 
September 18, 2008; the following Commissioners voting favorably thereon: 
 
 
 
           /s/ PAUL CLANON   
        Paul Clanon 
        Executive Director 
 
        MICHAEL R. PEEVEY 
          President 
        DIAN M. GRUENEICH 
        JOHN A. BOHN 
        RACHELLE B. CHONG 
        TIMOTHY ALAN SIMON 
         Commissioners 
 


