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• Decision 54 03 018 . -·MAR 7 1984 
BEFORE TEE PUBLIC UTILITIES CO~1ISSION OF THE STATE OF CALIFORNIA 

Application of Pacific Gas and ) 
Electric Comp~~y~ the City of Mendota ) 
~~d the Mendota Redevelopment Agency ) 
fo:- an o:-c.er under Section 851 to ) 
sell and convey a streetlight system. ) 

---------------------------) 
INTERIM OPINION 

State~ent of Pacts 

Application 83-12-42 
(Filed December 22, 1983) 

Pacific Gas and Electric Company (PG&E) sin.ce October 10, 
1905 has been an operating public utility corporation organized under 
th.e laws of the State of California. PG&E is engaged principally in 
the business of furnishing electr;c and gas services in Calif'ornia~ 
although. it also distributes and sells wa.ter in some cities, towns, 
and rural areas, and produces and .se1ls steam in certain parts of' the 

~ City of S~~ Francisco. . 
The City of' Mendota. (the City), located in Fresno County, 

is a municipal corporation existing under the laws of' the State of' 
California. The City contains substantial areas which are 
characterized as blighted areas requiring redevelopment in the 
inte:-est o~ t~e health, safety, and general welfare of the people. 
Associated with extensive redevelopment u.ndertaken on Seventh Street 
a..~d Belmont Street as well as elsewhere in the City,. the City 
proposes to acquire, and henceforth itself to operate, 'all the 
existing PG&E streetliehting system in the Oi ty I' pu.rchasine power 
therea:t'ter i'rom PG&E. However, because of indebtedness limita.tions 
imposed upon the City by the California Constitution, and the City's 
inability to obtain sufficient electoral su~port to legally create' 
excess municipa.l indebtedness, the Oi ty lacks the financia,l means to 
i teel! purchase the PG&Z streetlighting system. Consequently,. the 
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City Council turned to the medium of constituting itself a local 
redevelopment agency to accomplish the desired result (see Health&: 
Safety Code, §§ 3;000 et seq.). 

The Mendot~ Redevelopment Agency (the Agency) is the 
result. A duly constituted public body created by Ordinance 291 of 
the City Council filed with the Secretary of State of California, it 
is located in Fresno County. ':che City Council is the Agency's: b,oard,. 
8-"ld the City's staff is the Agency I s staff. ':che Agency exi sts to· 
furnish the City with :financing vehicles which otherwise would be 
unavailable to the City. The powers of the Agency include the power 
to acquire property for redevelopment purposes, a.nd to, lease or 
othe:-wise dispose of property, or to contract as necessa.ry o,r 
convenient in the exercise of its powers. For- purposes of 
redevelopI!lent in this instance the Ageney would purchase ,the 
street1ighting system from PG&E and then, lease it to the City under a 
long-term lease. The City would then be responsible for all 
operation and maintenance as well as be a customer for energy service 
from ?G&E, seeking service under PG&E's LS-2 tariff ra.te. 

During the 12-month period ending October ;1, 1983, in 
accordance with its obligation as a public utility, PG&E supplied 
electric service to the s.treetlighting system, deriving a gross 
annual revenue frotl providing service of approximatelyS41,000. 

By this application PG&E, the City, and the Agency seek a.n 
ex parte order of the Commission authorizing the sale and transfer~ 
Concurrent with the transfer of ownership to the Agency, PG&E also 
seeks to be relieved of its public utility obligations with regard to 
the system. And finally, authorization is sought to permit PG&E,to 
cha.rge the City for electric service pursua.nt to PG&E's· !'S-2 ta.riff • 
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The purchase price of the system reflects the repla.cement 
cost less depreciation, and is in the amount of $144,284- Historic 
cost less e.epreciation is $92,00:;. On December 20,,198:;, PG&E, the 
City, and the Agency executed an agreement whereby the trans,fe'r from 
PG&E to the Agency would be accomplished when the Commission, 
:pursua.-rt to Public Utili ties CPU) Code § 851, gives PG&E 
authorization. The U.S. Department of Agriculture Farmers Rome 
Ae.ministration has made a tentative commitment to loan the Agency the 
tunds necessary, but that commitment may not be maintained beyond 
ea:-ly spring 19$4- Accordingly the City and the Agency ask that the 
application be expeditiously treated and that approval be granted by 
?e'bruary 29, 1984. Notice of the application appeared in the' 
CO::ltlission's Daily Calendar of December 28, 1983. No protest has 
been received. 
Discussion 

Under commonly encountered Circumstances, when a 
municipality or a mu."licipal corporation wishes to acquire the 
property or facilities of a public utility, it is empo~ered under 
Government Code § 37350.5 to exercise the power of eminent domain to 
obtain its objective. Against such a backdrop, when a city indicates 
its interest and intention to acquire the system or facilities, oia 
:public utility, the public utility corporation and the municipality 
are often willing to negotiate directly to contract a,voluntary sale 
wi th mutually satisfactory terms, thereby avoiding, the necessity of, a 
condez:m.ation suit with its attendant expense and delB:Y. That 
situation pertains here. 

"lhile PU Code § 851 provides that no public utility other 
than a common carrier by railroad may sell the whole or any part of 
its syste:: or property useful in the performance of its public duty 
without first obtaining authorization to do so from this C:ommission, 
'U.nder present operation of law, wheI'e a municipa.lity is involved. and 
with its abeyant eminent domain powers at mind, the a.pproval' of this 
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CO!:l.!llission is substantially a I!linisterial act so long. as there is 
fair and just compensation provided to the publicutilitY,fo:r the 
volunta.ry sale. 

While in this instance technically the sale will be not'to 
So :lunicipali ty,. but rather to a redevelopment agency, in our vi,ew the 
same dignity of consideration and action on our part is in order. 
T~e application recites that the agency "is basically an arm of the 
city~" and that therefore the proposed sale and transfer is the same 
as would b~ a sale from PG&E to a municipality. In essence this is 
correct. 'Wllere no distinctio,n exists between city counc·il memo'ers 
and the agency board, the city council is the redevelopment agency, 
whether deno:ninated as councilor agency (Nolan v Redevelopment 
Agency of City of Burbank (1981) 172 C. Rptr. 797). Furthermore, 
under provisions of the California Community Redevelopment Law, a 
redevelopcent agency also may acquire property by eminent, domain 
(Health & Safety Code § 33390 et seq,.), so that the same p:rinciple 
would apply. 

In this application, reflecting as the proposal does,. an 
arms length negotiation which set the purchase price as being the 
replaceI!lent cost of the utility streetligl:lting system less 
depreCiation, the purchase p~ice meets the test of being fair and 
just compensation for the system to be sold. 1 

The Agency and the City ask that ,the Commission authorize 
PG&E to apply Class A rates from PG&E's Tariff Schedule LS-2 __ 
Street and Highway Lighting, to the streetlighting energs p,rovi"ded 
the City ~ter the sale and t:ransfer. PG&E's Tariff Schedule LS-2 

1 The parties to the application also a.ssert that transfer of 
ownership to the agency with subseq,uent operation and maintenance by 
the City will not result in higher ra.tes than those paid to iPG&E' at " 
present for electric service, and the citizens of the City will be 
served and benefit as oefore. 
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~ffiS applicable to serve to lighting installations whioh illuminate 
streets, highways, and other publicly-dedicated outdoor ways and 
plaoes where the customer usually owns the lighting fixtures, poles, 
and interoonnecting circuits" (see Revised Cal. P.U.C. Sheet No. 
8375-E effeotive January 1, 1984 - Advioe Letter No. 989-E, 
D.8,-12-068, 'a."ld D.8'-12-049), :imd the utility supplies energy and 
certain switching service only. Under the oond1t,ions which will 
prevail 2.fter the sale and transfer, this request is reasonable, 
staff has no objection, and we will authorize it. 

There is no reason to antioipate any significa.nt adverse 
iopact or effect on the environment to result from Agency ownership 
and City operation and maintenance of the system. , Ro.ther, by 

incorporating this system into the redevelopment project work 
proceeding in the City, environmental benefits of an aesthetic, 
social, ~"ld economic nature should be achieved. 

Incidental to the sale and transfer trsnsaction is the fact 

• 

that the pu::'chase price agreed upon between the pF.!.rties includes an 
increment of 352,281 over the recorded net book or depreciated rate 
base valuation of the assets to be sold and transferred.. This tact 

~ 

~aises the issue of whether this appreciation in value over net book 
should be retained by PC&E, or whether some or all of PG&E's 
ratepayers have a right to all or some portion of the appreCiation in 
value. As proposed by the npplication~ PG&E would rets.in this 
increment. 

In a reoent deciSion (D.8)-06-096 in A.8~-06-11) involving 
this issue, while 8uthorizing the sale 8.nd transfer to proceed, this 
CO::lmission dete:-red disposition of the nppreciation increment of the 
sale p:-ice pending a decision in another such matter, A.83-04-;7 .. In 
view of time constraints imposed by reason of the Department of 
Aericulture Farmers Home Administration loan commitment deadline to 
the Aeency, we -..,i11 proceed simila,rly hl?re, authoriz,ing the sale a.nd 
transfer to go fo:-ward immediately but reserving disposition ~nd 
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accounting of the $52 ~281 appreciation in value of the. assets pending 
our decision in A.83-04-37. We will make this order effective 
i::nediately. 

Althou&~ this matter by error was omitted when the March 7, 
1984 public agenda was prepared and issued, the time cons'traints 
iI:lposed by reason of the U.S. Department of Agriculture Farmers Home 
Administration loen commitment deadline to the Agency serve as a 
sufficiently emergent situ~tion under the requirements of Public 
Utili ties Code § 306 (b) as to justify our taking immediate eo,ction 
without waiting to include it on a future publica,gende. 
Findings of Fact 

1. PG&E provides public utility electriC service in many a,reas 
of California, including streetlighting service by means of a PG&] 
distribution system in the City. 

2. The City, desiring to own and maintain its own 
streetlighting facilities, seeks to accomplish this objective by 
acquiring the local PG&E streetlighting system • 

3· The City, because of debt limitations and elector 
restre,ints, is una,bJ e to provide conventiona,l financing to purchase 
the PG&E system. 

4. The City contains 'severely blighted areas which constitute 
~~ ongoing redevelopment project. 

5. Accordingly, the City Council, by Ordinance 291, 
constituted itself a redevelopment agency. 

6. This redevelopment agency ~ for a, limited time, has access 
to U.S. Department of Agriculture Farmers Home Administration loan 
funds at advantageous financing costs. 

7. The parties seek a,uthorization for PG&E to sell the' 
streetlighting system to the Agency, after which the Agency would 
le$.se it to the City which would operate a,nd maintain the system, 
purchasing electric energy from PG&E • 
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8. The purcha.se price for the system, arri vee. at through arms 
length negotiations between PG&E '0 the City, and the Agency, 
represents reproduction cost less depreciation, and it constitutes a 
~air~ just~ and reasonable price for the system. 

9· The parties' request that PG&E be authorized, after the 
sale ~~d transfer~ to charge the City for electric energy to be 
fur:lishec. to ope::-ate the system at Class A rates pursuant to' PG&E's 
LS-2 tariff, is reasonable a.nc. should be approved. 

10. It can be seen with reasonable certainty that there is no 
possibility that the sale and transfer of this system would have any 
significant adverse effect upon the environment. 

11. There is no known opposition to the proposed sale and 
transfer of the system. 

12. The proposed sale and transfer of the system would not be 
adverse to the public interest. 

13. Unless the sale and transfer nuthorization can be 
expeditiously issued, the federa.l funding commitment may no longer be 
availa.ble. 

14. Upon completion of the sale and transfer of the system, 
pG&]: should be relieved of its public utility streetlighting 
obligation in the City excep't as to the supplying of electric energy 
to the City for the system. 
Conclusions o~ Law 

1. The application should be granted. 
2. The effective date of this order should be today to permit 

the Agency to obtain the federal loan pending before the loan. 
comcitment expires • 
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INTERIM ORDER 

IT IS ORDERED that: 
1. Pacific Gas and Electric Company (PC&E) is authorized to 

sell and convey to the Mendota. Redevelopment Agency (the Agency), 
under the December 20, 1983 sales agreement, the streetlighting 
system described in the application and in its attached Exhibit Co. 

2. Within 30 days after the actual sale and transfer to the 
Agency, PG&E shall notify this Commission in writing of the date 
thereto p and shall ~,:ttach a true cOPY' 0'£ the instrument of transter. 

~. Within 180 days after the9.ctual sale and transfer, PG&E 
shall file with this Commission the final cost figures froll" property 
transferred. 

4. In the event the sale and transfer are not consummated 
within six months after the effective date of this order, the 
~.uthority granted by this order will expire. 

,. Upon compliance with this order, PG&E shall stand relieved 
of its public utility obligations in connection with streetlighting 
service in the City of Mendota (the City) except for the obliga,tion 
to furnish electric energy to the City for thesystelD . 
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6. PG&.E~ upon' completion o~ th~ oale and transfer, sh.allbe 
authorized to charge the City for electric energy to the 
streetlighting system to be owned by the Agency pursuant to PG&E's 
13-2 tariff. 

7. The issue of the allocation of the $52,.281 increment over I 
recorded 'book value is reserved pending our decision in' A.8;-04-37. t 

This order is effective today. 
Dated MAR 7 1984 , at San Francisco, C.alifornia. 
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VICTOR CALVO. 
PRISCILLA-C. CREW 
DONALD .VIAL .. 
WILLL\I.'"1 ~T _." BAGIZi 

Commiss1onoX's. 

C(lmmis~oner Leon:u-d M. Cr1.mes.· J~:: 
b ' ~":T b .'''' em,::: necess=.u.y a sent~<lid not 
participate. " 


