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Central waere gross izequities and uzigre circumsvances coalesced T0::

crease 2 sivtuavtion that demanded eguitadle.invervention. - Therelore; -

when recording.Shis transaciion.on. 1Ts.D00xs, -2G&3I should qzed** to
Dlezt accounss the historical :.-cces:».(plus tzat 0% any adéisioss or-

iy

berterzents), -and -debit it -depreciat reserve account with the
amount resresenting devreciazionwaccruedna:;tae¢**~e oL transfer
Any inerease -mealized froxz vhe sale Oe‘Vea““‘he‘&-330?-C8¢?COS?T33&¢1f
the purciase price shou_d in wurz be.eredi<ted tothe-capitalk-surpius:-. .
aceount. Zxcluded, of course,-is the -§6,452 discussed belowy. -~
-~ Iacluded iz the.purchase of these-0pertating.sysitexns-are:il-
“eel an 1o;co:crete-no;eSgﬁ Phese are poles waich exceed -uTilit

oo e W

e

s:andards iz sTrength, orzamentation, eve. whenuzhesé-:oles we:efjﬁfg
ginelly -izstalled PG&Z -was responsidle for-that re ol tkhelr
cosT walick -Teprese n:ec ae cost for svandard- "’**y POnL . v an LT

\'———

vallations. -ae?9509€r$~30237; used that-shas e waica represenved: -
cosv . exceeding standard WTility-pole installaiion. The exTra-coesTs. -

PRI

P ~ e e

25 < -u-ec in-::e»:u-c“ase~p ice *s saoo :-e-.v'-ese:-.:::.:*.g,'<-:os..$-«_-,,-;T
a: *o‘ay s level Tor 2G&Z’s s“*vey costs and recording Zees incurred
for recording 2 v-nile long bas nt o7tained years-also- fromtate et
ustozer. . 2G&S records any su ,5ase,q* tS 0T :'s:wsho‘ WAy -aceuired - -
when ingtalling facilities Zor cussomers, aad places the ¢osT oF sucn
surveys and recoriing iato rave dase If she sysste:z is subseguently
$01d, these survey ané recording cos,_ re recovered a5 darst o sz
purczase. price. XNo. -a..d wzere 2G&Z. held fee ~ights was iavolved iz .
The present Transacs

- - -

- 43 -




A.83-04-3T ALS/3i% . APPENDIX A cot i uIs TIanl

contriduted originally by developers toward these poleswas $6,452 PR
(S114 Zox eack -0f The 18 steel poles and 32"’55.-0 Ceach o the 16
cozerete poLes) 'r""‘" igpossidle what in the yearsiinvervening simeert?
original installation sozme -0f these special poles world havel meguired”
Terlacenment. - When 'suckz Teplacezents are made .2GEE :provides Bie Tull
cosT of suck Teplacezent. I Such Teplacezexntiinvestzent By 2GES ?wouldfii
~essen <he anount 02 donaved Iropery volved: ners,  dut thel cosvs Til
involived ©o0 Trace such rejplacenents are sz:‘:asvan a....-, aadr PEEEY ha.s SRR

Zurnished .no evidence. .0F SuUCL replactenents oormnoe s onl
- Obviously 2G&Z will continve operati maishing Voo oL

Prblic urildivy  service elsewhere in U3 extensive: se"v‘ cE T TitoTy .
nccoﬁ,xg..y ~xe $6,452 proceeds Lrom the sale of ‘domated: propersy i
2cluced iz the transiler To the ¢ity should Ye revaized by DG&E.asia o
do: ted property fund 30 be-used Zor future Teplacexexnts vy and at
he utilizy's. discretion of any other dorated property,.acguired mwrl
Defore om alter, a3 Tae uselul Iife 0f Suck’ :ovher donated PToperIy LS.l
used up. LTUTTL s Ir rOND riowplow Jouner o rrpenoc
omiienz-Rhere wWas n0 0p90Sition 0. tke instant applicatiorw and
There 48 20 need %0 ses the marter fom publicrhearing.ctlhe [T o U
information consained in <he appliication, obzaixed from thel briefing, -
end supplied o7 the ultilivy, and tie decades wi ratemaxking poinciplel .

and practice,- particulanly with refenence to the unil sysvens. 0. oo

aceouny waica we are sudstentially sizply: -~«=.~.e::.‘:'_":.:'::....c,,~ provide-solid. s
ground Jor tize present decisl The sogner tiae sale and ‘:rms;“.e,:-.:: s
are aneroved,: The soonen the customers i ec*_y dnvoived: caxl ovvaln

The Lowen clTy raves and ctiamges. yroxised <ien. . Tre ayylication willr:
he e.pp:tcwed; 238 sev fozth Rerein. s waT Dene voolmas ‘:z:' Iemaane T

- -
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2indd nes o :!3.0_,;;;:" R e T N T S Sy IR e i

e Bosh: .,’:.e ’eée*a.. and % aliforala Supreze Courts 2oId &
tRat privave. Dropersy: <oes 20t cease. o be private proper ty:&r}.:.en‘“‘pu‘: o
O & public use,: and. LT can be takexn only by ‘due p:ooess.:o‘.‘.’.:.—‘law:;r LTl

2. Califoraie is a public uwililisty origimal .cost jurisdicsion, -
li:i**:zb valinavion  for retezaking pusposes o0F :a:.‘:e:~:‘oas‘ej'.p:-opezz$:=o e
depreciated. acquisizion cost O ¢o8t: whem Zirst placed Anpudlic nir.7 .
gservice,- waictever is the Zesser.. . ri.ozcso_oom s LT.itIo LT Lot lovn.

3. ©2khe Zederal Suprexe. Ccz. e-.aclds tzat customersofia public

CTiliVy payfom senvice, 2o Lo the property used To Tendex If.
oodee s Under The originel COST conceps while ‘:he:*cor.sume;r: [y 1.l
enioy ke Asnf ©s 02 whe investors™ 'a*o-ae:":y' rel do€s not "acquire o -
she subsmance 0F fw. s v o L sol IrooowoT o0 o lunmomToonr onooLuwnnliTo

"1
0,

T S5unDepreciation maintalins The integrity of whe imvessorshioTonIl
Droperty- invesszens 0. the extens o ?me:'or:“.;gina;’;..:éos‘;‘. valwawion ~u vl
p;a.cec‘.-' wpom Lt when ZirsT Dlaced Ixn '.‘aubl‘."c"se:'v:ce.‘, Tt mow.the Uuolior
wrreat actual veliue of tkat proyer PN LT .

6. Undexn well-acecepted: and oz g—s::&.d..ng agcomating procedures

0 the PZRC Uziform Systex of Accounts Prescribed by thisg Commission 7
ang. applicadle To California elecwuric usilities, appreciaviows imitiir.
valuer of uTility.systens while din se*r‘v;c‘e as ralevany :‘o" This T
‘oceed“.ns,' €O ToV Tepreseny income Jront x.‘::'.:‘.:.';y operations,tdndnI - T
saerefore inure: to the livestors.i! = California unidory S7ysvens ©
o secoTns arerim gecoré. oL o B TR e SR A S

QW 2o deviate fron unidorn SySTEnS 02 ‘account olicies e:nd ;
Practices. now o deny iavesIors gains whick iz .effecy They ..a.& R
Yargained for earlier when tThey invested and assumed The risgodinn. T
Loss, would Tesulv iz 2 sudstantial negative impact on The investument
communivy, wiick necessarily =ust transliate into additional risk -
risks for whick the izvestor in the Zuture, free To choose =zl
veniures, would reguire addivional coxzpensation.

8. 0Dze econozics of usility acguisitions a.:zc‘. Givestzents under

vhe reguirenents -::posed by *ais Comzmission, waether the **mac iox
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vo’ved e d-sco““: or & ﬁ-e~ju:. :g_a;ways sact as 3o leave i
rasepayes eco*o lcally iz ;::gngi;'hé'ié agsured continued serv:ce,

R ra »\-w-- -u;-
- '

and the rates Wi L11 ‘eonTiciie “*o be based uﬁo“". igizal Al éos GSSW(W,“.H,
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. \‘ N “ N - - m-m -
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- . .
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--\—..-“
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L& 1

'.
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-
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el ec:r;c dissri atio-'sys.e y - i

‘:J”, he :ufbuase brice né'b'\ d ae‘wea“ ‘:e c y a“d ’G&g _o"w:

Tze facl s ?ﬁw °'°°°°e¢ oagz'h- zes valze »lus D%i’of T T

. e
e 5 L v -
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“ae proposed proration of current 2d valorez Taxes conszi;;te 2 4L3£"

oy e T

and reasonable cozpensation for the transfer e B SR

. - ...4--..,,. - b
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"Onlyl‘awe@&%hfbé§”§f‘ha%*"“é’w e~e~~a.epaye:s~fi"éc*“;ave
advanced -e”cap-‘a;“a“ ek w‘o’e o pé::;ﬁ"”“5§é'ésst~edfb*‘::::
shared the Tigk o Timedizte LosS, shoul¥ we' detetmine’ that' *;%;::;tx::

sepayer is eatitled %o all or pars ol % e“be*efﬁt écc .igﬁouu o Tt
an:*ec*a._'n--*-va’ e 02 Wity vroner:y wh:le a* 3”0?&?1? was iz
serviceJ - T .l looTmonTo L S R SR oo e S A L AN

3. Lozg experiezce dezmonsTrates that the oTigizal st T ToT
ratezaking :o‘*c‘as-e~bod~e '*'*“eﬂ“ $2ornsyS é;s o actount’ Rost Y

v

properiy balance tie imterests of ratepayets and i:veéto‘é £n°she -
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. . oy A et o
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ané zade 2 part of Tieir application ag Ixkidit 3.




A.83=06-3T AZJ/3t

: 2 10.d2y3 of she actual Iramsfer 2GS shall- noTiZy the .
Comnt ss-o o Wit *...& of the date on whick the ""a..s“’ T-WRS - ool

U
* m o - Seaw T S

o*sm..a..ed. - ;\ Trie copy. o:’."‘-e m.s*m.e*" oL :::-a..s'a shall De - -
TTached to The. w*-:.t': = Dosification. . .. - .. L. oL

o -

e - e [

t:.... 'n’:’. sain °O d_a.ys. afer. ke d.a.-e oL a.c"'ua... "‘3-30_6- v 2GED. .

skall advise She Co: ssion's Revenue Req_ui:'eze...s Divisiozn, e
wrizing, ol sZe adjustmexts Zor. addizicns and desterzents zade in

a.cco-da...ce‘ wizh ...ad-.i 25 3. annexed, ©o and. zade. pa::"' o.f zhe ..

e
o w we s PSS P omam Mbmatea T m

appilication, except. T e.*."'*ase acjustents skall reflect ine. Setiing - -
apars o- ‘a dozated. prope =7 ‘\....d 0. be. used her a.f"'e._.a.‘-, Lo
Ciscrexs on oX 2G&= To.replace. re...a..:;::;g or. osher ac':,_u..*ed c‘.om wed |
Dropersy. as. "-'e uselul service. lile. oI such otier- dozated propert y

-u

WSCE UDaw v = ae i e T e N T R e

- - . B . [ ot sk e . Lot e wf am N wme v s ase - b

5. Wighin 90 days a."“' - the- dav »o" aciua. Transier, 2G&I.
skall zake. relund of. all l:'.ne extensioxn ba_&.ces ouvstandiag, and
wien these refunds are co--:" ved, shall advise zhe Co*-" ssion 8 o
Revenue '.-'tequ.‘.:-eze:.s Jivision, i:.\w'".':ing, o %he Zact. .
eved

5. TUpon cozpliance with this order, 2G&Z shall s*.."d rell
of ivs pudlic usility odligasions iz conne'c’*a&d:’: with-electric sesvice
in vhe:ZourraTeas which are- the'sudbjecT of whis: epplisation.”
.722is orderidecozes effective 30 ansii frozitodey .t v TerTLINY

Da wad sl ll0w ':-~-—, at: Senl Praned sco-, Ca:.*..".‘ ol

o

o . . . AN . B P
e A . oom P S - N e - . 2 . e e




aie ANNEXED RRER
5. FAQLITIES

REDOING QI1TY
LivuTs

APPLICATION

83-04-37

PREE~CITY CF REDDING :
SALE CF ELECTRIC FRCILITIES

APPENDIX A

)
77-1

3
e
H al -
[ -
79-15\ !§} 2
?"-" -—I. - 3
1 RonCal Read H ol %
” -4} :
Neo = 3 l: :
- ! S
b !.- oo-‘ T

REDOWG

:
3

. 'tIxs
sssene-2p s

-
-
-
-
-
-
.
‘-
-
-
-
»
..
-
.
. a
. -
be v
- -
- .
-
M -
»
- -
.
. v
. -
4 I3
po -
- i
. .
0
.
. %

pe VSt ot by, *
L -




.

-

p— m- Re —

-uf‘.
™

o -ALJJ DVJ ,CG/ WPSC

e T
33‘3? RS THE Pm*c\‘-’l’i-}ilﬁ COMTSSION OF "'EE Sta ,-"-:-" “O&‘u\ =

. ~
o eem— .

Applicazion of PACIFIC GAS AND. _)‘ . :
ZLECIRIC COMPANY and the CI Y OF "~ e, TS
REDDING Zor an order authorizing - 4\, ‘ AT
the former to sell and com ev to "')f - A
she latter certalin electric ) prpl:.wtio* 83~ 04-37
distribusnic "“a‘c*‘l cties, in ) led\ oril 13, 1983)
accozdance wizh' the terms o< am . _ L
agreement da:ed Septexver 17,71982.) WW
)d.:\:“'w

MW" o
)‘“_': ) ‘Mﬂ’)""‘ ¥ iy

(:--ec«- lC) )\ N

e
.
~
’ - "
- AL . >,
~ o P e . "
.. . -t 3
N “ a N et
US4 PN e
o~ AT -
N ve, T .
-~
] {::f"
Ly pamee
. : -
N Fwreimis
. .
A 1t
PR ‘
e .
i .
Cen
B e
N . -
. oy .
S e iaeein ey
v
v N Ay )
- s P
Care . . —
e RERTOTOI
. - -
L et o i B : ¥, ) N A——
- ) ' . f
: - ¥
ot ! ____"h
. bR -y P .
T ) } . - RN . SeaV SN .N"“" q
DI - , "‘. L ee - )
. - . - LS e e s R
—— - A AT it
ey by LA . . el e
. .- o . . LA
' T g’ ? 5 e TN
’ N ¥
/ - .
. , RED E 0 e
RN . R - e
SUNY - ' S -
-, . A - - . T ‘
. . e o R Lo QNN T A
' < . .
- P " - P T AP PR
7 w ‘. - . . R R T R o e
i e / ¢ AT
B - . .
/ - .
I "“h Y *




Subiect

e —

L T AY -

o - NG Aoy ay g e

,O —ON- w e w e b & o e Eomad o Awr ing
- .......................’.-..

Sta ement- 05~ Faces. 1ot 2
scusszon, mveaces

R . P R e )

-..-.-.to..--
R
'n»-ﬂ--.ropw-.o- o

.Genera’ z ;nc_ples........ cecemcescasssesvesonaes, 12
3.7 " The Risk “heo-v o5 Allocat Lons....:it:;::t.;;:::::*"TA
Lxcep: onal Cases..-..'...‘.ll.......-

.,..,-..-uw-w -

...u;l.u—u.-u -

.“.‘..l.‘.'. 20

. G '-_\.ﬁ\.u ,w..,....,.....

1. Abandonmencs oI ..eope-a-.ona laﬁ..,...._.,_ﬁ_ .
2- ......qu-da--.ons.""""‘ i - - ~-...22-

..-...-o......-...-.-......-..Q.-

.3.. . Adjustzents to Original CosT..... . 23
41“‘Suzma:y;::z.;.;“::..:z...:::;;... PRl A R~ 24

"s s sesssaew

- e

of the™ Case-nloiih. %

- i~ -

:"‘:’.:id’ SS Ob ac:‘;’:n‘;-;o:-.-".’-.‘:‘.‘:...-o-o..-.-v.-.-...-.o.

ConC].Ls or-s O: hw.pnocqtﬁc..t....-.....tp...-,‘....o.'..y...'

: ’
I --—-nmu-a-u Ve o T Su e [E S R

O?b - s s vmsswse . > - K A = 30 o

P
ok v




A.83-04~-37 ALJ/DV/TCG/WPSC

Statements of Faects
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Califofn‘é;' though it’ also! ¢xs..:bu:es and_se;Is waze ‘"n sone

R -

and’:t:al“a*eas"and‘produces and’ sells s:eam'i

Ty o‘ Sa“ .-anc'sco., ' “T”“fﬁ -

__,_‘...“w..n..- - P

:;ng unde* .he ~aws oh t“e State of

et PRSI

.-;""sz:ibution‘sys en’ located within ics’ co'po;a"e e ‘cs.

residents and inhabitancs.
sring the 12-month period endiag July 31, 1982, in
accorcdance with its obligation as a public uwtilicy, PG&E supplied
electric services to 172 residential customers in a formerl
uaincorporated avea outside the city's boundaries.l/ In
addizion, PG&Z kad certain through circuis facilities in three.
other formerly unincorporated areas outside the city's doumdaries,

but noncontiguous o the before mentioned resideatial area. In

1/ Ome of these customers is a master Deter accornt with 138
nobile home. spaces.
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: APPENBIX 3

‘zeCent.years the: cily kas exercised Iirs powers o‘~annexa:monnand

—~

L3 ez Anne ’tiontlg IE0T L worLlliDate 'of lAnnexaTion T~0F naTa

i r80mGrt L zuinriw nnclIsniOcteober AT U980 rioic

N 80~7 ‘ Qetober 17, 1980 ‘

o B80-8 ot ilizan oernmz owoz u‘Decembe.'ﬁ& 1980 ‘
80-10 Apr;l 10, 1987 (residential

mOONIoomL L SoITiIuenmmel Lol maoo ::‘*ﬁ:::’..--sae*v‘.;ces.}‘“

22 These four. areas-are .shown on:zhe:Appendix:A&i&péﬁia Tz

n: -Following these annexations the ‘¢ity desired:to:zecquire
"PG&E’s electricdistridbution:facilities which served; or might inr
the future service the areas):to izcorporate.themcinto ritsvres oI

municipalidiscri buc-on syscem.-bu~ not <o acqui*e :PG&E"s through

—y TR ...‘..,,..u L R -..,wm—r
ITrLlin PR ol o - e

circuit facilities inm Areas 85-6 lSO- 7 suand! 80-8.m.Accoxdznglv the

city and PG&E on Septembe: 17 ;71982 _executed "an:agreenent .wheredy

the city would purchase the.poles; conductozs;.conduivs, neters,

transformers;.ixtures, wstreet -light and.signal. systems;.et&s ol

invelved :within.annexed Area:80-10... ormu.o.or . vrl Lme afal

3y this application PG&E:and-thewcity seek:.an.ex parte
.ozder.of:thesComzission-acthorizing:the:sale and transfer of PG&E’Ss

c.eleectricrfacilicies) -ineluding any - addirions and betterdents, wu .

Lwithinrannexed.Axea 80<10.to the ¢ity.. .Upon-acquiring these <z .

pProperties; -the-city-intends to. ..u.*wsk the-electric service -:: o

4w

presently supplied by means of these facilities, charging and

collecting-zates andicharges.notiiz excess: o_ft ose—p*esentky paid”

.‘_w # el w.; "‘A.mj - FH'

to PG&E by the customers izvolved, aand to p—ov*de such elect’zc

—em3=
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service as.may:. be wequized in the Luture :in all:four of.the rannexed
ateas. :-Concurzent with the connection of:the.customers:in annexed

Area 80-10::to the clity's £facilities, PG&E alsoseeks -to be relieved

of ics public: tlz.y—obl;gat.ons within all ‘ou-wannexed areas.

- e

R

*hé pu:c.ase pr;ce Zor the facilities pu:por edly

'efleccs *eolacemen* cds: less depreciation, and -3 in the amount

of $378,063.2/  In-addizion; the -city.will-pay.to PGEETits
severance :coszs of $2,297.: Further,ras to-any,additions to and
Tetirements that nay be made subsequent.to:jene.25;.1981% . and ‘prior
To conveyance:xchcfci:§;wikkcpay PGEE:. o urT onivTmel

©Loomae Thenet-value of the facilities. (zs_deternmized. .

vander the p*ac‘ice set ‘orth -n the Uniform
C-Systens (0L tACCOURTS) 1 L oL voent mL o neinillnsd

- 2r15% 0. suchper:valuetand " coTonzTel oo TAnE
T .Tes  gay-applicablelseverance . costsI - nITITUC Lol
The currentradvaloren: taxes fo:;the;:ax;yeéz:i »whichzthe .=
facilicies and any additions and bettermentsiere..conveyed Wi
prorated-as .of:the conveyance date. ~..:.
-7t 2t The city has.beenradvised-thar certainroilctherfacilities
involved:contain polychlorinated biphenyls-(PCBs);.andithe city. Ras
agreed wothold: ?G&E harmless-for any and all:liabilicyqarisingrirom
uch substances;or-fromrany.failure ofrche cicy: zor “performricst”

: LI i
s A L A ) e e . woaaniafen Vo P R LTSS AV R S

2/ Therhiszorical:book:cost, less- dep*ec-a ion; of::hegfacil; ies
involved .s $196 455.

U . - - ooy e R RN
- e --y-—w -——»‘._- - .-wA\..x’r-a i W
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-

tility obligations- to-cistomers in’tHe areas i~ PGEE will-assign+".

all private grants of righes of-way” and-easements for~the~~ -7V t-~

O
[ I )

facilicies” concurrently-with delivery- of“zhe deed(s)y: - °
it ot Forithe” 2-month- period ending i Jely 315V 19825 “PGEE. v -
derived-a .gross annual revenie from these 1727 customers~of - i itl
approximately $158,000.°-as°0f October 257 T982; 'PGGE Held~lije’ -~
exzension’ deposits of threecustomers-Iiavéived iR thisspplicacion
-amounting to:$71;938.17. "Balances remaining after the-iity‘asstses
owné:ship¥cfﬂthe”facilicies16%&14bé?:eéurﬁed*iéfthé*¢u§t56e3§5*“17
Notice of the gpplicition zppeated in‘the Commissitn’s Dafly® -1
. Calendar of April 15, 1983.7-No‘piotest-has been- recel iged. Va7
- “While mosz’ California- commuaities-obrii n*t&efé electric
services- fromprivately owned public Btility-corperations suck-as<t
PG&E;, some cities prefer and are able =o”invest.intthe-acquisition
of their-own-electric-distribution-facilities-and thereby aretable
- o' take advantage- of: the: low-wholesale power-races-available-to --
ciziestunder- preferensialiallocations frontfederally ownedihydro~~
electric projects.” Eaving lower finamcing costs’ thani do-g zivately
owned prblic utility corporations-and not-bkaving topay fmeomeslln
Taxes;- ¢cities are”sometimes able-to-deliverelectricityvtoither "t
residents and businesses within-cheir boimdaries: at-rates:lower’

than chose” that the pedblic’teilicy musce charge. > But to.be-eli -b

Zor preferential allocations from federal power projects, &
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mun.c ipalicy oust.own.its own-discy ibucion facilities, and must: -
accept uzilicy.responsibilicy. to serve all.present-and future: [ -
custozers in the: area ic.will.serve.. Lacking-its-own transaission
li:es.ga;qizyg;sualgygpgysgqge,area;publig7u;ilityh;orwheel the
federal power, from the-federal project-source.to-the, elty’s.
Cistribuzion limes. .Then, to.fully meet its-ueilicy responsibilicy
the :‘C_:',‘_"..y : “urther comtzacts.with. the area,public utility:fox:a.. ..
wholesale purchase To make up 2ny. supplemencal powerisupply. iz will
TequiTe over: and.above its Zedezal -allocation.. Ia.zany: i:.xsr-ar;cess;
his places upon.the, .area.public.ucilicy Che-reguizenment thaz-ig..
have available peaiing period capability. .- - ..o t: = -0
.-z .. =2 Galifornia a municipal corporation.is empowered to
acquire, CONSIIVCT, OWn, operate;-or lease any.public.utilicy: . -
(West's ann. Pub. Util.-Code Sec. 10002). -Thus, Redding:has the::
? power. of eninent domain to acquire by court. action, the~electric - .
dis:ribuzion;and;s::eec.ligh:ing,faciliciesgwichin¢anyﬂareaﬁannexed
to:the-cicy.. Furthermore,-each annexation and acquisition oL . - -
elec;:ica-<facilitics;en itles-the~city To-a. .a—ger«share OT~ >z

i allocation of-any Zecdexal:-power: which: becomes available:the.next...

. concract:period.--Under-such. . cizcumstances, - in. order £o:aveid: ...

L]

condennation. suits,. and to.conmpromise-possible. expensive . --. . -

P BN

s‘l

Il—J

.
iz

S

[

gation, . ghe public.utilicy- corporation.involved. with.an- ...~

- - - , .
oo - . - A e Sy et e o e e ey e e e g e e e
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IOVNLIVADPPENDIX B

annexatiod ‘area ‘§imilar ‘To - the présent situationis Ofter m.nzng

©o -sell "Ics ‘nvolved ‘Lacilitids to ‘the A ity by dirécs megotiaty fon

-~

and comeracT. - CVIL MAIOUTLL LelTYAL

- oma

SefIEoL i CiSueh tis Vehe ;‘r’foéedi.‘:é’-’ Seing -folTowed tere " Rather -than
prodeeding ‘by -eninent domaim, ‘ixr ‘the “interest of ‘saving boch -time
and “Legal ‘expense; Reddizg and ‘PGEE have '*ag‘éééCFEupdﬁ:- -tHe‘price ‘gnd
have -contracted “Co perforn accordingly. - There ‘having been ol -

- opposition to the application Administravive:law Judge (ALJ) Weiss
proceeded ex parte and, after close oI the protesrt_pexiod_in_the

Com-ss..on s- Ru.:.es o‘ -Practice ‘and ?-o_cedu..e sebnic ed_fh:.s &

e .- ..,.~ .._.,._m O

. p*oposed dec on te” '“e Qomm-ss:.on.

Sl Inc‘dent&l to che c*avs:‘:‘er Nt"'ansac zon-wa.s”:he“act that

aw .
.-ﬁ,v~.. ﬁ.‘....—- Lna .-'-d': ‘.v.-‘--,!‘.l,‘ [ >d....;. '---a-u.

the puzchase price cont-a.c.ed U\.mon “Between Redding "and PGEE -

Do
Tl e e e - o

ce- base val lge’ o*' “the - p"ope"' y r:o -be t*a.ns‘er*ed -"-*we‘ dete-m ned

PSRRI - -

clx..ded ‘a’ sz.bsca::::’.a’ “increment ‘over "The - net’ book 0T dep ciated

L Rl ol S R L el T
BT e :..,_..._-n.. PO - SLGIITALR

_-.‘--—.-.- - U % -a“.»-wﬂ.w u-h‘- S

.hac -‘ze ..ss-e o.. -wbo e wves or: q- "’-xe\*az:epaye 3 's‘bo-:..‘.tc_l

"ece-ve any va 'zs wh‘ ck‘mav be ~-ea.1 zed o"x *d..spos ionm- o‘ ~t ilicy

. [P S a T
- e e por) PRGN T e

'.p*'ope::: w'g.:’.ch is- o:~has been mu e~base s._‘zoz.]‘.d be add'essed ToTre

e . e T
- o -

felly. Acco-dinglv in 2" compa.m.on “matzer: r.nvolv-“-xg thetsade

~
- ...-.aa‘..-"t-.! -

issue, Aop.‘.’.:.ca.::.:.on (A.) 83-06-11( ia Dec:.s..o-z (D. )’ 83=-06-096 dated

e o e

P o PN SRR ...v-..

une 29 1983 (A-ca..a-'«>c&’=‘) we defe ed —eso u: on of the*«-ssx.e

'F"‘HA' D
- - u-l‘v‘«mh\-

ancj. §~. ected t":at t:.._s Reddfﬁg-?c&"‘ proceed ng be *eooe*xed—and the

£y Newn ,m'-—-
-~ - IR M PR VAR Pt -dmw"

W CLEL YL P N " " N AT
REPR U ... SRR . - - . ot PPN e, TeInauc
. - -

-”§55u§f§ - dd*essed a,.:f:e. _prqvidmg ooportunxcé' ‘or“brie ng.
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Thezeupon,: the ALJ issued his Ruling .Reopening the Proceeding Lo
Obzain Briefiag on.July 26, 1983 in this.Redding-PG&E.proceeding.
In adeiction to the parties directly invelved,.an.. ...
“Aavization for-amicus. briefs was mailed.om July 26,.1983 to a broad
-array % organizations -and entities who.it was-beliéved might. ..
_pazticipate.?) . 3riefs were requested by August.i9..1983...The-

Comnission received -briefs Irom eighz :eqpondents._L: Although

Specifically invited and -urged.To participate, a-half dozen.cities

o - p—

P

. B -
a .- o - Lo s aw ¢ -

oo B M

3/ Apart from:-the immediate parties, -imvitees.izcluded.all ma;o*
California gas, electric, and water uvtilities; the California
Water Associatiom; the League of California.Cities; the,f-u
California St'ee lighting Association; cthe offices of the city
-attorneys of -San Francisco, Ukiah, Arcata and-San:;Mateo; Towaxzd
Utility Rate Normalization (TURN); the Pacific Lega
Foumdat on,-aad:the.Couz.y~thSa;m¥a,eoﬂ¢ C e

"

I -
DT '

o L

;Sﬁx -zespondents -took -the position :ha:;as,atma:ter,ofﬂlaw,ﬂ,
irness and logic, utility property belongs to the utilicy

- aad its, -nvesbo's and .ha- -any-deterzination to tle. con:—a*y
wotld imhibit sales of wtiliczies as well as ser iously and
adversely affecz-sales.of. L*xlzty stock -and .bonds. Two of.-
these ask that the Commission reaffirm continued adherence to
_theﬂtime,:es:ed;principlesﬁcodifxed~-n-bn-_ = Systems.of. .
accounts. One of these *ecognized that Special cizeumstances
could Tequire departure. from- those principles and. .accoraingly
reconzend disposition oz a case-by-case basis where such
cx-cias.ances ;Were present:to. arrive at an-equitable ...
Teso ction.

- - m—’-.‘
el w il -,

Twe *esoondents (one a jozn: 'eSbonse by WO cﬁc-es)
Tegi ste-ed oo;ec.xon To -what .hey c01s-de*ed to beanst .~
inappropriate venicle to determine These issues, and then,
after co*te“c.ng that enizent _domain was-not rel evans, .. -
proceeded % dependeﬂt_y. The joint respouse, relying Lpon 2
1673- Zederal ‘decision, contended-that rate. base~pr0pe Ty, gaxns
should go %o = 'epaye*s, except in special circumstances, while
pointing tp.che guestion of which zat epayers. Txe second had .

P $: 2
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‘and ‘one. couaty "joined by ‘the League:and The ‘Streerlighting - . cu?
Assocfation elecced 'as ‘an ‘alterndtive Lo write legTers ro-Ther -~
Commission voicing objection o the deciston: by’ the' Comnission i
'THis ‘proceeding to aveid.over  judicializarion Inm favor oL v...nmy

- proceeding wnder. Izs .ruledmaking authority by way:of briefsi: Tpot -

Teceiptiof the Dbriefs ‘the matter was-subaittedots wnl Lot firid

o N UL

Discussion T L To.ILI TunIt IT SLLISTOSYLL LAULDAnNT L nTonw T
:

. - I
- I T L IR S FOR - R

c I TUSpeblie ~Urilities »(PU) «Code Section 851 sprovides 4havno
public utility other than-a.common ‘carrier-by srailroad may sell the

'whole or any part of.itsisystem:or property luseful iz thens. .ty

. - performance’of its publiciduty without:first obtaining  authoriza-

--tion' to do:-so:from-this-Commission. .In-transferiproceedings-.the

Sunction of<the! Comnissionsis - Totprot '::and:isafegua:dfsche':_inte:es:s‘

of che public: -The:coacern is.To prevent:the-izpairmenttof.ther

. e - ; .
L . m - ol T N - - N I
R AT A I v s w o e . w P " -

; “ e -~
\\....,-.,.‘u‘r..a.rh. bh o e e e e o N

47 (FOOTNOTE 2. CONTINGED) - - ;—»\ moemocilio L e
. no position how p:'oceeds s‘*ov\.ld be ated uncer dif e*'em:
c:.rcxr.s..a.nces buz-obiected” To- sale” o‘ "ded* ted ‘Zacilitiestto
.. pudli r.:;. ies at reproducti T cOST _ess dec*ec.at-on
cozten cwajustUen zichzent, - g PN

Pars c.p ing "espo ndents were: Califoraia’City/Couvacy -~
Streec z...g... Association, Southern Califm-n;&:d;somComLy.
?G&Z, California Wat e- Service Company, .San Gabriel vall X
watex Compaxy,: Cali{fornia-Water Associati on”*‘c-eax~0aks~ ka..e"
-Cozpany,’ anc cthe. cl ..y and County of San-F anf." sco/ Cz..y of San

T .
et m s T e
- o

- -
. o -.--”,




public servie e: by.-the .transfer. of: weilicy property -into; the;hands

of companies:.imcapable of performing: an -adequate sexvice a%-.: ..
Teasonable xrates: or upon terms, which will bring .about. the same..-

wndesizable xesult (So.- Cal. Mountain Water-Co. -(1-912)..1.CRRC 520).

PRI

Therefore, we want o be cextain that the purchaser -is .financially
capable of the acquisition and .satisfactory operation thereafter.
Sut where a nmunicipal corporation or other publie entity:is.the:

prrekasers., these considerations areless compelling. -«Public

“ragencies. may be entitled :to the:presumption that they axe . - . .

c:edi:wor:hy;and:will;ape:ate the-peblic.uctilicy-systen in & mannex
~consistent with. the public:interest..: However, that-presumpiion, if
applied in. any-given-matter, is rebuttable and:we:retain the-vital
~aad ~substantial  authoricy: o‘,aup*ov ing~the-transaction. -If-.. -

necessary; this: Comm-ssﬁon-nay grant fts:approval sudject tor o

concditions reasonably calcula.ed to protect the public interest.

Tustiz Water Works, Decision 92360, Application 59671, ‘4 CRUC 2¢

427 (1980) p opxn-oa at 12 (limicac ion”on“-ace"iac-eases and

o e - =

ate‘deé.gé) 5/ nad e .ay ce:ta-nly exam_ne t@e ?:;cé ag_eed

vpoa between the’ public trils iy andche publict agé cy zo: Qe*e_m.ne

PR

Lts. reasonableness.. .

P N - -

Lt e
L e T P T

__/ One co;-._has eld s Bat! ahpub;.c age“cv aay pu:sue a

- condemnasionl act-oﬂ “should. the Counmission Impose con ::ions
Lnaccepcable to iz.  Peovle’ ex rel. Public Urilizies Commission
v. Cizw of rresno, 254 Cal. App. 4¢ /o0, 8% (i99/). 1ihe
CaliZorznia Scpreme Cour:s Rhas yet to consider this question.
3us c-., PU Code Section 1759

. =10-
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In this proceeding, the city :hasiagreed.tolassume the

tilizy-obligation to-provide.electric sexvice im-the annexed
rrareas. - The-city -will bold (PC&Z :karmless from anywand-allk:liabilicy
:arising Ifxowm axy -failuze-of :the (¢ity~to .perform these uvtilicty-.c
ooligazions. :'zbe.ﬁc:‘.::y alsc ‘zccepts xesponsibility.for any .- = -
liabilicy-arisiang.out of the-latent PCB -potextial... Those customers
withsline-extension deposits will have: he;balance Tetuxned by, PC&E
after  the .city.assumes :ownership.- :The ;through circuic lines -of
PG&E in. the-80-6,80-7, and .80-8 areas annexed remain «mafiecred.
;.- : The purchase price-zeflects replacement-cost:less . ...
. . depreciation-of the:facilities being -sold, -and: sas ag:eed be
:the:parties. . The:parties . assert :that -theix agreement; isfair;tjuse,
. andrreasonable both as:to:the -pazties-and to-the:-customers,: =

_.azlected. -We-have: examized the recozd befoze.us and-hold.chat the

[N}

puzchase.price is:fair, -zeasonable and not. adverse'*a-*acepavers.

I... The Cavnital Gains Issue..~r =/ ,~:s: or ~uozvcl da wz om0 ln

fe
- S e - e e e e e an e e e

i ,;‘The:e:remainsf:he;issﬁehwhich:wefdirec:edﬁzoape:b:i Zed
in :his:p:oceed;ng:_fwho;;:he investor or-the.r ce?aﬁer, should
Teceive any. gains which may. be Tealized on Cisposition o- erilic
property whick is.or has been-in :ate;basgz;;szbecame;appa:ent

. ~Zzom. the-bx iefs that resolution of the;issuefnecessa:ilxﬂinqq;yés
conside:a:ioq:of;therincer:elacionship‘pfﬁfundamen:alchncepts:

iavolved iz ratemaxing and.ownership-of property,.and: Theis o s

application to a spectruwm of situatioms.

D =11



A.83-04-37 ALJ/DV/ICG/WPSC

- -, APPENDIX B

PR

P

I AL Gemeral 2wineivles: oo cnlzowztus wlinn ol

-

-wxunnn Intthe private or tfree -enterprise isector - although- v
¥I. absolute econouic freeédom ' is ot possible, -generally:speaking; -the
owners oI a business aze free .to ‘set prices -and dispose of-their
PToperty as ‘they .choose, ‘subject lonly To the iconstrainTsiof. ..«
- rcompetition and:compliance with ‘antiTrust laws: . The: Sell risk.of
- gade loriiloss fronm-the -enterprise -lies -with .the entrepreneur.:.He
Sets prices-To recover not “only all “hisicosts; depreciation; and
. ‘Taxes, but ‘alsoalreturn onthis ‘investmeat. ‘Furthermore;.he:.lt

expecTs -To ‘earn ‘onthe “changing -current:fair valuevof that

investment.  If.there .ls inflation; - his-prices advance pore or:-less .

- comensurately with therincreasing ‘value.of his~investment<and are
set toalso .recover ‘his increasing:-inflated costs.-ShouldThe sell
7Tall oz ‘parc-of his tusizess ‘or its’assets; ‘after he paysiche-taxes,
- -gny-gain Tor “loss is -exclusively his. - ‘Eiscustomers-have mo-right,
¢laim, or obligation to share in the profirs, gains/tor losses-
cwhich may resvlt:: The'risks-are all: the.eatrepreneut's.
7 .On"the~other “"hand, wany public ‘wtilicyenterprises are,
" ‘although privately-owned: and -masiaged; monopolies-operatingiivee.
from-competition -and anvitmist constraiats.”tAnd Iong-rago~ lit?
" experience “cemonstrated -chat these-énterprises cannot belefr Eree
Zo ‘opezate-unrestrictedly ‘under.the price-profit system:viIn‘the
public:intevest they ‘must be-regulated;and the-key £o suchiv -

- R ) -
e e e Tl el U e
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- uw: o v LonLn SoLnnm el VLTS OOTLILOS LA
‘Tests in che auchorz y of *egulato*y body such as this

- m~ rma s T .- Jﬂ,-"‘"m .,-
N B 'A-J.. ...tmu.- ) .

Cozmission =6 de:e*mzne the rates they will cha’ge and che ?- oits

which" .hey may 'easonablv Cearm. T U TUTRHE SR emmessm o miedEs T
WnIWL LT ownDo Ton roillnnse Lxan ST ht"ﬂ‘
ze regulatzon hHis recei ved bozh ez it-czsm “and olau
Srom the invesms ent “éommuns ;v. 0z iJé'one hand, = emak'ﬁé'_s )

'crii;c;zed as ‘a2 ¢onscrainc of ea:nings i domstraist which is

- " I . L
RV RN

anathematic fo che ‘“ndane“tal Pr~n¢lples ‘of free ente*przse;' o

1 "
- Ly~ PR PPN . -r-‘ -‘-—.e,.-\_,-»-.-..».

t

,,,,, -
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- ‘entitlement: To' the Value’ o theit property beyond its original cost.

See ‘Democracic Cenzral’ Commitree - Susva’, at 802, also) Federal -

Power Comzission v. Hope Natural Gas Co., 320 U.S. 5977 (1944)%
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original ‘cost ‘begs the allocarion” question.” “‘Under that analys..s.
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placedwupqn che u:xlxty s cwne-s.

See _e. g.. PG&a Tuolumne COurtv

o SLLYI e VLI taTid. T N pw = e
Purc~ase Ag~eement Dec .sion 83—12- 6& npplzca:-on 83—08-13

) Q?UC (1983). Upon suc“ .& sale, there is no lega

““““““ PR R R '\_\.r\_.-l BRI S = ,,‘... pyipe IR

-og-ca* o- equ zable bas-s upon wh-cn :o hold the company’s ‘0rne*_

[ T DL ol B - PRNEERSA St SR A O L VAT ST

'azepave*s -espons‘ble ‘o* capﬁtal losses wbxc* nghc acc'ue.

Since sha*eho de“s bea- :he ent_- sk of loss .Hey”are enc led
o the en:;:etv oL any ga_ﬁs as we;l unde’ g “1sk analyszs.mwm
As a2 exanple a publ ¢ enc y condemno' :ay pc*chase t

A w e P \,.'J-\.s..-- ...-..-a......A - T - - -

:%;:'y § assets at a ‘ag* ma:ket value es ablzshed unde* JLSt
s

compen xon p*eceo”s.{ va:he p:;ce pa~d -s below book value the
wiillity’s investors have no bas.s wpon, w“;ch TO reguire, :he*-ﬁ
£

OT2er ratepayers.to compensate thew for the loss. .The sale has

123

complecely” seve*ed che**ela.zonsn;o between” the shareholder and the

T

atepayer. Conmsequently, sha'e“olde's are entitled to the Zull

v - Lk . - e

-gn: o* aay. cao a~ ga:ns acerus ng ‘*om A ’*quzggcﬁog sinceﬂ;hey

i N e

bear cthe eatire burdens of :b sns o-_z ves*ne'c,;n_.“at ;*-cum-

stance,
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3. " Adifustzents To Original Cosy "

PR - .

. Iot-some Ynstances, Tate base” Ls compuzed upon Orig -12"'“’

cost after- certain adjustments’ are madel.”" " Exinent’ a.:::ong such "

T -

adjustuents gre- disallowances Sor .np'uden expend‘."ure% leu

-~ -

expenditiizes whick Could- have and” should” have ‘been” avoided” o"v"';"'\:""

A re 3
* o " g e e b

Teduced throughk’ the ‘exercise’ of- due” :zanage-.. 1 care’ and expe*t-se.'

Vome e e

Since ¢isallowsnces are wholly bozde’ by teility"s”shaFeholders.” tme

question-arises as to- whether shareholders” 'éa:‘é'*’ encizled to° capiral’
gains allocable upon- the' basis oL thése  manifested risks 0¥ 77° -7
investoent.”  Fraged- andother way,” the’ question is,” “Do" the” "eqi:’i’cé.blé

e D il

DT ing i-p:.és'-" which" €orm- '*;'.'::é" bésh‘.&"'bf” i‘.f:é‘ isk” .."zeo*'v of a.z._.ocac..ons -

N LT
e G e W

Clearly,“the answer is no." "~ """ - Do SEEEE R

+In the disallowances” case, it tan’ hatdly” be’sald”that “-

BN
- -

shareholders are entitled Co some reward Zor mana.ge:-.él ..mprudence.

Such a conclusion removes one iIncentive TO act prudent-ty‘:‘- Mé::e-

over,” a”disallowance ifi- this-Contexc' is”iavendad to°ba 2 harsh and
Tpenalty.. It represencs thecomplete-excltsion ofteapital”
" eonpani s° operazing” Festlis®£or the”cobpany's”entizer i
“There i3'$imbly-no good reason-i6 save invesfors-Srom-the
intended effect 0  the disallowancel - “No~ ga....s feed” eqx. ably Be
diszriduzed té-Shareholders’ who have bothe thelds sallowa“ce.” §

R Cu o, P e R
Vol KW e e e
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There are cases which may justifiably be rreazed

d;:fe*en.ly oz tae disallowance exazple. . In some.cases,

v e e

L:.l~:.es aTe, bongﬂ._and_sold at a price _gzeater than. book wvalue.

v

in t ose cases,« e Comn;:s.on has he;d that rate base and. rates

e e P T

shou.d noL Ve, a:fec:ed Dy, the transaction. and tkacl,. therelore,. che

new owner's "original cost” should be ¢iszegaséed in favor.of. .

[

h-sho::ca’ cost, less. dep’ec.a:.on. ‘Toe: cifference,.or. "presium’-

JE e T A

‘De*wee" the Swo. va_ues is. zecorded as an "acquisition adjustment! .

and thereziter igmored- for regulatory purposes... Althougb.not given
Tatenaxing recogaition,. it camnor.always. be. salc. thal thispremivm
is imprudexnt. 3Thgs,(upon a_subsequent sale.ol.assets, we coule. - -

equ;:ablynperm;: 'he new gIoup oh sharebolders o -receive gains . -

comzensurate with their Tisks of investxent, i.e., . the predium. .. -

justifies shareholdexs. parzaking of. soze.parT: of the gains fxom a
sale‘ofkassets.v_rlha, et e emima e = e e e m o o

- . . JFTom the above discussion,.we inZenc I0.-DakKe &lear That.-

v et e - -

zisk a_a ysis requires.a case-by-case.assesszent oI whetker. iT:was.

Tepayers or sharenollers Tlat boze . The.xd isks.of investmenz.- That

inquizy.is.one oI lacts and.facts will differ.from sale-to sale. -
Clearly that inquiry will -equi:e the exercise.of:this Commission's
judgment iz bal a,c _the equities oi.che.facts at. hand.. We will.
expect the parties involved to address special faects and

cizeumstances bearing on the risk issue (such as unorthodox

~24=-

- s
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3. - Adttoents To Orfgingl Cosy " ¢ vt T

In-some instances, rate base 3 s‘compu.ed upon o*zg.na’

cost after cerzaih Fdjusthents®are madei’’ EnTaent atong sueh - -

. A
T T R -‘pr -~

adjustﬁéﬁthate“dié&fldﬁiﬁ&é&“f&f“inp*uden?‘expend“'u_esL”i'é;ﬂ' o

expenditures whick' tould’ have and should” have® been- avo;ded CorTt TR

' o, -
a e vo ¥ o —-—_ O

Teduced: through the  exereise of due” managerial care’ and expertise.

Since disallowances are wholly borde- by* i:‘:‘i'l‘i‘:y*' s” shia.i-%ﬁomae‘:s‘;' " the
W e e ;

antizled to canital

o - [,

gains allocadle wpon: the-basis of" these manifestad” ri sks‘b-‘““ﬁ e

investaent. - Frazed az o;he**way; the  question’ .s:‘“Do‘the equ.cable
principles whick  form- the- basis of the risk” Theoty of al;ééat;ons

D N TV ol L o R RN

Tequire shareholders to be  compensated” for disall owances?® T

v L e Al e o

Clea:-.v-":‘th.e &%wer is n“o:l‘ i Tt T T A rem S e W el TN T

an s - .

©2I . Intche disallowances case, 4T cad’na¥dly’ be’saic” thart < -

shareholders are entitled to some reward for manage:ial‘iﬁprudeﬁqe:

- n...,.

Such a conclusion removes one iacentive o ae: p*udentﬁyz Moze=

over,~ a“disallowance in-<his-context’ ".ﬁ:éﬁ&é& 0" bata harsh and

exac:ing penalcy.’ I:%répresen:s”:héfcbmolete“é&él&éioi;ﬁ;"éépi:al‘

R

the compan v-s operating “zesilisTEoT che” com?any S enti

L

Ristory. -There’ i$ simply-no good reason o sé%e esto f:oa*:h
incended~effecz 05"
distribured- zo-shareholders™who have borne 'the-ais

R
Cle -
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Zinaneing ‘arrangements or: disposition of najor portions- of systems)

iz order to-assist us iin' this ~task., = Is lis wor our intencfin this
decision ‘To adopT @ rigid policy: we ‘are merely confirming ams: Tt
existing policy -of risik/analysis and Tequesting cthat “whese ‘isstes’
be addressed Iz applications €iled pursvant: To P Codel ¥ ~TuIITINT
Section 85%.  Furthermore, we do mot reack the question' 'of whether

the WTilicy -should be awarded some! increment or Tee Lor successiul

negotiations ‘resulting in ‘a‘gain or ‘pemdlized -foriuvasuccessful ones

resultizg:in' a:-Zoss. - The Issue wis not” addressed by any party o

-y e . - Iy - b‘ [P - - -~ P s . -
2is case wor filing 3 brd CEET LLmEDT AT
v . ; T N - -~
'“D’_w...»'::& -~ Slaeaul el - - -
R———————

e nnThe LY ‘tric service gy “TLULT

proposing ‘topurchiase
Sistribuzion £ $T s rransmission
facilicies whi ceility™ & hands.ot ©+
subject diser sy

acilities woule 02 T City ©f Redding.
Usdew thesecircumss, Transser o cus:ome*—s, the

gueszion arises as O whei..o oo sale constitutes & saletof .l
property or a liguidation. We comclude that iz is . sale of izt
property and ‘that, therelfove,. ratepayers should’ receive: the entire

- e - - o~

gains accruiag:from The! 'transaction. '/ I--170 L.oTTLTLLLD IC LI

=225~
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Loie:oco o AS.moted. above, the.severance of the zelationship :between
2 veility and its Zormer customers -which marks: a liguidatiom-~c -
ordinarily -leaves the utiliy ~risk foxr. any -losses.:
accruing Zrom The sal,e: ©f assecs. . ,Al;g‘:hough';-in- this:case cextain::
customers will.-leave PGEE's.-svsT B,. we. 4o not: £ind this. to e '
dispositive.. The qu Jher. -1t was. solely ithese .-
Tatepayexrs who boy, - Thel.answen LS. NO.. -

s ',‘ ©Of PC&E s cintegrated
electric- syster s,c:ez:e}.sys.te_m: withs
separate reven ter.,. as. part.0f the:

waole, these fa E"S. ea.ec..ﬁ..c Zate-

Payers in geneza. .Just.those who will be ‘

zansferczed to zhe, &t zisk for. che investment

then oz Zox ;:b.e:':i K-y e -ZelirementT, - Cor:seq"e:z:_m,

nold that the genezal body o:IP Z'"s electric Tatepayess are . -
eatizled o the xains -aceruing -rzom the instant: sale..: 2G&E will De
required TO Tecord- the gains: accruing £rom -chis transaction A an
3appropriate operating revenue accounl TO Teflect ;.t:.‘zé-.::acepayé:'s"f-

ziitlenent O these gains..

Tindings 0% Facst .

- - PR e e e e w e

vl leds 2G&T provides public. veility electric serviceqis

areas oI California, inmcluding azeas. in -a2nd .abous Redding. .
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-financing ‘arrangements or dispositionof aajor porm.ons of systenms)
in ozdez 'to assist us i this'task.: It/ iis wor our -intent i 3:“.:4:'.5*
decision o acopt a rigid policy: we are -merely confirming ax

ing policy of riskianalysis and requesting’ that these issies
be addressed in applications £iled pursvant To PU--Codel« [I+7Liaud

Section 851, - Furthernore, we do notireach - he".ﬁue'éT: ion' 'of whether

negotiations wesultiag - in & gain or ‘penalized for 1-€nsu2:¢essful ones

resuloing min 3 :loss. The Issue’ was Do addressed by any: parly’ to”

this caseor filing a brief. >.v Lol Linc

- T

l 1D i Disposition o the Caser. Tuw

v The ‘City ‘of Redding provides electric service go TVt
crewstomers “in and about thecity.: 1T is here’ m:opos ing ‘to purchise
istribution Zacilicies .frow PCEE-, leaviag: PG&E" "**an»sm Ission

facilicles which rux through the city int che?-dt~i‘1iity?‘si"—rié;ndisé'.'«' g

. :Service To customers currently ‘seérved by the 'subjecs distridution
facilicies would become ‘the: Tesponsibilicy ofithe' City Of Reddingh
ncer thiese circunmstances Iavolving the'itransfer ¢f c%;s’-t'o’mé"r’s’«.’ the
guestion arises as to whether This sale comstitutes g salenof I
property o a Liquidation. We conclude that itz . saLi

property ancd .that, therelore,” ratepayers should Teceive- the entire

gains accruing-fzom the Transaction. . .Bi. -l
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a Lt*l...cy and. £ _r:fo,:jme::; Lustoners which marks a ;—lz‘;quida:t:':om: S Al
ordinarily leaves, the woilis -zisk :fox. any -losses..
accruing Zrom :the: sale of assecs. «Al;hough‘ A cthis-case cextain:
customers will.-leave PGSE's:-system,. we do not £ind -this. :to-De.
dispositive.. The question remains whether:-it was .solely ithese: .-
Tatepayers who bore The: risks- of -iavestment. . The.answexn IS MO.. :
| ~. ... The facilities to-be sold were ‘pazt:.of RC&E s cintegzrated
electric: system. -.They: 4o not: constitute .2 discrete :system with .-
Separate revenue requirexents and rates.  -Rather, as part . oL :he -

whole, these facilities were suppozted- by PGEE"s elecz:*

payers in gene"a.l and: -those ;ratepayers, nOC just-;thosewho will be .

transferzed to the City: of Redding, were. at xisk for. che fnvestment
2 then .or--for: .cheirearly write-offl or zetizemenc. : Consequently,
hold that the 3ene:aL Sody. oL, PGEE'"s, electric: ratepayers: are - |
) Che gains accruing -Irom the instant sale.:: EG&E:;‘.'#i'l:l‘ be
TecoTd the galns:acerning from .this.t zansactiox. nxan
- .operating revenue account T zeflect:che :ra.::,epay_e:s. ;TL'
. TO These gains.. ' |

e

indiags 0Ff Faers : - - o e e mpimeslomlTwe wmeliaus

il Ve DL e Cae e -

- LR A

.70 levz PGRE provides- publiec utility-electric service in many: -

ateas oI California, including azeas. im-and about::Redding.:.
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2. '*'he c::.ty, a Cali formia mumicipal corporation,. £or some :

P

tizme has_ owned aad ope—a ed an electric distzibucion .system in

“u‘l N -A---- -.'—mi--- o Ry

areas w.:h:.* m...c:.pal l.m:.ts. ,

3. At d:.f‘eren.. t:.mes _wzt.b. Lhe. past .yeaxs,.the cis ~has
'4—"“'-’@ v- - . ..)u:-

a:zrexed( co-po*aced azeas, nc"..c.' ing. the specific four areas

- u4~‘o‘
............

wh.c.. are _he sx.b:,ecc of This appl:.cation, wherein che eleccric. - -

servi ce or :he oba.z.ga 0] To provi d_e electric service was the

Obl gat,..on O-'PG&E. IO OSLluBSTIoon. Bion o Lnr oD oTilicsoniu ol

o a.n the ..:x..e'::.n Since annexation, ?,C&_E_;a.s_;,:_c_o_gx;_;'.a}xgp‘;;p

oS - o ;~-~.-¢.b,

p*'ov:.c:e Area 80--0 wit ect:::.c service, and was. *'ea.dy* if

- e e w

. ’ecx.es*ed e p’ov;dg A:ea.s 80 -6,.80-7,. azd. 50-8. with electric . .%

e e
AR o - o n . PPV e S - LS
. ) « o -

service.,

, .5.- _Ij.*.em_c_i:ya :'. se l‘ kas plans. £o- p:ov‘de The electri service
in ese *oz..* ‘a;_.jeas,,.,;:;d *.a.s contract ed with PG&Z :9;?1,*;9’,*,&,5@ the.

ex:.sciag d s::ibuc ton anc screet lighting facilicies im-area 80-10

;.ngo;pp;a.:euchese“:aci ities. inzo_the city's .-

L3

Tidbution system.,

- '.../eﬂpurc‘.ase p*..ce negotiated bet ween»_he city a:_1¢'~?0&3

Sor ..ac..".:. e_s, ne p—oposed paymeanc o.. met. va..t..e .ples 15% .Zox

-.Q‘-"ss -
LTELT -

adéicions, t Ze p"oposed _payment o.. appl:.cable seve:ancemgos:s,,a:zd
che »ro posed :-o-a ion o" current ad val o*en. .axes constitute a.

e A:i: o~ ..‘,':,'T‘ ST z‘.' . e - . .-w‘L\«‘—\ tir el e
Just an_ reason able compensation Sor.the.tzansfer. . ... .. .o .
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7. PGC&E will comzinuve to own, maintaia, and opera:e cc*ta;n

through 'CLzduit ‘Tires “in ‘the 80< 56, 80J7"hbd 80-§-a“eas. o

. . - -
n-vﬁ\ﬁ

'?1Sbi”The75&fﬁf§££ﬁg'of“éteétfic“se40*dé“f iHe “25ir afnexed

_,,.,‘,,_ ,y,«.-a-~ TR
. b o wr -

areas by the city will not result in fates and cha:ges o :he

czs:bmé%§’df“thé§é”dééés i excess of ‘those pazd’bo PGEE.

., . ...-.c-mu—»r- . ""‘“
-~ PR e

*There <is =o snown~0ppd'i:ion o .he p*oposed sale anc

. . - Ny L
: . T T TR R R R A R AN
e o T Clemen. L mLItosloTny w TL oLl tve g -

- o

10. “ It can’ Pe seen w“' ‘reasonable cer a-ncy chat t“e*e ié‘

""“""' —

20 possibility that the sale and transfer of these par:;cdla-

. -
N -

facilities alone nav “Wave a sipnisi 1&n=' Sect oa che envizonment.

- R g
Ml ¥ e w

TI.I*The'broPOSeﬁ“sa e and :*ans-e- 0f * ,ese pa::;cular
faCilitiesz'cnde*”all‘%héibon icions applicable, would not be

- S
RN

nitially adverse To the public interest.

rown

N s 5 ‘Th 'H-ee custome's -nvo ved

will be refrnded by“PG&E* after” the cxuy assimes’ owne*sazp.

N .

- s ,-o.-uuv v
. -~

-

- v 13 The ansacbzonﬁwh.ch is the snb;ec' of n-33 0&-3

— .
L .....-..,.:
L e - -.,..-..,-,- _~,

involves‘a’ Stbstaﬁt a;‘.ac*egen“ over’ the met boon o* dep aced

o e e - el
-~

-,
-ﬂ.—v' P

’

Te Dase value of cthe property o be traasfer ec

e

‘i‘aetérciiing'whéth = zatépayers o* aha'eno*de“s are

- - ‘-—u -
,-.—-4)» -

zled zo THe" gains or respons: ible“Sor che losses acc*u_wg, ron
sales of-ceilisy-plant :“th:s “Commission, 'hi§t64iéally, has’ appl'ed

. s e - iy g .
""‘"’" ,}...;..«--w e

a tisk azmalysis, ‘ocus-ng 6 whick g*é‘: would’ “ave ‘borne the

responsbilicy foz wrize-ofs" of"a cap zal’ asse* on a’ case—by-case

basis.
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15. Tuze instant transactioniis a sale of prog

than a liquidation; the facilities being:rsaidiwezesupported by
. IPG&E's

Ty, ratker

lectric.ratepayers.as a whole, :mot:just. . those. ratepayers

the areas:being. transferredl:.Thisngeneral body. of:ratepayers.was

i:e-off‘qf:theséifaqi“i ies.
~..v16..:Ratepayers-are-entitled ~co theigains. accruiag

t risk.Zor:.the.early.retirementoozr:

,
:::om-thed
inszamzrsale.: o ol zoT Do Leminn

~Conelusions of Law: Lo

Tz ~Upon compleziom 0f. the sale-and-transier PG&E.should:ibe

relieved ol its.eleccricipublic.utilicy obligasions iznitherfounc:

annexed areas.

L N AN

. - - -~y
.
B e e e a

- o - .y
- -

a - e
- - At e Al

222 PG&E: should . besrequired-tonclassify the~gain.realized .

over cepreciated: book:value ofrtherelectric.systens:involved in:«

is: transaction;. except foxr:-$6;452; - as-operating Tevezte.y

SRk N

[ERYSIEN
.u...-.- w

$6,452:0f thergain to bevrealized Dy PC&E-on thi
*-aetion, T representing: Sacilic

TIrgns-
ieszacqguired without:cost by :BG&Z; 1.

should: be: set” aside. 2s. ardonazed property. fund:for: fuzurers: - -
- expenditurae:by. and at- the.urility's:dis¢cretion to.replace remaiznin

. ey

. or other. acquired: conated:iproperty:as: the useful:ld

donated: properTy. isrusediupass

T
-

Cb4LrvArpeblies hearing-ds not necessary. -

. - )
e Y

2 9.1 The! applicaction skould, bergranted-as provided.innthe nw

Zollowing oxder.. I i L inliILww L. anluivilo nInend

i€e: 0. suck other

e

g T R TN

e
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r. rwnhezsWichinroix:months  after thereffeczive.datesof.this order,
acific Gasrand:Electric. Company. (PG&E) .mayisellrand:cransier tor
.the :City: 0f Redding, ;the-electzicak distribucion.and:street .t I:

ligh:ing:‘aci'i:iesfsec;fo:ch:in:chei:hSeptenberpL7;:L982;ag:eement
annexed TO and =ade a part of their application as ExhibiciB.ran.

2. Witkin 10 days of cthe actual zransfer,. PG&E shall.potily

the.Comnission inlwri --‘g~o :the date-on~wkichithe transfer was

conswmmateds. A true: copy of.the.instrumenctof . transfercshall. be-

attacked to the written notification. e al SRt ,
. 3a Within: 90 days: after:therdate-of-aczual. transfer, PG&E ‘I’

shall.advise.the-Comnission’s:Revenve Requirements:. Division; inu:
writing, of.cthe adjustments:foriadditionsrand -betternentsinade. in
~acgordance with: Zxhibiz.B.annexed to and.zade part oi-cthe. app_zca-
tion; :execeptrthat hesewadjuszmen:swshall;r'flec:f:heusettingzap;::

a donated.propersy. fumd:- to¢be vsed-hereafzer:at. the: discrecion

(41

o
L ToEI2G&E To..replace remainingl or other:iacquired donated:property as
1 -one useluliservice lift of:suech otherrdonated: property: istused wp.
4. Wichin 90 cays after the date. of actual-rransfer,s PGEE.

shall. zmake zefund of 2all: line: extension balances:ourstanding, anc

when ctheselrelftvncs are- cozpleted,. shall adv:se,z“e.Com:-ss_on s

Revenue Reguiremeznts Division, ia writing, of thecfacz. -nowil.li:
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5. Within 10 days of the actual transfer, PG&E shall record
the gains accruing £rom this transaction in an appropriate
operating revenue account to reflect the ratepayers emtitlement to.
these gains.

6. Upon compliance with this order, PG&E shall stand
relieved of ics public utility obligations in connection with
electric sewvice in the four areas which are the subject of this

application.

This orcer becomes effective 30 days from today..

Dated ’ » 4t San Francisce, Califormia.




