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. e:E;O::TH: ?:BLIC U:::~~:ES ~OMMISSION OF THE ~~~~~~~A 
Application or PACIFIC GAS AND ) 
ELECTRIC COMPANY and the CITY OF ). 
UKIAH for an order authorizing the ) 
former to sell and convey· to the ) 
latter certain electric c!istr1buti¢D ) 
facilities, in accordance with the ) 
terms of an agreement dated ) 
September 7, 1983. . ) 

------------------------~------) 
INTER!M OPINION 

Statement of Faets 

Application 84-05-023 
(Filed May'S, 1984) 

. Pacific Gas and Electric Company CPG&E') 'sinee"Oetober 10, 

1,,905 has been ~n operating, puoli'c !ltllity, corporation organized under 
the laws of th~ State of California. PG&E is engaged prine1pall~ in 
the business of furnlshing.,electrie. and gas service in .California, 
although it also distributes and sells water in some cities, towns, 
and rural areas, and produces and sells steam in certain parts or the .. 
City of San Francisco. 

The City of Ukiah (the city), located in Men<:ioein<>' County,' 
is a municipal corporation existing under the laws of the State of. 
California. For some time the eity has ownee and operated: an . ' 

electric distribution system located within its corporate limits. 
From .this system t~e city furnishes. electric service to it's residents 
and inhabitants. 

In accord.ance with its ooligations as a puo'lie utility, 
PG&E has been supplying electric service to approximately one hundred 
twenty-five customers in an area styled. for the purposes of this 
applieation as the Munson-Hastings Reorganization. In 198,1 'theei ty 
exercised. its power of annexation and, oy Resolution 82-45~. 'annexed. 
No. 81-6,' the Munson-Hastings Reorganization area.' r"ol'low,1ngits 
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annexation o~ this area, the city desires to acquire PG&E's electric 
distribution facilities which serve this area. After ae<tuisition the 
city intends to incorporate these facilities into its municipal 
electric distribution system. 

,AecordinglYt on September 7, '983 the city and PG&E 
executed an agreement whereby the city would purchase the poles, 
towers and fixtures, overhead conduetors and devices, service 
conductors, line transformers, underground fac·ili ties, meters and 
street lighting facilities involved within the area annexed. By this 
applica tion PG&E and the city seek an ex parte order of:· the 
Commission authorizing the sale and transfer o~ PG&E's electric 
facilities, including any additions and betterments within the 
annexed area 81-6. Upon acquisition the city intends thereafter to 
furnish the electric service presently supplied by means of these 
facilities, charging and collecting rates and charges not in excess 
of those paid presently to PG&E by the customers involved~ and to 
provide such electric service as may be required in the future in the 
annexed area. Concurrent with the connection of the customers 
involved to the city'S facilities, PG&E also seeks to be .relieved of 
its public utility Obligation within the annexed area. 

The purcb.ase price for the facilities, purport~dly 
reflecting replacement cost less depreciation, is $96,370.' In 
addition, as to any additions to and retirements that may be made 
subsequent to March " 1982 and prior to conveyance, the city will 
pay PG&E: 

a. The net value of the faCilities, 
b. 15% of such net value, and 
c. Any applicable severance costs. 

The current ad valorem taxes for the tax year in which the ~acilities· 
and any additions and 'betterment.s are conveyed will oe prorated as of' 
the conveyance date • 

1 The historical book cost, less depreciation~ of the facilities 
involved is $29,700. 
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The city has been advised that certain of the facilities 
involved contain polychlorinated ~iphenyls (PCBs), and: the city has 
agreeo. to hold PG&E harmless for any and all liability arising from 
such substances, or from any failure of the city to perform its 
utility obligations to customers in the annexed area. PG&E will 
assign all land rights and property interests for the facilities 
concurrently w1th delivery of the deea or deeds. 

The 1'0 residential and 15 commercial customers 1nvolved 
have produced for PG&E an annual gross revenue of approximately 
$96,000 and $51,000 respectively. PG&E holds no line extension 
deposits or surety deposits for the customers involved. 

Notice of the application appeared in the Commission's 
Daily Calendar of May 10, 1981+. No protest. has been received. 
Discussion 

While most California communities o~tain their electriC 
services from privately owned public utility corporations such"as 
PG&E, some Cities prefer and are a~le to invest in the ac~uisition of 
their own electric distribution fac1lit1es, and thereby are able to 
take advantage of low wholesale power rates available under 
preferential allocations to cities from federally owned hyd.roelectr-ic 
projects. Having lower financing costs than do privately o~~ed 
public utility corporations, and not having to pay income and other 
taxes, cities are sometimes able to deliver this federally derived 
electriCity to the residents and. businesses within their boundaries 
at rates lower than those that a public utility must charge. But to 
be eligible tor these preferential allocations from federal power 
projects,. a munieipality must own its own electriC distribution 
facilities,. and. must accept utility responsibility to serve all 
present and future customers in its service territory ... Usually 
lacking their own transmission lines,. cities customarily pay· the area 
public utility to wheel the federal power from the fed~ral 
hydroelectric project source to the City's distribution lines. Then, 
to fully meet its utility responsibility the city will further 

• contract with the area public utility for wholesale purchases as 
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needed ~o make up any supplemen~al power supplies i~ will require 
over and above its federal allocation.. In many instances this places 
upon the area public utility the ~equirement that it has available 
M.d ca~~y peaking pe~iod capabi1i ~y. 

In California a municipal corpo~ation is empowered to 
acquire, construct, own, operate, or lease any public utility'~(Wes~ fS 
Ann. Pub. Util Code § 10002). Thus, Ukiah has the power of eminent 
domain to acquire by court proceedings· the electric distribution and 
st~eetlighting facilities within any area annexed to the city. 
Furthermo~e, each annexation and acquisition of electrical facilities 
serves to entitle the city to a larger share or allocation of any 
federal powe~ which may become available at the next· contract 
period.. Under such circumstances, in order to avoid condemnation 
suits and to compromise possi'ble expensi ve I.~itigation t~om such 
SUits, a public u-::;ility corp-ora.tion involve:: with an: annexation area 
similar to the present situation is often wi:'lling to sell its 
involved facilities to the city by direct n~gotiation and contract • 

Such is the procedure being toll owed here. Rather than 
proceedi~g by 'eminent domain, in the interest of saving both time and 
legal expense, Ukiah and PG&E have agreed upon a price tor the 
:f'acilities and have contracted to pel":f'orm accordingly. There having 
been no opposition to the application, Administrative Law Judge Weiss 
proceeded ex parte a:f'ter close of the protest period provided in the 
Commission's Rules of Practice and Procedure. 

Public U-eilities (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:::l. or property useful in the pe~ormance of its 
public duty without first obtaining authorization to do so from this 
Commission. In trans~er proceedings the function of the CommiSSion 
is 'to protect and sa.:t"egu.ard the interests of the public. The concern 
is to prevent the impairment of the public service by 'the 'transfer of 
utility property into the hands of parties incapable of performing an 
adequate service a't reasonable ra:tes or upon 'terms which will bring 
about the same undeSirable result (So. Cal .. Mountain Water Co • 
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(1912) 1 eRe 520). !he~efore, we want to be certain that the 
purchase~ is rinancially capable or the acquisitio,n and' satisfactory 
operation thereafte~. But whe~e a municipal co~poration o~ other 
public entity is the purchaser, our consideration is somewhat 
dit".ferent. 

In this proceeding, the city has agreed to assume. the 
utility obligation to provide electric service in the annexed areZl. 
The city will hold PG&E harmle~s from any and all liability ari~1ng 

. . , . 
from any failure of theeity to per.fonn these utility obligations. 

'" . . . 

"""V 

The city also accepts responsibility for any liability ~r:1s1ng out of 
the latent PCB potential. 

The purchase price reflects replace.cent cost less 
dep~eeiat~on of the facilities being sold,..and was agreea upon 
between the parties.. The parties assert that their. agree-men,t is 

.., 
, . 

.. 
, ' 
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fair, just, and reasonable botll as to the parties and to the 
customers affected. We accept the purchase price as fair and just 
competlsation. 

There remains the issue who, tbe investor shareholders or 
the ratepayers, should receive the apprOximate $66,670 gain over. 
original cost less depreciation which is being realized on 
disposition of tl:lis utility property which is or has. be,en in ra.te 
base. This issue is the same issue being considered in ongoing 
proceedings in Application (A.) 83-04-37. Rather than further delay 
approval of this sale and transfer transaction between Ukiah and 
PG&E, by this interim deciSion we will autl:lorize its consummation 
while reserving disposition and accounting of. the $66,670 gain over 
depreciated original cost until our resolution of the gain issue in 
the A.83-04-37 proceeding. 

There was no opposition entered to the sale and transfer· 
aSJ)ect of this proceeding, and tl:lere is no need to set the matter for 
public hearing. The information contained in the application 
provides sufficient basis for our approval of the sale and transfer, 
and the sooner the sale and transfer are approved, the sooner the 
customers directly involved can obtain the lower rates and charges 
promised them. Accordingly, this interim order will be made 
effective immediately. 
Findings of Fact 

1. PG&E provides public utility electriC service in many areas 
of California, including areas in and about Ukiah. 

2. The city, a California municipal corporation, for some time , 

has owned and opera ted an electriC <iistriouti.on system in areas 
within municipal limits. 

3. The city in 1981 annexed an unincorporated area which is 
the subject of this application; an area wherein tol:le electric service 
and/or the ooligationto provide electric service was provided oy 
PG&E. 

4. In the interim Since annexation PG&E has continued to offer 
• and provide electric :!.ervice to the annexed. areas. 
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5. The eity has plans to provide the electric service to this 
annexed area, and has contracted with PG&E to purchase the eXi,st1ng 
electric distribution facilities in area 81-6 and will incorporate 
these facilities in the city's electric distribution system. 

6. !hepurchase price negotiated between the city and PG&E for 
the facilities, the proposed payment of net value plus 15% for 
additions, the proposed payment of applicable severance costs, and 
the proposed proration of current ad valorem taxes con$titute a just 
and reasonable compensation for the transfer. 

7. The furnishing of electric services in the annexeaarea by . 
the city will not result in rates and charges to these customers in 
excess of those paid to PG&E. 

8. There is no known OPPOSition to- the proposed sal~ and 
transfer. 

9. It can be seen with reasonable certainty that there is no 
possibility that the sale and transfer of these particular facilities 
alone may have a significant effect on the environment. 

10. The propose sale and transfer of these particular 
facilities, under all the conaitions applicaQle, woula not be 
initially adverse to the public interest. 

'1. The transaction which is the subject of A.84-05-023 
involves a substantial increment over the net book or depreCiated 
rate base value of the property to be transferred. 

12. There is no reason ~o further delay authorization for this 
sale and transfer. 

13. The gain in the sale price over net book value when 
realized by PG&E should be held in a suspense account pending 
resolution in A.83-04-37 by the Commission of the issue who .is 
entitleato the gains or responsible for the losses accruing from 
sales o~ utility property • 
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Conclusions ot:, LilW 

1 • Upon':::':completion of the sale and transfer PG&E should be 
I 

relieved o~ its electric public utilityoo11gation in the annexed 
area. 

2. PG&E should be required to defer classification or. the gain 
realizec1 over depreciated l:>ook value of the electric facilities 
involved in this sale and transfer until further order of the' 
Commission. 

3. A public hearing on the sale anc1 transfer aspect o'f the 
application is not necessary. 

4. The application should be granted as provided in, the 
following order. 

INTERIM ORDER 

IT IS ORDERED that: 
1. Within 6 months after the effective c1ate of thisorder,~ 

Pacific Gas and Electric Company (PG&E) may sell and transfer to'the 
City of Ukiah t.he electric distribution facilities set. forth in ',beir 
Septeml:>er 7, 1983 agreement annexed to and made a part o,f their-, 
application as Exhibit C. 

2. Within 10 days of t.he actual transfer PG&E shall notifY,the 
CommiSSion in writing of the date on which the transfer was, 
consummated, and a true copy, of the instrument of transfer shali~·;;.be 

attached to the written notification. 
3. Within 90 days after the date of actual tranSfer, PG&E 

shall advise the CommiSSion's Evaluation and Compliance Division, in 
writing, of t.he adjustments for additions and oettermentsmade in 
accordance with Exhibit C annexed to and made a part of the 
application. 

4. Within 10 days of the actual transfer~ PG&E shall record 
the gains accruing from this sale and transfer in an appropriate 
suspense account and retain them in that account until further 
Commission order • 
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5. Upon compliance with this interim orQer~ PG&E shall 3~an~ 
relieved o~ its public utility obligations in connection with 
electric servi~e in the 81-6 area which is the suoject of this 
application .. 

This order is effective today. 
Dated. OCT ! 7 1984 , at San Franeisco, California • 
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1.0 0S3 Decision _84 ____ _ OCT 171984 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application: of PACIFIC GAS AND ) 
ELEC'l'RIC COl1PANY and the CITY OF ) 
UKIAH for an order authorizing the ) 
former to sl~ll and convey to the ) 
latter certain electric.distri1)ution ) 
facilities, in accordance with the ) 
terms of an agreement dated ) 
September 7, 1983. ) 

--------------------------------) 

Statement of Facts 
Pacific Gas 

1905 bas been an operating pu 
the laws of the State of Cal 

(PG&E) since Octobe~ 10, 
utility corporation organized under 

PG&E is engaged principally in 
the business of furnisbing ectric and gas service in California, 
although it also distri and sells water in some Cities, towns, 
and rural areas, and pyoduces and sells steam in certain parts of the 
City of San Franciscot . 

The Cityjr Ukiah (the city), located'in Mendocino County, 
is a municipal c~poration eXisting under the laws of the State of 
California. For'some time the city has owned and operated an 
electric distrioution system located within its corporate limits. 
From this sysfem the city furnishes electric service to its residents 
and inha1)i~ts. 

~n accordance with its ooligations as a public utility, 
PG&E has oeen supplying electric service to approximately one hundred 
twenty five customers in an area styled for the purposes of this 
application as the Munson-Hastings Reorganization. In 1981 the city 
exercised its power of annexation and, by Resolution 82-45, annexed 
No. 81-6, the Munson-Hastings Reorganization area. Following its 
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(1912) 1 CRC 520). ~heretore. we wan~ ~o be cer~a1n ~ha~ ~he 
purchaser is financially capable of the acquisition and satisfac~or.1 
operation ~herea!~er. Bu~ where a municipal corpora~ion or other 
public entity is the purchaser. our consideration and approval 
essentially and necessarily are a t.:inis~erial act. 2 And where the 
public entity and the public utility have contracted under a shadow 
of e:linen~ domain for a volun"tary sale and "tran.sfer,~ ha.ve agreed 
upon a purchase price. that agreed upon pricewi~e accepted in our 
resulting PU Code § 851 tran~er proeeediny e1t'aining to that sale 

and 'transfer as f'air and just cO:lpensatio," . 
In this proceeding. the city ~s agreed "to assume the 

utility obligation ~o provide electri service in the annexed area. 
~he city will hold PG&E harmless fr m any and all liability ariSing 
from any failure of ~he city to :-torm these utility obligations. 
The city also accepts responsi li'ty for any liability arising out of 
the latent PCB potential. / . . 

~he purchase prioe reflects replacement cost less 
depreciation of the faci~ies being sold. and was agreed upon 
be~een ~he par~ies~ parties assert that their agreement is 

2 See City of Red~ng, D.83-02-044: "[U]nder present op~ration of 
law. wnere a ~un~c~pal corporation is involved. the approval ot this 
CoI:l:lission is substantially a. ministerial act so long as there is 
fair and jus"t cOmpensation to the public utility tor the voluntary 
sall~." / 

3 See Peo~le~ex rel. PUC v City of ?resno (1967) 254 CA Zd 76. ~he 
Court observe~ that it a city and a public utility are in agreement 
on the terms of a proposed sale, they may seek Co~ssion approval 
rather than resort to condemnation proceedings •. But it the 
Commission i:lposes ter:lS or conditions not acceptable ~o the city. 
the proposed voluntary sale may be abandoned and the city may =esort 
"to eminent domain proceedings~ using either the Superior Court or the 
CommiSSion under PU Code §§ 1401-1421 to determine 'the just 
compensation. The Com=ission cannot compel the owners of a public 
uti,lity proper"tJ" to sell (P.T. Dur:fy (1914) 4 eRC 447), and "the 
Legislature intended to involve the Commission in a condemnation 
proceeding only with the consent ot the city. and then, only on the 
~i~ted question o~ setting just compensation. 
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