Decision 84-10-059 Octoder 17, 1984 Q&i; £;;H=
BEFORB THEE PUBLIC UTILITIES CONMISSION OF THE STATE

Applicat on of PACIFIC GAS AND |

ELECTRIC COMPANY for an order under

Section 851 authorizing the sale and

conveyance of a streetlight system
to the City of Santa Rosa.

Appliecation 84-08—055
(leed August 13,‘1984),

INTERIM OPINION

Statement of Facts

Pacific Gas and Electrie Company (PG&E) since Octobder 10,
1905 has been an operating public utility corporation organized under
the laws of the State of California. PG&E is engaged principally in
the business of ’urnivhimg electric and gas services in California,
although it also distributes and. sells water in some cities, towns,
and rural areas, and produces and sells steam in certaim parts of the

ity of San Frane;sco. '

The, City of Santa Rosa is a munieipal eorporatlon exiuting
under the laws of the State of Califeornia. It iz located zn Sononra
County. Until 1982 PG&E owned an¢ provided streetli ghting: service to
the city. The city determined that it desired to purcbase the PG&E
okned‘stree lighting ‘aczlities within Santa Rosa city limits, and
thereef ter to operate, maintain, and replace these facilities, takirg_‘
advantage of the lower energy rates that would be applicable under |
PG&E's Tarif? Schedule LS-2A to znstallations for streetlighting
where the customer owns the facilities amd the uti’ity supplies

egergy and sw;tching service only. Accordzngly, PG&E and the czty
entered into an agreement to that effect on September 29, 1982.‘ The
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purchase price was approximately 82,350,400‘.1 R
Since the above transaction transpired, the ¢ity has

anzexed an area knowr as the South Santa Rosa Arnrexation, and since
the city desires To own, operate, and maintairn the system irn this

rea similarly vo the situation pertaining,elsewheregwizhinithe‘city;
it seeks to purchase the 52 PGE&E owzed Streetiights in that area. On
July 14, 1983, the city proposed this further purchase tb;be iv
accord with the provisions in Section 111 Gereral provisions of the
previous September 29, 1982_agreement,between-the pafties; and’

' Wnile this 1982 sale ard trarxsfer to Santa Rose was not (pursuart
10 Public Utilities Code § 851) submitted for Commission sanction, it
ther having beern PGEE's opiriorn that the provisions of this code.
section were not applicable to sales of streetlighting facilities vo
municipal ertities because PG&E did rovt deem such facilities as being
"necessary and useful to the performarce of its duties to the
public”, the Commissior has sirce determined that such sales and
trazsfers are withir the purview of § 851 (PG&E - City of
Arcata); D.83-06-095 dated Jure 29, 1983 in A.E>-06-~11). However,
The Conmissiorn has also determined in essernce that as to such
transactions consumated before Jure 3, 1983 (the filing date of the
Arcata application), "2G&E's future compliarce with Secsion 851 is
row settled and we reed noT pursue the matter ary further™ (PC&E
General Rate Proceeding; D.83-12-068 daved December 22, 198% in

A.B2-12-48 see pp- 30-91).
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offered PG&EE 311,500 Lor the acquisition, an amount rep*euented to be _
the replacenment cost of the systen, less depreciation.z On October
T, 1983 PG&E accepted the city's offer, consequently on August 3, -
1984 filing this applicatior To obtair Commission authorization of
the sale ard transfer pursuant 10 provisiorns of Pubdblic Utilities Code
(PU Code) § 851. Por the I2-morth period erding November 30, 1983
PG&E received 87,480 in gross azrual revenue for providing electric
service to this syStem. The ¢ity by letter dated August 21, 1984
urges the Commission to approve PG&E's @pplication. As was the
situation under the. earlier 1982 purchase, were the city to itsel?
own these lighting *nstalla ions and tvhereaflter maintair then,
relyirg upor PG&Z to furzish the required energy, PGEE's Tariff
Schedule LS-2A would apply, resulting in subStantiélly lower axrual
€OSTS 1O the civy. The presert understanding betweer PGXE and the
city states that the operation of these facilities will be in aceord
with Sectior 111 Gezeral provisions of their earlier September 29,
1982 agreement, thereby providizg that the city urntil August 31, 2002
(unless cancelled soorer) ard with provisior for arrual extensions
thereafter, with PG&E's written approval orn 2 COnitact permit,3 may
make future irstallations placing lighting equipmernt on PGEE poles
and receive PG&E's Tariff Schedule LS-2A rates and charges as may at
such time be applicadle. ; o .
Notice of this application‘appeared ir the Commission's
Daily Calendar of August 17, 1984. No protest has beer received.

2 Origirzal ¢ost of these féczlztzes was $10,093. Accrued
depreciation through December 31, 1984 was $2,840, so that original
cost less depreciatior was $7, 253.

34 permissior permit from PGE allowing the placement of
attachments to desigrated PGEE poles.
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- Discussion ’

Under commonly encountered circumstances, wben a
municipality wishes to acquire the property or facilities of a publiec
utility, it is empowered under Goverament 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 %o’ acquire
the system or facil‘ties of a pubdblic utility, the public utility
co*poration and the municipality are often willing to negotiate
directly to contract 2 voluntary sale with mutually satisfactony
terms, and thereby avoid the necesaity of a ¢ondemnation suit with
its attendant expense and delay. That situation pertains here. ‘

While PU Code § 851 provides that no, public utility other :
than 2 common carrier by railroad may sell the whole or any part of.
its system or prope*ty useful in the performance of its public duty
without first obtaining authorization to do so from thia Commiasion,‘
under present operation of law, where a muncipality is involved our
considerations are_somewhat different. In this application,

reflecting as the proposal does, an arms-length negotiaticn'whicb“aet
the purchase price as being the replacenment cost of the util*ty
streetlighting systen less depreciation, the purcbase price meets the
test of being fair and just compensation for the system to be sold.

There is no reason to anticipate any signiricant adverse
impact or ef 'ect on the environment to nesult from . city rat her than
PG&E operation and maintenance oL the streetlighting system-
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Incidental to the sale and transfer transaction is the fact
that the purchase price égreed'u?on betweer the parties inclﬁdes»an
increzent of 84,247 over the recorded ret boox or depreciated rate
base valuation of the facilities system To de sold and transferred.
This fact raises the issue of whether this appreciation iz value over
ret Yook dbelorngs to the PG&E shareholders, or whether_sdme or all of
PGEE's ratepayers have a right to all or some poriior of the
appreciation iz value. This issue 'is the same being considered ir
orgoing proceedings in Applicatior (A.) 83-04~37. Rather than
further delay approval of this sale and transfer transaction between
Santa Rosa and PGEE, by tais interim.decisioh we willtauzhdfize its
consummation while reserving dispositior arnd accounting of the $4,247
gain over depreciated origiral cost(tnzil our resolution of this same
issue irn the A.83-04-37 proceedirg. B

There was no oppositior ertered 1o the sale ard transfer
aspect of this proceeding, and Tthere is no need to set the matter for
public hearirg. The irnformation coztaired ir the application,
coupled with some ¢larification & té‘readily furnished tof
Administrative Law Judge (ALJ) Weiss by PGEE upon his request
provides sufficient basis for our ex partefapprovai of the sale and
transfer. . , |

Only ore item remairs which requires comment. The
agreemert between the city and PG&E contains a recital that PGEE,
after consummatior of the sale and t#ansférlof the lighting system to
the ¢ity, will apply its Tariff Schedule LS-24 to replace Schedule
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LS-1 in chargir g the city Lor subsequen* power used to energize the-
transferred syste Schedule IS~1 is applicadle to utility owned
installation. Schedu’e LS-2A "is applicable %o serve %o l;ghtzng
installations whick illuminate streess, hxgnways, ard other
publically-dedicated outdoor ways and places where the customer
usuwally owns the lighting fixtures, poles, and 1nterconnecting
circuits” (Rev*sed Cal. P.U.C. Sheet No. 8375-~-F effective Jaruary 1
1984 - Advice Letter No. 989-Z; D.83-12-068 and D. 83-12-049).

In this review of the application ir preparing tais |
decision for the Commission‘s consideration, ALJ Weiss observed That
unlike the cusvomary sivuatioz where utilivy property is sold, in
this irnsvtance PG&E will contirue to own all the poles involved.
Purtheraore, n*ov1s~on is cortaired ir Part II. Subsequenf(
Instellatiors of the citTy-PG&E agreezert, whereby the city will have
the privilege of "irnsvalling, operating, maintaining andnusigg 
equipmert on the poles specified” (vhose owred by PG&E)‘on‘the sane
terms and conditions specified ir PG&E's contact permit. The ALJ
accordingly queried PGEZET whether, since the utilivy irnitially
irsvalled the poles aznd will still contimue %o own all of them,
Special Cordition 8 morthly charges from Schedule LS-2 would rov be
appropriate. DPGEET resporded that here the poles would be
conhirzation poles, that is, poles used jointly by‘the utility arnd the
city, and sirzce costs for such c¢lass poles were already included ir |
the utility's distribution systexm rates, PGEE could not also apply
Schedule LS-2 Special Cornditior 8 charges.

4 Special Corditiox 8. SISTEMS OWNED IN PART BY UTILITY: Where,

ter the date this provisiorn is Lirst eflfective, the wutility
izstalls andé thereafter owrns and maintains ary portion of the
fixvures, poles, cirguits, or other facilities that comprise
customer's streetlighting systen, ar additiorzal monthly charge of 2%
of the utility's estimated .installed cost of such facilities will be
aade. If such facilivies were irstalled prior to the date this
provis:on ig first effective, the additioral monthly charge will be
1 5/4% of such cost.* Cussomer or others may elect to pay the
utility's extimated irstalled cost of such facilities, in which event‘
the additioral morthly charge will be 1% of such cost. ,
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Murtheraore, although the contacst pernmit. 'e’erenced in the
subject agreemezt (a sample beirg included there as Exhibit A) also‘-
provides for ar annual rental fee per utility owned pole té which nor-

tility owned attachments are affzxed PG&E's presently filed tar;ff
does zot contain provision for such a ha*ge.
Findings of Pact ,

1. PGEE provides public utility electric services in many
areas of California, ircluding streetlighting service %o and withir
the bourndaries of the City of Santa Rosa. -

2. The city desires %o owz, nairtain; and operate its own
street lighting sysvtez withir its bourndaries, and here seeks to
acquire by purchase the 52 PGEE streetlighting *zrtu*es located ir
the recertly arrexed South Sarta Rosa Anrexation area-'

3. ZPursuant to PU Code § 851, PG&E by this application seeks
Conmissior authorization to sell and convey its systen in Sarta Rosa
to %The city. -

4. The purchase price for The systen, arrived at by‘arms
lergth negotiavion between the city and PG&E, represents reproductior
~cost less depreciatior, and is fair, just, and reasorable.

5. t can be seern with reasorable certainty that there is no
possibility That the sale and transfer of this system to the czty
would have any significant adverse effect upor the environmert.
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6.. The provisions ir the party's agreemert that PGEE charges

To the city for electric energy to erergize the syétem after transfer

be furrzished at raves pursuant to PG&E's ¢a*1ff Scnedule LS—2A are
reasornable. ‘ | A

7. There is rno krowr opposz tion to the propésed,salé“and~
transfer of the system. | v

8. The proposed sale and transfer of The systen wbﬁld'not'bé"

adverse to the public interess. ‘

9. TUpor completion of the sale arnd transfer of the systen,
2G&E should be relieved of its pudblic uvtility duties and
responsibilities of owning, operating, and main ntainirg the
streetlighting sysvex irn the South Santa Rosa Arnrexation area.
Corclusions of Law : ‘ _

1. The application should be granted as provided in the
followizg order. '

2. The effective date of %his o*de* should be today To permit.
the city to obtain the maximum berefit from the lower rates which
will ve applicable urder PG&E's Tariff Schedule LS-2A.

INTERIM ORDER

IT7 IS ORDERED that: A

1. Within six morths after the effective date of this"orde*
Pacific Gas arnd Zlectric Compary (PG&E) may sell ard transfer to the
City of Sarza Rosa the streelighvting systenm located iz the South
Santa Rosa Anxexation area.

2. Withir ten days of the actual transfer PG&g shall rotify
the Commission ir writimg of the date or which the transfer was
corsunmmated. A true ¢opy of The irstrument of transfer shall be
attached to the writtez notification. -

3. Withir ten days of the actuasl transfer, PGXE shall record
the gains accruing from this sale and transfer in an app*opriate
zenorandun accourt and retairn Them in thas account urtil further
Comnmissior order.
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4. Within niiety days after the date of actual trarSfer,'PG&E
shall advise the Commissiozn’s Evaluation and Compliarce Division in
writing the final cost figures of the systen transferred. \

5. Upon compliance with this order, PG&E shall stard relieved
of ivs public ut;lzty duties and resporsibilities of owning,v
operating, and maintairing the streetlighting systen in the South
Santa Rosa Ancexatior area of the City of Sarta Rosa except for the

duty and responsidility to Lurrish the ¢ity with electrzc energy for
The systen.

6. The issue of the allocatior of the $4,247 incremént»over
recorded book value less depreciation is reserved‘peﬁding further
rder by the Commissior after the decision ir A.83-04-37.
This order is effective today.
Dazed _OCT 17 1984 , at San Francisco, California.

VICTOR CALYO .
PRISCILIA C. GREW_
DONALDrVIAL’ _
WILLIAM T. BASLZY
Comm_gsionors .
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o
BEFORE THE PUBLIC UTILITIZS COMMISSION OF THE STATE OF CALIFORNIA-

ELECTRIC COMPANY for ar order under /

)
Sectior 851 aushorizing the sale and 3 Applicaticn 84—085055"4i?f
conveyance of a streetlight systexn % (Piled Afgust 13, 1984)

Application of PACIFIC GAS AND

t0 tne City of Sarta Rosa.

INTERIM OPINION

Statenmert of Faets -
Pacific Gas and Elecwtric Co'pany\(PG&E),si:ce'Occober 10,
1905 has heen an operating_public 'ilizy corporation organized under
the laws of the State of Californ#a. DPG&E is erngaged principallly in
the business of furznishirg elecyric and gas services in Califo:niaz
alvhough it also disTributes and sells water in some cities, towns,

ard rural areas, and producesland sells steam in certain parts of the
City of San Prancisco.-

The City of Sarta Rosa is a nmuricipal corporation existing
under the laws of the Stpve of Califorria. It is located in Somoma
County. TUntil 1982 PG&E owned ard provided streetlighting service to
the city. The city deéerhined that it desired to purchase the PG&E
owned streetli zin%/%acilizies withir Santa Rosa city limits, and
Thereafter to operate, maintain, and replace these facilities, takirg
advartage of the lower erergy rates that would be applicable under
PG&E's Tarifl Schedule LS-2A to irstallations for streetlighting
where the customer owsns the Tacilities and the wsility supplies
energy and switching service ornly. Accordingly, PGEE analthe,city
entered irto ar agreement to that effect or September 29, 198é.“ The
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Under commorly ezcountered circumstances, when &
municipality wishes to acquire the property or facilities of a public
Tility, it is enmpowered urnder Goverrment Code $ 37350,5‘t6 exercise
the power of emirent domain to obtain its objective. Against such a
backdrop, wher a city indicates its interest and intentiog to‘aéquire

the system or facilities of a public utility, the public utility
corporation and the muricipality are often willing to negotiate .
direectly %o corntract a volunvtary sale with mutually‘satisfactoxx,#*’v |
terns, and theredy avoid the necessity of a condemnation suixfﬁith |
its atterndan% expense and delay. That situation pértair “here. ‘
While PU Code § 851 provides that no publis utility ovher
thar 2 commor carrier by railroad may sell the w" e or any pa:t‘qf
its systen or property useful ir the performance of its public duty
without first obtairzirg authorization to dossoe frOm'thi§~09mmission,
uzder present operatior ¢of law, where a m&ncipality is involved and
with its abéyanz enirext domain poweﬁa/at 2irnd, the appéoval of this
Conmissiorn is substantially a'miiiz}ﬁrial act so lorg as there is

fair axd just compersation provided to the public utility for the
voluntary sale (PG&E - Reddirg, bD.8%3-02-44 (issued February 16,
1983) in A.82-11-27, slip opinfor at 5). In this application,
reflectirg as the proposal does, ar arms-lergth regotiation whick set
the purchase price as being the repiacement cost of the utility
streetlighting systen 1?? depreciaviorn, the purchase price'meets the
vest of beizg fair and Jjust compensation for the system to be sold.
There is no/reasor To articipete any significart adverse
impact or effect or,sthe envirozmert to result from city rather thaz
PG&E operatior azd/maintenance of the s:reeﬁlighting system.




