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~ Decision 84~10-059 October 17, 1984 ®mn~nr,t1~R; . 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STA~~~~~~~A 

Application of PACIFIC GAS AND ) 
ELECTRIC COMPANY for an orQer under ) 
Section 851 authorizing the sale and ) 
conveyance of a streetlight system ) 
to the City of. Santa Rosa. ) 

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

Statement of Facts. 

Application 84-08':'055· 
(Filed August 1~, 1ge4) 

Pacific Gas and Electric Company (PG&E) since October- 10, 
1905 has been an operating public utility corporation organized under 
the laws of· the State of California. . PG&E i~ engaged pri~eipally .1n 
the busi~e:Js of furnishing electric and gas services in California,. 
although it 3.1so distributes and sells water in some cities, towns, . .' 
and ruralar-eas, and· produces and sells steam .in certa'1n parts of the 

, ' . 

.. City of San Francisco.. , . . 
• . The. City ~f Santa Rosa is a munieipal corp-oration. existing 

• 

under the laws. of tne State of Califor-nia.. It is loeated 1n Sonoma 
. . 

County. Until 1982 PG&E owned and provided streetlighting.service to 
o ~ ., • ~ 

the city. The city determined that it desired to purcbase thePG&E 
,~, . . 

owned, streetlighting facilities wit.hin santa Rosa city limits, and 
thereafter to opercrte, maintain,. and :-eplace these facilities, , taking 

. ... ~ . 
advantage of the lower energy rates tbat would be applicable under 
PG&E·s Tariff Schedule LS-2A to installations for streetlighting 

c '. 

where,the customer ~WDs the facilities and the utility s~pp~ies 
energy and switching service only. Accordingly,. PG&E and· the .. city 
entered into an agreement to that effect on September 29., 1982.. The 

., " 
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pu.rchase. price was approxilllately S2,;50,400. 1 

Since the above transaction transpired, the city has 
anz:exed an area known as the South Sar..ta Rosa Annexation, ru:d since 
the city deSires 'to own, operate, and ma:Lntain the system in this 
area similarly to 'the si~uation pertaining elsewhere within the city, 
it seeks to purchase the 52 PG&E owned streetlights in that area. On 
July 14, 198;, the city proposed this further purchase to .be in 
accord with the proviSions in Section 111 General'provisions of the 
previous Septetlber 29, 1982 agreetlent be't"«'een 'the parties, and 

1 While this 1982 sale and transfer to Santa Rosa was not (pursuant 
to Public Utilities Code § 851) subtlitted for Commission. sanction, it 
then haVing been PG&E's opinion that the provisions. or this code· 
section were no~ applicable to sales or streetlighting facilities to 
municipal entities because ?G&E did not deem such facilities as being 
"necessar.y and useful to the perror~ce of its duties to the 
public", the Comr.ission has since determined that such sales and 
transfers are withi~ the purvi~. o! § 851 (PG&E- Citf of . 
Arcata); D.S;-06-096 dated: June 29, 1983 in A.e·s=o6-1 ). Rowever, 
"Ene Commission has also determined in essence 'tlla:t as to such 
~ransactions consttCa~ed be~ore J~e ;, 1983 (the filing date o! the 
Arca.ta. application), "PG&E's tutu.re compliance with See~ion 85,1 is 
now se~tled and we need not pursue the matter any,1"urtller w (PG&E ' 

• 
General Ra'te ?rOCeedin~; D.83-12-068 da~ed Decemoer 22" 198~ 
A.82-12-48 see pp. 96- 1). 

,.' 
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o!!ered PG&E S11,500 for ~he acquisi~io~, an amount represented to be 
the replacement CO$~ of the sys~el:l~ less deprecia~ioc.. 2·· On October· 
7~ 1983 PG&E a.ccepted the city'S ot'!er., consequently on August 3., 
1984 filing this applica-:ior. to ob~ain COl:l:ission au'thoriza"tion of 
the sale and transfer pursuant ~o provis.ions of' Public-Utilities Code 
(PU Code) § 851. For 'the i .2-mon'th period. e~d.ing November 30., 1983 
PG&E recei vee. $7,4f:'O in gross a:cnual revenue tor providing electric 

I 

serVice ~o ~his sys~e::l. The oi ty by le't'l~er dated August 21, 1984 
I 

urges the CO!:l1llissi6~ to approve PG&B'3 application. As was the· 
situatio~ u=der ~he.earlier 1982 purchase, were the city to itself 

" 
ow::. these lighting: insta.lla'tions and. thereafter ma.i~"tai~ them, 
relying upon PG&E "to furnish the required energy~ ?G&E's Tarift 
Schedule L3-ZA would apply, resulting in substantially lower an~ua1 
costs "to the city. ~he present u~d.ers~anding between PG&E and the 
c1~y s~a~es ~hat "the opera~ion of ~hese taeili"ties will be in accord 
wi"th Sectior. 111 General provisions of "their earlier Sep~ember ,29, 

1982 agreement~ ~hereby providing that the city until August 31,2002 

(unless cancelled sooner) and wi~h provisioI:. tor auual extensions 
thereafter. wi~h ?G&E's writte~ approval OI:. a contac~· permit,3 may 
make future installatioI:.s placing lighting equipment on ?G&Spoles 
and receive PG&E's Tarift Schedule LS-2A ra~es and charges as may at ' 
suchti~e be applicable. 

Notice of this application appeared in the Commissionts 
Daily Calendar of August 17, 1984. No protest has been received.. 

2.0riginal cost o~ these f~cilities was S10~093. Accrued. 
depreciation through Decem~er 31, 1984 was $2,S40~ so that original 
cost less depreciation was $7,253-

• 

; A permission permit from PG&E allowing the placement of 
at~aehment$ to designated PG&B poles. .. 
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Di~cussion 

Under commonly encountered circum~tances, when a 
muniCipality wishes to acquire tbe property or ~acilities o~ a public 
utility, it is empowered under Government Code § 31350.5 to exercise 
the power o~ eminent domain to ob.tain its ob-ject1 ve. Against such a 
backdrop, when a' city indicates its interest and intention t.o·acquire 

, . 

the system or facilities of a public utility, the public u~ility 
corporation and the municipality are often willing to negotiate 
directly to contract a voluntary sale with mutually satisfactory 
terms, and thereby avoid. the necessity of a condemnation suit with 
its attendant expense and delay. That situation pertains here. 

. 'W"hile PU Code § 851 provides· that no. public utility other, 
than a common carrier by railroad may sell, the whole or any part of 
1 ts, system or 1>ro1>erty use~ul in the performance of its, pub-lie dut~· 
wi.thout first obtaining authorization to do so from this cOmtt.1ssiOn, 
unde:- present operation of·· law ~ where a muncipali ty is inv~lved' our 
consideration~ are somewhat di:!,ferent'. In this ap1>licat'ion,. 
reflecting as'the proposal does, an armS-length negotiation which set 
the purchase price as being the replacement,cost of ,the utility 
streetlighting system less deprec~ation, the purchase price meets the 
test of being fair and just compensation for the system to' be sold. 

There is no reason to antiCipate any significant adverse 
impact or effect ~n the environment to result, from city rather than 
PG&E operation and maintenance of the:streetlighting sys~em • 

- l; -
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I~cideD~al ~o ~he sale and ~rar.$ter transaction is the !act 
that the purchase price agreed upo~ between the parties includes an 
incre:len~ of $4,.247 over ~he recorded ~e~ 'book or depreciated rate 
base valuation o~ the facilities sy~te~ to be sold and trans~erred. 
This fact raises the issue of whether this appreCiation in value over 
~et book belongs to the PG&E shareholders, or whether some er all e'! 
PG&'E's ratepayers have a rigb.~ to ail or some portion of the 
apprecia:tion in value.. This issue ,is the satle being considered in 
ongoing proceedings in Applicatio::, CA.) 83-04-37. Ra'ther than 
fur'ther delay approval of this sale' and trans'fer transaction be 'tween 
Santa. Resa. a.nd PG&E, by this interimdec1sior.. we Will authorize its' 
co:::,sUl:lmation while reserving dispositien and accounting otthe $4,.247 
gain over deprecia'ted eriginal cost ,until our re,solution of this same 
issue in the A .. 83-04-37 proceeding. 

Xhere was no opposition eniered to the sale and ~ran$ter ' 
aspect of this proceeding, ~d there is no need to set the ~atter for' 
public hearing. The information contained in the application, 
coupled with SOme clarification data readily furnished to 
A~inis,:rati ve La'", Judge (ALJ) Weiss.by P0.s:3 upon his request 
provides su!ficie:t basis 'tor our ex pa.r~e'approval o'! the sale and 
'transfer. 

0:13' o:ce i'tem remai:cs whic'h requires cOIllIllen't.The 
agreemen't ~tween the ei'ty and PG8 eon'ta1:ls a. recital that PG&E,. 

, I 

at'ter consm::u:l3.tion of 'the sale and. 'tra::.s!er of ~h.e lighting system to 
the city, will apply its Tariff Sche:dule I,S-;ZA to replace Schedule 

• 
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LS-1 i~ charging ~he city ~or subsequen~ power used to energize the 
trans~erred system. Schedule LS-1 is applicable to utility owned 
ir.s'talla'tio!'!. Schedule LS-2A "is applicable to serve t.o· lighting 
installatio~s which illuminate streets, hignways, ~d other 
publically-dedicated outdoor ways ~d places where the customer 
usually owns the lighting fixtures, poles, and interconnecting 
circuits" (Revised Cal. ?U.C. Sheet No .. 8375-:£ effective Jar..uary 1, 
1984 - Advice Letter No. 989-:£; D.S;-12-068 and D.83-12-049). 

I!'! this :-eview of the applica'tio!'! in preparing this 
decisio!'! fo'!' the COtlmissio!!·s consideration,. W Weiss observed that 
unlike the customary si tuatio!'! where utili -:y proper-:y is sold, .i!'! 
this i!'!sta::ce PG&E will co!'!ti!'!ue to own all the poles involved •. 
Fu'!''thermore, p'!'ovisio!'! is co!'!.tai!'!ed in ?a:-~ II .. Subsequent 

. . . 

Ins-:alla"tiol'!s o~ "the ci'ty-PG&E agreemer.t,. wher·eby the city will have 
the privilege of "installing,. operatir.g, maintaining and using 
equip::.ent on the poles specified" (those ovr.ed by PG&E)· on the SaJ:le 
te'!'ms ar.d conditio!'!s specified in PG&E~s contact permit.. ~he AlJ 
acco'!'dingly que'!'ied ?G&E wilethe'!', Since the utility initially 
insta.lle.d the poles and will still co!'!tinue to own all of them, 
Special Co!'!ditio!'! 8 mo!'!thl7 charges from Schedule L8-2 would not be 
appropria:te. 4o PG&3 respo:cded that here the poles would· be 
combination poles-,. 'tha:t is,. poles used joi~tly by the u1;ilit:1 and the. 
ci1;y,. a~d si!'!ce costs to!' such class poles were aJ.ready included in 
the u"tili'ty's dis"trioution system !'ates~ PG&E could not also apply 
Schedule L3-Z Special Co!'!di"tio~ 8 charges. 

4 Special Condition 8. SYSTEI1S OWNED IN PART BY UTILITY: Where~ 
after the da:te this provision is tirst e"!"!ecti ve,. the utility 
installs a::d thereafter o~s and ~intains any portion of the 
fi~res~ poles~ circuits, or other facilities that comprise 
eustomer·s st!'eetligh'ting sys'tem. an additional monthly charge ot ~ 
o~ the utili'ty·s estimated ·installed cost of such facilities Will be 
::lade. It such fa.cili'ties were installed prior to the da"te this 
provision is f'irst ef'tec'tive, the additional mo~thly charge will be 

• 
1 3/4% o~ such cost .. * eustoce'!' or others may elect to pay 'the 
utility'S extimated installed cost of such facilities, in which event 
the additional monthly charge will be 1~ of such cos't •. 

- 6 -



•• 

• 

• 

A.84-08-055 ALJ/ra 

Fur~hermore9 al~hough ~he eon~ac~ permit reterenced in. the 
subject agreemen~ (a sample being included ~here as Exhibit A) also 
provides tor an ar.nual ren~a1 tee per u~:i.li~y ~wned pole to which non
utility owned attachments are affixed, PG&E's presently filed tariff 
does no~ contain provision for such a. charge. 
Findings of Fact 

1. PG&E provides public utility electric services in mary 
areas of Cali~ornia, including streetlighting service to and within 
the boundaries of the Ci~y o~ Santa Rosa. 

2. The city desires to own, maintain~: and operate its own 
street lighting sys~em within its boundaries, ~d here seeks to 
acqUire by purchase ~he 52 ?G&E streetlighting fixtures located in 
the recently 3l:nexed Sou~h Sant~ Rosa. Annexation area. 

::5. Pursuant to PU Code § 851, PG&E by this application seeks 
Co~ssion authorization to sell and convey its syste~ in Santa Rosa 
to the city-

4- The purchase price for the system~ arrived at byar~ 
length negotiation 'between the city and ?G&:E,. represents reproduction 
cos~ less deprecia~ion, and is fair, just, and reasonable. 

5· It c~ be seen with reasonable cer~ainty tha.t there is no 
possibility that the sale and transfer of this system to the city 
would have any signitic~t adverse effect upon the environment • 
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. • 6 •. The provisions ir. ~he party's agree~ent that PG&Echarges 

to the city for electric energy to energize the system after trans~er 
be furnished. a"t r~tes :pursua:.t to PGa;E's Tari!'f Sch.edule L3-2A,. .are 
reasoI:'able. 

7. ~here is DO kl:owt! opposition to the prop·csed. sale and 
transfer of the system. 

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

9· Upo~ comple"tion of "the sale and transfer of the system, 
PG&E should be relieved of its public utility duties and 
respo~sibilities of owning, o?erati~g,. and :aintaining the 
s"treetlighting syste~ in the South Santa Rosa ~exation area. 
Conclusions of Law 

1. The application should be grar.ted as provided in the 
following order. 

2. The effective date of this order should be today to perm t 
• the city to obtain the maximum benefit from the lower rates which· 

will be applicable under PG&E's Tariff Schedule LS-2A. 

• 

INTERIM ORDER 

IT IS ORDERED that: 
1. Wi thin six mo·nths a.i'ter the effective date of this order 

Paeit'ic Gas and Electric Company (PG&E) may sell and transfer to the 
City of Sar.ta Rosa "the s"treelighting system located. in the South 
Santa Rosa Annexation area. 

2. Within ten days of the actual transfer PG&E shall notify 
the CommiSSion in writing of the date on which the transt'erws.s . 
consummated. A true copy of the instrument of transfer shall be 
attached to the written notifica~io~. 

~. Within ten days o"! 'the act.us,l 'trat!st'er~ PG&E shall. record. 
the gains aceruing t'rom this sale. and. transfer in an a.ppropria:~e 
memorandum aceoULt and re'tain 'the%:1 in 'that a.ccount until furth:er ., 
CommiSSion order • 

,. 
i 
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4. Wi~hi~ ni=e~y days af~e~ ~he date of actual tr~~s!er. PG&E 
shall a.dvise 1;he Co::l:l1ssior.·s Evaluation and Compliance Division in 
w:i~ir.g the final COSt fi~res of the sys'te~ transterred. 

5· Upon cO:lpliancewith this orde:. PG&E shall stand relieved 
o~ its public utility duties and responsibilities of ow::.ing~_ 
operati~g. and maintaini~g the streetlighting system in the South 
Sar.~a. Rosa Ar~exa.tion a:-ea of 'the City of Santa Rosa except f'or the 
duty and responsibility to furnish the city with electric energy fo-r 
'the system. 

6. The issue of the allocation of the $4.247 inc~ement over 
recorded book value less depreciation is reserved pending further 
order by the Co~issio~ after the deciSion in A.83-04-;7. 

This order is effective today. 
Dated OCT i 7 1984 • at San Francisco. California.. 
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Decision 
S4 10 059 OCT 1 7 1984 
-----

BEFORE THE PUBLIC UTILITIES COI~~ISSION 

Applica~ion o~ PACIFIC GAS AND ) 
ELECTRIC COMP~~ tor ~ oreer u:der ) 
Section 851 au~horizi~g ~he sale ~d ) 
conve.1~ce ot a s~ree~li~t.syste~ ) 
to ~he City of Sar.~a Rosa. ) 
------) 

State~ent of Facts .. 

is 

"./ 

OF THE STATE OF CALl'FORNIA 

APPl1ea'tL55· :..;,c .. 
(F1ledAltgu.st 1:;,. 1984) 

Pa.cific Ga.s ~d Electric Co·paz.y (PG&E) Sil:ce·Oc'tober 10,. 

1905 has been an operat1ngpubllC ility corporation organized under 
the laws of the State of Californ·a. PG&E is engaged principallly in 

/ . . 
the business of furnishing elec~ic and gas services in California~ 
althou&~ it also distribu~es ~ sells water in some cities, towns~ 
and rural areas,. a:d producesf and sells s"team in cer'tain pa:ts . of: . the 
City o~ San Fra=cisco. " . 

The City of Sa.n~ Rosa is a municipal corporation exis"ting . 
under the laws of the st/te ot California. It is located in Sono::l3. 
County. Until 1982 PG&2 owned and provided streetlightingservice to 
'the city- The city d~ermined that. it desired to purchase the PG&E 
owned stree'tlign~in~tacilities within Santa Rosa city limits, and 
thereafter to oper~e, maintain,. and replace these fa.cilities,. taking 
advartage ot the lower energy rates that would be applicable under 
PG&E's Tariff· Schedule LS-2A to installa.tions. for street:ligb.ting 
where the cus~omer OWIlS ~he facilities ~d ~he utili~y supplies 
energy and switching service only. Accordingly,. PG&E and.the;¢ity 
entered into an agreemen~ to that et'fect Or! September 29, 1982. The 

• 
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Discussion 
Under co;nmonly encounte~ed clrcutlStances,. when a: 

municipality wishes to acquire the property or facilities of a :publiC 
utility, it is empowered ~de~ Goverr.men~ Code § 37350.5 'to exercise 
the power o~ emine~:t domain to o'btain its objective. Against such a 
backdrop, when a city indicates its interest and intention to acquire 
the system or facili~ies of a public utility, the public utility 
corporatior. and th.e ::lunicipali ty are o!'tel'! willing to. I'!egotia:te 
directly to contract a voluntary sale with ~utually satisfactOr.1~ 
terms, and thereby avoid the necessity of a cOI'!de~~a'tion su~ith 
its attendant expense and delay. That situation pertain here. 

While PU Code § 851 provides that no publ 
t~ar. a COI:llllor. carrier 'by railroad may sell the w. e or any :part ot 
its system or ~ro~erty useful in the :pertorma~of its public duty 
wi thout first obtai:ing authorization to drO ~~om· thi:'S, ComJ:lission,. 
u~der p~esen't operation of law, where a ~ncipality is involved and 

/ ~ 

• 
with its abeya.I:'t eminent domain poweryat :lind, the approval of this 
COI:llllissior. is substantially a mini~rial act so long as there is 
fair and just co~pensation provid~_to the public utility for the 

• 

volun'ta:-y sale (PG&E - Reddin.g~.83-02-44 (issued February. 16,. 
1983) in A.S2-11-27,. slip oPiron at 5).. In this application,. . 
reflecting as the proposal ~s, ~ arms-len~h nego~iation which set 
the purchase price as cein;(the replacement cost o~ ~he utility 
s~reetlighti~g systec le~ deprecia':ion,. ~he purchase price meets the 

J 
tes~ of being fair and,l-lust compensation ~or the system to be s.old. 

~here is no/reason to anticipate ar;y signifieax::t adverse 
impact or effect on;the et!vironcent to resu~t from city'rather. than 
PG&E opera'tion ru:c/::.a.in'te!!a.nce of 'the stree"tlignting $ystem~ 
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