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Decision 84 11 08 MOVZ1 s

BEFORE TEE PUBLIC U LITIES COMMISSION OF TEZ S;ATE OF CALIFORNIA

Applmcatzon of ?ACIFIC GAS. AND ELECTRIC)

COMPANY ard the CITY OF BIGGS for an

-order authorizing the former to sell

and corvey to the latter certain, o Applicatlon 84—10-016
electric distridbution facilxtles, in § (Filed October 4, 1984)

accordance with the terns of arn
agreeme_z_datcd Q¢tober 10, 1983.

(Electric)

| | INTERIM OPINION
Statement of Pacts :
Pacific Gas and Electrlc Compary: (PG&E) since October 0
1905 has beer ar operating publlc utility corporatlon organized under
the laws of the State of Califorrnia. PG&Z is engaged prlnclpally in

.‘nhe business of "‘urnishmg electric and gas service in Cal:.form.a,, N
although it also distributes ard sells water in some citxes, towns,

and rural areas, and producec and sells steanm in certazn parts of the;_
City of Sar. Franczsco. ‘ '

The City of Biggs (Bzggs), located in Butte Counzy, 1s a
munzczpal corporation existing wnder the laws of the State o*
California. TPor some time the ¢ity has owred and operated ar
electric distribut viorn system located within its’ corporaze limits.

Froz this syster the city fur*ishes electric service to its residents
and - 1nhab1tants.

In accordance with its oblzgatlons as a publzc ut;l-ty,
PGET has been supplylng electric service to four customers iz an’ area
west of Biggs-Gridley Road exd adjacent to the city llmlts._ Oon
September 14, 1981 the city exercmsed its powers of annexation. and
by Resolutzon No. 11, annexed the area styled as Annexatzon' ' :
No. 81=-1. Follcwzng 1t3-annexatzon of this area, the city desires to‘
acquire PG&E's electric d;strlbutmon faczlitzes which serve this
area. After acquzsitmon the city 1ntends 0 1ncorporate these
facmlmtzes irto 1ts municipal electrlc'diszrlbu lon system.
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b Accordzngly, on October 10, 1983 the cluy and PG&E executed_'
ar agreement whereby the city ‘would purchase the poles, insulators,
assenblies, service conductors, -azd merers. lrvolved w1th1n the. area
arnexed. 3By this applicatxon PG&E and the czty seek an ex parte L
order of the Commissior authorxzing the sale and transfer of PGEE's
electric facilities, ireluding ary additions ard betterments,wnthin‘
the annexed area 81-1. TUpor acqulsmtzon the city zntends thereafver
- to furnish the electric service presently supplied by means of these
faczlitles, ¢harging and collectmng rates and charges not: in excess
of those paid preserntly to PG&E by the customers involved and to
provide such electric service as may be requzred iz the future 1n ‘the
arnexed area. Corcurrent with the connection of the customers “
involved to the city's faczllt;es, PG&E also seeks 1o be'relzeved of
its public utillty obllgatzon wzthln the annexed. area. \
_ The purchase price for the facilztzes, purportedly
reflectizg replacement cost less depreciat ioz, is $2, 668- S In
.addimon, as to any additions to and retxremen‘cs tha‘t may ’be made
subsequent to March 24, 1983 and prlor to conveyence, the city wmll
pay PGEE: '

a. The ret value of the facil;tles,

b. 15% of such,net value,‘and |

¢. Any applxcable severance costs.

- The current ad valorem taxes for the tax year in which ‘the . facmlmt:es }
and ary addztxons arnd bezt#rments are corveyed. will be prorated as of .
the conveyance date. ' :

The: clty has been advised that certain of the facllltzes }
involved conta:n polychlorirated’ bzphenyls (PCBs), and the czty hasg.
agreed to hold PGEE harnless for ary arnd all llability arzsmng‘*romﬁ
such uubstances, or from anry fazlure of the city to perform its

| The . hlstorlcai book cosT Ty less depreclatmon, of the facillvles f
znvolved is $565 (81,176 less 3611 )
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utility obligations to custonmers iﬁ ‘the arrnexed area.' PG&EHWill
assign all private grants of righcs of way and easenents for. the
faczlztles concurrently with delivery of the deed or deeds.,,
The four residential custoners involved have produced for
PGLE an aunuaA gross reverue of approximately 82,400.‘ PG&E holds zo
line extension deposits or surety deposmts for the customers involved.«
Notice of the applzcatzon appeared in the Commissmon 'S

Dazly Calenaar of QOctober 9, 1984.- XNo protest has been received._
Discussion ‘ |

While most Calmfornia conzunities obtazn their electric
services from: prlvately owzed pudblic utmlity corporatzons such as
PG&E, some cities prefer and are able to 1nvest in-the. acquismtxon of
their own electric distribution *aczlztles and thereby are able to
take advantage of low wholesale power rates available under _ |
preferentzal allocatiorns to cities {ronm federally owned hydroelectrzc-"
.progeccs. Having lower firancirg costs: thar do pr:wa‘tely owz:ed

pudblic utility corporations, and not having‘to pay income: and other
taxes, cxtzes are sometines able to deliver this federally derlved
electrlclty to the realdents end businesses within their boundarzes

at rates lower than those that a public utility st charge.‘ But to
be eligible for these pref entxal allocations from federal: power
projects, a mu*xczpallty st owr its own electric dlstrlbutxonv
faczlitles. ard must accept utility responsibilzty to serve all
present and future customers iz its service terrlto:y. USually
lackang its transm;sszon lines, the city customarzly pays the area
public wtility to wheel the federal power from the federal ,
hydroelectrzc-projec* source to the city's distridution lznes. Then, ..
co fully neet iTs utility respons;bllzty the ecity will further
contract with the area public utility for wholesale purchases as
needed to make up any supplemerntal power supplies it will require _
over and above its federal allocatior. Ir many 1nstances thms placesf‘
upon.the area public utilxty the regquirement that &% ‘has avazlable

and carry peaking per;od capabilzty. |
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' In Ca_lfornla a munmczpal corporatlon is empowered <o )
acquire, construct, own, operate, or lease any publlc utllity (Wesx g
Ann. Pub. Util Code §‘10002)‘ Thus, Biggs has the power of emirent -
domain to acquire by court’pﬁoceedings the electric distribution” 
facilities withirn any area annexed to the ¢ity. Furthermore, each _
anrexatior and acquiSltzon,of electrlc facmlzties serves to entitle
the city to a larger share or alloca ion of any. federal power whzch
may become availadble at the next contract permod. Under suck
c1rcumstances, iz order to avold condemnatlon suits. and to compromise'
possidle expensive litlgation from such suits, a publlc utility

| corporatlon irvolved with a“(annexatmon area s;mllar t0- the present
situation is often. willing to sell its involved facilzt:es to the
ity by direct negociatzon aud cortract. ‘
Such is the procedure being followed here. Rather'than
_ proceedzng by emirent domaznp irn the interest of savxng both t;me and
j legal expense, PG&E arnd Biggs have agreed upon a. price for the
.*ac:.lines ard have cox:'crac'ced to perforn accordingly . There’ ha.ving _
b been ro oppositiorn to the app 1cation, Admznmstratmve Law Judge Weissu
o proceeded ex parte after close of ‘the protest period provzded in the -
 ” Commission's: ‘Rules of Practice and procedure. :
;? °ublic-Utzllt1es (PU) Code § 851 provzdes that £o publzc
j : utility other thar 'z common’ carrler by~ra11road may sell the whole or;
ary part o< its system or property useful in the performance of 1ts
publlc'duty without *1rst obtazning-auzhorzzatlon %o do so from thio

Commission. Ir tzars*er proceedings the functiorn of the Commiesion

is to protect and ureguard.the int erescs of the public. The concern )

is o prevert the mmpairment of The publlc service by the- trans’er of

- utility property into the hards o* parties incapadle of‘performing an.
adequate service at reasonable rates or upor terms which' will bring
aboutethe saze undeSirab;eJresult (So. Cal. Mouztain Water Co.

(1912) 1 CRC 520). Theref ore, we want %o be'cerzain”that?tgef'
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' ‘purchaser is firancially capable of the acquisitior and satisfactory :
operation thereafter. But where a municipel corporatior or other
public entity is the purchaser, our consideration is somewhat
different. _ : : ‘

In this proceeding, the ¢ity has agreed té«aSSume'théA ,
utility obdbligavior to provide electric service ir the annéxed”area;
The ¢ity will hold PG&E harmless fron ary and all llabillty arzsing
from ary failure of the cxty to perform these utility obllgations.‘v
The c¢city also accepss responsnbillty Lor. any 11abilzty—arising.out of‘?
the latert 2C3 potential. | | '

The purchase price re*lects replacement cost less
depreclation of the facilities beirg sold, ard was agreed upon
betweer the partzes- The parties asgert that their agreement is
fazr, aust. ard reasorable botk as to.the parties and to the
customers affected. We accept the purchase pr;ce as fa:r and just
compensation. ‘ :

' . o There remairns the issue who, the mves‘tor shareholders or
the ratepayers, should receive the approxlmate $2,10% gain over
or;gznal cost less depreciation which is bexng realized . on.
disposition of thzs utlllty'property which is or has been in raxe
base. This issue is the same issue deing conszdered in ongozng
prééeedings in Appl;cation (A.) 83-04-37. Rather thar further delay
appfoval ot thﬁs sale and transfe, transaction betweeen B;ggs and
PG&E, dy this irterinm decision we wzll authorzze its consumnazlon
whlle reservirg d;sposztlon and accountlng of the $2 103 ga;n over ,
depreczated origiral c¢ost until our resolut;on of the gain 1ssue An.
the A. 83—04—37 proceeding. ' \

There was Lo opposztlon enzered to the sale ard transfer .
aspect of <his proceedxng, and zhe-e is 1o need to set the matter ‘for
publzc hearlng. The informatlon conta ned in the appllcatxon ‘

provides sufficient basis for our approval of. the sale and transfer,

W .
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B and the soorer the sale and trahsfer are approved the sooner the

customers d;rectly involved carn obtazn the lower rates and charges -

promlsed them. Accordingly, this 1nter1m order wzll be made
effect:ve immediately ‘ '

Flndings of Pact

. 1. PG&E provides public utlllty electric—servzce in many areas_'r
of Calzfornia, including areas in and about Biggs- - c
2;: The eity, a Califorrnia munlcnpal corporation for some time
has owned and operated an electric dzstribution systen in areas
withiz muricipal linits. -
3. The city in 1981 an“exed an unincorporated area which is
~ the subject of this application; an area wherein the electric serv1cel

_ and/or the oblxgavlon to prov*de electric service was provzded by
PG&E-.

.o,

_ 4. In the interin sirzce arnexation PGXE has contznued to offer
‘ .a.nd provide electric service 't:o the annexed areas.

5. The c¢ity has plans to provmde the electric service o this
- annexed area, ard has contracted with PG&E to purchase the existlng
electric distridbutiorn facilities in area 81-1 ard will 1ncorporate
these facilities in the city's electric distridution system.‘

6. The purchase price negotiated between the city and PGZE for
the *acilzties, the proposed payment of net. value plus 15% for ‘
additions, the proposed payment of applicable severance costs, and
The proposed proratior of current ad valoren taxes constltute a gust
and reasonable conmpernsation for the <ransfer.

7. Tke farnishzng of electric services in the annexed area by
the city will £ot result ir rates and charges to these cust omers 1n,v
excess of those pald to. PG&E. _ ' |

8. mhere is no krowr opposmt:on to the proposed sale and
transfer.. | ‘ _ 3 ‘ o

9. It car be seen with reasornabdle certainty that there is no 3
possibility that the sale and transfer of these particular facilz.ieS-,~*
.alor.e may have a szgni“:.ca.nt effect on- the envmronmen'c. g

-6 -
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10. The proposed sale and transfer of these part;cular'
facillties, under all the corditions applzcable, would not be
initially adverse to tThe public irnteress : ‘

1. The transaction which is the subjec't: of A 84-10-016
involves 2 subst tantial irncrement over the ret book or depreciated
rate dbase value of the properiy to be transferred.

12. There is no reasor to. further delay authorizatzon ¢or thi°
sale and transfer. _ ~

15. The gair ir the sale price over net book value when
realized by PG&E should be held ir a- suspense account pendlng
resoluzion ir A. 83-04-37 by the Commission of the 1ssue who! lS
ertitled vo the galnsxor responsxble for the losses accrumng from
sales: of zllty property. '

Conclusions of Law . .
; 1. Upon compleclon of the sale arnd transfer PGEE’ should be
o ‘relleved of its elec't:r:.c pu‘blic u'til:.’cy obllganon in the annexed

area.

2. PG&E should be required o defer classificatlon of the gazn
realized over depreczated boox value of the electrlc fac111t1es
*nvolved in thls sale and transfer wntil further order o* the )
COmmlssmon. - \

5. A public hearzng or the sale and trans*er asPect of the
applmcation is not necessary.

4. The application should be granted as prov;ded in the
followzng order. - -

INTERIM ORDER
IT? IS ORDERED that. '
1. Withir 6 months after the effective date of this order, o
Pacific Gas ard Electrlc Company (PGEE) nay sell axd’ transfer to the
City of Biggs the electrzc dzszrlbution facilities set forth in »heir :

, October 10, 1983 agreement annexed to and made 2 part of the;r
.e.pplmca :.ox: as Exhzbi'c A.
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2. Withirz 10 days of the actual transfer PGE&E chall not*fy the
Commxssxon i writirg of the date or which the transfer was k,~~
consummated ard & true copy of the mnstrument of transfer shall be
attached To the written notzflcatzon. ' KR

3. Wlthln 90 days after the date of actual transfer, PG&E
shall advise the Commlssion $ Evaluatior and Complmance D;v;smon, in
writing, of the adjustmerts for additions.and betterments.made in-
accordance with. Ethbit A annexed <o and made a part of the -
application. - ‘

4. Within 10 days of 'che actual 'tra.nsfer, PG&E ‘shall” record
the gains accruing from this sale ard trans*er in an appropriate
suspense account and retain them in that account until further
Commzssmon‘order. . : : :

5. Tpoxr compliarce with this irterinm order, PG&E shall stand '
relleved of its pudblic utzllty obligations in connection with
electric’ serv1ce 1n the 8l= 1 area wach is. the subgect of thms

.a.pplicanon. ' , o ' :
;his order is effective today.

Dated - NOV 211988 -

, at San Prancisco, California.

BACLEY
com" "'onohm “ N N

COmmissionor Victor Calvo. A
being nccc....,az-....y ab...on't. d:'..d.f‘"--:' .
- mot pa:-‘ic..pato Lo S
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