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'. _. ~ - ... ' -' . ,~ ,- • . r: ~ \ \. _ ", ,; '_ _. 

By an interlm,De~is:lon (D.) 88-09-070 issued May 29, 
1988, the commission auth~rize'd Ptlcifi.c Gas.:~nd:_E~e~~~i~l '(~&~j tc(': 
sell and conv~y' t~;,the c'ity of' s~~~a 'c'lara ,(s~nta cl~ra)';'t;he"" " .. 

. -' : - . . .'. -.. • . .. '. - .'. } , . .!.". ~ ;.' .~- -! ',~ \ .. - ~ 'i • _. .'::' .~: ; I ..: .. ~ ;", : i -. 
electric di~t~ibution and st~~etlight~ng ~ys~em s~rvirtg the Bell 

• • • L • _.'. • ~ • : •• ~ • r - .. _ • ( : . ... !' ~ ":.. - 1 

Arye Manor~ No" 6 ge~r:aphic area within the munj..cipali'ty','s limib';. 
The decision reliev~d' PG&E of' all PUblic' ~tility obli~ations :fn;" 
connection with electric service including streetlighting' iilth~t . . . ~ : ~ " . . 

geographic area.., " , ' . 
The' inte~im decis'ion, While autho~i~ing the'~ale and' . 

_ _ , _. . . ;.' . . i 4 ~' .';"':.. : • • '...- ". -.' •• _ , 

transfer, further pro~1ded that PG&E record the ga1n accruing over 
. • • • .," -,' : J : • ..,. ;: ~_ - .. _" , •• _ _ 

net book value from the sale and transfer 1tto an appropr1ate 
suspense account until turther Co~issi~n o:t~er •. Noti~e ~i'the' 
application appeared in the Commission's Daily ca'le,ndar ~of 

. - - '}' . 

February 10, 1988. There were n'o 'protests, 'although' on Ma'rch 28" 
1988, the Division of Ratepayer Advocates (DRA): "f'i'leci. ~:m unti~elY . ' 

response wherein it advocated adherence to 0.85-11-018 . " -:.' : . . '.. . - ~ 

(City of Redding) in disposition of the gain to allocate it to the 
ratepayers. 
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\.::~~: j "... ·l~1.'..j >-~~'~).:J ~~;}~}~~~~ i -.(J.~~ Jl;'-~lo! ~_~ t ~.I 

(R. ) ,\ ~lJ-~i l ~'6~'ior~d?:,~r~~!:~1i ~:!~~it1b~li~~,~~:t~~'bb~llj:~~i~~~~1~ 6f: i ,i;i 

0.85-11-018, reg~i~ifn~---the ratemaldng treatment Of :qah'\s! realize~ [q,r .. -
in certain sales of: titlilty pro~er~x; ~c~'-.) a\~:~~nl~A~.~i.f~Y~~.~'f:?~~yg:!:.·i}~;};~-i . 
publi9_en~ity~· ~y 0,. 89-07-016 i irf:the-rulemaldng)proceedingi' the -hi: 

co~is~;i~~~ ~~~ri9~d!, :th~J:~l~y of ~ed'dth:~_ ~'t~~~ j ~~~~it.~~~nJ~o»si¥_: '-\'_: t :-: :'~'~ ~ 
determined the disposition of the gain or loss from'a ,sale of ', ... - ,)0':: 

utility property in cases which:meet all of the foilbw'ihg'criterla~::-<-: 
(1) the sale is to a municipality ol"'other,public'or;90vernmental 
entity: (2) the sale involves a~l or part of the utility's 
distribution system located within a geographically defined area; 

'-'-'jlll!;!£) )-"'l'f 
(3) the components of the system 'ar~ oro-have been included in the 
utility's rate base; and (4) the sale of the system is concurrent 
with the utility's being relieved of and the municipai1ty -br t>therL <,' 

" ~~>: ,~'~'.' - .... - ~.~. i .-." .. -.:" •. ~;~ ..... ,.~ ~-':~':-;-~':..". '.":-
agency assUlHng the publl.c ut111ty's obll.gat10ns to the customers 
within the area served by the ~ystein. The: hbidiitg of -0-. 89i oii:bi6-

... . .. - , ~ ~ :::. ~ . ~ " - -.".. ~. - - - -~ .. ; .".. ... ~; \ :" - ':. .a. . : - ..• ~ -jl" ;,.. -15 that l.f the ratepayers dl.d not d1rectly cohtr1bute cap1tal to 
the syst~Iisoid ,- and": i t -th~re 'a l:erio' ~dv;;rse 1inpibt;" "on' 'the-' :. -
rema-irii~g ratepayers, 'the gaih 'or i.~~s :{;.' to~2brue C to uti."iity 
.-' . 

sharehoiders. - , . 
By D.89~12-053' -onOec~mber 18,- '1989, the 6:rmmission-

granted a rehearing in respect to the dispositi.on of gain iSsue 
prev lous ly determined 1<n' Appi i~atloCn '-(A.) 8J'~05-ob4 , -th:er~hear ing 
to b'e guided by the polici~s- adoptedlnl)!.s9-o7":Oi6. That 
decision further air~cted Administ'iative r.awJudge (ALJ)-"Johh S. 

i. • . ~. < ~ ., • We1SS w1th regard not only to disposition of the gain in 
A.83-05-004, but ~lsci with 
which had- b-een def~rred -in 

regatd to gain or-loss dispositions 
other case~~ to require each utility 

make a sho~ing'whether: 
1. The ratepayers 'contributed ;ar{y cailital to 

the system sold. 

2. There were any adverse effects on the 
utility's renaining ratepayers which were 
not fully mitigated. 
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Z',"; f If a' rnaterial ". iS$l)e',oL~ faot-O' ar~p~'j ,toe, llla~~~r. ~ wa~ ] t~Lb~_,! ~f', 1 
set':f6r.'h~arinq. ,,;---:·1'L', .. 1::!"'Vr,~', JLt·rUi~, .. ;,;''.'>:,t~:l!',: \1.(1:,1;~ "~1 :';:-\"C;,' 

The'ipr-esent:'application' rf3v~als:~ ~~pi~~l.i9Cli" <If \,. f i.F!T 

appr'oxbttately .• $59, ~n'hon' tl}e·:systen.;s6~dt·tP~t;;sy~te~ l?~Clr~flg a net 
book value' of $9 i~O().r:-';: As I a conseq\len.(!~ ?f [the .~"~~. :PG~E Will lo~e, ".' 
annual revenue .Ofl $423,OQOi'-'i~&E also:lo~t ;!~2,,,residen~ial,, ',.'.' .... :',. 
custolJ.ers . and " 14 : commercial· custoners; an~' 22 . htq~ prf?ss~re,:'. . ;',,' ,,;. 
streetliqhts_ '", '.:.:,i .:.: :;," ',' ·:'i:i,~':· ',;~ ,'., 'I ',.',:']; 

'-, . At· the' ALJ~S reques~, :,PG&E's 'Man~ger-,of~ ~9J1struc;::~i9n'"" 
Accounting, Joseph F. o'Flanaqan,·:,.submJtt~d· a;-.s~a~~me!lt un~er, , 
penal ty: of perjury declaring' that' PG~E/,~' re~atning r?tep~yers had 
contributed' no' capital' to the el~ctricsy~tem s()ld~;;:The.l.ost . ':: 
revenues were in part offset c by oper(;l.tional, expense: avold,ed by: t~e 
sale, elimination of further depreciation and taxes, and, ,',;', 
elimination of any return on the utility/~,investment in the sold 
system.- '. 
Discussion ." : , ~ -

_ " Basically," D.89 .... 07~.016.·in R •. 88-11,-O,41 recognizes the. 

", r!" 

factual circumstance'that"the sale, and transfer .of. part, .or all: of a 
utility's service facilities,' together ~o/ithc termination of i~~ 
responsibility to serve in the future, are: essentially at least a 
partial liquidatiQn of the public ut).lity. The selling utility's 
business is diminished in terms of assets, revenues, and customers 
by such a sale and transfer. 

On the captioned transaction, the remaining ratepayers 
had contributed no capital to the systen being sold and 
transferred. Futhermore, the small amounts of mQney involved ,in 
the value of the system 'sold' and'the re,~'en:~esfor~g(m~. dernonst.-rate : 
that 'the~ewEii'e ri~ adversei 'effect;;; 'OJl' the rernainfng ratepayers' from 
the trans~ction." 'The ,loss 'C;;'f cust~~~r~. waii lnconse.quentiai. . 
Accot<iingly', th~re could b'e no 'significant- 'dt adverse economic 
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il'lpact;.doh:trenainingf cu§tonc~s;' ~r and the utili ty: continued able to 
serve its renaining customers without adverse effect, rtc?-:dit:linution h-: 

in quality of s~rVi6ei i and nO"economic harm r tQ,!be-'mitigated~' 

no 
'-"-;1 ' ,_ on'balartC4~~":ther~fore;c th,Fratepayers havinqcontributedw-u. 
capii:ai f to t.he ;sY~ten"~6ld~ a'nd th~rebein9·.no. significant .... ->:-.i 

adverse ecofloaic -lrnpact'~to the i remaining, ratepayers' fron· the '., :'!':::" 

transaction,'thEr 'tatepay~rs-are-'ii'cthe~ same' position before and ~,':l" 

after the sale. The conditions set down in D.89-07-016 of·., the 
rulernaking f j'>roceedirlg'· are met: '{or' the i c<l()itai- gaih after' taxes to 
accrue to~the' utility:and·its'shareholdersj' ; -':, " ,'0,:.: ,',' !,':.' 

, . Given the <Hearly miniscule' impact' to' remaining ratepayer,c: 
of this transaction;: a'J\d there ·being 'nomaterial: issue of fact ~' .. ,. 
invol v~d'~' ; th~;re . ex ists 'no need' for' a • hear in9'; , '. . . .' " 
Findings of Fa'ct '. , . '" 

: i~ in'the captioTied proceeding, while authorized by an 
interim decision to proceed with the proposed sale and transfer to ,. 
a lilunicipality of an electric distribution and streetlighting '." ii! 

system within' a'defined 9~Oqraphic area of the' municipality, and e 
where the system sold consisted of ali of the' utility's local 
system iil thatqeographic' area~ a transactioil' since consumnated / ' 
PG&E was ordered in that inter in decisioh:to reCord the capital 
gain in a suspense account until' further:Cornmission order. 

1 This co~trasts~iththe ~ituati~n in"~ach'of the three caSes 
cited ahd distinguished in' D~ 89'-07-016. There, App. of Dyke ~"ater 
Co. (1964 )63 c:;PUC '<~41, App_ of Plunkett water Co. (1966) 65 CPUC 
313, and Apb. of Kentwood in the Pines (1963) 61' CPUC 629 were 
cited as examples of 'siqnificantadverse effects to remaining,··, 
ratepayer~/where malor: pprti~ns of"the~~i~~t;.ies we:r,e" to be sold 
resulting in significant rate increases or inadequate 'service 
consequences to the remaining ratepayers. In each of the cited 
examples, the resulting precarious financial condition of the 
remainder would have jeopardized future operations (i.e., 
significant adverse economic impacts for remaining ratepayers). 
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\ 
A.88-02-011 ALJ/J8W/qah 

2. 0.89-01-016 in R.88-11-041 determined that when 
rate}>ayers have not contributed_f9apB:.~1~tt9 a system sold, and any 
significant adverse impacts resulting fron the sale to the 
remairiing ~ ratepayers -r are fl.H1YdnitigateU, a.,.~~p.it~l-:Lg~i,l;l: 0':1 loss 
from'-sale:-Of, utility property which ,meets .all ,\:Jt~l.9~i.te_ri_~'lo~".;, ' , ;,'!, " 

O. 89.;.07~016· shall. accrue -to' the utility} an.Q"i t~_; sl:taJ".eh.ol.q~r:s. ~ . .: L!'~ , ~:. 
.... .. ;~ ~ .... 

3. RatepaYers' contributed: no_: capital .t9i.~l:\~ .?yst,erq-h~f.~~l\ t-.',';'· 

sold and transferred to santa Clara. 
-\. In the application, tpe remaining' rat.epaY_~r~, ~~~~" not 

adversely., affected, as the, gain repre{2ents fi' .very) ~m~lJ .. ~m(>u~t of 
money, and the revenue loss is similarly insignificant. 

5. The fact and results of this transaction provides no 
significant adv~rse effect, .on the utility's remaining ratepayers 

. ~ -" . - '. ,- . 

requiring mitigation. 
6. The fact~~aild ~e;iults of this transaction serve to bring 

the gain dispo~iiioni~s~e ~ithin the scope of 0.89-07-016 in 
R.88-11-041. 

7. To permit PG&E to inclUde this. gain :~n,~hisyear's,·_, ;;£ .. 

financial results. the order which follows should be made effective 
.. • - - ~.' . - ~ ,. • I \ 

immediately, thereby finally resolving this severai-yeai-~ol~t --, 
application. 
conclusions of Law 

1. pursuant to the Commission's determination in 0.89-07-016 
in R.88-11-041. the gain realized by PG&E on the sale of the 
electric distribution and streetlighting system in the captioned 
application should accrue to PG&E and its shareholders. 

2. A public hearing is not necessary. 
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,t iT'IS ORDERED] that a'ft~r.takesi {th~ qain' re~l~zed, in ;the·-",,'; 
captio_ned··appt.icatron~ on the 'saie". ot,l the ~lectriQ Qistribution" and~"l ': 
streetiightin\{system'· s'ervtntr·thei· BEdi Aiye'ManorNo. i 6 <jeoqraphic:',. i'J 
area fn; santa Cla:rashould accb.1e' to~ Pacifi(~, Gas ;and~lectric " 
company and its shareholders. .;' 1:, ~~ ,of;.' (,~ i< ','L'::rif.;'j T "" • ','.;-

, :-.; This' order is effective ; tOday.. \': ,': i,." J'i "~:;' .-; i: t Ii" , : 

~: . Dated ~cembei:" 19 j 1990,"" at, San:: Francisco,' Cc'uiforniaL"" "; .,. 

-" • t~ , 

, ' ' 

',;< G /' 'MI~C}ikl.L \u'tk 'i,; )0 '; ,:.", 

President; t,' :','" 
STAt~LE'i W., HULETT 
JOHN'B~ :oiiANIAu' ,i 

PATRIOIA M. ,ECKERT1, .; '. 
commissioners 

I will file 'a written dissent.·· 
, , 

lsi FRiDERICK R. nUDA 
'cOmmissioner' 
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FREDERICK R. DUDA, commissioner, dissenting. 

Once again I am compelled to dissent from the majority 
opinion regarding the disposition of gain on sale. My reasons are 
essentially the same as those set out in my dissents to 
D.90-10-011, 0.90-10-018, D.90-10-023, and 0.90-12-023. It is 
fundamentally wrong for the Commission to establish guidelines 
requiring mitigation of the adverse impacts on ratepayers resulting 
from a sale of utility assets and then to totallY ignore those 
guidelines in subsequent decisions. 

In the present case, there can be no question that the 
utility has failed to make the Redding II showing that any adverse 
effects on the utility's remaining ratepayers were fully mitigated. 
Although the majority did not require quantification of the 
reduction in operational expense and return on rate base which 
resulted fron this sale, it is undoubtedly less than the $423,000 
annual revenue loss associated with the sale of utility property. 
After all, the net book value of the systems sold was only $9,000. 
Thus, the capital gain of $59,834 should be used to offset the 
adverse impact of the annual revenue loss. 

By finding that an annual revenue loss approaching 
$423,000 has no adverse effect on remaining ratepayers, the 
Commission ignores reality. 

I must respectfully dissent from today's decision. 

Frederick R. Duda, Commissioner 

December 19, 1990 
San Francisco, California 


