
};LJ/JBW/p.C 
(.', 

" ' 

Mailed 
... ~!. ~;~·',I /~::c! .... · :""""""-:,1". 

FEB 2 5 1991 

Decision 91-02'-049 February 2l, 1991 
,'.,.',' ..... .': ... ;1,.< ";.:> ',.,.':c·, ','.4 ."1",,,:': .I.,.~,;·:··:~· .".,,:.:.:~' ,;~J'.~: I"',' .• ,"",1 ,',"'!I:,~~: .. ~;-::,:,: ", 

BEFORE THE PUBLIC UTILITIES COMMISSION ,OF, 'l'HE ·STA'rEOF CALIFORNIA ~ . 
~ '" .....' ... • • ' ' • ,. j". .... ' , • 

Appl·i.eati.6n':'of'P"ACIFI"C GAS: lAND·' ) '':' .:~' '. . '.:.:.:'.: :,. 
ELECTRIC : COMPANY: and, the, ;CIT);,,: OF", :~"'" . rnJri~A~nB'l~J;\ n;'~·'" : 
:~p~~~!~~ t~~s~i:~~'~n~~~~~;!~~,~g ,,"; )': ,; ',~.lruU.l!1lRj~W~.;, 
the lat.ter cer.tain :e-lectric:.: :," " ,: .,) . ' .. ; Applicatio:c.90-11~020: .. '; 
dis.tribution facilities, in ) (Filed November 14, '1990) 
aceordance with ,the' terme: "of 'an'" '~" :.) ::-, ,I ' •. ~ ~';" . " , '" '.' "' .. ~ '(:' ~::.:: :;; : ".' '. 

aqreement 'cia,ted· ,July 1·7·,; ~19:9.0 ".;'.: ~; ,',./ " )', ,', " : .. :.:'~: 'Y}' ,";', 

"~i' '. ,,(~l~ct.r~~), ,,0' }9, E)... ..... ...): '., 
, ,I, ... ,. '., • ,', .. ,J .~"., -' .J,.J..~, ~ I .:"",1 I • ,_ .'1 )"' .. , ", ,'.- r" r •• ' '., 

"l, ;'::ft; ,',~,.,.: .. ,:,: ,'"1(', .;~';, ... :,~ .... ", .... :.:.,~~ ... /.,'. ),'/';", '.r , , .. ~., .. - J' , "', - -+ , . 
Application .,of PACIFIC GAS· AND ). 
ELJ'::C'1'RIC' ';COMPANYand :the- CITY":OF." '. r: " .. ' , .. ,::.' <:(::.',.< .. :. :.i. 

• -,' '.,' "r" ,', 

REDDING;for·W"an·,order, authorizing r , , .... ).. ).:, •. r' I'" ~I ,'....... ,',,' 

the former, to 5.ell and convey ,to .')' Applic'at'i6n'90~11~02b" .. ' , ., 
t1;e lc?-tte7' -cert'a~n :e-;eetr~c:' . .' ~,:, Y: (:Piled' November . I4~,·:I:9:9·O,)~"·· .:::, 

~~~;~~~~!Oes.~~c;~*;t~:S~~~~t'a~J'" ,,/. .'r',' .. ,I,;':');:;': ", "'.-'; .. , j," '~I{~~ 
agreement dated ~June '19'i<l'990 :"J.~ ,y. . '.,: ... '" '.': .::-.<.;.::,::, .;: ::: 

.' '.,,·.«Electric),;,{U·3::9· E)'". : .... ~.;),:, .,' ' .. "', ;,',,', "~"~i. ,:': .. ' . :;"~: 
, ) . 

, • ! t.,,,,, ,I. I 'I ' :., ~ •• 1. ,.J.,. " '., --.1 '. ) 1, ~ .. , , I' • , 

Application of ,PACI:F.IC, GAS AND ; , : ', ... ).'" 
ELECTRIC COMPANY and the CI'I"Y OF ' ) 
REODING'for'·an'6rder::author'lzinq.r::; ")'" .,; ... i.': .'.J ":~:ii ',',',~, 
the. former to :sell-:and::c~nv:ey,to, ' ..... ), .... Application~,90"'711,~027, .. :,','j" : 
the latter certain electric. .. .) (Filed' November 14 ~. 1990') , .. " 
di5tribution"'faci'liti·es~~;"in.i, . "::,..'., ,.:}',;·l .,' .... '.: "',;,'''':-'':,.', 

accordance/,with (,the terms of ani' . ,) ,', 
agreement dated' 'June 5·, 19' 9:0 ~.' ') ~ .. ,. . 

....... , ':""";'(El:ectrie) '(U39"E)'!'" "")' .'.:,: .... ; " ",' : " 

, ":'J ." ", ~.. ) 
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,S,lltemen,.ts of Fa£t.: ...;. ;.:, ',' .,,-.1 ',.,.' .;j:' ,:', :',"., '.; "~:' 

',' )'. , .> ,I>acific Gas":,,and. :Electl:ic Company .. (PG&E) ,s,ince October 1,0"". 
( . .' .. . -". ~ .....,...~, " ...J. ..'p " 

1905":has:.been.~an:;~peratinq:,public uti.lity.:~~orporati~nijo~9'a.~ze<i.J:: '~0 
under the laws .of the State"of, .California.. ,~G&E, ,i.s,.enqaqed ... : -, .. ; , r'· 

• I""'~ .' ........ ,., I,) ' ... - '.~ '" 

prine ipally,· in· the· business. of" furnishing. ·electric . and 9'as- seryice ~ . 
" .... _... . .' ", ',. ...,., .. '" .... ' 

•• ' "," / I" . , .. ,- " " 
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in northern and central California-;PG&S also produc'es' "and se'Il's·j -
steam"''in'certain 'parts ;0£' Stin ; Franeiscoi • ;.' ., .. : ,""; ,";t.:":; ':':: ::-:' 'J"~': . 

The City of Redding (City), located, in·.Shas~ta ,County,.. ,is . 
a municipal' c02:poratioii:existirig under' the 'law;'of; ;~he: ,"5t'a.';; ~;f:'"':::"":-

, " ,', L;, : .. !~: '.: . , ,:' l' ".,,", ),:,'~ :"1, "'·:I'~i· ~j'r,:""';;"':"~' 

Caliiornia .. , ,For, .30me~,t.l.me: City has owned .. and operated an elect:z:.:;.c,, .: 
distrib,u:tion ·.syst'em·servinq.~ithin the Ci~Ylimi~S.~ :'Fr~~' th'~~ ::~: ,-',> ~ 
systemC'ity fur~i'shes' elect.r'ic (service. to:iti: resict:e.rits;~<,·-';·;:,~;~,;~,~;~::~,.··, 

In accordance with its public :utility serv'ice,,'ot>l:tgations; 
to its dedicated service territory, PG&E h~s provid;d~i~~tric 
energy through three small area electr1c distribution systems in 
three unincorporated areas in Shasta,.CouritY: 'ne"'; 'r"City.,,,·': I.I~~~~,~~~t.·,.,.~ 
years City has, annexed these three areaz', "known' as:,CountY';:OakS:<': , .... ~", 

I '. .j • ~ , • J I ",','. I " f. ' , " ..... -, ,. '/" ~, ,".. • 

Annexation .No. -8·8-5 {see captioned Applica-eion,,·:(1l. r .. 9,q:-';1-Q.2'9);':·: ',. .', 
Sheena Lane Annexation No. 86-3 (see A.90-·11-02'o.r, : and, Oak··MeS4":·" , 

: '" ' '. , ~'.~ I' --'" I .: • I .... )"· '. , I', , 

Annexations No. 80-11 and NO. 85-1 (see, A .. ,90-1,1-027j,; ~:::t~e,:: ~ .. ~.;,,:;,: . 
respective annexations ~eing certified ~y the:Executive-;Officer of 
the Shasta County Local Agency Formation ·Commission .. ·-on·· .. June·-·Z6·' ,. >'" >< 

1989, Dece~er 18, 1986, and January 14:,'/'19S1 ana 'April: 10;"·: 19,5S.> :,,' 
• .~'" I. '. '.' "\ , .':''' ,~\ ,.Of .. .: .. ',: ""j .. ,c ,. ." I : 

City now desires to acquire these three ,.PG&~:;l,0,c4.1.,~~:r:e~,:,sY:~-;~~1:0-, ' 
incorporate them: into its municipal electric" distri:bution system.,;'; 
Faced with 'City's de'c'lared 'intention, PG&E ~gr~ed;~o<~li:,~·~:'::··.';.(. : .:: 

Accordingly, on July 17 , 1990', 'June' 19," 1990; ,·,~nd:JJunei,.5,,:, 
• .' I I , " , -,. ;'J .... )' ~'. . .. ~ .... ". . :'''f \, T, ........ j • 

1990 relative respectively to the captioned applic.ations;:-.PG&E·4nd .' 
, " •.•• I 

Ci ty executed Purchase and Sdle Agreements- whereby .PG&E.'!"s'helectrie .. _ .. 
local area distribution systems in the three annexed areas would be 

sold to City. By the·captioned.'--4pplieations the parties seek ex 
parte orders of the Commission authorizing the sales· and transfers .• 
The systems to :be sold are described in Tab A of the)'-respect:i:ve':-:::::,~: 

applications.. Upon the transfers ,'PG&E also '~seeks to ,: ~e; 'relieved 
of theduties'~arid" respons,ibilities (,includinq'a!J:':publ:ic' ,utility .. ': '; , 
obligations) "of' an electric 'corporat1'on'within the respective~~ :.t· ':.,':, 

annexed areas .. ' FinallyI' pursudnt"to Rate 'Making"Treatmento,f::: -,'",' 
Capital Gai.ns - Utility Sales to Munitipal.ities (1989) 32 CPUC 2d 
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233, PG&E;request5 thatthe'9ains,;,on the.,three, cAption~d(~Ale.s. ~:: 

allocated to· the· utility and·, its: ,shareho.lders.; : ;,:/~; \'" ;,,,;".".:' 
The purchase prices agreed upon ;oy, the. pa:cties., .. ~o;:~: the: " 

respective systems are:. ;$637,.53·7 for. CountY:,Oaks;, $9~1.,S;4 fo:c 

Sheena Lbne·"and ,$31,.452.50 ,for Oak Mes:a~. For"the County Oaks"". 
, ' , . 

systemi' .the. his.torical book, cost was $480,.200 with ~a deprecia1;i<?~ 
:ceserve of $98,700, leaving a net book value of $38.1~~O'O,..;r~~.~~ti~g 
in a gain befo:ce taxes of $256,037. For the Sheena Laner:sy~~~~,,:,. 
the h1storic41::book··cost.was,.,$'&'r900; with a depreciat~on,;,reserve 'of 
$,1,900, leaving· a, net book value of $5,.000"resulti~g,:in a,g~in> 
before: taxes, of $4 , 154. For the;. Oak Mesa system, the .1.'1isto.ri~~l~:. 
book .C08t,:was· $l6·,901 •. 04. with, a depreciation reserve,of",$6,:~3.3.52, 
leaving ·a·,net, book value,. of $10;,467.52", resulting ,in ,a.g~in):)efore' 

. taxes. ,of $2,0,,98.4.98. . ,In each ins;eance ,City will ,pay..: sev:ex:~nce , . 
costs." Adj,ustments, will, be, rna,de ,for any additions, ,to.an~(",:~; , ' "': 
retirements-from the" ,systems;,' subsequent ,to respective agreed dates 

" ., • , • I' J 

and prior to conveyance to~ C·ity" at, PG&E' s net ,value Pl.us::~5%.", , 
By the, sale and' trans.fers" the 175 :res idelltic!t.~ s?sto~ers 

of the' County Oaks area". the 2 reeidential" and .,1" commerc:i~l~ ,,:' 
customer., ,of the, Sheena Lane area., , and:, the 12 residential~, an~ ,1, ... 
agricultural customer .of. the, Ook Mesa;:,; area ,will become customers, of 

, ' , I "' _.~, J., .,' 

Ci ty I ,and.PG&,E will, lose· res,pe.cti ve annual revenues., of " $,101,0 ° 0 , ,_ 
'. .. I ," ~.... • 

$3,055 .. 12', .and, $7,35·0;., . The. trans.£erto:City will.n~t,r~~~l.t in;~n 
increase' ov:er PG&E~ g." presently e·ffective, rates,a,nd, ch~g~~ ~~r;,1 
these customers. ,PG&E ho:lds" no line· extens,ion. or ' other credit 

.". .' ~. . ,.." 

depOSits for,the,custome;z::s involve~. .'.'.:' " y' ',," ,',',' 

':.Current ,ad, v:alorem. taxes£or:.~ the; tax. year; o'~,:,the_, 
conveyance .. wi 11 ' be prorated as., o.f.: ,date" of eonvey~nce,.,. City. ,has " 

.' , • + • • ••• , 'J .. , .. ~ •• ~ -' , 

also been advised that certain of the facilities involvecLmay,.;, _, , 
.. 'T~ --' •. " .... I .• )· .... "!J...,~· 

contaj~n .. ,po'lychlorinated~,,})iphenyls~:(P,CBs), a haz~~~.u..~ ~terial, and 
City. ·wil'l ,assumeliabilitYr and r~s:p'ons,~ili:ey for:.c.~~p,;~a~~!.,~~~.):J. 

a-ll:· laws, standards" rules, and· ,:t'equl,ations pertaining to·, sarne,...".~ 
.' . ~ •. _ .-! ".~. '..,.... _f • I 

Fac ili:ties;., are' .sold, ",as,:is-oo:,"':'I'h~ fa,cilit;ies, sold.:.are:.:.pr,~~~?~y .: r; 

-,., 3:.-_ 
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3u16jectto ~the lien of':;PG&E"3 First and Refunding, Mortgage,,;' ,,: 
Indenture, and PG&E will": obtai'n·' removal of~this": enCUmDrance", from.: ' 
the":'trusteeofthe 'indenture. '", , ~ " : " ',., ';' 

, .. !. Notfee,of' the"'fil'inq' of' the,'captioned applications~'·"·'·." 

appeared: in "the Conunission's 'Daily Calendars of November:h 1.9,'"l990:;; 
(A~90';'ll:':'020') and Nove~er' 20, : 1990' "('A. 90-'11';'026 '~and,: A. 9.0':'11-027')', • . ,. I,l'l 

~ '., ~ ( .• r , '.' of .' ':t 
DisCuQs:i.on,1 "" ' "'., .';~': 

'> " ',. 'While most<:California'Jcommunities' obtain: the'ir; electric: 

services from, privately ,owned 'public utility corporation!.: such a.l;,' 

PG&E/ some cities "prefer andiare: able to' invest, in the,;'aequis:ition 
of their; own' electric distribution facil'ities~ and: thereby,: are" able 
to'take advo.ntage, of thelow:'wholesale power rat~s av~:i'labl~: for': 
cities 'from' the federal'qovernment"ssoul:ces .. ,With,"lower financing 
costs than those available, to privately owned" pu))l'ic' uti:J/ity, ',:,:: 
corporatJ.ons ,cheaper' federalJ:Y"subsidi:zed' power· sources:~1 anet' not' 
having to pay income' or other' taxes ~ . c'i t'ies 'are' often 'able· to, ,': " 
resell to their inha:bitants;' this federally derived."e:lectricity at 
rates lower'than those' a privately owned' pul:>licutili:ty,must·;· 
charge. 'But' to be eligible' for federal preferential power '.'." 
allocations,' 'a municipality; must' own it's own 'electric d'istribution 
system. Redd'inq does'. Usually laeki"nq their own·tra,nsml:$.s.ion·' ' 
l:i.ne~, cities' customarily pay the 'local' privately' owned pub-lie', ' 
utility to' wheel' the federal' power. "Thento"meet'<it~' utillty·,.)·, 
Obligation, the: city will contract with,: the local public~ 'u~ility:.' 
for wholesale power purchases a's" 'needed to' au9ttlent:',normal :,., 'f"" 

requirements ~. in' many inst~nce5 placinq' upOn· theJ!oeal, ',publie 
utility, the need: to 'have avaIlable and carry peaking' pertod" !" 

capabi;l'ity~' . " , r." 

"'I:n Cal'ifo'rnla; a': municipa'J;'"' corporation' 'le;,'empOwerecr, to' 
acquire,;const'ruct, oWn,> 'operate," or lease: any publ.ie,:'uti'l'ity:::: '. 
(Public Util'i:.eies'· (PU) Code's 1'0002.) Thus; a', c:ity):hag.: the-'power' 
of ·'eminent'· 'doma'in to: aequ"ire- by' court proeeedinqs"alr 'or;'·any· ·part: 

- 4 
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of"'the di:stribut'ion,'facilitfe's':o'f" a'ny private'ly;-'owned':public~':' , ." 
utility serving within'lts' ~·oundarie3.; "Faced:'wfth;;thi8~-overhanq1nq 
potent·s.al;' eminent 'doma:il'l:'· threat ~': in' 'order to' 'av6id:~ expens:ive> t, " ·'.,r,., ~ 

condemna1:.ion .. suits',·apu:blic· util:ity corpOratj.on':'involved;·"in;~· an' 
annexation,"s'imil'ar iothe present situation: is often::willinq to:". : j 
sefl': i t:s'; invol'ved' faci'l'iti'es: to<the" c:J:ty:'by' direct' neqotiD.t'ion',and/~ 
contract for a sale.. ' ", '::: '.,.. ' .. 

'" :. ":-Suchis'tlie situ:ation 'aria' procedure beinq 'followed here. 
In themutual'interes't' of s;avinq' both:: time aner- 1'e9'al: expens~,' City 
arid: PG&E have" bargained for' an. apprec;L'ated'price 'for'.'·the 'faci'lities 
involved~ As I P'OCode' 'S :851": provide's that . no. publ'ic utility·,other. '. 
th~n"a 'common:~'earrier'by rai:lroad:"maY':3el~1' the'who'l~ .. or"anyl·part" 0,£ 

its system necessary or::useful ;i:!i" the' performanceo:f;: its public" 
dut:ies:: without' first 'obtaini'nqauthorJ:zat:,i:on,l,to do; so: from::'this·::~ 
Commissi6'n, the 'parties have' 'filed thi'!app-l:ication~ :"", '.: ::' ... .: .. , , . 

. In the usual private-'inveeto:r transfer~ proceeding, ~the .. , .' 
function' of the Commission is to protect ancr :safe9U'ard, t'he' ,.; "., 
interests of' the:' 'pu]:)lic • The .. concern is,tO:prevent",:impaiX"ment: of· 
the' pul:il:ic' :service' tiy' the' transfer of utility 'propertyi:and.; :.: ' .. , 
functions into the hands 0 f parties incapdble of',' performinq~ 'an'~ .: ' 
adequate 'serVice' at reasonable- rates or upon termg.·whieh,would 
bring about I'the same' undesirable" result., (S2:'~" cal' ':Mountain';,iWat42r 
~ ('1'9'12")1' CRC 520) ~We:,'want to' be-ass'urad' that'; the·' (pu:i:e-naser, is 
financially' capable of the acquisition and of satis·f'4ctory·, ':,' ,',' 
opera'tion thereafter. " , ",:", 'I"~ ::/: • , -,' 

But in this proceeding we do not have the usual private 
party transfer. A city is the purchaser, and where a municipality, 
its corporation, or another governmental entity is the purc~ser~. 
OUI ;consiclerations~-are-somewhat di,fferent .. Since the, rates., ,to be 

, ~ \ ' "., ~". • • h 

charged bya municipally owned: util.ity ;must']:)e' fair:"",reasonabl:e,:~ -. 
Just, anCl nondiscr£nuriatory,( AinerieanJiicrosYstems;..);,nc:.';;). 'City' ~9f 
Santa. Clara (198'2-') 1-37' CA' 3d: 10371"1041) ; and: the city is.'· ,assurect,:,.: 

, . . I 'I.' .' • .• ; '. • . ,,'.', ~ J ", : --.1; '. 
of an electric supply, the 541e and· transfer involves. no. ,risk to,;,~ 

, \ I ..., • " .~ • 

........ I 
, ••. .J •. , , 

- "S -' 
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, " ... ·) •. ft '.I','. 

the ratepayers ·.going, w.i.:thl}:hesystem being, transferred.". Were. "the ... 
. ~ • .t. J... ,. ,.. ~. " " ., ',", ' .' "-or ' I • \..' 

Commission: to.i,refuse .. , approval, of th~. sale,: and., transfer ,.,City, .. cou1d . 
-" ". I '" , • ,. I ••• ". '. ," .• ," 

proceed in: eminent, domain ·tOI acquire the, system ... and ,.its" .. customers. 
'. , ., .. • .' ,"'.1 .f 

without· our· consent: (se.e. People ex· rel. . ...l.UC vs. City of Fresno .. .-~" _ 
(196.7) 254 CA.,·2d. 76,; petition,J"for hearing denied by, Supreme, Cour;t., 

•.• • ,," " • '~_'.'''''' I ••• •• 

Novem.Oer: 22,·1967 ) •. '. Accordingly,. the Commission. approves· t.he. s~le 
, " ., .,' ,.,. ,. 

and transfer. 
' .. Under these circums.tanc.es,. we· .s.ti11reta.in j.urisdiction 

". ., ! '.' .. • • , .. \,.. 

to· formally. relieve: PG&E .0·£ i ts~, p'ub1ic.: ,utili ty: ob1igations .. ,wi th.. " " .. ... - . "'" "" .11.. . .' ,J, 

respect. to service for··. the .,.area. ):)e.ing, transfex:red .t~.; Ci.ty, .and· upon 
• , j. '..... .",. _ ,.J" 

consummation o·f the sale, and·, .transfer,~ .. PG&E wil~.be,re1ieved. of ... ~. 
.. • . . .. .' '.0 • , •• ', J." .'. 

these .res,ponsibili.ties.·for· .·the.· County Oaks", SheeM.. L4ne., .. ~d Oak" 
. ' .' ". , .'. '. , . '''' '" II ...... ',~ ~ .. ..J' -I 

Mesa areas being sold." : PG&E .. has· annual gross" intx:ast.ate revenues, 
• , ,. I • '" ,. ~ , 

exceeding~ $·750·,000,. Accordingl:y:,.no .payment of: collected. Public .. 
., •. .. • • • ~, •. ,.... , I • • 

Utilities Commiss.ion· . Reimbursement) fees. w.il1 ,be due .and payable". . 
. T' • • .• ." £ ,/ .• , 

upon·, this. sal~;,.' rather: fees eo11ec;ted .from...ratepayers. in,· the three 

areas prior to" conswnation o·f. the sale and trans-.fer ,wi..~l~ ,be: ~'. . ':""~_::: 
incorporated for payment: with the utility'S regular ,quarte;rly. ."" 

• • I,. .' _ ••• • ••.••• , .. 

payment in· .the qua.rter fo'llowing consUlll4tion. date, o£ .. this.. sale, and. 
. . '~."' •• ' •. ' ,r' "', •• 

transfer (PO': Code: S 43,3~b )... . I,," '.: '... ,~I> .. ,",:.:; 

:~ .. ' Remaining·:.is ;disposition of. the.C4pital g~.~, 't:o ,:b~ .. :, .. < .. 

realized· from·,.the· .three· sales ·herein· .authorized-. In Decis..ion ~ _. - ~ " .. _. " . -" .' . '. , .. ' .'" -. '" . .".,' .', ,;.. ' .. 

(.D. ).89:-07:-016: .. in Order Instituting Rulemaking, (oR. ).-:,.88-1l-041'I a· 
• ".. 1 ".,.1 " .. 

proceed'ing': invol V'ing a· fac·tua1. s·i tuation .virtuallY.lidentical .. tothe 
facts present herein l , the Commission addressed .the.,i~su~ ~heth~~:" 

',1/":,"- _., 
, ;'.}I, 

'.' '., I, ' " .. ' 
, 

. i .' f 

IBasieal1y~ D.89-0'7-0·16~ in ·R,.·g.S-11;"041 reco~.:Lzed: the· ·fact:ua-1:Jc 
circums'tance:that· ·a:· sale:: and .t~ans.f.er.,of'rpart. .or. .. all.,of a .. uti.lity"...s 
service facilitiee, together with termination of: its.resp~n8"ib£lity 
to-· provide .. future 'service in the'area served'" by ·the' sold; .• ~: . .': :~:: :.: :. 
faci:lities·, is, essentially at least~. a partialliqu·idation 0'£'" the ..•. 
public utility. The selling utility'S business is diminishe~ in 
terms· of assets, revenues', and customers by such'<a·:sa·lea:nd ' , '. 
transfer. • 

- ,.6 -
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" 

gain or los's, '~as' the' ease' 'might> be-/ on, a, 'sale:) 'such:· "as.· .. those"present 
herein~should be all'ocat'ee:( :to'> the sEil'ling ut"il'ity's:,investors., or:: ,':
ratepayers. In Ord.ering' :Paragraph 2' 0:£' D'~ 89';"0'7:';"0:1'6 i:·the"':Commis's·ion 
stated· that' sU'ch" capital goain' or' loss' shall'" accrue!', to,' the utility 
and its shareholders ''to' ,the 'extent tbat:' ·Y, ... ro, - • 

/1) The< remaining' ratepayers on the sell'inq , 
,utility;'s sys.tem are not a~yersely., 
af,feeted, and '. 

, "" 

2), The ratepayers. ~ve;- ,not "contr~buted, capi:ta,l. 
to the distribut~on system be~nq sold and 
traneferred~' . . ' . , "';;',. ,,~ , 

"', ' 

I • • ' 

" .- .,"/" 

, ... ' " "', : ,:~, ., 'r, . ' ' . , ' .. , " 
In none of the situations involved Intnese cases did the 

value' of the p~'bperty 's'Old" or the "l~~t re';~n:~es:' 'in:vol~e' lar9:~~~w:ns' 
, . I ., I I" r ',\ ii' { ,. . " " 'r • " • .' , " ..... ,i ,~ ..; " • I, • t ;" .~, .• 

of money. ,In'addition, the lost,revenues are offset by operational 
• I,' I. ,: ,', , • .', ! I, 1'1. ," I ,", ,.,," '" .,' ;"., , ... I" , ... ","1' .'. 

expenses s,aved by the sales of thesys'tems' and elimina'tion' of' any 
ret~~o~'th~~tiiity'/~" in:~estme~t:. .' .'. ," .. ' .':': ,:(.'.-",~' " .-

. {,.; : .-; "'1'.: t, .. , .j:., .. ' I' <'; '.' . J • ,:,. 1 '." " ".,' I, ,'" I It,· "...,. 

With regard to the eap'ital for the f'aeilities being sold~ 
PG&E states "that' n~ operating reve~ues 'pursuant tc.?arran9~~~nt;:-'-;:':· 
such as the'GEDA or EEDAPrograms (83CPUC 16,19.'21)' o:r f~nds"- ' 
receivabl~' ~~d~r' a PUCode Seeti~~ 454 ~'3 prOgr4tft"'O'r camp'arabie: ' 
program were the source of its investment in those facilities. 

, Furthermore, the small amounts of money involved in the 
value of the systems sold and the ~evenues foregone demonstrate 
that there were no adverse effects on the remainin9 ratepayers from 
the transaction in each instance. There were inconsequential 
losses in customers. Accordingly, there could be no significant or 
adverse eeonomic impact on PG&E~s remaining customers in 'each' 

".""'~:' •• , :," • '~.' :. "I,,'~ ","~ ,.,~.' •• :";'j'':; ~'. ':, .... ;.'--I .. ~.~' , .. !;.~/,', ... :', ',)~':, ", "I"~' I' 

~ .}' . , ' .,i"· I I ,", - j /.. 'j ,', .' ' - " 
," ',) ,." ) ," <. 1 ~ ~, •. :' '. '. ., .... 

" . '... ~ , 

". • l.', ""',:.J " 
"',.". f , .: \ I' .. ' I j~ ~ 

, • t • 

," _. ,I., .. l ... 

" , '.1 " 

I' :. J ':} ':, 

. ' ,'. " ". ~ 

" " 

, .. , ',' 
." .,.1 

" •• "r~' 
.,:: " .• ,.1., ..• ' 

" ,'."/" " "',: . ,'"', ". " , " ", ., ~ . 

.. ,:~.;., I :~, • • ~ • f 

!. ,'", ',.J., . :~: ,",. '. ,.j 

" \. "r 

'," ' .... 

• r-,~ 

". I'" ... .. , '.' 

I • I' ("',' :,...- f j :""J:':' I .. :. ., ..... :~, .. :-) 

/' '.. ""'1', 'I~ :~""J(:~.,; . . .'~ ~',I': ". ,'; j' V :~",: ",r~:~- " ',' ~,'...,: .... '/,I:'O:Jj 

,; ,1.,.,,, ":!:"':',' J,l"':.;j;-;'~.)' ~"'I I·~' :',' ;1' "'I~ ., .. ,: .. d :)~,Li:'Y,;.' ~:",/:,;)~·:,.~~r:,?~"'::: 
"'(~:' : 'i.'~·' ',-;:")".'tr/,,:,:~~ '~',"":':"." f.:;~:".'./~)'~'. I.''"~'.):,':.J ... ~.' ;.;~i·,~!~:, 
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ins,tance·~ ,(, and PG&E .. cont,inued.·J ,able:, t~" ;s,erv:e . ,its· remain~ng=,:. . ' .. " ",~" 
customers: without, adverse e.ffe.ct, ·no" diminution,: in ,qual,~"~Y ,of:~.' "'.{,; 
service',. and no, economic'; harm· to .~. mitigated.... ' 'r, r', •. : ;,' ",' ,,:',' 

",' On, balance:, therefore", the, rat,epayers.Mv~%lq,: c~n:t.ri,:buted, 
no capital to the systems to· be, so-ld".and there~bein9'"no .. ,;,;: ::' 
significant adverse ,economic imp~ct, to:: the ratepc~,yers f~om the 
transaction to be mitigated:,. the ratepayers are-: ~n' the same 
position after as before the proposed sales.' The condition set 
down in 0.89'-07-01'6' of the" rulem"akin9' proceeding; for7'the capital 
gains after i';xes t'o accrUe to the'utilityandits '~hareholders 
will be met. 

Given the absence of adverse impact to remaining 

' •. , I 

. • • • f' I . • • "'" I. ~ (", '" r""" 

ratepayers' from 'these thre~ transactions ',: and t1.1e a~s'ence of dny 
oj, '," • ,. ': ' •• , ".) •• ,' \~ ,,~~, •. ,.:/~.:" ""., "( 

protest, there exists no need for a hearing. 1'he sooner the s4les" 
; .•.. t, . , t I" .'. , ',' '",' ,:":~.,, ,. ," ,~,' .Ie :'.~) ~ :'.,:,.'~:. ,"'; ' ... ':., ..... ,' i: ~' 

and transfers can be authorized, the sooner the consumers who are 
.. ,. " j" . '. . " " '::, ". . ''' .• ' -.'.', , t'.".' '. ;',' -(",' , , ... ,~ :"'" ,". .' ' ...... I 

to' be transferred to municipal' service can obtain, the rate :benefits 
, '.'. . . !. ..' ':. , 'I "., .. • " : I " ~ .' /' ,-" • ) '~' ( .... I , .) . r < 

they have been led to expect to receive~ Accordingly, the order 
,J" • '.!'. " . • .. . . . ':' ,,:'.. " ~ ',~; f' I ; ':: ~ 1/'1 

which. follows should be made effective immediately. Because of the 
. ,'., , '; , ' ", i • ' , , .. " \ . I. " .. " .~.' (", v, t" • " , ',) " f 

virtually identical factual sit·uat'ions' presented, the 'three"' ,,", 
.• ,.,: .'\ I '. \' '. ','. ' ..•• ", ~''''''',' '_, , . ': '" :'I/~":~; ".~", 'I 

captioned applications are ,be,ing consolidated for decision:', " 
• f "~ •• ;.,.' ' .,. , " " ! .' • ! .' ':", , :' ' ' .. I ~ ! .:. :!..:.. 'J ~ 

,', 

, ", ~"\I'~ 'fj" "I' ..•. ,,('; ,".,", ".-.,,,,~, ~ 'r .. ,..,./}",,/,,: ,'.""'~ ',,",,' 

2 This contrasts with the ·si'tuation'1n 'each of"the 'three" eases"'" 
cited and d.istinquished in 0.89-07-016. There, App ... .9f Oylse Water 
~ (1964) 63 CPUC 641, ~p. of Plunkett Water Co. (1966) 65, CPUC 
313, and Appl._ of Kentwood in the Pines (1963) 6·1 CPtTC 629, were 
cited as examples of'significant adverse effects to remaining 
ratepayers; where major portions of the utilities were 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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FindiMS"Of"FaCt:~'J "'".", ,.:::'),;: :'~,,; i, \l,":"(:O";C .•. ~.: ,,::;: :>:., " ... r ':J~'",: 

l·.:··~·PG&,E;'provides pub-lic"'ut:i,'l,ity' eJ:ectriCJ~servl.ee in: ll'l4ny-~: ,'~ 

areas" o£:::Call£ornia, "inclucl'.l:ng :areas:in"·and: about C.tty..::-:.~~0, 
2. City, a municipal eorporationl'o:f: ,the: StAte, o:t ~.J:ifornia, 

for:some·,'t:l::Ine 'has: owned',':and"\ operated: 'an' elec.t'ric:;,d:is.tribution-" 
system in areas within c'ity:'-ls.;m.its:.~':~ '~,:.: .. ';,., . ", "',:J:.;i~·." :::' ..... / . 

. 3." In>recEmt years' City 'completed annexa.tion::(proeedures .. to 
annex the County Oaks, Sheena Lane, and Oak Mesa :a:rea.s:· to: C'ity~ 

4:/' Inthe-interlm "since: :the ,annexationS-i' PG&E.:has.-:'continued 
to provide~ public: 'utili'ty electric' service :,to .. the'three, annexed·,:.' .' 

areas. I.J ,'j: '.:' " I ~\' , I I . I I ~. '." !-::I " ; , .. ' .. "., ,.' j~ f"," '. . 
, .~. . 

::" 5".:: City plans and. desires .. ·to:take: ..over::andL'acquire-: PG&E'S 
electric distribution systems ·:in' the County· Oaks,.. Sheena.; LAne:,.: and·;, 
Oak 'Mesa"areas,' and' has", contracted~'with PG&E, to, 'purchage:~theS:e: 
systemsto-"incorporate' 'them' into CitY"s.municipAllY' .owned ·'system. 

6. The- 'negot'iated' prices. for···the' :threedis.tribution,:·;,sys.tems:· 
include gains over original cost less depreciation, anci::ax:e:.> " 1::"". :. 

reas·onable .. 'i· ,'" .:, :,,,' ' .... :.:., /" ,,-j:>;,.' ":',' 

, ·1~' There-is' 'no knoWn·:opposition ,"to, the proposed>sales:;-,.and,', 
transfers.. . r:r:~.;. ' .... "'" '"~.~ :,; 

""8. 'Itcan"beseen'~with" reasonable';certa.:inty<that :the .sales' 
and -transfers' to· City presents-"no' ':s:igni,ficant' 'impact. on ,the ': :,:' ,;, .. ' 

environment. 
9~~·As."··a·publ.i:c 'utility continuing-,·to. ,operate<after: these 

sales' and' trans fers., 'PG&E, '·remains!' :respons.ible : to : ,the', : CommiS'sion~ ~for 
remi t tance at the appropriate time<of' :''pub,tic'' U·tiJ; .. ;i;ties/; ComxrU.ssi:on.· ': :" 
Reimbursement Fees collected in the transferred service, .. a:reas:·up~::to, 
date the sales and transfers ,a'%'& con-s.u.mmated;..::!.,' .:':: .. , ';;:,(,' .:. 

10. O.89-0'7';"0,16-:':L·nR.8'S-I'l-041 determined that,; when' 
ratepayers have· not'contributed.'c'apital··:to,::a:.system: solct:,z' and any 
significant adver's& 'impacts.resu'lting ,from·:the".~sa:le to,'reha ::-'~:i '. ': . :. 

remaining ratepayers are fully mitigated, a capital gain;'or, 'loss .. ,; " 

.... 9 -J ..... 



A.90-11-020 et a1. ALJ/JBW/p.c , I • I .~ •. 

from sale of utility property which meets all the cr~teri4:" o.!.:. ;:~ -',: .. ,-.,,-. ".,"- " .... ' 

O. 89-'07-0l6;. shall ,accrue: 'tOI ·the: ,u~ility and-, its-_, shar.~ho;l~ers .• ,: 
11. Eachr .0'£.: these;, three·· systems ;consti tute, ,4 fdis.:t.r.ib?ti.~n 

system.. sold';' to, a .municipali ty. .' : ,-,.' .'( .. :: '.",' : .. ' .:' '.: .. ~J 

12,· ..... The;·systems, ':cons'istof:,4\ ,part .. o·f ;the ,:utilityop.e,rating ::'.' 

system within a qeoqraphically defined· .are.,>.. :. , .. : :'/ ; '.:".,~,;. :1: .... ',r .. 

, 13,.- .. The.-eomponents- .. of ·the. sys~em, have.-:been inc:luaed: in .. the 

rate 0118e': of· the utility .... '. . : ..... -. . ;r" .. ;·i~· . .' 

·.·14·~ The sales will:.. be·. concurrent with .the.;utility being~. 
relieved. of 4nd~,lthe municipa-lity assuming PG&E's- .0~liq4tions~ ,:e~. ,the. 

customers wi thin the area served by the system. . . " 
lS,':.: Ratepayers .. contributed no capital to; the .. three ·sys:eems 

here, to be'- sold and ·trans~erred . to, City. ..~ . I. : ":: . :.: 7'; ':; .: ')" . 

16 . The· remainin<j' .PG&E . ratepayers .. are not; adver~ely .. ,affected. 

as .thethree.;841es 'anG' tran8fersinvolve a,.very· .:~mal.1J:4mou1'l:t of, .. 
money,:. 'and,~.the: .. revenue and. ·.customer, losses.. are: :.s.imilarly~·.:, 

insignificant., . . .. ..:. ..:"::' ',,' -,".~. :::~ :J<' '. ", I 

17. The facts and results of these transactions pro:,!ide-:no,.
sign.ifieant ad.verse,·e-ffoet Ion ,PG&E~ s· remaining ,ratepayers;·, re.qu.iring 

mi tiqation. . -:-::' :'. ~;:'" .: 
,18:.· ' .The facts, and . results .. o·f ,:thes~ .three,tranS4c:ti~ns .s.erve 

to bring the tgain;di;spos,ition ,·issue .within,the .:seope:.of~::o ... .'S..9~O:7-0.l6-

in R .. 88-11-041. 
19·. Because,. the , pub-lie, interes,t w.ould::bes.t,:be.,:served by: 

having . the .. trans£er take place·exped.i tious ly ,..,-the, :.ensuinq~ order. ! 

should:, be., mad.e:! e£ fecti va-· on· ;the . date, :0£, .:.is suance • "., .' J - "J ,.: ' 

Conclusions' ofpw, " . ".,. , .... :: -; :':.:: ":-"i.',, .. , .. ' .... ,;".".",:;:_',,:;' '~.: 

1. A public heari'ng .is·I:;not necessary.·::-,' :;,;~ .: .... :,. ! .~" ',." •• ,(', 

2. The-'.·sales and.. t:c:ans.fers.,should..be 4uthorj;ze~.;:.' 
3,., 'l:he.sales and. ,transfers;. meet:the·::requirements,:of:,:,. 'v:,' 'i, . 

O.S.9-07-016;:tfor thecapita,l".:qains.'toaccrue .t~,PG&E,and its,· 

shareholders:.;.'···. .:,:;', \ .',.');:. ,", . ,l,': '. ~.~ 
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. 4 •.. :JUpon·: completion:, o~f)·,the, s:ale- al,ld, .. trA~l;~;-,~·,~G&.E: sh9·~ld be 
re·lieved ,to'. its, .publ,.i.c. utility ·elec,tr,iC: ~erv;ice ... ob).igat.ions .in, the. 

" .' .. .." , I , •• .' r" ,.. ,," ~, . ,I. , • 

County Oaks., Sheena· ;;:"ane.lAnd Oak ~es~. ar.ea3-. now a~e~ed:,~o-: C~ty~~, ',' 
"' .,/~. ~", . \' 

IT IS ORDERED that: 

" /'," 

, i "", :' 
, ,,'.' 

1..Within 6 months after the effective date of this order, 
Pacific .Gas' .. and: 'Eiec~ric' Company (PG&E) may sell and transfer to 
the City o'f·:·Reddinq./thee-lectric distribution system set forth in 

~ ...... ~'.,' ,: • .', '1-, 

Tab A of;-Applications (A.) 90-ll-020, 90-ll-026, and 90-ll-027. 
2.. Wi thin 10 days of the actual trans.fers, PG&E shal.l:··notify 

the Commission in writing of the date on which;:tbe,::tra~s.£e"~~; ~~~.re 
consummated. A true copy of the instruments effecting.'the:;ts..ales 
and· transfers .. shall be attached to the written notification .... , .... 

'. ,'._, '.' ."" / _: r ~, _. ~ .... , .... ~', ,.. • '~ •. " ... • ' 

.3 •. - Within.:90. days after the d12.te of actual transfers, PG&E 
shall', advi~e.~the:.coriuni~~si:o~·I'Advisory and Compli~ri~~.';oiv:i~!;;~ .. /·in 

';,"" . .., ~ .. \ ~ .... ~ ... ' .. , ,,;~')'I""'" , .. I ............ ,.J ... ~ 

writing, of-. the adjustm~nts for additions and betterments, if any, 
made in accoraance with the transactions. 

4 .... :. 'pG&E~Sh4il 'make, ~emitt4nce to the Commission of the .. ,",' 

'-:pUblic: Otilit'ies.Commission>Reimbursement Fees collected to thee 
• • • ,I .... " • \ •• \ "-, I 

date' of sale' and transfer of these 3 systems, along with its other 
fee ~emittances, at the next' quarter remittance date following the 
date of the sales c.nd transfers. 

'5. Upon completion of the sales and transfers authorized by 

this Commis.sion order, PG&E shall stand relieved' of its public 
utility electric: service obligations. in the County Oaks, Sheena 
Lane, and Oak Mesa areas set forth in Tab A of A.90-1l-020, 
90-ll-026, and 90-ll-027. 

6. The gains on s.,le realized from these sales and transfers 
shall accrue to PG&E and its shareholders. 
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'7~~r In':O:ccorc:lance' with"General' Orcl.'er'·9~A~ "PG&g-:,&ull,£ile a 

revis'ed 'service" area' map: delirieatin:9 'its service:: terri toryin;·the ,,~ 
vicinity' of· Re'ddlng"'within: ·90·d'iyso·£ tlle transfer·date,.:· <uC' ': ·'.'(~':I 

This order is effective tOday. 
Dated Fe~ruary 21, :1~9.lf..~'at~ San Francisco, California. 

• ..~. I " ,.,,-. 
' .. ", ... 

" . I~.. ., " .... I,' , 

I .abstain. 
, :, 

, I,! 

, , 
, • ", ",(' ',j r. ,.'''. ',I' 

, . PATRICIA' M~- 'ECKERT' 
I ", 

. r (. 
\ I." '. ,.:,;j' ·.::,1.·..:.;"·;1:.:'· .. ': .. -j'.I,,-L:Pres-ident : _ :. _')':.'~ 

.' .' ";'" ~.: :'" G· •. MITCHELL...,W:ILK.. "~,' I • ':' •• ', 

JOHN B • .' OHANIAN'" .~ -' . , 
. : ': ','-... . :; " CommiS:S:ioners: :::. " :~; : .;. 

I " , ~ • ~.' I .' .... , " ',o 

. '''DANIEL 'Wl"1'~( :FESSLER' ': .. I :: ";. .' ... :.'. -'::'N .:~":" 

·::I.~ !Conunissioner. :" .. : .. '.,':; • ~f ' I' 
', .... 

• "f :~ " I ': "1 ' .~': f~ '0 • • : ~. ' 

NORMAN. D. SHUMWAY 
Conunissione%' .. 
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