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NOV 221991 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF ~~~pilT! .:. 
In the Matter'.of, the 'Application 0,£" ,)~;,:, " ":,." , ,,'.'1:':';,,:, . ".';:', t.Y..J LfJi i~i1Uli J.d':n 
Suburban, Water Systems (U~339-W) ,J" Applica:t-ion:; ,90,-J.O.-O,2,~,\,(~:, LAJt!:a 
forAuthorj~ty to Sell 'Certain ,.' y' (Filed October, 9,19,90) , 
Utility Property.. ' :),1'0' "'.' ,: ',/ .. : .-' ,;','" ".,', \.~" 

---------------):""" '. 
", .,' 

o l!'....I...Jf ION. . . 

. .: \ ; .•. I .' ~ .... I;:' . :,' ,'" L . 

Suburban Water Systems, (applicant) seeks~: ~,etroac,tive . ,. ' " 

authority pursuant to Public Utilities., (PU) . Code ,S,851".to,sell a 
r ., '.. h..' .. " • " l ' . 

parcel of real property located in the City of Whittier,.,: For: the . '. ", .,', ',' . 

reasons set forth below, we defer dec,ision on the application at ., 
. . ...., , . 

this time and direct the administrative, law judge to conduc.t 
. '. .. ." ' .. ' 

evidentiary, hearings to further, consider the facts., of,. this 
transaction. 
Bac1c;q:r;ound . ,.' ':",) . :.:."i, 

._.~ •••• d_ ••• 

Applicant seeks retroactive . authority ,to' ;sell. '. '::: 
. . .' , ' ~ " '...' ..' ,. , . " ~ -

approximately 5,339 square feet()~ r~al p~operty located~:at,,;8"10 
Painter Avenue ,in Whittier,. The sale.,of ,the property; was ,made to 
the City of Whittier Redevelopment Agency.(WRA) in Oecember 1989 
for $210,000 cash. 1 WRA states 'that it, reqUires thE; property for 
redevelopment purposes in connection with the Whittier Earthquake 
Recovery Redevelopment P-lan •. ,' , . .. ,.-,,~:',' " 

.. ,. , 

The property was acquired in 1939 by applicant's public 
utility predecessor, the ,Whittier Water Company, "~t'a "cost of $436. 
The property has not been depreciated,:::and' ·itsbook value -at the, 
time of sale in 1989 was the same' as the 'origi~ai" '~6s,t. The 

. ' , • •• j .... 

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

1 Counsel for applicant 'states that :the f~ilur~ t~, s:e:eic(prior:' ".: \ 
authority from the Commission for ,this'sale' was "inadvertent'·:and, : ' '::. 
arose because of a misunderstanding of the requirement~ for seeking 
Commission authority for sales made under threat of condemnation . 

... ' 

- 1 - L '-



A.9C-10-029 COM/JBO/mmm/p.c * 

',,,,"-'0 .... , .... "','" .. ' .... , 
, ... ~ -' ,.. 

property has been included 
" 'acquis'!t1:on .'.' 

... ,..... "", f , •• ,,/.':./: •• ~:' ... I·';.? :~~.'.' .. ' 

in applicant's rate :base since its 
~:.:: ~:. \', "," ", ',:'1 ... ~ :'j,." ." .;· ..... ,:\.·::.,~I·: :', ~.\' .. :' 

.. ~ ," . 
" ,. 

A small commercial building- was,constructed:-'on;'.the,,'< "i 
'property' i~' 1950' and 'was used as a bi1'1' payroent 'Offi'~~,:by' applic~nt",; 
until 1970, wh~n" the b~ilding was abandoned a~d retir~d, f~oxri '., ' 
applicant'S utility plan't accounte. A booeter pump facility was 
constructed on the property in 1939, and a second booster pump was 
installed. in 1965. Both booster· pump facilities con'tinue to be 
used in applicant'S public utility services. 

Applicant states that it declined to sell'tli.e';p:i:~perty to 
WRA in 19S'S, but it agreed to· do so a year later' whe'n'WRA .' 
instituted proceedings to acquire the property'by conde~ation.' "As 

part of the sales agreement, 'applicant negotiated' a grant of' 
easement permitting the utility and its successors: to continue to 
maintain and operate the two water:boosterpumps iocatedon'the . .. ", 

property. 
Position of the Applicant 

Applicant requests' approva'!"of the . s~1e o'f, t~e"'p~operty 
on a retroactive' basis' for the following reasons: ,',' ',. 

1. The property wasnecessa:ry and.' useful to 
applicant in its public utility services, 
only because of the existence of the 
booster pump' facilities on the property;" 

2. The booster pump facilities will remain the 
property of applicant and will continue to 
be used in the performance' of its 'public 
utili ty services;, , ' , . 

3. A:A .easement across the property has,· been 
granted to applicant fo~ entry to the 
booster pump . facilities' for purposes" 
related to ownership, operation, and 
maintenance. 

In view of this., applicant argues that there will 'be no 
effect, adverse or otherwise" on utility customers as"a .result, .0£ 

'., , '", _'.' • • ' •• J ........ 

the sale of the property', ,to· the :WRA. ','\' , 
1 ' .• ~ " , •• ", ' 
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Alternatively, ~pp'licant'in'~;motion:to·dism.i;ss:~-rgues.· 
that the soldpropertY.is" not ,":necessary,or use£ul "'·,to the:'conduct. 
of applicant's public utility services,. ,Only,'the-, 'booster' pumps,' 
were necessaxy ~nd useful to utility service. Since: ',the.dbooster 
pump operation is unaffected, by ,the sale-, applicant requests a 
finding that the real property was not necessary and'.use£ul,.;·.a:nd. 
that therefore Commission approval of" its .s~le is not necessary:.: . ' 
(PU Code SSS.l.) . ' , ;".'/' 

The ,application .w~8.filed. on- October 9" , 19'90' .. '.' Notice of ,',' 
the application appeared in the Commission,' sDaily ,Calendar:. on· , 
October lS, 1990. No- protest to the application- was received· .. · ',' 

issues,: 
Disposition of this app-lication requires analysis,'o£:two 

2. 

, , ...... } 

"- ,. 

Was the property, ,in question "necessary· oro', 
useful" in the performance of applicant's, 
duties to the public so as to require' '. 
Commission approval under PU Code S 851 for 
the sale or other disposition of the 
property? . 

Assuming that the sale is found to be 
proper, should the more than $200,0'00-" 
capital gain on sale go to the utility, and 
thereby be made available for assignment to 
its shareholders, or should the gain flow 
through to. ratepayers through . a rate, base ' . 
offset or other means? 

In the past, gain on sale of real property by a ,water.,' ' 
company has accrued to ratepayers on- the theory that utility risk' 
on land is limited to- the purchase price, while ratepayer ,risk, .. , 
includes. all.expenses relating to insuring the-.land-. and,.o,therwise,· 
maintaining it for utility ,use., (In re'SAA:....J:oee Water Companv"., , .' . 
Decision (0..) 89-10-03-7 .. ) On the other .. hand, in In re Calif<n"p'ia " 
Water Se:pdee Company,' O. 90-ll-047, .we; found that. if.> ratepayers .had ... 
contributed no capital to a purchased water utility system, and if 
there was no adverse economic impact on ratepayers because of the 
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sale, then capital gain- would ,accrue' to, the- util'.ity, and<',:;(is . 
sha:reholders.: Thela.tter decision'rel'ied~ onD .;.89-0'7'':'':01 S',:· '::a' "' 
rulemaking proceeding dealing withannexat.i:on of',utility 'property' 
by amunicipalityp 

Whether either of the' two cited: cases apply to-this"· 
situation. is. unknown on the baSis of ',the' record before',us .,:1 -

Further,. even if \\~ believed one of· 'the' referenced-;cases.'did: apply,. 
the record is insufficient to calculate what contribution, ~if ,any,' 
was. made by. ratepayers in- the purchase-, development ':and .' maintenance 
of the real propHrty acquired by the: Whittier agency. '. ·Tnere- -may be . 
other precedents which apply here 'which have· not·been:ident:££ied~. :,' 
Accordingly, we wish to have a full record developed on th:ts~matter 
to consider the disposition of· any gain on sale of ·;the-larid .. 

Similarly, while we have the assurance of the applicant,' 
there has been no examination of whether'there a,re any current or 
long-range adverse effects on ratepayers. because of the sale that 
have not been mitiqatod. We aX''' aleo faced with no' r.ecord to 
determine if the property is used' and useful, or for" some other 
reason should not receive Commission approval of the sale. 
Accordingly, a hearin<3 is, needed to . establishif'.the,:s.alei :shoulcl be 
approved.. - , 
&onclusion 

Because of these unanswered'quast'ions, ,wedl:rect the 
assigned administrative law jUd9'~ to' conduct' an evide'ritiary hearing 
to de'termine (i) the interest of ratepayers" if,any, in:' the 
property that is the subjGCt of the sale;-' (ii) adverse-effects:,' :r:f ' 
any, on ratepayers.. because' of the sale; (,iii), any" other ,factors ' .'. 
related,,·to whether gtl.in on s.alf> should 'accrue to' sharehol:ders,'or to; 
ratepayers. We also direct .the Division of Ratepayer Advocates tOo': 
partieipate in the hearing' and to reeommend a course of act'ion:­
based on 'the faets tl.nd circumsta'nces'of, this applic'at'ion~','" .:. ">; 

" ~ , ' .': ' \. : , •••. :' '.; '. ' • ,j"\ 
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I d.' 

find.ings of Fa~ 

I,' \'.c· . 
'.,'0('1 

.. \.' c~ 

1. Applicant seeks authOrity to,'sell approximately 5,339 
square feet of real property located at 8410 Painter Avenue in 
Whittier, California, to WRA. '" :-,.,,:,;\:(,' =~: ':': 

2. The property was. acquired, in,193,9~ by applic'ant "8~ pu'l>lic 
utility predecessor for $436 and' has,beencarried::on: 'appll:carit"s 
books as utility plant without depreciation since time: of:·: " ' 
acquisition. ,,' , ,\ ","-

.. , ..... 

3. Applicant in 1950 constructed· a, buil,Ung on,'the,property 
for use 48 a bill payment office.. Thebuild'ingwas abandoned>and":" 
retired from utility plant accounts in 19,70. ", ,,/' 

4. Applicant built two, boosterpump,facilities, on the 
property, one in 19'39 and one in 1955~ and'continues· to,' operate 
these facilities. 

5. The property was appraised at $160,000 in 1989. 
G. WRA,purchasod; ,the real property from 4pplicant for 

$210,000. 
7 • As part of the sale" WRA granted to applicant an easement 

for ownership', and operation of the two booster pump facilities on 
the property"alo~g with rights of access to these facilities. 

8'. This application was filed on October 9,. 1990. No 
protest has been received'. 

~ID.~ 
1. The record is insufficient, and an evidentiary hearing 

should be conducted, to determine whether the property in question 
is necess~ or useful in the performance of applicant~s duties to 
the public • 

. h .... .1'he record is insufficient, and an evidentiary hearing 
\' .1_~ p''''_ '.,.' ... ..... .. .. , .. , • t ... • 

shoul=d)?!;...c<?n4uc~ed,_,.'tO:"determ.:i.:ne whether capital gain on sale of 
the real.:'p.J;:~r:t:Y-·"fn:,:quest~6n should accrue to shareholders of the 
utility or to ,-ratep,?-yers. ,~. ' , 

3. 'l'.his orde£"s:hoU'ld 'be>e,ffective immediately so that an 
eVidenti"'l:)" .. ~ he~r'ing ~lndl>'~\ .,promp-c.ly scheduled • 

. :,;::;;:,~~~'"~,,;,,,,; ,;:. '_. .:,;;J.j';: ;':: ";' " .<~,)" 
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IT IS ORDERED that: 

, . 
, " 

, . . 
, ~::~ .,d : ~ '. ,'" : 

. . ." 
'" -'".' ' .. '.0'" 

1.. An evidentiary hearing. shall'be, conducted.:'.into<j"·:,' 

Application 90-10-029 by Suburban· Water Systems for· authority 'to 
sell certain utility property.·and to··.accrue· capi'tal~ gain :on sale 
for the benefit of the utility and its shareholders. ,., .:', .. 

2. 'I'heDivision of Ratepayer Advocates. is. directed. to· , 
participate- ,in. the evidentiary· hearings and to make reconunendations.: 
with respect to A.90-l0-029 .. :. 

'I'his. order is effective today.,. 
Dated· Novem]:,er 20, 1991,. at' San"Francisco, ·California:. '. ;, 

• c'" 
.J j • 

. PA'l'RICIi' M.' :EcKERT't.' .-
President . r; ; ~:: ~, ,:~ .. ~ ~~: ~~ 

DANIEL Wm ... FESSLER. 
NORMAN'D~ SHUMWAY""'" . l 

: i~, '"Commis.sioner.s: ";::':;, ~'.'f: " .. 

. conurl.i:ssioner·Johri'B:~' Oh~~iaXi~~'" 

. being. :necessari.1y:'al:>sent::~ did 
not participate. ' .. ',' , .'" 

, ,.1", 

'., 

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

, .-

. ", ! ,:>~\ 

, .,' '" raR'r!FV';HAT~HTHJS DECfSldti. 
'.. . }oJ/AS, APP~O~~., ~e.V~';'YHE >~BOVE" ',<:':. :; 

,""" ,COMMJSS10N~ 'TODAy::': .... ,';; .:~ 
.... r' 't, I' .. ... "r' 

N'LJ'~~~" 
~ 
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