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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STAEE OF

In the Matter .of the- Appllcatlon of::
Suburban Water Systems (U-339-W)

) Appllcatlon 90-l0 02
foxr Authority to Sell ‘Certain Y
- R
). -

' (Fa.led Octobex 9, ;990)

' o

Utility Pxoperty.

, Suburban water 5ystems (applzcant) seeks retroact;ve
auvthority pursuant to Public Utilities (PU) Code §.851 to sell a
parcel of real property located in the City of Whittiex. -Foxr the .
reasons set forth below, we ‘defexr dec;s;on on the. applrcataon at .
this time. and direct the admlnxstratlve law Judge to conduct .
evxdentlary hearlngs to further cons;der the facts. of this.
transaction.

Applicant seeks retroactive. authorlty to sell
approxamately S, 339 square feet oi real property located at .8410
Painter Avenue in Whittiex. The ale of the property was made to
the City of Whittier Redevelopment Agency (WRA) in December 1989
for $210,000 cash.® WRA states that it requlres the property for
redevelopment purposes in connectlon WLth the Whlttler Earthquake
Recovery Redevelopment Plan. -

The property was: acqurred in 1939 by appllcant s public
utility predecessor, the Whittier Water Company, ‘at ‘a ‘cost of $436.
The property has not been deprec;ated, angd its book value at the.
time of sale in 1989 was the same ‘as the orlglnal cost. The

B

1 Counsel for applicant states that the failure to seek prlor
authority fxom the Commission for this-sale was inadvertent-and -
arose because of a misunderstanding of the requirements for seeklng
Commission authority for sales made undexr threat of condemnation.

o
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property has been rncluded ln applxcant s rate base sxnce lts WJWN
-~acqu;szt;on. R PRI
A small commercial burld;ng was. constructed on the:"

1'.,. St N Sl

-

" ‘property in 1950 and was used as a bill payment ‘office By applrcantﬂl

until 1970, when the burldrng was abandoned and retired from
applicant’s utility plant accounts. A booster pump facility was -
constructed on the property in 1939, and a second booster pump was
installed in 1965. Both booster pump facilities continue to be
used in applicant’s public utility services.

' Appl;cant states that it decllned to se€ll the’ property to
WRA in 1988, but it agreed to do s0 a year later when’ WRA - ‘
instituted proceedings to acqurre the propexrty by condemnatron. As
part of the sales agreement, applicant negotrated a grant of -
easement permitting the utrlrty and its successors to contrnue to 7
maintain and operate the two water ‘booster pumps located on the
propexty.
Position of the A icant

Appl;cant requests approval ‘of the sale of the property

on a retroactxve basis- for the followrng reasons: ‘

1. The property'was necessary and useful to
- applicant in its public utility sexvices
only because of the existence of the ‘
booster pump fac;llties on the property,”

The boostexr pump fac;lxtres ‘will remain the

property of applicant and will continue to
- be used in the performance of its public

utility sexvices; o ‘ o

An easement across the property-has been
granted to appl;cant for entry to the.
booster pump facilities for purposes -
related to ownership, operation, and
maintenance.

In view of this, applicant argques that there wa.ll 'be no
effect, adverse or otherw;se, on utzlrty customers as.a. result of :
the sale of the property to the WRA. I R NELE
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Alternatively, applicant -in . a motion to  dismiss: argues -
that the sold property is. not "necessaxy ox useful" to the conduct.
of applicant’s public utility services. - Only 'the boostexr pumps . .
were necessary and useful to utility service. Since the booster
pump operation is unaffected by the sale, applicant requests a
finding that the real property was not necessary andfuseful;~and~ﬂ
that therefore Commission approval of its sale is not necessary.

(PU Code § 851.) . L e s T TR
. The applxcatxon was fxled on: October 9,. 1990.. Notice-of»ns
the application appeared in the Commission’s Daily Calendaxr. on .
Octobex 18, 1990. No protest to the application was received. -
Digcussion = T R A R
Disposition of this application requires analysisvofftwo
issues: o S Coe vl

l. Was the property Ain quest;on "necessary or -
useful” in the performance of applicant’s
duties to the public so as to require ‘
Commission approval under PU Code § 851 for. -
the sale oxr other dxsposmtxon of the

property?

Assuming that ﬁhe'salé'ié féundyto be |

proper, should the moxe than $200,000"

capital gain on sale go to the ut;lxty, and

thereby be made available for assignment to

its sharcholders, or should the gain flow

through to ratepayexs through a rate base -

offset or other means? ) —
In the past, gain on sale of real property by a.watex.
© company has accrued to ratepayers on the theory that ut;l;ty-rmsk
on land is limited to the purchase price, while ratepayex xisk .
includes -all expenses relating to insuring the land: and otherwise : -
maintaining it for utility use. (In _xe San Jose Water Company,.
Decision (D.) 89-10-037.) On the other hand, in Lg_;g_gglgﬁgxn;g
Water Service Company, D.50-11- 047,_we,£ound thatxlfyxatepayers‘had“
contributed no capital to a purchased water utility system, and if

there was no adverse economic impact on ratepayerxs because of the
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sale, then capital gain. would .accrue’ to the utility and its
shareholders. The latter decision relied on D.89-07-016,-a
rulemaking proceeding dealing with annexatxon of utilxty property
by a municipality. SR A - S L
Whether either of the two cited cases’ apply-to “this
situation iz unknown on the basis of “‘the record before us. '~

Further, even if we believed one of ‘the referenced cases did apply,
the recoxd is insufficient to calculate what contribution, 'if -any,’

was made by ratepayexs in the purchase, development -and maintenance
of the reul property acquired by the>Whittier~agency.i Theredmay be'

Accoxrdingly, we wish to have a full record developed on this mattex
to consider the disposition of any gain on'sale of ‘the land.
Similarly, while we have the assurance of the applicant,
there has been no examination of whether there are any current or
long-range adverse effects on ratepayers because of the sale that
have not been mitigated. Weo axe also faced with no recoxd to
determine if the property is used and useful ox for some other
reason should not receive Commission approval of the sale.
Accordingly, a hearing is. needed to. establxsh.;f the sale should be
approved. ' ‘ Coo e e A
Conclusion . L :
Because of these unanswered questxons, we dlrect the
assigned administrative law judge to conduct an cv;dent;ary hearing
to determine (i) the interest of ratepayers, if any, in the
property that is the subject of the sale; (ii) adverse effects, if
any, on ratepayers because of the sale; (iii) any other factors"
related-to whether gain on sale should accrue to shareholders or to
ratepayers. We also direct the Division of Ratepayer Advocates to
participate in the hearing and to recommend a couxse of action -
based on the facts and circumstances of this applmcat;on..w:«~
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1. Applicant seeks authority to:'sell approximately 5,339
square feet of real property located at 8410 Painter Avenue in
Whittier, California, to WRA. S RSN

2. The property was acquired in 1939 by applicant’s public
utility predecessor for $436 and has. been carried on applrcant s -uf
books as utility plant without deprec;atxon since time of:-
acquisition. - - : e

3. Applicant in 1950 constructed a building on the property
for use as a bill payment office. The bu;ld;ng was abandoned and "
retired from utility plant accounts in 1970. N

4. Applicant built two booster pump facilities on the
property, one in 1939 and one in 1965, and continues to'operate
these facilities.

5. The property was appraised at $160,000 in 19895.

6. WRA purchased the xeal property from applicant for
$210,000.

7. As part of the sole, WRA granted to applicant an easement
for ownexship and operation of the two booster pump facilities on
the pxopexty, . along with rights of access to these facilities.

8. This appl;cat;on was fxled on October 9, 1990. No
protest has been received.

Conglusions of Law

1. The record is insufficient, and an evidentiary hearing
should be conducted, to determine whether the property in question
is necessary or useful in the performance of applicant’s duties to
the public.

z,m.rhe record is insufficient, and an evidentiary hearing
shouldupe conducted,~to—determxne whether capital gain on sale of
the reai ; PEOperty: Lnrquestlon should accxrue to shareholders of the
utility orx to-ratepayers. o

3. Ih;s order ‘should be effective lmmed;ately 50 that an
evrdent;agy hearrng may be promptly scheduled.
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IT IS ORDERED that. IO )

l. . An evidentiary hearing shall: be conducted dinto.n
Application 90-10~029 by Subuxban Watexr Systems: for authority to
sell certain utility property and to-accrue capital gain on sale:
for the benefit of the utility and its shareholders. :

2. The Division of Ratepayexr Advocates is directed . to .
participate in the evidentiary hearings and to make recommendat;ona
with respect to A.90=10-029. - B

This. oxdex is effective today.._ . S
Dated November 20, 1991, at San Francisco, Cal;fornma. RERERE

"PATRICIA M. ECKERT "
President
DANIEL Wn.. FESSLER
NORMAN V. SHUMWAY ~
o.Commissionexs. "t

Comuta oo GO onaazaa'; o
- being. necessar;ly-absent, did
not participate. L
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- 1" CERTIEY "HAT 'n-ns ozc:s:on
WAS APPROVED -BY-YHE’ ABOVE‘
cowwssxowens 'TODAY- T




