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BEFORE TEE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNTA

Application of PACIPIC GAS AXD
ELECTRIC COMPANY and the CITY OF
ARCATA for an order under
Section 851 to sell and convey

|
streetlight facilities or % Application 83-06-11
)
%
)

alternatively Lor an order dismissing (Filed June 3%, 1983%)
this application for lack of
Jurisdiction.

(Blectric)

INTZRIM OPINION

Pacific Gas and Electric Company (PG&E) and +he City of
Arcatae (City) seek an order under Public Utilities (PT) Code § £51
granting PG&E authority Yo sell and convey 10 the City certain

electric streetlight facilities and 4o otherwise effectuate “he sales
agreement attached to the application as Bxhidbis C, or alternatively
an order dismissing the application for lack of § 851 Jurisdiction
over the transaction.

Under the sales agreement signed on June 2, 1983, PGEE has
contracted, among other things, +to sell to the City PG&Z's electri
streetlight facilities (Streetlight Facilities) within the City,
including any additions and betterments. City has agreed to0 pay PG&E
$20%,425.58 as the purchase price for %the Streetlight Pacilities.
According to the epplication this purchase price reflects the
replacenent cost of the Streetlight Pacilities less depreciation.

The City has further agreed %0 assume a2ll pudlic utility obvligations
of PGXE to provide maintenance and replacement service 4o +he
approximately 600 streetlights in the City.
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PGE&E and City have arranged 4hat the June 2, 198% agreemen<
shall not become effective until 4he Commission authorizes PGEE,
pursuant to § 851, +o carry out ivs verms and conéitions, or until
the Commission issues an order dismissing the application as no<
being within its § 851 jurisdie<ion.

The City pays PG&E for the costs of ownership, operation,
and maintenance of the Streetlight Facilities and +he electric energy
used, all in accordance with PG&Z's £iled Tariff Schedule Xo. LS~1.
After ownership is transferred, %he City will operate and maintain
the Streetlight Pacilities, and i+t will obtain electric energy for
the facilities under PG&E's Tariff Schedule No. 1S-2.

For the 12-month period ended December 31, 1982, PG&Z
derived gross annual revenues of approximately $85,000 fron providing
the City service through the treetlight Pacilities. According +o
the application, the transfer of ownership will not result in charges
in excess of those paid to PG&E by the City for electric service.

PG&E is uncertain whether Comzission approval of this
trensaction is required under § 851, which obligates z public utility
to first secure from the Commission an order authorizing i+ %o sell
any property necessary or useful in the performance of its duties 4o
the public. In PG&E's opinion, the Streetligh+t Facilities %o be
conveyed are neither necessary nor useful in the performance of its
pudblic utility obligavtions. Accordingly, PG&E requestis the
Commission to issue an order dismissing the application as not being
within i4s § 851 jurisdiction.

The City also requests the Commission to dismis
application for lack of § 851 jurisdiction.
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has calculated the economic benefit of its owners ip and has procured
financing with specific time requirements on %he assunption of a July
1, 1987 transfer of title. The City advises that, if the Commission
is unable to render a decision dy July 1, then it will £ile a
condennation action in Superior Court to obtain immediate
possession. The City points out that immediate dismissal of +his
application for lack of jurisdiction would eliminate the need <or
such Judicial involvement and enadble the parties to implement <heir
negotiated agreement.

© is our opinion tha%t the service PG&E is furnishing +he
City through the Streetlight Pacilities is 2 public utility service
which is provided under the specific provisions of Schedule No. LS-1
of PG&E's filed tariffs. PG&E's ownership of the facilities is an
essential element of the public utility service provided under +hat
tarifl schedule; hence, the facilities are, inescapebly, both
necessary and useful in the performance of PG&2's pudblic utility
obligations under Schedule No. LS-1.

In Decision (D.) 83-02-044, we granted PG&E authority under
§ 851 to sell the City of Redding certain electric distridusion
facilities. Tha%t decision set for<h <he limited scope of the
Commission's § 851 review of 2 sale to = municipality, as follows:

"[Ulnder present operation of law, when a
municipal corporation is involved, the approval
of the Commission is substantially a ministerial
act so long as there is fair and jus:
compensation %o public utility for <the voluntary
role. In this instance, reflecting as i+ does
the replacement ¢cost 0f facilities less
depreciation, the purchase price meets +the test

of fair and just compensation for the facilities
to be sold."”

The compensation to be paid by the City for the Streetlight
Facilities similarly reflects the replacement cost of the Lacilities,
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3. Within 180 days after the actual szle and transfer, PG&I
shall file with this Commission the final cost figures for property
transferred.

4. The accounting for <the proceeds of the sale will be

according to further Commission order after receipt of briefs and
decision in A.83-04-37.

5. In the event the sale and transfer are not consummated
within five years after the effective date 0F this order, the
authority granted dy this order will expire.

This order is effective today.
patea _ JUN29 1
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less depreciation. In our opinion, 4%t thus meets <he § 851 test of
fair and just compensation. EHowever, it Joes not address the issue
of whether the gain on sale over net book value should go eantirely <o
t:e s:areZ:lderstzrttz the ;a*;z;y?' ; Z; Zz 3§Iit be speen Egggthxxc/’ 7€*H
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1. 7The Streetlight Pacilities are usefg}/éb PG&E in performing
its duties to the pubdblic; therefore, <he proposed cale to the Civy is
subject to the provisions of § 3851. :

2. Authorizing PG&E %o carry out terms of the sales agreement
will not be adverse to the pudblic interest.

3. A public hearing iz not nece°sa'y.
Conclusions of Law :

1. The application should be granted.
2. The effective date of this order should be today 4o permit
the sale to be consummated by July 1, 1983.

The authorization granted chall not be construed as 2

finding of the value of the rights and properties authorized %o be
transferred.

INTERIM ORDER

IT IS ORDERED <+hat:

1. Pacific Gas and Electric Company (PG&E) is authorized 4o
sell and convey to the City of Arcata (City), under the June 2, 1983
sales agreement, the Streetlight Pacilities deserided in the
application and the attached Exhibi+ D.

2. Within 30 days after the actual sale and <ransfer to the
City, PG&E shall notify this Cozziszion in writing of the date
thereof.




