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1. . Summary cncizivotq 294ld anie3inss Jeaseaps aolen ol

¢ spunancBy<this:-de¢isionypiwe cauthorize-Padific Gascdnd Blectricis
Companxg(QQ&ELgto sell-ancelectric facility:to.the:University:of vd
California (UQ); in ordex that the:university -may qualify.for aimore
favorable elegtric.raten! Proceeds.of the: saleiwouldsflow:throughins
to ratepayers.»rr: EESUN AU T SSNE4 F RER S0 G EF iu s

21 Background fi-io yvivsi<h in 200 o
fvifiy  Since 1982; ‘PA&B hag:! provided electric service:to ‘the {UQw
campus at Berkeley.under a .¢ontradt - that :-gave .UC ar:option; dfter>l
January;l, “1995,:to’ purqhase;an:electricgsubstatlonﬁand? ned tnsadys
distribution lines-located on the Berkeley. campus, y+In: 1994 > UC1wi.l
asked PG&E to, terminate . the:1982 :agréement and contract:for: UC's i2b
purchase of :the-electrical. facilitiesdzzrpr onls 204 aotisonifqas

UC's primary :reason:for buying :the (facilitiesiisito L tnpst
qualify for a more favorable electric rate (B20T), which is .
available to a customer with a minimum load of 4 megawatts that
provides its own substation facilities and takes delivery of
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The part1es have entered 1nto a purchase agreement dated
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June 15, 1995.{" T{he arbuféei‘neﬂ‘: is at}aghéd toml:‘ a‘ppi cal'U‘l.é :f;
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Exhibit A. The agreement requires approval by the Commission
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Grizzly Substabioh 1tée1£, located at the interseétion of?cy610broﬁ
Road '5nd cAdydii' brive™on the U¢ Berke1é§ egépﬁsijgﬁd {ﬁ xiiSéSféijﬁ
distribution lines extending ftom,Grizzly Substation to the Campus _
Substation. PG&E also would relinquish all grants of rights and
easements previously convey#ditd thé ttility by UC for Grizzly
Substation. -

The sales agreement contains three provisions regarding./l
arrangeméntsoforsthe idelivery iof felectriai servicésmadevitecessary
by the.proposédi'sale.o 'Pirst;j UG adrees (toracédpt capd&ityand panol
energy from\0iLiS); EnergyiUG:Bérkeley (OLS);<and UG Will deélivéy¥ [+D
anyexcess: cdpatity -andrenergy *above ‘UC's loadrto PG&E-dt G¥iZzly s}t
Substation. Second, UC will accept back-up and suppleméntary int ol
electrical service from PG&E for OLS at Grizzly Substitionprand ucs
will deliver-this:service tofOLS at:-UC!'s Substatidn Noitil, Third,
UC will accept.electricalienergy from/PG&E atithe'Grizzly 15 u0av762
Substation fér.the U.;Sys Department -of iEnergy on behalf ‘of the fatiist
Lawrence :Berkeley Laboratory <(DOE) -as an énd user;-and UC ‘will r3nib
deliver. this energy..téDOEiat Grizzly ‘Substation./: As' parti6f thig o
application, PG&E also requests -approval' ofthese provisions=2eii>ruq
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regarding :these electric:service arrangementsy feiiirg ='0
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i Séction 851 of the PU Code state “id ﬁ%iginéntuﬁé% NIEDLEI0I1D
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o ub‘$g, o ...pshal. whole or: any zcp ¢ enul
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necessary or useful in the performance of its duties
to the public, or any franchise or permit or any
right thereunder...without having first securéd from
the commission -an order authorizing it so to do."




A.96-03-058 ALJ/GEW/jft * T INVLIONLLTA REB-L0-00 A

.3, nsAkerded Applicationoron cuhiciesaa st b e dad !?E'I_'{f)!;l[:'fik
PG&4E's application was:sfiled oniMarchi29;101996,855 Thello
Division 6f-Ratépayer AdvqQcates:(DRA) on May:3,:1996; requested and
was- grantedcan éxtension of itime to-file a:protestiin orderyforiit
to ‘investigate .ratemaking:treatment for_ procéeds of the galev:-On«
May'24, (1996, DRA notifiedithe partiessthat:itiwould-nobti:berfiling
a .protest:-basédioniits: discussions:withiPG&RB: «DRA-éxplained: 1o,
o ?h;?PG&E'sIoriginalipfopbsaéawas to inoréasgnthegagl on AN
1 var ousdepregiation regerve and decrease rate base by .. ST
AR ‘""'Ehg""ai:?id\iri(:'“’of'"tﬁe"o‘_:’fdi'n [éﬁ"’éaie] SoUBdeR flagd LS008 0€1 .2
‘te eF rsi:::-indicatedcthatlsiibiwi'llagm%ndvghé application;to-ount vey
i 1, PEOPOSe _establishing a balancing account.to ... ...
i pIEEITEEE The ‘ﬁi‘ocge‘de B Re §a1aoand ta Bidure 0 10 5%
Jdrrogorg th?:bsthesé;proé?cfclis.wi'li.éflowf;to;;tate;iqayerg d ot batibotn
el Tgirg tromyn Th )8 r‘appr .). C,h ST ’pI;Qv" Y or ? € o nty\' Q;r f ey RS
‘““JJ“J’faégﬁayéyg%tﬁagL£H€’bfigigafﬁps §o§§i{bécaﬁ g Pluow 3169
u‘FofﬁthéiCommiééion'd:movggtowafdiperformance-aiﬁ warr £ ol
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pGeE £{184°{Cd “dménddent ‘to tHa "Afplication én Jine 1375 - .
1996, "N Protdsts NAVE Bden "rléeivVed. ' THé ApHIISATISH is deemed
SubniEEEd ‘€67 (ot d518A deotgion 1 PT NITab natLEy ni g
4. rDié’éﬁérsibfof‘”p' st Temegritl i dmeveadint 0 Doy o
08 e e dhdhdient €47 itk applidactidn, ndelof Nl ST
procdeds froh the %5itk 'Sf 6rizz1y “Substdt £dd Would b€ bSEKEI Eo 8
nel? ‘mendrandin AEESuAE ‘and “Would "aderie "InteddEEAE Ené TcSMMEYETAT
paped Fate. TAfe& FC¢Smpetit{on “Trasi€i8h Ehadge P (Erc) BATSAd NG
“aBctint 1 ae b1 Lotiad 48 Pate ‘St JEllecti1E 1HdusOly WESCr s ESF g
. Pp. 126-27), the net-of-tax sale prédéelds,

(see Decision 95-12-063
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2 Th61UniVeréityﬁof{CalifofhiameVedqurmallyité2int§rvqﬁe(onnl
May 16, 1996, stating its full support for the application and /.
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including interest, in the memorandum accountiwould 'bé botkedras.an
offset tg.théICTCsbélanaing acéountyy: it i renifqan atHand

i oo, botesopAg iavthe .6riginal dpplication, PO&R would:retire-thevia
Grizzly:Substation-onrits bddks; ireducing plant-and depfkeciationsw
~resexvalby thié¢ historicalccost of: the -plant;:+5§1;989,486:i Bothithe
originalfand aménded. propdsal -would credit‘an:estimated<$51,317\to
depreciationaresérve té offdet-ancequal amoduntiin-déferred.taxes, «
with no resultingachangé in ratefbase.,r0ffthe19a1e'proceeds of
$3,130, 200 b3t "apPP3achES KON d GaPHd TR Jdn edr fhaEdd §342,107 to

\Al

pay incomeitaxiexpéingejs leaving estimated netsofstax ipréceeds of

52,788,093, , UAdeE ERE oE{GIHEL Sppradhy ChTd 4melnk (Woula be
credited to the:depreciation: resérve.trUnder\the amended proposal,
PG&E would BO kY$Z ?§é363§; qu“ﬁé@o?anédﬁ &éé@é gsaﬁddéventually
to a new CTC accounbixfgrther approach wouldibenéfit 'PG&E's
ratepayers: ~ EQe”ofiggqaf ‘pﬁgoach by réddc{ngféte‘h gg and annual
depreciation expénse, .andithe revised-proposalby: reducing the
amount gf CTC to be. gollegted fr,A,PG&E ratepayers. Ay

¥ FI i

o noh ,ITﬁeiéereyaqglinquiry 1Q an applicatlon Jfor Erapgfer Q{k,
public utility property is whether the transfer w111 be - ad u.‘ﬁo
the public interest. (Re Un1versa1 Marine Corpcn:atlon““?ud“1 A
CPUC2d 644, 646,)  The proposed. gale of Grizzly Substation to UC ‘is
not adyexse. to,the publlc interest_ UC will beneflt througpha,mqrs
favorable jate schedule, service to other PG&E customers will pot
be .ltrnpa;}‘ed,ll “““““ :

throug,qu‘redUCtioq 1n rates that otherwlse would be charged 1p the

[ KA DERTELS heab

fut quQIfj weodedo- don ed2 L iTS-ACD Lgy (EAG-S1-30 rnoiabsed o)
We note that the amended app11cat1on anti01pates the CTC

and crediting of divested asset value against transition costs, as
envisioned in the Electric Industry Restructuring Policy deéecision
{D.95-12-063) in the Electric Industry Restructuring Rulemaking and
InvestigablonL(RulemakingJ94 <04 = O31/In0estigation:94 04+032)F <

)3 IR r?. Ji, vithinia pPesy | veM
enBion W HBhIGUE il dRdnded B 1445 GY IR EnlE aediSion ) et

emphasize that the treatment provided for the Grizzly: Substatioﬁqs
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here%iasnotﬁpxecedentlal.§HLWe<also hote> that2 D, 956+123063 i a
‘proposal titil:ébdbmpletionrofrits:review undér thet1Califokniat ~nut
Envirohméntal Quality Act ii(CEQA)S i 1To: the: extent1that: our trgdtiment
of the Grizzly Substation anticipates®electricirestilcturing:vansd
matters;itiwillabef dubjectitorlaterradjustment aftérﬁébmplétion of
the CEQA analysis-takingiplaceratithis timeé.bov e =eataus vaddo
caiytiirupFidallyjoitashéuldibe ndtéd: that OLS:ig a<third-party
operator: of aicogénérationiplant:locatéd!atiycCrandrholdsra~current
contract as a qualifying facility2ijAppendix>Attoxthe applications
contains:atletteridfrunderstanding iwith:0LS acknowledging that UC
now:willJbeiliableﬂfokshnycloséééiasééciatéd;withﬁéutagesvatqthésa
Grizzly SuBstatidénzoThe=dale-of.thérsubstation,doessnot mbédify>f?
PGLE's contract with OLS, nor does it.allow:OLS toiself-providers:
FPindings ofsRaetilqasn ol o2 2iastow o (oo

1. i'Since11983; PGsR'siélegtric servicerto:Uciatbits,.geharal
campus area in Berkeley was provided'under a contract callédsanstd
"Agreement i (Bléctrid Serviées:GeneralrcCampus Area)vr il ¢

2. Thé:1982 agreement prévided that2PG&R!could terninatécthe
contraet (én130-daysd! noticeron-or afteriJanuary 1j¢i995; rard thats
UC ‘could«then plitdhade Grizzly-Substatiéniiforzarpr¥icebased’on »1&
reproduction cost new, less depreciation. cosintash yollog od3

3. In 1994, UC asked PG&E to terminate theni1982 agréeméntod
‘and:toigsell Grizzly: Substation-te UCQ. fovorgus aotanic 2

LTE 2 ehoeD W owyd Boslupnt oai ozivieon wdElPag i fdisy oo

aveil 25T L8
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3 Substations ﬁre cOnsidere? to be transmigsiénrorrdistribution
assets, whereas the balancing. account is designed _to regover
Urledon "15%6 éé&Ef’élgEga-éé génégé’%igﬁ 5§§¢tq;’ ?Dé_spit’g?thig, DRA
urges use of the CTC account in-thisipaftiiﬁlaﬁ éasectocénsuré that
ratepayersg,.xa r than shareholders, .recejye the gain, on-sale
associatédEﬁ{tﬁgghéfsgqéfgfidgfL?Whilq odg_gégié 3ﬁ?tédéy pexrmits
this . methodrof itrecoveryiin-érderinot=tofdelay thlgctrdnsaction, we
caution yeilities that it ds nok.a precedent, anducidities should

not “8eeRt e ‘redbver 'stranded €ransmission or disEributidn costs
through the CTC. :
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;» 4% £The:partiessexecuted a:purchase. andisale:agreement:dated
June 15;:19955~ in.which PG4E:agreedstot texminate $tel1982 agreement
-and 1 UCs agreed: té:purchase:the,8rizzly:Substationiand telated yivii
transmission,linesfor:$3,130,200 i} fris notintodur? yixsiah a3 da
Yoo 51k 154 - The: 1985 agreement-provides;for:continved(service. to: .. ;
other customers served. throughithe-Grizely, Substationisis AQuD ot

169 HhUClexpects’ to benefiti:fromithe transaction-byiqualifying
for:a more:favorable:electyic-rates{B20T): available.to a:customer,
with:its{own substatlion:facilitiesgiiliunl paivlifavp 65 on 10513009

‘20 4y pAfteridiscussions iwith:DRAon:ratemaking treatmentiofa o
saléiproceeds;i'PG&Eion:June. 131519963nam¢ndedwits1applicationat0wn
floyisale proceeda,.plus11ntere8t.1t0wratepayers;through:a Néws ;10
memorandun-account procedure.ii wsob ren (230 d1iw Jostiaoed 2'Hang
8. There have been no protests to the application,; asaihnid
amended, cand:there is no knowniopposition:to thecproposed .¢
transaction; ‘savines 5 fabiu behitvetg cew yalioxond (I BoTe BUGORD
9. The aménded apglication;ant1oipates trangition:costssand
treatment ;of divested: assets envisioned-by:the:Electridgi .«
Restructuring:Policy.decisfon.'; These-aspécts ofythecapplication...
are subjegltito:change ;pending.completion:of the CEQA analysis: of

the policy decision. L dniooasgeh sl wenn Jeen Ao doubongay

’

Conclusions ofclaw {3 nisniwsng o1 4354 bodur DU 2080 al L&

1. Commission approval of the;sale:.of:assgétsiused fand-uséful
in public utility service is required by PU Code § 851.

2. The relévant inquiry in an application for transfer of .
public utility property is whether the transfer will be adverse to
the Publégiint@rest‘",";) n13 ~d o3 boexsbionns ois a tindades Ev

fovees THelpISg688d da)E By BokE ‘O "dElz71Y, SiisE ,e S8k 6 UGS

Asidd >u£$ suﬁdm .adeagn nuLJfﬁﬁuﬂn LS55 238050 1 r"! [elélan
-not advgrse -tosthe publicsinteresb fF drnisonoes UTD nnj }o saly QQL!J
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pey ‘ncs i5eThis - oxder qhou1d be made« effectixe lmmediately ‘80 -that i
dbiié Bedef{édVot’ tpe1”f8““'é6 fraﬁgaétigﬂ d5ﬁ‘b§§f t64¥ SQJ1”%?
RIR0D [(o[IpdtIIa - flJ [ROHTTIN Rbaz Joi
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ORDER

IT IS ORDERED that: -

‘1. Pacific Gas and Electric Company (PG&E) may sell to The
Regents of the University of California (UC) the Grizzly Substation
in accordance with the terms and conditions of the "Purchase and
Sale Agreement - Grizzly Substation," attached to the application
as Exhibit A, as amended by PG&E in its Amendment to Application
filed June 13, 1996. - | o

2. Electric power deliﬁery arrangements among PG&E, UC, the
United States Department of Eriergy on behalf of the Lawrence
Berkeley Laboratory, and O.L.S. Energy-UC Berkeley, as more fully
set forth in the Purchase and Sale Agreement (Exhibit A, Paragraphs
14-15), are approved. . .

3. The ratemaking treatment requested by PG&E, as amended by
PG&E in its Amendment to Application filed June 13, 1996, is
approved.

4. This proceeding is closed.

This order is effective today. ,
Dated September 20, 1996, at San Francisco, California.

P. GREGORY CONLON
President
JESSIE J. KNIGHT, JR.
HENRY M. DUQURB
JOSIAH L. NEEPER
Commissioners

I abstain.

/s/ DANIEL Wm. FESSLER
Commissioner




