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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the J\ppJkation of P"cific Bell 
(U 1001 C) for Authority pursuant to Public Utilities 
Code Section S5t to ground lease proJX'rty )ocatoo at 
148 Natoma Strect, San Francisco, Calirornia. 

OPINION 

Summary 

AppJic",lion 96-11·013 
(Filed NO\'cmbcr 25, 1996) 

This decision appto\'es a lease of a parking lot (ron\ Pacific Bell to the San 

Francisco Museum of Modem Art (Museum) for the construction of a nlllltilc\'cl 

parking structure adjacent to the Museum. 

Background 

On No\'el1\ber 25,1996, Pacific Bell filed an applkation seeking Commission 

authorization, pursuant to Public Utilities (PU) Code Section 851, to lease its parking lot 

located al148 Naton\a Street, San Fr.lncisco to the ~fuseum. Pacific Bell provided 

additional in((lrnlation regarding the rease by lctter to the assigned Administrative'law 

Judge on January 3 and 6, 1997. 

No protests or requests for hearing have been filed. 

DescriptIon of the Property 

The property to be leased COllsists 01 an asphalt pa\"ed parking tot of 

approximately 19,000 square fcet, locate4 behind and adjacent to Pacific Bell's office 

building located at 140 New Montgomery Street. P.,dfic Bell currently uses the property 

for 68 parking spaces, 28 of which arc leased to Pacific Bell affiliates. S('t' 

Decision 4)6-09-069. 

Description 61 the Lease 

The Museum Intends to construct a s~\'en-stor'>' parking garage on the leased 

property, with an elevated walkway to the Museum. The Museum plans to construct a 
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scu1pturc gan.ien on the top de<k of the- parking structure as an enhancement to the 

l\fuscum. 

Pursuant to the 1(,~lSC agrccnlent, the Museum will assume all cesponsibility (oc 

constructing. oper~ting, and maintaining the parking structure, including insuranre, 

repair, and taxes. During the construction stage, the'l\fuseum \,"'ill provide Pacific Ben 

with 68 parking spaces at a nearby location and, when the structure is complete, the 

~1useum will altow Pacific Bell the use of 68 parking spaces. 

The rental payment for the lease is one dollar pet year plus 50% of the net 
- . - . 

proceeds. The Net proceeds arc the difference between the revenues ftom operation of 

the garage less operating expenSes, as sp~ifiedinSedion 3c 01 the lease. 

The term of the tease is 25 years from the date of substantial completion of the 

parking stnlcture or 27 years fcom the date the lease was signed .. whichever occurs first. 

At the end ot the term of the lease, the property, including the improvements, re\'erls to 

Pacific Bell. 

41 Discussion 

PU Code Section 851 requires Commission authorization before a utility may 

liscH, lease, assign, mortgage, or otherwise dispose of or encumber" utility property. 

The ConlmissiOI\ reviews these h'.lIlsaclions to ensure that the transactions will not 

impair the utillty~s ability to provide service to the public. The Commission must also 

ascertain whether the transactions are accounted (or properly. This requires ensuring 

that any revenue ftom the transactions atc accounted (or correctly, and that the utility's 

rate base, depredation, and other accounts acquately refled the transactions. TIle 

Commission will also consider benefits to the utlltty's custonl('fS and the pubHc from 

the proposed lease. 

A. Impairment of thi) Ability to Serve the Public 

In its application, Pacific Bell asserts that the lease will in no way in'tpair 

its ability to serve its custon\ers. As the tetins ot the lease show, Pacific Bell will 

continue to use the property (or 68 parking spaces, as it is now. Thus, it is apparent that 

Pacific Bell's ability to serve the pubJic will 110tbe impaired by this lease. 
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B. Proper Accounting 

In its application, Pacific Bell sta"tcd that the original cost of the land is 

$118.807 and the current book value is $381,9l8. The property is presently h'ldudcd in 

P.lciric Ben's r.lle base and the improvements are reflected in its depredation accounts. 

Pacific Bell will credit revcnue fron\ the lease to accoUllt 5240.1 (Rent Revenues-land 

and Buildings), an above-the-line aCCOllnt. Thus, all revenue from this lease will flow 

through to shareholders, unless the sharing mechanism is triggered. 

c. Benefits to the Public 

Pacific Bell states that" the proposed parkin.$ garage and sculpture gardens 

will prOVide valuable assets to the community at large. Given the notorious dearth of 

parking space in San FranciSCO, it is apparent that the automobile-driving community 

will ~nefit from these additional spaces. The benefits of the sculpture garden will . . 
remain, of course, subject to the eye of the beholder. 

In conclUSion, as Pacific Bell will retain its use of the leased property such 

that its ability to serve the public will not be impaired, the accounting appears to be in 

order, and the public will benefit (rom the proposed lease, the tease meets the 

Commission's standards for PU Code Section 851 approval. Accordingly, Pacific Bell is 

authorized. to enter into this tease. 

Findings of Fact 

1. Notice of this application appeared on the Conullission's Calendar on 

December 2, 1996. 

2. No protests were filed and 1\0 hearing is required. 

3. Pacific Belt represented that the teased property will continue to serve Its current 

function, i.e., 68 parking spaces, to Pacific Bell such that its ability to serve the public 

will not be impaired. 

4. Pacific Ben represented that its accounting for this tr.lnsaction is in conformance 

with the Commission's decisions and accounting rules. 
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e 5. No evidence has been presented that WQuld support a finding that the proposed 

lease would impair Pacific Bell's ability to provide service to the public or that the 

accounting was not in order. 

Conclusions of Law 

1. Pacific Bell's lease w"ith the l\1u5eun\ meets the Commission's standards for PU 

Code Section 85 t approval. 

2. Pacific Bell should be authorized to enter into the lease with the Museum. 

ORDER 

IT IS ORDERED that: 

1. Pacific Bell is authorized, pursuant to Public Utilities Code Section SSt to cnter 

into the lease with the l\1u5eum of Modem Art. 

2. This proceeding is closed. 

This order is effective today. 

Dated March 7, 1997, at San Francisco, California. 
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President 

JESSIEJ. KNlGHT,JR. 
HENRY M . .DUQUE 
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Commissioners 


