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COMPANY for Authorization toScll the Placer 
County Canal System to Placer County \Vafer Agency 
Pursuant to Public Utilities Code Section 851. 
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OPINION 

PrOcedure 

(m[·O)n~n:l {~'n ~_ ,1)ih.oJ~I., -' \ ' 
App katkm 96-03-051 
(Filed Match 27, 1996) 

Pursuant to Public Utilities (PU) Code § 851 et a1., Pacific Gas and Electric 

Company (PG&E) requests authority (or PG&E to sell to Placer County Water Agency 

(peWA) the Placer County Canal System (System) located in Placer County. As part of 

this applicatioJi, PG&E also requests that the Commission (1) approve certain water 

delivery arrangements between PG&E and PCWA, (2) telieve PG&E of its duty to 

operate the System and of related public utility water obligations, and (3) approve 

applicant's requested ratemaking treatment. \Vith this sale, PG&E will no longer be in 

the retail water business. 

A late-filed protest to the application was filed on October 2, 1996 by Simpson 

I{anch, a California Limited Partnership, and was accepted. Efforts by PGkE and 

protestant to resolve the protest were unsuccessfu], and a prehearing conference was 

held on April 25, 1997. 

After further correspondence, the maHer was submiUed (or decision on July 14, 

1997. 

Transfer Agr~ement 

The terms and ~()nditions of the proposed sa]e are contained in a document 

attached to the application titled 1~5 Trans(er Agreement BetWcel\ Pad fie Gas And 

Electric Company And Placer County \Vater Agency (Transfer Agreement). 
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Under the Transfer Agreement, final and unconditional Commission approval of 

the proposed sale is a condition precedent to the closing of the sale. The dosing of the 

sale is scheduled to take place within 60 days after the Commission has given its final 

and unconditional approval. 

The Systen\ consists of about 6.2 miles of irrigation canals and associated 

facilities located in Placer CountYI as (ollows: Ragsdale Random Canal and Tunnell 

Lower and Middle Fiddler Green Canals, and Upper Bowman Canal. A three-acre 

piece of lalld held in fcc by PG&E wiJI be part of the transfer. The transfer also includes 

additions and betterments plated in service up to the closing datel inventories of 

materials and supp1ies, and certain casementsi' rights of waYI permits, and licenses. A 

detailed description of the property to be sold is contained in the Transfer Agreement. 

The total putchase price for all of the property to be sold is $1.00. 

The Transfer Agreement contains (our provisions regarding arrangements for 

the delivery of water that ate made necessary by the proposed sale of the System. First, 

the PC\VA agrees to transport PG&E and Nevada Irrigation District water in the 

System. Second, PG&E and reWA agree to certain amendments to the 1968 Water 

Supply Contract. Third, PG&E and PC\VA agree to the transfer of PC&E's water 

supply obligations under Article 14 of the 1968 \Vater System Sale Contract. 

(Background on the two 1968 contracls in (ollowing section.) And fourth, the Transfer 

Agreement gives PC\VA the right to construct a Bear River Canal point of delivery. In 

this application" PG&E also is requesting approval of these (our provisions regarding 

water delivery arrangements. 

PG&EJs Placer County Water Operattons 

Until 1968, PG&E owned and opNatcd the Placer Water System in Placer 

County. PG&E had acquired this relail water company when it acquired the Drum· 

Spaulding HydroelectriC Project, FERC No. 2310. In 1968, PG&E and PC\VA entered 

into two agrccments: (I) a contract lor the sale by PG&E to peWA of the part of the 

Placer \Vater System known as the loWer Dnlnl Division WatN Systeml sometimes 

referred to as the South Placer \Valer Systenl, in the Auburn-H.ocklin area (1968 \Valer 
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System Sale Contract); and (2) a contract between PG&E and PCWA (or PG&E to 

supply PC\VA on a wholesale basis with specified amounts of water at determined rates 

(1968 Water Supply Contract, sometimes referred to as the Zone 1 Water Supply 

Contract). The Commission in Decision (D.) 74617 (68 Cal. P.O.C. 649) authorized 

PG&E to sell the Lower Drum Division Water Systen\ to PC\VA under the terms of the 

1968 \Vater System Sale Contract and to carry out the terms of the 1968 Water Supply 

COJ\tract. The transfer of the Lower Drum Division Water Systen\ was made 

October 29,1968. Copies of D.74617, the 1968 Water System Sale Contract, and the 1968 

\Vater Supply Contract are attached to the application. 

Reasons for Proposed Sale 

PG&E wants to sell the Systern to reWA to be relieved of the duty to operate the 

System and of related public utility water obligations and to withdraw from the retail 

water business. Water servi~e is not a core business (or PG&E, and with this sale PG&E 

will no longer be in the retail water business. Of the 6.2 miles of canals to be sold, 1.9 

miles is used solely to serVe irrigation water to retail customers, and the remaining 4.3 

miles is used soleI)' to meet the company's wholesale water supply commitments to 

PC\VA under the 1968 \Vater Supply Contract and to Nevada Irrigation District under 

the July 12/ 1963 Yuba-Bear Consolidated Contract. 

Moreover, PG&E currently is coHecting its full revenue requirement for these 

facilities (rom its wholesale (namely, peWA) and retail water customers. PG&E's 

annual revenue requirement assodated with the Systern is apprOXimately $104,000 for 

retail and wholesale water deliveries, while \, .. ater delivery reVenues from the System 

on average are about $40,000 per year. ScHing the System will eliminate both PG&E's 

retail revenues and its operating expenses, and it wilt reduce wholesale revenues (rom 

the current average annual level of about $37,000 to an average annuallevcl of about 

$8,000. U PG&E holds and continues to operate the System, it will have to spend an 

average of apprOXimately $75,000 annually in capital expenditures (or improvements 

over the next 20 yeats. ThtlS, the avcC<lge annual cost of not selJing the System is 
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expected to increase o\'er time while future re\,enues would remain approximately at 

the current le\'el~ absent any rate increase to the 20 retail customers. 

In 1982, PG&E and peWA entered into an agreement with PC\VA to sell most of 

the remaining Placer \Vater System~ known as the Upper Placcr Water System, in the 

arca bctween Alta and Auburn (1982 \Vater System Salc Contract, somctimes referrcd 

to as the Zone 3 \Vater System Sale Contract). The Commission in D.83-12-051 (13 Cal. 

P.U.C. 2,.,j 594) authorized PG&E to se]] the Upper Placcr \Vater System to PC\VA. The 

transfer was made on February 17, 1984. A copy of D.83-12-051 is aUached to the 

application, as we]] as a copy of the 1982 Water System Sale Contract. 

Sincc 1984, PG&E has furnished watet service from thc System for irrigation and 

general purposes. Thc current tari(( for the System, including a map, is also attached to 

the application. As of Deccmber 31,1995, PG&E was serving 12 active retail irrigation 

water accounts and eight inacti\·c accounts under this tariff. \Vhen the proposed sate 

takcs placc, the cllstomers will be transfetred to PCWA and PG&E will request that the 

entirc tariff be withdrawn. 

Placer County Water Agency 

PC\VA is a public agency organizcd and existing undcr the Placcr County \Vater 

Agency Act (Statutes of 1957, eh. 1234, as amended-\Vest's Water Code Appendix, 

Ch.81). 

PC\VA is not subject to the jurisdiction of the Commission. reWA joins in this 

application for the limited purpose of satisfying the requirements of Rule 35 of the 

Commission's Rules of Practice and Procedure (signatures of all parties to the 

transaction arc required in the appJication). 

PC\VA's primary reason for buying the System is to complete the third and final 

phase of an o\'erall tr.lnsfer of the Placcr \Vatcr System from PG&E that began with 

rCWA's purchase of the Lower Dmm Division \Vater System in 1968 and continued 

with PC\VA's purchase of the Upper Placer Water System in 1984. peWA believes that 

local ownership is in thc best interest of the System and the customers. 
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Transfer of the property to be sold will not affect PG&E's elcctric generation. 

There are no significant environmental impacts associated with the proposed sate. It is 

not known whether sate to PC\VA or retention by PG&E would produce lower water 

service rates. 

PropOs~d Ratemaktng rr~atn'ler'lt 

The total original (ost of the System is $733,000. As of September 30, 1995, the 

book value of the System was $445,()()(). Inc purchase price is $1.00, to be paid at the 

dosing of the sate. 

The System currently is in PG&E's \Vater Department Rate Base. The System 

assets are reCorded in Accounts 2040, 2041, and 2042, which are water plant aCCOtmts lor 

PG&E's plant. . 

Because the proposed sate is the sale of a utility system, the entite loss of 

$445,000 on the sate should accrue to PG&E}s shareholders. Accordingly, at the time of 

the sale, gross plant of $733,000 should be reduced by the historical cost of the property 

sold, the depredation rescrVe for these accounts of $288,000 should be reduced to zero, 

and the loss should be recorded to a nonutility account (miscellaneous nonoperating 

income). The loss is equal to the $1.00 of proceeds fron\ the sale minus the Ilet book 

value of $455,000, which is the gross plant in excess of the depredation reserve. 

Consistent with this ratemaking approach, PG&E's shareholders will absorb any 

tax benefit or Jiability associated with the sale, any indemnity paymenls or other 

liabilities arising (rom the sale, and any environmental costs associated with the sale or 

associated with the property after the sale, to the extent such benefits, liabilities, 

payments, or costs atc the responsibility of PG&E. 

Publlo Interest 

The relevant inquiry in an application for transfer is whether the transfer will be 

adverse to the public interest. (Re Universal Marine Corporation (1984) 14 Cal. P.U.C. 

2d 44,646.) The proposed &lle of the System by PG&E to PC\VA under the terms and 

conditions in the Transfer Agrcen\ent is in the public interest because the sale is cost 
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e((ectlve for PG&E and because PC\VA is most appropriately situated to provide 

consumptive water service in the area. 

Prior CommIssIon ProceedIng 

lhe Commission has earlier approved sale by PG&E to PCWA of the Upper 

Placer \Vater System. 

In that proceeding under PU Code § 851, the Commission granted PG&E's 

request for ex parte treatment and found that no evidentiary hearing was ne(essary, 

after noting that the PC\VA Board of Directors had passed a resolution approved the 

purchi\se and that public hearings ,,'ete held in Placer County regarding the purchase 

(0.83-12-051). In the instant proceeding, the PCWA Board of Directors passed 

Resolution No. 95-38 on Deccn\ber 21, 1995, authorizing actions ne<'essary to complete 

the proposed purchase. After giving all water service customers notice and an 

opportunity to be heard regarding the proposed purchase, PCWA held a public hearing 

in Auburn on March 21,1996. 

In approving the transfer of the Upper Placer \Vater System on an ex parte bclsis, 

the Commission ordered that PC\VA should assume any liability (or refunds of main 

extension advances and ordered PG&E as follows: to notify all customers of the 

transfer and its effective date by bill insert or separate letter; before the transfer, to 

refund any customer credit deposits which were subje<:t to refund; and, within 10 days 

after the transfer, to write the Commission transmitting a copy of the transfer 

documents stating the dates of transfer, of deposit refunds~ and of commencement of 

operations by PC\VA (0.83-12-051). PG&E and PC\VA agree to comply in this System 

sale with the same requirements ordered for the Upper Placer Water System sate. 

Protest of Simpson Ranch 

Richard Simpson, on behalf of Simpson Ranch, a California Limited Partnership, 

filed a protest in this proceeding for the purpose of preserving certain rights to water it 

allegedly holds. Although it presently takes no water (rom the System, Simpson Ranch 

contends that it holds contractual water rights with I'G&E. PG&E denies that Simpson 
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Ranch holds contractual \· ... ater rights and stales that it has treated protestant as a 

tariffed Placer Water System customer since 1963. 

Simpson Ranchls protest asks that: 

"those parts of Application A. 96-03-051 concerning Simpson Ranch/Bear 
River Canal Wafer/PG&EContracts be excluded and completely freed 
{rom any wafer facility sale accomplished between PG&E and PC\VA. 
And, that this be so designated in the final PUC decision, thus in tum 
freeing the two parties to accompJish their goals unencumbered by 
Simpson Ranch righfs and needs." 

A prehearing c{>nierenee was convened to explore the possibility of crafting an 

ordering paragraph which would satisfy both protestant and PG&E, but mutually 

acceptable language has not been forthcoming. 

PG&E's lettcr of July 3,1997 Sets forth its view of Simpson Ranch circumstances. 

The Jetter, in pari, states as follows: 

"Regarding the substance of this matter, it should be noted that, according 
to PG&E's records, Simpson Ranch has not bC€n an active account since 
1989. Nevertheless, PG&E believes th('\I Simpson Ranch currently is a 
retail water utility customer (albeit inactive) served by the Placer \Vater 
System under PG&E's Placer Water System tariff (included at tab lof 
PG&E's March 27, 1996 Application). PGkE bases this belief on the 
Receipt And Release entered into by the Simpsons and PG&E on October 
14, 1963 (included at attachment D of Simpson Ranch#s Septem.ber 30, 1996 
Protest). In particular, the tetter dated October 8,1962 from PG&E to 
Mr. V. E. Simpson, attached to the Receipt And Release as Exhibit B, states 
in part as follows! 

' ... all water delivered to the Simpson property by the Company in the 
fulure will be in accordance with the Company's filed rates, niles and 
regulations for the Placer \Vater System .... " 

"In accordance with this language, since 1963 PG&H has treated Simpson Ranch 
as a tariffed Placer \Vater System customer. 

IIff in facl Simpson Ranch;s a tariffed Placer \Vater System customer, then upon 
tr,msfer of the System to Placer County Water Agency# the Agency will 
undertake the distribution of wilter from the System to Simpson Ranch and 
PG&E will be relieved of all its public utility obligations to Simpson Ranch in 
eonnrction with the System (see par'lgraph 7 of the 1995 Tr.lI\sfer Agreement, 
included in PG&E's Application at tab A). 
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,. At the same time, PG&E recognizes that the Placer Water System as described 
in PG&E's tariff specifically excludes the Bear River Canal on which the Simpson 
Ranch is located (Tari((Shcet No. 1380-\V, paragraph 1 of Preliminary Statement, 
and Tariff Sheet No. 1381-\V I map of Placer Ditch System). We believe that this 
exclusion from the tariff was a PG&E oversight. In any event, if, based on the 
tariff, Simpson Ranch in fact is nol a tari((ed Placer Water System customer, then 
the Agency will not take OJ\ the obligation to serve Simpson Ranch upon transfer 
of the System to the Agency. 1-.{otoo\'Cr, since PG&E's Placer \Vater System tariff 
will be eliminated at the time of the transfer, there will be no rates, rules or 
regulations in accordance with which PG&E will be obligated under the Receipt 
and Release to deliver water to the Simpson Ranch. Any resumption of water 
service by PG&E to Simpson Ranch would not be a matter (or this Commission. 

"In PG&E's view, whether Simpson Ranch is or is not a tariffed retail water 
utility customer serVed by the System is not a question the COn\n\ission needs to 
address in approving the transfer of the System fcom PG&E to PC\VA. 
However, if the Commission concludes that a ruling On this question is 
necessary, then PG&E does not oppose either outcome." 

Sinlpson Ranch, (or its part, docs not agree to PG&E's assessment of irs 

circumstances. Rather, protestant claims that it holds tontradual rights to water from 

PG&E and requests that its claims be specifically excluded from the Commission order 

approving the transfer. 

If PG&E's analysis Is correct, we concur that the reaSOns given show that the 

Commission need not decide whether Or not Simpson Ranch is a tariffed customer in 

approving the transfer. Alternatively, if Simpson Ranch chooses to pursue its legal 

claims against PG&E, the Commission will have no jurisdiction of the malter, and its 

decision approving the transfer will not af(ect such potential litigation. 

There(ore, we wi1l deny the protest of Simpson Ranch (or the reason that specific 

exclusion of Simpson Ranch/Bear Rhter Canal Water/PG&E contracts (rom the order 

approving transfer is unnecessary to the preservation of protestant's alleged rights. 

Intervenor's Fees 

Protestant Simpson Ranch Wed a Notice of Intent to Claim Compensation in 

Accordance with §§ 1801 et. seq. of the Public Utilities Code on August 15, 1997. 
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PG&E filed a Response on August 27, 1997 arguing that the Notice of Intent, 

being Wed more than 30 days after the April 25, 1997 prehearing conference, was 

defective in that it was filed too late. 

Simpson Ranch replied to PG&E's Response by arguing that the prehearing 

conference was not concluded on April 25, 1997, but was continued to a date to be set. 

No further dates were set for the prehearing conference, and the proceeding was 

submitted for decision on July 14, 1997. 

\Ve need not decide the issue of the timeliness of protestant's filing because we 

have held that a complainant acting solely in an individual capacity and seeking a 

personal remedy is not entitled to claim compensation as an intervenor in a 

Commission proceeding as provided in §§ 1801-1808 of the Public Utilities Code 

(D.95-10-050). As Simpson Ranch states, its protest was filed so that it could retain a 

status quo relationship with I'G&E, a personal remedy considered beneficial to it by 

protestant. 

Frndings of Fact 

1. PG&E, a public utility, and reWA, a public agency not subject to Comn,ission 

jurisdiction, have agreed to the sale and transfer of PG& H's PC\VA and associated 

rights in accordance with the terms and conditions of the 1995 Transfer Agreement. 

2. The Transfer Agreement includes water delivery arrangements between PGkE 

and PC\VA. 

3. There is a loss on the sale which wiJI be charged to PGkE shareholders pursuant 

to the criteria established In D.89-07-016. 

4. 'The sate, transfer, and water delivery arrangements arc uncontested and are not 

adverse to the public interest. 

5. 111(' protest of Simpson Ranch that it be spedfically excluded (rom the order 

approving the 1995 Transfer Agreemel\l is tmnecessary to the preservation of 

protestant's alleged rights. 

6. A public hearing is not required. 
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Conclusion of Law 

The application should be granted. 

ORDER 

IT IS ORDERED that: 

1. On or hefote December 31,1997, Pacific Gas and ElcctricCompany (PG&E) may 

transfer the water system tefen'ed to in the application to Placer County \Vafer Agency 

(PC\VA) in atcordance with the terms and conditions of the 1995 Transfer Agreement 

Between Pacific Gas and Electric Company and Placer County \Vafer Agency. 

2. On or before the date of transfer, PG&E shall notify all customers of the transfer 

and its ellecti\'e date by bill insert Or separate letter. 

3. Prior to the transfer, PG&E shall refund any customer deposits which ate subject 

to refund. 

4. \Vithin 10 days after the transfer, PG&E shall inforo\ the Commission in writing 

of the dates of transfct, of deposit refunds, and of Conlmencen'ent of operations by 

reWA. PG&E shall submit a copy of the transfer documents to the Commission. 

5. PG&E shall comply with the water delivery arrangements in the Transfer 

Agreement. 

6. PG&E shall record the transfer for ratemaking treatment as set forth in the 

application. 

7. The protest of Simpson Ranch is denied. 

8. Upon con'pliancc with this order, PG&B shall be relieved of its public utility 

obligation to Ihe tmnsferred system. 
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9. Application 96-03-051 is closed. 

This order is effective today. 

Dated November 5, 1997, at San Francisco, California. 

P. GREGORY CONLON 
President 

JESSIE J. KNIGHT, JR. 
HENRY M. DUQUE 
JOSIAH L. NEEPER 
RICHARD A. BILAS 

Commissioners 


