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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of PACIFIC GAS AND ELECTRIC 
COMPANY, a California corporation, and TYEE 
DEVELOPMENT CO., LLC, (or an Order Authorizing 
the Former to Sell and Convey to the Latter a Certain 
Parcel o( land in Alameda County Pursuant to Public 
Utilities Code Section 851. (U 39 E) 

OPINION 

Application 97-05-013 
(Filed ~lay 8, 1997) 

mJ WIJ[Cl ll~~J#J{J, 
Pacific Gas and Electric Company (PG&E Or Seller) and TYEE Development Co., 

LLC (lYEE or Buyer) jointly apply (or authority to transfer a parc:'el of land located in 

the City of Fremont, Alan\eda County (the Property) pursuant to a Standard Purchase / 

and Sale Agreement dated July 30, 1996 (the Agreement) and (or appco\'al o( the 

ratemaking treatment proposed (or the transfer. 

Notice of the application was given in the Daily Calendar on May 12, 1997. No 

protests have been received, and the Office of Ratepayer Advocates (ORA) fifed a 

response in support 01 the application. 

Applicants 

Since October 10, 1905, PG&E has been an operatiIig public utility c:'orpor~1Iion, 

organized under the laws o( the State of California .. engaged principally in the business 

of furnishing gas and electric service in California. 

TYEE is a California limited liability company. TYEE plans to c:'onstruct an 

industrial warehouse building on the Property with the necessary parking therefor. 

The Agreement is between PG&E and two individuals, Casimir Szlendak and 

Paul Mackin. Szlendak and Mackin .. along with a third party, have since formed TYEE, 

which will take title to the Property. 
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The Property 

The Property consists of approximately 7.3 acres located on BosceH Road in the 

City of Fremont, and is designated as Alameda County Assessor's Parcel Numbers 531-

221-22-01 and 531-221-27-01. 

The application states that, as part of PG&E/s ongoing efforts to identify 

properties (or sale and disposition, the Property was identified as a candidate for 

disposition. Aside from two electric transmission lines which tra\'erse the northwestern 

portion of the Property, PG&E does not otherwise make use of the Property. \\'ith 

adequate casements reserved (or the electric lines, it is not foreseeable that the Properly 

will ever again be useful (Or public utility purposes. 

Based on the analysis described above, it was determined that PG&E did not 

need to maintain ownership of the Property in fee and, as a matter of law, the (ee 

interest in the Properly could be dedared surplus if PG&E entered into an agreement 

whereby a public utility eascment was created retaining all rights necessary (or 

maintenance and operation of the existing electric lines. PG&E also believes that by 

exchanging unused (cc interests for easements and by removing the book value of the 

fee interests (rom rate base, PG&E would be able to maintain service at a reduced cost. 

PG&E will be reserving an easement to protect both of the existing electric lines. 

This easement will also allow PG&E the right to construct future facilities therein. 

The easement reserves to PG&E sufficient express rights (or operation and 

maintenance o[ all existing and future (acilities, along with all the sccondary (common 

law) rights which may be necessary [or the (ull enjoyment of the primary gmnt. It 

expressly reserves to PG&n th(' right to reconstruct, replac(', remove, maintain, and usc 

th(' existing facilities, together with the right to eXCtwate (or, conslnlct, instaH, repair, 

reconstmcl, replace, r('mov(', maintain, and use additional (acilities for the transmission 

and distribution of electric energy and (or communication purposes as PG&E may, (rom 

time to HOl(" deem necessary. This would include rights (or overhead pole and power 

lines and underground lines. 

The secondary rights which are being reserved include the right of ingress to and 

egress (rom the easement area, the right to conlrollrees and brush lying within the 
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easement area or adjacent to the easement area, the right to prohibit the construction of 

any building or other activity in and around the easement area which might interfere 

with PG&E's operations, and a provision that aU successors and assigns of the parties 

are bound by the terms of the easement and that all covenants shall apply to and run 

with the Property. In addition, PG&E relies on any other common law rights that it 

may possess as the holder of an easement and that may be reasonably necessary to (ully 

preserve the ratepayer interest in reliable electric facilities and service. 

Easements created by reservation, as here, are permanent covenants on the 

servient tenement (the Property) and cannot be extinguished by any act of Buyet or its 

successOrs in interest. Generally, public utility easements, such as the one at issue here, 

are said to "run with lhe Jand ll for the life of the public utility facilities including 

ho\vever long that life may be extended with ordinary maintenance and replacement 

progran\s of the utility. Since, with normal routine maintenance, the public utility 

(acilities will he expected to last forever, the easertwnts too are considered permanent 

and would last forever .. 

In reserving this easement, PG&E has considered whether the easement is 

suUident not only for present but (or all foreseeable (uture neais. The rights retained 

by I'G&:E in the proposed easement are sufficient for all present and future public utility 

needs. Specifically, the easement (eserves to PG&E the rights for its existing facilities as 

well as for additional facilities in the future. Because PG&E believes that the easement 

is sufficient for all foreseeable future needs, any cost due to any expansion to the 

easement which is not funded by new customers pursuant to the tariffs will be borne by 

the company and will not be reflected in rates. 

Buyers or any Sllcc('SSors il\ interest would acquire all rights incident to fcc 

ownership subject to the express and implied covenants in the deed. 

EnvIronmental Matters 

As part of the Agreement, PG&E disclosed that at some time during its 

ownership of the Property, PG&E may have handled, treated, slored, or disposed of 

hazardous substances on or adjacent to the PrOperl)'. Pursuant to the Agreement, 

-3-



A.97-05-013 ALJ/WRI/vdl/wgp 

Buyer acknowledges that no report regarding hazardous materials was provided by 

PG&E, that it has the right to investigate the Property, and that PG&E will not be 

responsible to Buyer for the presence of hazardous materials either on or affecting the 

Property. 

Buyer has agreed to execute and deposit with the title company prior to the close 

of escrow a Release and Indemnity Agreement containing a general release in which it 

waives and relinquishes any and all rights it may have under Section 1542 of the 

California Civil Code, which reads as (oHows: II A general release does not extend to 

claims which a creditor docs not know or suspect to exist in his favor at the time of 

executing the releasc, which it known by him must have materially affected his 

settlement with the debtor." 

Based on the Agreement and the general release contained in the Release and 

Indemnity Agreement, the parlies do not expect any claim for environmental damage 

which may affect PG&E or its ratepayers after the close of escrow. 

Purchase and Safe Agreement 

The terms and conditions of the proposed sale arc cont.lined in the Agreement. 

Under the terms of the Agreell\ent, PG&E will sell and convey to Buyer the Property, all 

casements, rights, and privileges appurtenant thereto, and all warranties and other 

agreements rdated thereto. 11\e purchase price of the Properly is $781,200. 

The most recent appraisal of the Property indicates an estimated market value of 

$714rSOO. The purchase price of $781,200 is weJl above the estimated market value. The 

closing period for the transaction is 14 days from the date PG&E receives (inal approval 

for the sale from the Commission pursuant 10 Section 851 of the Public Utilities Code. 

Proposed Ratemaklng 

Based on properly taxes of $19,211; maintenance costs of $500; and PC&E's 

authorized cost of capital (11.60% on equitYi 9.45% on rate base), the 1997 revcnue 

requirement, including taxes, franchise fees, and an a1Jowance for uncollcctibles, is 

$32,589. 111e costs related to the Property are recovered through base ratcs as 

determined in a General Rate Case (GRC). 
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Because the revenue requirement determined in a GRC is authorized at an 

aggregate level, it is impossible to specificaJly identify these costs in a GRC decision. 

Nevertheless, these costs are presently included in rales since they are embedded in 

PG&E's adopted rate base and maintenance and office expense ('Stimates. Therefore, in 

this case, the Properly's $32,589 revenue requirement is included in the GRC reVenues 

ordered by Decision (0.) 95-12-055 (PG&E's i996 test year decision). 

Pursuant to the Agreement, PG&E is reserving an easement for any existing or 

proposed facilities. lbis easement, retaining all rights l\etcssary lor maintenance and 

operation of the eXisting and any luture electric facilities, will have no e!feel on PG&E's 

rate base. Additionally, by selling the Property with the appropriate casement, it allows 

PG(~E to avoid maintenance costs on fee ownership property that was being 

underutUized (or utility purposes. 

In order to be competitive in an open market, PG&E states that it \\·ilI continue to 

seize the opportunity to reduce its cost-of-service by selling all, or portions of, 

underutilized properties' such as the Property. It is to this end that PG&E desires to 

shorten the Commission's review and approval process by preSenting consistent 

ratemaking treatment in such sales. In its application to sell Jand at the foroler site of a 

reservoir known as Lake Van Norden (Application (A.) 96-06-009), PG&H proposed a 

mechanism to permit the sale of surplus land (the underutilized fcc interest) while 

ensuring that PG&E relain adequate easement rights on the property. Furthermore, the 

Lake Van Norden application proposed that the net after-tax gain be credited to the 

Real Properly Sales (RPS) Memor,mdum Account, and eventually to a proposed 

Competition Transition Charge (erC) Balancing Account.l The Lake Van Norden 

application was approved by the Commission in D.97-04-024. The ratemaking 

1 In D.97..()6-{)6(), we authorizoo PG& E and other utilities to take steps to sct up Transition Cost 
Balancing Accounts that Indude the functions PG&E proposed (or its ere Revenue Account. 
We will use the terminology of D.97-06-060 in the remainder of this dcdsion. 
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proposed in this application (or the sale of the Property is the same as in the Lake Van 

Norden application. 

The Property currently is in PG&E's rdle base. PG&E proposes that the $88.856 

(ost of the P(Operly would be removed from rate base. PG&E proposes to book the net­

of-lax proceeds to the RPS Memorandum Account. This amount would accrue intl'rest 

at the three-month commercial paper rate. Then, following establishntent of the 

Transition Cost Balancing Account, PG&E would transfer the entire balance, including 

interest, in the RPS Memorandum Account to the Transition Cost Balancing Account. 

In summary, PG&E proposes to: 

• Retire the asset (tom rate base. 

• Book the net-of-tax proceeds to the RPS Memorandum Account. 

• Accrue interest on the balancing account at the commercial paper rate. 

• Trans[l'r the monil's in the RPS Memorandum Account to the Transition Cost 
Balancing Account once it is establlshed. 

The blitial journai entry required to achieve the ratemaking treatment outlined 

above would be as [ollows: 

Debit - Cash 

Credit- Lmd 

Credit - Balancing Account 

Credit - Tax Liability 

$734~28 

$ 881856 

$382,468 

$263,004 

PG&E belicves that this proposed ratemaking treatment is con.sistent with the 

Commission's history of finding that ratepayers have an interest in the gains on the sale 

of property, and that by applying the after·tax proceeds to the Transition Cost 

Balancing Account, it also providl's incentive to PG&E to maximize the poteIHial gain 

on the sale of the land. 

Thc sale of the Property will result in a reduction of the transition cost 

responsibility [or ratepayers of PG&E. The ratemaking mechanism proposed in this 

application is consistent with the ratemaking mechanism proposed in PG&E's 
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A.96-OS-070 filed with the Commission and embraces the Commission's goal of having 

a rapid and smooth transition to retail electric competition. 

Office of Ratepayer Advocates 

ORA recommends approval of the application as follows: 

"l. The sate of the Property should be.approved. However, ORA 
recommends that the Commission explicitly cite PG&E's intention to h~l\'e 
shareholders bear any costs associated with the expansion of easements 
that ate not recoverable under applicable tariffs; and state that such costs 
shall include costs associated with any environmental concerns which 
arise, as condition of approving the sale and transfer of the Property. 

"2. The Commission should adopt PG&E's proposal to transfer, with 
interest the net-oE-tax proceeds of $382,468 and booked into the RPS 
Memorandum Account and subsequently to the (Transition Cost 
Balancing] Account, such that the proceeds and interest will be netted 
against the balance there. 

"3. The Commission should adopt PG&E's proposal to reduce its base 
reVenue requirement by $32,589 in its next general rate case, which will be 
filed laterin 1997. 

"4. The Commission should require PG&E to provide, within 10 days of 
the actual transfer of the Property, written notification of the date on 
which the transfer was consummated, including a copy of the instrunlent 
effecting the transfer. This notification should be provided both to the 
Commission and to ORA." 

Findings of Fact 

1. PG&E provides pubJic utiHty electric service in many areas of California, and in 

meeting its service obligatlons over the years has acquired numerous pan~els of land 

which have been used and useful in its provision of service. 

2. \Vith the passage of time PG&E's requirement of full use of some of these parcels 

has diminished, and PG&E has determined that its present and future requirements on 

some of these parcels can now and for the future be met by retention of casement rights 

while disposing of the basic fee interests in these parcels. 
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3. By selling unused fcc interests in such properties and retaining edsements# the 

book value of these fee interests can be removed from rdle base, enabling PG&E to 

maintain customer service at reduced costs. 

4. The Properly conSisting of 7.3 aCl'es located on Boscell Road in the City of 

Fremont is one such parcel of real estate where PG&E has determined that its present 

and future public utility requirements arc capable of being mel through use of reserved 

easements without the necessity of continued retention of the fcc interest in the 

property or its retention in rate basco 

5. PG&E has agreed to sen its fcc in the Boscell Road property to lYEE (or 

$781,200, seller retdining casements sufficient (or its present and future utility 

requirements. 

6. PG&E proposes to transfer, with interest} the net-of-tax proceeds of $382,468 and 

booked into the RPS Memorandum Account and subsequently to the Transition Cost 

BaJancing Account} onCe it is establishcd, such that the proceeds and interest will be 

neHed against the balance there. 

7. PG&E proposes to reduce its base revenue requirement by $32,589 in its next 

GRC, which will be Wed in late 1997. 

8. The application states PG&E's intention to have shareholders bear any costs 

associated with the expansion of easements that arc not cccovecable under appJicable 

tariffs, and states that such costs shaH include costs associated with any environmental 

concerns which arise. 

9. By allocating aU after-tax proceeds to the Transition Cost Balancing Account, the 

total amount of the electric industry restructuring transition costs will be recovered 

sooner, and the ere charge will be eliminated more quickly, thereby reducing the 

over.lIl ere burden on rt1tcpayers. 

to. Rct<1ined casements will adequately protect PG&E's existing and future electric 

facilities requirements, and removal of fee ownership costs will result in lo\ ... ·cr costs to 

both PG&E and its ratepayers; accordingly, the proposed sate and transfer as well as the 

proposed r .. ,lemaking treatmcnt of the after-tax gain on sale is in the public interest. 
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11. Because the public interest would best be served by having the sale and 

transfer take place expeditiously, the ensuing order should be made effective on the 

date of issuance. 

Conclusions of law 

1. A public hearing is not necessary. 

2. The proposed sate and transfer as set forth in the application
l 

and the -

ratemaking treatment of the gain on sale after tax as set forth in the application should 

be approved. 

ORDER 

IT IS ORDERED that: 

1. \Vilhin six months after the effective dale of this ordefl Pacific Gas and Electric 

Company (PG&E) may sell and transfer to TYEE Development CO'I LLCI the property 

as set forth in Application 97-05-0131 subject to the casements and reservations therein 

described. 

2. \Vithin 10 days of the actual transfer, PG&E shall notify the Director of the 

Commission's Energy Division and Office of Ratepayer Advocates in writing of the date 

on which the tr,lnsEer was consummated. A true copy of the instrument effecting the 

sale and tr.1nsEer shall be attached to the written notification. 

3. Upon completion of the sale and transEer authorized by this Commission order, 

PG&E shall stand reJieved oE pubJic utility responsibilities for the properly except as to 

the reserved casements. 

4. The ratemaking trc.lhnent, as set Eorth in the application, shall be followed by 

PG&E, except (or the change in account names noted in this decision. 

S. Completion of the sate and transfer authorized by this order shall obligate 

PG&E's sharcholders to bear any costs associated with the cxpansion of easements that 

are not recoverable under applicable tariffs, including costs associated with any 

environmental concems which arise. 
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6. Application 97-05-013 is closed. 

This order is etcective today. 

Dated Dl."'Cember 3,1997, at San Francis(o, California. 
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Decision 97·12·031 December 3,1997 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of PACIFIC GAS AND ELECTRIC 
COMPANY, a California corporation, and TYEE 
DEVELOPMENT CO., LLC, for an Order Authorizing 
the Former to Sell and Convey to the Latter a Certain 
Parcel of Land in Alameda County Pursuant to Public 
Utilities Code Section 851. (U 39 E) 

OPINION 

Application 97-05-013 
(Fired May 8, 1.997) 

Pacific Gas and Electric Company (PG&E or Seller) and lYEE Development Co., 

LLC (lYEE Or Buyer) jointly apply (or authority to transfer a pan:el o( land located in 

the City of Fremont, Alameda County (the Property) pursuant to a Standard Purchase 

and Sale Agreement dated Jul}' 30, 1996 (th~ Agreement) and for approval of the 

ratemaking treatment proposed for the transfer. 

Notice of the application Was given in the Daily Calendar on May 12, 1997. No 

protests have been received, and the Office of Ratepayer Advoc.-\tes (ORA) filed a 

response in support of the application. 

Applicants 

Since October 10, 19051 PG&E has been an operating public utility corporation, 

organized under the Jaws of the State of California, engaged principally in the business 

of furnishing gas and eJeclric service in California. 

TYEE is a CaJifomia limited Jiability company. TYEE plans to construct an 

industrial warehouse building on the Property with the necessary parking therefor. 

The Agreement is between PG&E and two individuals, Casimir Sz)endak and 

Paul Mackin. Szlendak and Mackin, along with a third parly, ha\'e since formed TYEE, 

which will take title to the Property. 
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The Property 

The Properly consists of approximately 7.3 acres located on Boscell Road in the 

City of Fremont, and is designated as Alameda County Assessor's Parcel Numbers 531-

221·22·01 and 531-221-27-01. 

The application states that, as part of PG&E's ongoing efforts to identify 

properties (or sate and disposition, the Property was identified as a candidate for 

disposition. Aside (rom two c!ectric transmission Jines which traverse the northwestern 

portion of the Properly, PG&E docs not otherwise make use of the Property. \Vilh 

adequate easements reserved for the eledric lines, it is not foreseeable that the Properly 

will ever again be useful for public utility purposes. 

Based on the analysis described above, it was determined that PG&E did not 

need to maintain ownership of the Property in fee and, as a mailer of law, the fee 

interest in the Property could be declared surplus if PG&E entered into an agreement 

whereby a public utility easement was created retaining all rights ne<:essary for 

maintenance and operation of the existing electric Jines. PG&E also believes that by 

exchanging unused fee interests for easen\ents and by removing the book value of the 

fcc interests from rate base, PG&E would be able to maintain service at a reduced cost. 

PG&E will be reserving an easement to prote<:t both of the eXisting electric lines. 

This easement , .... iIl also allow PG&E the right to construct future facilities therein. 

The easement reserves to PG&E suUident express rights [or operation and 

maintenance of all existing and future facilities, along with aU the secondary (common 

law) rights which Illay be necessary [or the full enjoyment of the primary grant. It 

expressly reserves to PG&E the right to reconstruct, replace, remove, maintain, and use 

the existing facilities, together with the right to excavate (or, construct, install, repair, 

reconstruct, replace, remove, maintain, and use additional facilities (or the transmission 

and distribution of electric energy and for communication purposes as PG&E may, (rom 

time to timc, deem necessary_ This would include rights for overhead pole and power 

lines and underground lines. 

The secondary rights which are being reserved include the right of ingress to and 

egress (rom the easement area, the right to control trees and brush lying within the 
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casement arca or adjacent to the cascment arca, the right to prohibit the construction of 

any building or other activity in and around the easement arca \\'hich might interfere 

with PG&E's operations, and a provision that all successors and assigns of the parties 

are bound by the terms of the casement and that all covenants shall apply to and run 

with the Property. In addition, PG&E relies on any other common law rights that it 

may possess as the holder of an easement and that may be reasonably necessary to fuHy 

preserVe the ratepayer interest in reliable electriC facilities and service. 

Easements created by reservation, as here, are permanent covenants on the 

servient lenen\ent (the Property) and cannot be extinguished by any act of Buyer or its 

successors in interest. Generally, public utility easements, such as the one at issue here, 

are said to Jlrun with the land" for the life of the public utility facilities including 

however long that life may be extended \>·lith ordinary maintenance and replacement 

programs of the utility. Since, with normal routine maintenance, the public utility 

facilities will be expected to last forever, the easements too are considered permanent 

and would last forever .. 

In reserving this easement, PG&E has considered whether the easement is 

sufficient not only for present but for all foreseeable future needs. The rights retained 

by PG&E in the proposed easement are sufficient (or all present and fulure public utility 

needs. Specifically, the easement reserves to PG&E the rights for its existing facilities as 

well as {or additional facilities in the future. Be<-ause PG&E believes that the casement 

is sufficient for all (orescc.lble future needs~ any cost due to any expansion to the 

casement which is not funded by new customers pursuant to the tariHs will be borne by 

the company and will not be reflected in rates. 

Buyers or any successors in interest would acquire a1l rights incident to fcc 

ownership subject to the express and implied covenants in the deed. 

Environmental Matters 

As part of the Agreement, PG&R disclosed that at some time during its 

ownership of the Properly, PG&n may have handled, treated, stored, or disposed of 

hazardous substances on or adjacent to the Property. Pursuant to the Agreement, 
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Buyer acknowledges that no report regarding hazardous materials was provided by 

PG&E, that it has the right to investigate the Properly, and that PG&E will not be 

responsible to Bu}'er (or the presence of hazardous materials either on or affecting the 

Property. 

Buyer has agreed to execule and deposit with the title company prior to the dose 

of escrow a Release and Indemnity Agrecmeitt containing a general release in which it 

waives and relinquishes any and aU rights it may have under Section 1542 of the 

California Civil Code, which reads as foHows: II A general release d~s not extend to 

claims which a creditor does not know or suspect to exist in his favor at the time of 

executing the release, which if known by him must have materially af(ected his 

settlement with the debtor." 

Based on the Agreement and the general release contained in the Release and 

Indemnity Agreement, the parties do not expect any claim (or environmental damage 

which may affect I'G&E or its ratepayers after the close of escrow. 

Purchase and Sale Agreement 

The terms and conditions of the proposed sale are contained in the Agreement. 

Under the terms of the Agreement, PG&E will sell and convey to Buyer the Property, all 

easements, rights, and privileges appurtenant thereto, and aU warranties and olher 

agreements rdated thereto. 11\e purchase price of the Property is $7811200. 

The most recent appraisal of the Property indicates an estimated market value of 

$714,500. The purchase price of $78t200 is well above the estimated market value. The 

dosing period for the transaction is 14 days from the date PG&E receives final approval 

for the sale (rom the Commission pursuant to Section 851 of the Public Utilities Code. 

Proposed Rat~maklng 

Based on property taxes of $191211j maintenance costs of $500; and PG&Ws 

authorized cost of capital (11.60% on equit}'; 9.45% on rate base), the 1997 revenue 

requirement, including taxes, franchise fees, and an allowance for uncoHeclibles, is 

$32,589. The costs related to the Property arc nxovered through base rates as 

determined in a General Rate Case (GRC). 
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Because the revenue requirement determined in a GRC is authorized at an 

aggregate level, it is impossible to specifically identify these costs in a GRe decision. 

Nevertheless, these costs are presently included in rates since they are embedded in 

PG&E's adopted rate base and maintenance and office expense estimates. Therefore, in 

this case, the Properly's $32,589 revenue requirement is included in the GRC revenues 

ordered by Decision (D.) 95-12-055 (PG&E/s 1996 test year decision). 

Pursuant to the Agreement, PG&E is reserving an easement for any existing or 

proposed facilities. This easement} retaining all rights necessary for maintenance and 

operation of the existing and any (uture electric facilities, will have no effect on PG&E's 

rate basco Additionally, by seUing the Properly with the appropriate casement .. it allows 

PG&B to avoid maintenance costs on fee ownership property that Was being 

underutilized {or utility purposes. 

In order to be competitive in an open market, PG&E states that it will continue to 

seize the opportunity to reduce its cost-of~service by selling all, or portions of, 

underutilized properties such as the Property. It is to this end that PG&fi desires to 

shorten the Commission's review and approval process by presenling consistent 

ratemaking treatment in such sales. In irs application to sell land at the former site of a 

reservoir known as Lake Van Norden (Application (A.) 9~06-009)J PG&E proposed a 

nl('(hanism to permit the sale of surplus land (the underutilized fcc interest) while 

ensuring that PG&E retain adequate easement rights on the property. Furthem\ore, the 

lake Van Norden application proposed that the net aCter-tax gain be credited to the 

Real Properly Sales (RPS) Memorandum Account, and eventually to a proposed 

Competition Transition Charge (crC) Balancing Account.' The Lake Van Norden 

applicalion was approved by the Commission in 0.97-04·024. The raremaking 

I In D.97~06-060, we authorized PG&E and other utilities to take steps tosct up Transition Cost 
Balancing Accounts that include the (unctions PG&E proposed lor its ere Revenue A«ount. 
We will use the terminology 01 D.97-06-060 in the remainder 01 this d('('ision. 
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proposed in this application for the sale of the Property is the same as in the Lake Van 

Norden application. 

The Properly currently is in PG&E's rate base. PG&E proposes that thc $88,856 

cost of the Properly would be removed (rom rate base. PG&E proposes to book the nct­

of-tax proceeds to the RPS Men\orandum Account. This amount would accme interest 

at the three-month commercial paper rate. Then, following establishment of the 

Transition Cost Balandng Account, PG&E would transfer the entire balance, including 

interest, in the RPS Memorandum Account to the Transition Cost Balancing Account. 

In summary, PG&H proposes to: 

• Retire the asset (rom rate base. 

• Book the nH~of-tax proceeds to the RPS Memorandum Account. 

• Accrue interest on the balancing account at the commercial paper rate. 

• Transfer the monies in the RPS Memorandum Account to the Transition Cost 
Balancing Acc()unt once it is established . 

. 
The initial journal entry required to achieve the ratemaking treatment outlined 

above would be as follows: 

Debit· Cash $734,328 

Credit - Land $ 88,856 

Credit - Balancing Account $382,468 

Credit - Tax Liability $263,004 

PG&E believes that this proposed ratemaking treatment is c()nsistent with the 

Comn\ission's history of finding that ratepayers have an interest in the gains on the sale 

of properly, and that by applying the after-tax proc:ceds to the Transition Cost 

Balancing Account, it also provides incentive to PG&E to maximize the potential gain 

on the sale of the land. 

The sale of the Property will result in a reduction of the Iransition cost 

responsibility (or ratepayers of PC&E. TIle r,ltemaking mechanism proposed in this 

application is consistent with the ratemaking mechanism proposed in PG&E's 
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A.96-08-070 filed with the Commission and embraces the Commission's goal of having 

a rapid and smooth transition to retail electric competition. 

Office of Ratepayer Advocates 

ORA recommends approval of the application as follows: 

1/1. The saJe of the Property should be.approved. Howeverj ORA 
recommends that the Commission explicitly cite PG&E's intention to have 
shareholders bear any costs associated with the expansion of edscments 
that arc not recoverable under applicable tariffs, and state that such costs 
shall include costs associated with any environmental concerns which 
arise, as condition of approving the sate and transfer of the Property. 

"2. The Commission should adopt PG&E's proposal to transfer, with 
interest the net-of-tax proceeds of $382A68 and booked into the RPS 
Memorandum Account and subsequently to the [Transition Cost 
Balancing) Account, such that the proccOOs and interest will be netted 
against the balance there. 

"3. The Commission should adopt PG&E's proposal to reduce its base 
revenue requirement by $32,589 in its next general rate case, \\.'hich will be 
filed later in 1997. 

"4. The Commission should require PG&E to provide, within 10 days of 
the actual transfer of the Properly, written notification of the date on 
which the transfer was consummated, including a copy of the instrumenl 
effecting the transfer. This notification should be provided both to the 
Commission and to ORA." 

Flndfngs of Fact 

1. PG&E provides public utility electric service in many areas of California, and in 

meeting its service obligations over the years has acquired numerous parcels of land 

which have been used and useful in its provision of service. 

2. \Vith the passage of lime PG&E's requirenlent of full use of some of these parcels 

has diminished, and PG&E has determined that its present and future requirentents on 

some of these parcels can now and for the (ulure be met by retention of easement rights 

while disposing of the basic fee in.terests in these parcels. 
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3. By selling unused fee interests in such properties and retaining casements, the 

book value of these fcc interests can be removed from rate base, enabling PG&E to 

maintain customer service at reduced costs. 

4. The Properly consisting of 7.3 acres located on BosceJl Road in the City of 

Fremont is one such parcel of real estate where PG&E has determined that its present 

and fulure public utility requirements are capable of being met through use of reserved 

easements without the necessity of continued retention of the fee interest in the 

property or its retenlion in rate base. 

5. PG&E has agreed to sell its fee in the BosceU Road properly to TYEE (or 

$781,200, seller retaining casements sufficient (or its present and future utility 

requirements. 

6. PG&E proposes to transfer, with interest, the net·o(·tax proceeds of $382,468 and 

booked into the RPS Memorandum Account and subsequently to the Transition Cost 

Balancing Account, once it is established, such that the proceeds and interest will be 

netted ag.linst the balance there. 

7. PG&E proposes to reduce its base revenue requirement by $32,589 in its next 

GRC, which will be fi!ed in late 1997. 

8. The application states PG&E's intention to have shareholders bear any costs 

associated with the expansion of casements that are not rC(overable under applicable 

tariffs, and states that stich costs shall include costs associated with any environn\ental 

concerns which arise. 

9. By allocating all after·tax proceeds to the Transition Cost Balancing Account, the 

total amount of the electric industry reslructuring transHion costs will be recovered 

sooner, and thl" CTC charge wi1l be eliminated more quickly, thereby reducing the 

overclll ere burden on ratepayers. 

10. Retained easements will adequately protect PG&E's existing and future etC(tric 

facilities requirements, and removal of fee ownership costs will result iI\ lower costs to 

both PG&E and its ratepayers; accordingly, the proposed s,lle and transfer as well as the 

proposed ratemaking treatment of the after-tax gain on S.lle is in the public interest. 
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11. Because the public interest would best be served by having the sale and 

transfer take pJace expeditiously, the ensuing order should be made effective on the 

date of issuance. 

ConclusiOns of Law 

1. A public hearing is not ne(essary. 
-

2. The proposed sale and transEer as set forth in the application, and the' 

ratemaking treatment of the gain on sale alter tax as set forth in the application should 

be approved. 

ORDER 

IT IS ORDERED that: 

1. \Vilhin six months after the effective date of this order, Pacific Gas and Electric 

Company (PG&E) may sell and transfer to lYEE Development Co., LLC, the property 

as set lorth in ApplicatioJl97-05-013, subjed to the easements and reservations therein 

described. 

2. \Vithin 10 days of the actual transfer, PG&E shaH notify the Director of the 

Comrl'l.ission's Energy Division and Office of Ratepayer Advocates in writing of the date 

on which the tr.\OsEer was consttnunated. A true copy of the instrument cCEeding the 

sate and transfer shan be attached to the wrilten notification. 

3. Upon completion of the sale and transEer authorized by this Commission order, 

PG&E shall stand reJicved of pubJic utility responsibilities (or the property exccpt as to 

the reserved casements. 

4. The ratemaking tr('atment, as set torth in the application, shall be followed by 

PG&E, except (or the change in account names noted in this d('('ision. 

5. Completion of the sale and transfcr authorized by this order shall obligate 

PG&E's shareholders to bear any costs associated with the expansion of casements that 

are not rccO\'cr,\ble under applicable tariffs, including (Osls associated with any 

environmental concerns which arise. 
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6. Application 97·05-013 is d<Y..oo. 

This order is effective today. 

Dated December 3,1997, at San Francisco, California. 
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