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Decision 98-05-012 May 7, 1998
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of Pacific Gas and Electric @[mn@}um {;\\‘L

Company, a Galifornia corporation, and
Village Builders, L.P., foran Order ‘ -
Authorizing the Former to Sell and Convey . Application 97-10-003
to the Lattér a Two Parcels of Vacant Land (Filed October 1, 1997)
in Marin County Pursuant to Public Utilities
Code Section 851 (Electric) (U 39 E)

OPINION

Summary

We will approve the sale by Pacific Gas and Electric Company (applicant)

of two parcels of vacant land (totalling approximatley 11 acres) located in the City of
San Rafael, Marin County and ancillary personal property described in the application
(the Property) to V'illag'e Builders, L.P., Fair Isaac and Company, Iné. (either, Buyer),
Lindaro Office Park, Inc. or North America Léas’e Plan, Inc. (any of which, Transferee),
and the rateniakihg tréafnient requested by épplicant for this transfer.
Brocedl.l_@l__B_é,G.@L@_llQ

Applicant is a public utility subjecl to the jurisdiction of the Commission.
On October 1, 1997, applicant filed an applilcatlon for authority to transfer the Property
. to Transferee, which plans to devélo;; the Property as an office park. Notice of the
application was published in the Déily Calendar on October 6, 1997. No protests were
filed. The Office of RaterpayefAdv()cates (ORA) filed a response on November 3, 1997
and recommended that the transfer be approv: ed, subject to certain conditions. On
March 9, 1998 and March 13, 1998, appltcant moved to amend its application, so that it
would be able to transfer the property either to Village Builders, L. or to an optionee,
Fair Isaac and Company, Inc. or to the optionee’s designee, Lindaro 'O-ffice Park, Inc., or
to lease I’lan North Anterica, Inc., an Illmms c0rp0rahon, an altemate optlonee s
designee. The assigned administrative law )udge (AL]) issued a ruhng on March 16,
1998, permitting the apphcanon to be amended and, pursuant to Rule 2 6(a)(2) of the
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Rule of Practice and Procedure, prohibiting responses to the amendment, because the

identity of the Transferce was a minor change.

b}

Discussion
No public utility may transfer its property that is necessary or useful in

the performance of its duties to the public without first having secured the
Conmission’s authorization. (Public Utilities (PU) Code § 851.) The Property is
presently used for a gas meter and regulator lot, groundwater remed:ahon, and
transmission and distribution of electricity. 'ﬂmrefore, the Propert) is useful and PU
Code Section 851 applies.

Village Builders, L.P. offered to purchase the Property pursuait to a bid
solicited by applicant by advertising and with the assistance of a real estate broker.
Approximately 190 prospective puichasers received bidding information. Nine offers
were received, which applicant narrowed to two based on the proposed use for the

Property, the financial capacity of the purchasing entity, the experience of the

purchasing entity, the offered price, the closing schedule, the organization and
management of the entity, and an interview. Applicant selected the bid of Village
Builders, L.P., which was the highest and considered by applicant to be the best.
Applicant determined that it could retain easements sufficient for its existing and
projected needs for gas and electric uses if it transferred ownership of the Property to
Transferee. Applicant and Village Builders, L.P. entered into an agreement (Purchase
Agreement) for sale of the Property to Buyer for $3.9 million, subject to the approval of
this Commission. The Purchase Agreement provides that Village Builders, L.P. could
transfer its rights to Fair Isaac and Company, Inc. or a designee of that transferee. The
Purchase Agreement reserves to app!iéant easements for its existing gas and electric
facilities and road access. It also provides for a license to atlow applicant to continue
activities required for continuing environmental nionitoring and remediation.

The purchase price may be increased after the closmg of the sale if the
Property is developed 16 certain retail uses durmg the ten- -year period fo]lowmg the

conveyance of the Property (Price Contmgency).
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Applicant may have handled, treated, stored or disposed of hazardous
substances on or adjacent to the Property, which was used for 85 years as a gas
manufacluring plant, until 1960. From 1962 until 1986, the Property was used for
applicant’s service center, and a substation and administrative staff officers were built
on adjoining parcels. In 1990, the buildings on the Property were removed. The
Purchase Agreement provides for an Amended and Restated Environmental
Agreement (Environmental Agreentent) that provides for applicant to retain its
responsibility for investigating, remediating, and /or containing substances currently on
the Property and any future release or migration of such substances. Moreover, the
Environmental Agreement provides ihatBﬁye‘r will indemnify applicant against claims
arising from contamination of the Property by Transferee that may occur following the
transfer of the Property, and Buyer will assume (subject to indexing) 25% per year of
applicant’s costs of operating the groundwater remediation system to a maximum
average (subject to indexing) of $20,000 per year. Applicant’s cost historically has
ranged between $90,000 and $108,000, exclusive of méjOr repair or replacement.

The total original cost of the Property was $90,962, which is currently in
applicant’s rate base. App]icaﬁt represents that the 1997 revenue requirement associated
with the Property is $103,181, allocated as a part of base rates as determined in its |
general rate case (GRC). In its most recent GRC Decision (D.) 95-12-055, that revenue
requlrement was included as part of appllcant s aggregate revenue requmment

Applicant proposes to remove from rate base the non-depreciable portion
of the net book value of the Property, $90,962, representing the land. Applicant would
remove $103,181 from its reveénue requirement. Applicar\t further proposes to book
(after expenses of sale estimated at $208,000) the net-of-tax p{oceeds ($2,133,759) to a
memorandum account naned the Real Property Sales Memorandum Account, which

was approved in D.97-05-028. This amount would accrue interest at the three-month
commercial paper rate. Following establishment of what applicant calls a Competltlon
Transition C harg«. (CTC) Revenue Account prqp_bsed in Application 96-08-070,

applicant would transfer the balance in the Real Property Sales Mentorandum Account

to the CTC Revenuie Account, with the effect of reducing the amount ratepayers would

3
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othenwise be required to pay in nonbypassable charges. Consistent with D.96-69-044
and D.97-11-074, we approved a Transition Cost Balancing Account in D.97-06-040 and
D.97-11-074, which will resultin the application of sales proceeds to reduce transition
costs.

ORA recommends that the appiicant be required to flow through the Price
Contingency to ratepayers in the event that any such amount is received in connection
with post-closing changes to the use of the Property, as provided in the Purchase

Agreement. This niay be done thrc‘tugh the Transition Cost Balancing Account, if it is

 still in operation at the time of any payment under the Price Contingency. Otherwise,

applicant must apply to the Commission to establish some replacement ratemaking
mechanism.

Under the California Environmental Quality Act (CEQA), we are
obligated to considef the environmental consequences of projects, as defined, that are
subject to our discretionary approval. (Public Resources (PR) Code Section 21080.)

| On February 18, 1998, the City of San Rafael published a notice to
determination (State Clearinghouse Number 97042041) that, asrléad agency, it had
approved a project for the development of a 406,000 square foot office park complex on
the Property, prepared an environmental impact report (EIR), made mitigation
measures a condition of approval, adopted a statement of overriding considerations,
and certified the final EIR dated December 5, 1997, and the modifications thereto dated
December 23, 1997, revised February 8, 1998 (FEIR).

‘Tﬂe FEIR concluded that atl but one of the adverse environmental effects
of the project (defined as the proposal to develop the Property for an office park) could
be avoided or reduced to less-than-significant levels through the adoption of mitigation
measures that the City of éan Rafael has required as a condition of its permit issuance.
The adverse impact that ¢ould not be avoided or reduced to a less-significant level
related to traffic conditions on U.S. Highway 101. Two segments (between North San
Pedro and Lincoln Avene and between Lincoln Avenue and Mission Aveénue) in the
southbound direction during the moming peak hour, and three segments (the same two

segfnents plus a segment between Mission Avenue and Interstate 580) in the




A97-10-003 AL)/RC1/wav

notthbound direction during the evening peak hour would experience a deterioration
of volume-to-capacity ratio of 0.01 as a result of the project’s incremental contribution.
The FEIR determined that any deterioration of that ratio of 0.01 or greater to be
significant.

Mitigation of the traffic impacts to less-than-significant levels could be

accomplished through construction of High Occupancy Vehicle lanes between North
San Pedro Road and Lucky Drive, at an estimated cost of $82 million, of which $43
million (for the southbound lanes) is funded, and $39 million (for the northbound lanes) -

is unfunded. 7 _
The City of San Rafael considered that it is “not reasonably feasible to -

m\plement [construchon of the High Occupancy Vehicle lanes in the northbound

direction) prlor to occupancy [of the Property} or to impose [upon the project for the

. development of the Property] the unfunded $39 miltion cost of a measure for mitigation

" of reglonal 1mpacls on U.S. 101.” We concur, as the unfunded amount is ten imes the

fair market value of the Property.

Findings of Fact

1. Applicant is an electric utlhty sub]ect to the ]unsdtctlon of the
Commission.

2. Apphmnt has agreed to sell the Property to Transferee.

3. The Property is presently USed for a gas meter and l‘egulator lot,
groundivater remediation, and transmission and distribution of electricity.

4. The Purchase Agreement reserves sufficient rights in the Property to
permit'apphcant to continue to use the Property in the same manner as it currently uses
the Property without the nec‘essity fdr OWning the Property in fee simple. |

5. On February 18, 1998, the City of San Rafael pubhshed anotice of

determmahon that, as lead agency, it had approved a prOject for the development ofa

406,000 square foot office park mmplex o the Propetty, prepared an EIR, made

mitigation measures a condition of approval, adopted a statement of ovemdlng
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considerations, and cettified the final EIR dated December 5, 1997, and the
modifications thereto dated December 23, 1997, revised February §, 1998.

6. The FEIR concluded that all but one of lhc adverse environmental effects
of the project (defined as the proposfal to develop the Property for an office park) could
be avoided or reduced to less-than-significant levels through the ‘adoption of mitigation
measures that the City of San Rafael has required as a condition of its permit issuance.

7. The adverse impact that could not be avoided or reduced to a less-
significant level related to traffic conditions on U.S. nghway 101. _

8. Two segments of US. nghway 101 (between North San Pédro and
Lincoln Avenue and between Lincoln Ave enue and Mission A\'enue) in the southbound
direction dunng the niomning peak hour, and three segments (the sante two segments
plus a segment between Mission Avenue and Interstate 580) in the northbound
direction during the evening peak hour would experience a detetioration of volume-to-
capacity ratio of 001 as a result of the project’s incremental contribution.

9. The FEIR determined that any deterioration of that ratio of 0.01 or gréatér
to be significant.

10. Mitigation of the traffic impacts to less-than-significant levels could be
accomplished through construction of High Occupancy Vehicle lanes between North
San Pedro Road and Lucky Drive, at an estimated cost of $32 miillion, of which $43
million (for the southbound lanes) is funded, and $39 million (for the northbound lanes)
is unfunded. _

11. The City of San Rafael considered that it is “not reasonably feasible to
implement {construction of the High Occupancy Vehicle lanes in the northbound
direction] prior to occupancy [of the Property] or to impose fupon the project for the
development of the Property] the unfunded $39 million ¢ost of a measure for mitigation
of regiohal impacts on US. 101.”

12. The Purchase Agreenent contains an indemnification from Buyer to

appllcant for envnronmental habllmes ansmg from the post-transfer discharge of |

hazardous substances due to Transferee’s activities.
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13. Applicant has assumed the risk, on behalf of its sharcholders, that the
easements reserved from the Property arc sufficient for all present and future utility
. uses, and will bear any cost due to the expansion of such easements which is not funded
by new customers pursuant to tariffs.

Concluslons of Law
1. Transfer of the Property is subject to PU Code Section 851.

2. The transfer of the Property constitutes a project for CEQA frllrpdses.

3. The environmental effects of the project are'as stated in the FEIR.

4. The Commission has reviewed the FEIR.

5. Ttis not réasonably feasible to ih‘\ple_meht construction of the High
Occupanc); Vehicle lanes in the northbound direction prior to occupancy of the
Property, or to intpose upon the prt;ject for the development of the Propérty the
unfunded $39 million cost of a measure for mitigation of regional impacts on U.S. 101

6. Transfer of the Property should be approved.

7. Folloxs;ing transfer of the Property, Applicant should reduce its annual
revenue requirement by $103,181, remove from rate base the non-depreciable portion of
the net book value of the Property,; $90,96’2, and book the net-of-tax proceeds
(52,133,759) tb the Transition Cost Balancing A¢count. .

QRDBR

1T IS ORDERED that:

1. Pacific Gas and Electric Company {applicant) may transfer to Village
Builders, L.P”., Fair Isaac and Company, Inc., Lindaro Office Park, Inc., or North |
American Lease Plan, Inc. the real and personal property (Property ) described in the
application, subject to the terms and conditions described therein.

2. Following transfer of the Property, applicant shall reduce its annual
revenue requirement by $103,181, remove from rate base the non-depreciable porhon of
the net book value of the Property, $90 962, and book the net-of-tax proceeds -
($2,133,759) to the Transition Cost Balancmg Account.
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3. Inthe even that applicant receives additional payments in respect of the
Property, based upon contingencies described in the application concerning the type of
future development of the Property, such proceeds shall be credited to the Transition
Cost Balancing Account while it remains open.

4. Following the closing of the Transition Cost Balancing Account, applicant
shall apply to the Commission for ratemaking treatment of any additional payments
received in respect of thé Property, based upon contingencies described in the
application concerning the type of future de\'elo}inient of the Property.

5. Applicant’s sharcholders shall bear the cost of any future expansion of

easements on the Property, to the extent that such costs are not paid by customers from

applicable tariffs.

6. The authority granted hereby expires if not exercised within one year of
the date of this order.

7. App]iéant shall provide notice to the Comh\ission, through the Director of
the Energy Division, and the Office of Ratepayer Advocates of the recordation of the
instrument of transfer of the Property, within ten days of the date of recordation, and

shall provide a conformed copy of the instrument effecting such transfer.
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8. Application 97-10-003 is closcd.
This order is effective today.
Dated May 7, 1998, at San Francisco, California.

RICHARD A. BILAS
~ DPresident
P. GREGORY CONLON
HENRY M. DUQUE
JOSIAH L. NEEPER
- Commissioners

Commissioner Jessie J. Khight,Jr., being
necessarily absent, did not participate.




