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DecisiOll99-02-035 February 4, 1999 . @mnnunrX1 ~ It 
BEFORE lHE PUBLIC UTILITIES COMMISSION OF TH E st'}.'H!'tI~RJYl~Jbll~IIIA 

In the Matter of the Application of SOUTHERN 
CALIFORNIA EDISON COMPANY (U 338-E) for 
Authority to Lease AvailableLartd on the 
Santiago Estrella 66 kV Right of Way to SSD, LLC. 

OPINION 

Application 98-02-042 
(Filed February 26, 1998) 

Solttherrt California Edison Con\pany (SCE) and SSD, LLC (SSD) jointly 

request authority, l>u{suantto Public Utilities (PU) Code § 851, for seRlo lease 

approximately 4.S3aaes of available land on the Santiago Estrella 66 kV 

subtra[\smissiOn line right of wa}' to SSD for developnlent of a self-storage 

facility. 

The application Was filed on February 26, 1998 alld was noticed on the 

D(1ily Calendar on February 27,1998. 

In Resolution ALJ 176-2988, dated March 12, 1998, the Commi.ssion 

prelimillaril}' categorized this proceeding as ratesetting, and preliminarily 

determined that hearings were not necessary. No protests have been received. 

Given this status, public hearing is not necessary, and it is not necessary to alter 

the preHminary deternlinations made in Resolution ALJ 176·2988. 

Applicants 

seE is a.n investor-owned public utility engaged in the business of 

generating, tr,msmitting, a.nd distributing electric energy in portiolls of Central 

and Southern Ca.lifornia. In addition to its ptoperti~s in CaHfornfa, it owns, in 

some cases jointly with others, facilities it\ Nevada, Arizona, and New Mexico, its 

share of which produces power and energy for the use of its customers in 
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CaHfornia. In conducting such busit\ess, seE operates an interconnected and 

integrated electric utility system. 

SSO, a Nevada lin\ited liability company, is a newly formed compan}' 

comprised of companies experienced in the design, construction, and 

management of self-storage facilities throughout the United StateS. The firms 

that comprise SSD are described below: 

Cook Properties.,. Cook Pr()perH~s is a real estate developer located in 

Provo, Utah. Established in the early 1980s, Cook Properties has been active in 

the construction of government build-to-suit projects, residential developn\ents, 

and self-storage facilities. During the past five years, Cook Properties has 

primarily focused on residential subdivisions and self-storage facilities. In 1995, 

Cook Properties completed the developmeilt of a 104l)()()-square-{oot self.:storage 

fadlity in Lakewood, Colorado. 

EJW Development Group, Inc. (EJ\V) - EJW was incorporated on 

April 6, 1995 in California. EJW consists of two firms: 

Jordan Valli Architects, Inc. is a full service design finn specializing in 
self-storage projects. Established in 1982} the firm has designed more than 
150 self-storage facilities throughout the western United States. Jordan 
Valli is highly skilled it\ public preSel\tations and development processing 
through local governmental agencies, and has a proven track record it\ 
dealing \\·ith cities and (on\n\unities in securing approval of conditional 
use permits and zone changes. In California, Jordan Valli has successfully 
placed self-storage fadlities in Alhambra, Burbank, Corona, Costa Mesa, 
Los Angeles, Orange, San Gabriel, Stanton, Torr.lnce, \Vestminster and 
Whittier. 

Eitel Wade, Inc. is a fint\ specializing in the construction of quality 
seJ(·storage facilities throughout the UI\itcd States. The principals of Eitel 
\Vade, Inc. have 42 years of experience in the construction of commercial 
and residential properties. During the last foul' years, Eitel Wade, Inc. has 
constructed 18 self-storage fadlities. 
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The Agreement 

The terms and conditions of the lease are set forth in the Option 

Agreement between seE and $SO (Agt'e~n\el\t) attached to the application dated 

August 15, 1997. As described in the Agreen'lent, SSO intends to develop and 

operate a self-storage facility 01\ the available land. 

Development and operation of the proposed self-storage facility is 

compatible with SCE's operation of the Santiago Estrella subtransnlission line. 

Throughout the lease period, SCE will continue to own and operate the line, al\d 

will retain unobstructed aCCess to the line's right of way. 

The initial 'ternl of the lease is 30 years beginning on the date SSD exercises 

the option. SSD can'renew the lease lor two additiol\a) to-year terms. If the 

Comnlission grants this application, a lease will be created upon SSD's exercise of 

the OptiOl", 

Under the Agreement; SSDwn\ pay annual base rent of $50,000 in the first 

'year, $100,000 in the second year, and $150,000 in the third thtottghlOth yeats. 

TIle base rent will be adjusted at the 10th and 20th years o[ the lease tern\ and 

upon the renewal option based on the then curtent fair rental value of the 

properW, eXcluding the value of SSO improvements. In no evel\t, however, will 

the adjusted base rent be less than the bilse rent otherwise payable h'"medialely 

prior to such adjustment, nor will it increase more than 6.5% per year 

compounded annually for 10 years. As additionall'el\t, at the end of each year, 

beginning in year [our, SSD will PdY the exceSS of t5%, and commcJ'u.'ing in year 

t 1 of the lease term, the excess of 20%, of its gross revenues over the base rent (or 

the same year. 

TIle Agreement provides that SSO's activities will not interfere with the 

operation of the electrical transmission facilities that cross the site. SSO is not 

allowed to usc or store hazardous substances, explosives, or flammable materials 
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on the site. Any equipment used by SSD on or adjacent to the site will be used 

and operated to maintain a n1inimum clearance of 17 feet front all overheit'd 

electrical conductors. seE also requires SSO to refrain from using any of the 

areas directly underneath electrical towers and to maintain a nlininiun\ 50-{oot 

radius around all towers legs and a lO-foot radius (\found all steel and wood 

poles. SCE requires SSD to provide and n\aintain access roads On the property 

that are at least 16 feet wide and capable of supporting it gross load of 40 tons on 

a three-axle vehicle. seE also has the right to approve<:onstntctioI\ plans and 

specifications and the selection of a genenl) <:OJltractor for the development 

project. 

SCE retains the right and authority to enter the sitc at any and all 

rcasonable tim~es to inspect theptoperty. seE also has the right to in)pose 

ten\porary restrictions on ssots right to enter, occupy, and use the property in 

order that seE can pereorn\ work, jf necessary, on the eledrical (acilities located 

on thc property. seE also retains the right to take all or a part of the leasehold by 

emincnt domain 01' inverse condemnation. 

, SSD is responsible for all personal property taxes, as wen as other general 

or spedal assessments or fees levied against the properly or thc improVcolents 

thereon. SSD is also responsiblc for obtainitlg all permits and approvals [or 

construction and any ZOlle changes or use permits required for the operation of a 

self-storage facility. SSO must also lllaituain appropriate comprehensive general 

liability insurancc1 cOr'l)prchensive auto liability insurc:lllce, and workers' 

compensation insurance. SSD (urther agrees to indemnify seE agah\st all 

liability {or damages or injury to persons on the properly exccpt to the extent 

caused by SeE's negligent or willful nlisconduct. 
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Revenue 

The subject property was previously licensed to the Irvine Company for 

landscape and beautification purposes (or $6,000 per year, which license fee was 

treated as Other Operathlg Revenue (OOR). Under the proposed Agreement, 

SCE will obtain revenues substantially higher than the previous license fee, thus 

benefiting ratepayers. 

All of the reVenues (ronl the lease will be treated as OOR. Under presently 

authorized ratell'lakh\g ttE'atn\ent forOOR,SCE will record 50% of the revenues 

(ronl this lease in the Secondary Land Use Revenue (SLUR) Memorandum 

Account pending a fin~1 disposition of the ratepayers' share of such revenues. 

Disposition of the SLUR Memoranduo\ Account is being addressed in SeE's -

Application (A.) 97-06-021, file'd On June 12, 1997, which seeks approval of a new 

ooR sharing meehanisnl for the gross revenues received ftOnl the enhanced 

utilization of utility assets, including leases of available lal\d. Accordingly, the 

Con\)'nission should order seE to file an advke letter adding the lease that is the 

subjcct of this application to the SLUR Memoranduol Account. SeE requests that 

this application be approved and that the revenue from this lease should be 

recorded in the SLUR Me010ratldllll\ Account until the Commission issues a 

decision 01\ seE's proposed revellue-sharing mechanisn\ in A.97-06-021. 

On January 30, 1998, SCE filed Advice Letter 1286-E which ~ets forth 

proposed categories of nontariiled products and services offered for sale by SCE 

and provided descriptions of the existing products or services within each 

category. This advice letter filing We'S made pursuant to Rule VII.F of the affiliate 

transactions rules contained in Appendix A of Decision (D.) 9'/-12-088. 

Attachment B to Advice Letter 1286-E identified the Secondary Use of 
, , 

Transmission Right of Ways and L'lnd as a category of eXisting products or 

services and listed storage facilities as at) existing product Or service within that 
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category. This filing complies with the requirements of Rule VII for existing 

nontariffed products and services. 

SCE acquired this land from the Irvine ~ompany in April of 1973. From 

September of 1988 to Decenlber of 1997, this sHe was licensed to the Irvine 

Company for landscape and beautification purposes. All of the revenue front the 

Irvine Con\pany lkense was credited to OOR. If the Irvine COi1lpany license 

remained in eff~t today it would only generate $6,000 per year in revenue. In 

contrast, under the proposed lease with SSO, the 4.53 acres will generate an 

expected base tcv~nue of $50,000 in 1998, $100,000 in 1999, and $150,000 in the 

. subsequent lease years. TIlliS, revenue from the proposed lease represents a 

substanthll h\crcase in OOR fo,rthe benefit of SCE's «ltepayers. 

Best Secondary use 

seE's objective in selecting secol\dary uses for utility property is to find 

uses that will provide the greatest reVenue consistent with the utility'S 

obligations to maintain the safety and reliability of its facilities. The 66 kV 

Santiago Estrella subtt'ansmissiol\ line is used in the transI\\ission of cledridty to 

homes and busiJ\esses it\ the Irvine arcn. 

To evaluatepossible sC('ondary uses lor this type of utility property, seE 

conducted a survey in 1990 of the "secondary usc" policies of nine utilities across 

the nation. The survey revealed that those utilities had identified four possible 

uscs for the unused portions of their oper .. \ting properties: auto parking; 

recr'e<ltion vehicle slor(1gej equipIt\ent stomge; and self-storage. Of these possible 

uses, SeE determined that a self-storage facility offered the highest level of 

potential revenues (or this particular site. 
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Valuation of The Irvine Site 

Traditionalilmarket valuell appraisal methods which attempt to dctermine 

the highest price that the land would bring if sold on the opcn market (or any use 

or purposes are not ideally suited lor valuing secondary uses. Instead, real estate 

appraisers establish rental value for the property based on the value the property 

has for a specific secondary usc. 

To evaluate the rental value for this' site, SCE hired Charles Ray \Vilson & 

Associates, MAl real estate appraisers, to compute rent paid by comparable 

self-storage facilities in Southern California as· a function of the effective gross 

income of the facility. The annual base rent seE will teceive from SSD 

(approximately 18% of projected gross revenues) falls within the acceptable 

market range established by the appraiser baSed on the ~nalysis of con\parable 

(adHties. In the event that SSD carns higher than projected revenues, SCE is 

entitled to additional rent at the end of each calendar year beginning with the 

fourth yeM of the lease term equal to the excess of 15%, and commencing in 

year 11 of the lease ternl, the excess of 200/0 of its gross revenues oVer the base 

rent. 

The Proposed Transaction Is In the Publio Interest 

Section 851 provides that no public utility "shall .. .Iease ... [properly) 

necessary or useful in the performance of its duties to the public ... withoul first 

having sccured fronl the commissiol\ an order authorizing it so to do." 11,e 

relevant inquiry (or the Commission in § 851 proceedings is whether the 
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proposed transaction is "adverse to the public interese." The proposed lease 

satisfies this test. The public interest is not harmed since the lease will not affect 

til any way the utility's operation of the Stmtiago Estrella sub transmission line. 

To the contrary, the COlllnlission has determined that the public interest is served 

when utility property is used for other ptoductivepurposes without interfering 

with the utility's operation or affecting service to utility custonlers~. Bccause the 

proposed Agrcen\cnt will provide additional tevel\ues for ratepayers, with 

. mininlal risk to thenl, SCE requests ·Cornnlission authorization of the lease) 

Environmental Matters 

Under the C~li£~rt\ta Environmental Quality Act (CEQA), the Con\missiOl\ 

is obliga-ted to consider the environmental consequences of a project that is 

subject to the Cotl'tniission's discteHortary approval. (Public Resources Code 

§ 21080.) A project is an Activity that limay caUse either a dir'C(t physical change 

in the environment .. or a reasonably foreseeable indited physical change in the 

elWirOl\ment" and either (a) is dircctly undertaken by any public agency, (b) is 

supported by contracts, grants, subsidies, loans, or other fOlli\S of assistance fron\ 

one or more public agencies, or (c) involves the issuance of a tease, permit, 

I See, c.g., Universal Marine Corporation, D.84-04 .. 102, 14 CPUC2d 644 ("(\V}e havc long 
held that the relevant inquiry in an application (or transfer is whethcr the transfer will 
be adversc to the public interest"); S(~ also D.S9-07~16, 32 CPUC2d 233. 

J D.93-04-019, p. 3 ("Joint use of utility facilities has obvious economic and 
clwirOI\n\CI\tal bcnefits. The public intcrest is servcd when utility property is used for 
other productivc purposcs without interfering with the utiHty's operation or affecting 
service to utility customers.") 

1 In D.96-12-024 the Commission approved a similar agrcemcnt pursual\t to which sen 
leases available land to Outback/Taft, LLC for developmcnt of a self-storagc facility. 
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license, certificate, or other entitlement (or usc by one or more public agencies. 

(Publk Resources Code § 21065.) 

Pursuant to this statutory directive, Commission staff (rom the Energy 

Division Environmental Review Team have engaged representatives in 

discussions on both the applicability of CEQA to the project proposed in SCE's 

application and the potential enVito]'lmental impacts that might reasonably be 

foreseen (or such project. Based upon these discussions and its hldepel\dent 

assessment of the proposed project, sta(( has determined that the proposed 

project, in its entirety, has the potential (or direct or indired physical changes to 

the environment which arc reasonably foreseeable. Therefore, stafl has 

determined that an en\~ironlllental review of the project proposed by SCE In the 

. instant application, and [or which ,,·disctetionary appro\~l for a leasing 

agreement is sought by SCE fronl the COinmission, IS required pursuant to CEQA 

prior to itllplementdtion of the proposed project. 

Although the lease at isstte is for self-storage uses, developn\ent of the 

properly by the lessee is subject to all appHcable laws and, before any usc oi 

development will be peflnitted, discretionary approvals fron\ other public 

agencies having jurisdiction will be required. This disaetionary approval 

process will also trigger application of CEQA. 

The issue is presented whether the necessaryCEQA review is performed 

by the Commission or by another state or local authority. CEQA guidelines 

expressly recognize that the timing of CEQA review "involves a balancing of 

competing factors," and that such review should occur "as early as feasible in the 

planning process to enable environmental consideratiol\S to influence project 

program and design and yet late enough to provide meaningful information for 

environmelHal assessn\ent." (14 Cal. Code of Regulations § 15004.) 
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In this casc, the Comm.issionwill defer to the appropriate statc and local 

authorities having jurisdiction over any proposed changes in usc of the site. 

These authorities arc generally in a superior position to evaluate local 

environmental impacts and develop appropriate nutigation strategies. 

Such deference is appropriate under the circumstances here and wiJI not 

result in any regulatory gap. CEQA specifically applies to discretionary projects 

such as issuance of conditional use perillits and approval of tentative subdivision 

ll\aps. (SCe pub. Res. Code § 21080; see also Myers, supra, 58 Cal. App. 3d 

at 424.) Accotdh\gly, if and when there is a .motedeveloped proposal to change 

the usc of the site, the appropriate state and local authorities having authority 

oVer such proposed uses J'nusfcOllducterivironn\enlalreview under CEQA.· 

Furthern\orc, in lieu of conducting CEQA reviewal this time, the 

Conunissioll may condition its a~pproval of the proposed lease on lessee's 

compliance with all applicable environment"l regulations. Such conditional 

approval is (oolmonly imposed and is consistent with Commission precedent 

under CEQA. (Sec Sundstr'()J)\ v. County of Mendocino, 202 Cal. App. 3d 292, 

308 (1988), Qtlng Perley v. Board of Supervisors, 137 Cal. App. 3d 424,429 (1982); 

sec also In Re: sp-ectmNet SGV, D.97-06-020, Cal. PUC LEXIS 367 at *37 (1997).} 

Due to these circumstances, staff reports that it has (onduded that no 

further environmental review pursuant to CEQA will be required for the 

approval of this application by the COlnmission because such an cnvironmental 

review will be requited at\d conducted by local jurisdictional authorities in their 

discrelionary approval of local permits requirc'd for the subsequcl\t later actions 

necessary to develop the property at issue in this application. Staff's report dated 

November 16, 1998 addressed to the Administrative Law Judge for thts 

proceeding and a supporting letter from SCE to stalf dated August 17,1997 are 

on file in this proceeding. 
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WaIver of Comment Period 

PU Code § 311(g)(l) provides that this dedsion (nusl be setl/ed on all 

parties and subject to at least 30 days public review and ~ornfi\c[1t prior to a vote 

of the Con\n)issioll. Scttion 311(g)(2) provides that this 30-diYi)cri6d fllay be 

reduced or lvaived tipOl' the stipulation of all parties inth~ ptCKeeding. 

All parties in the proceeding havestipula,ted to\vaive the 30-day Waiti~lg 

periodrcquired by PU Code§' ~l1(g)(l) aftd the" opportunity to'tile'(ornmcl'lts on 
" " 

"the draft deCision. Accordingly,' this matter will beplaced on the Comn\issi6n's 

agenda directly tor prompt action. 

FJndlr'lg~ 6f Fact 

1. seE and SSD jointlyreque~t authority, pursual\tt~ PU Code § 85ti (~r SCE 

. to lease approximately 4.53 acres of availabieJand on theSan"ti~go Estrella' 66 kV 

sub transmission line right c)f way to SSbtor development of a self-storage 

(acilit}', 

2. SCE is an investor-owned public utility engaged in the business of 

gener<lting, tranSll\itting, and distributing electric energy in portions of Central 

and Southern California. 

3. SSD, a Nevada Jinlited liability company, is a newl)' formed company 

comprised of companies experienced in the design, construction, and 

n\anagement of self-storage facilities throughout the United States. 

4. Development at'\d oper<ltion of the proposed seH·storage facility is 

compatible with SeE's operation of the Sal\tiago Estrella subtral\Smission Jine. 

S. The subjeCt property was previously licensed to the Irvine Com~Any (or 

landscape and beautification purposes for $6,000 per year, which lkel'se fee was 

treated as OOR. 

6. Under the proposed lease, SCll will obtain revenues substantiaUy higher 

than the previous license fee, benefiting ratepayers. 
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7. All of the revenues (ron\ the lease will be treated as CXJR. c Under presently 

authorized ratemaking treatment for OOR, SCE wiJI record 50% of the revenues 

from this lease in the SLUR ~1(>morcUldun\ Account' pending a. final disposition of 

the ratepayers' share ot such revenues. 

8. The·Commission has determined that the public interest is served when 

utility property is used {6r 'other prQductive purposes without interfering with 

the ~ttilityts operation Or affecting service to utilhy custon\ers. 

9. Because the proposed lease will piovideadditional (cvenues (Or 

ratepayers, with minhnal risk to them, Commission authorization of the leasc 

will not be adverse to thepubHc interest. 

10. , The proposed project, in its entirety, has th~ pot~ntial for direct or indirect 

physiCal changes to the ~nvironn\erttwhich are reasonably foreseeable; however, 

lessee's plans to build are presently preliminary and contingent upo)', numerous 

factors. 

11. CEQA review will be performed by the appropriate local authority. 

12. Because the public interest would best be served by having the lease take 

place expeditiously, the ensuing order should be made effective on the date of 

issuance. 

Conclusions of Law 

1. A public hearing is not ne~cssary. 

2. TIle proposed l('ase as set forth in the application, and the accounting 

trcahl\ent of the transaction as set forth in the application should be approved. 

3. CEQA review is deferred to the appropriate state and local authorities 

having jurisdiction over proposed changes in use of the site. 
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ORDER 

IT IS ORDERED that: 

1. \Vithit\ six nl0nths Mter the e((cctivc date of this order, Southern California 

Edisotl CODlpany (SeE) may lease to SSD, LLC the property as set forth in 

Application 98-02-042, subjC(:t to the reservations therein described. 

2. Within to days of the actual transfer, seE shall notify the Con\n\ission In . 
writing of the date of which the transfer was consummated. A true copy ()f the 

instrun\ent effecting the sale and transfer shall be attached to the written 

notification. 

3. SCE shaH lile all advice letter adding the lease that is the subject of this 

. application to the Secondary Land Use Revenue Memorandum Account. 

4. Approval of this lease is cortditional upon compliance by Jessee with 

applicable federal, state "ltd local environmental regulation's. 

5. Applicatiol\ 9~" . ~042 is closed. 

This order is effective today. 

Dated February 4,1999, at San Francisco, Ca1ifornia. 
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