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Decision 99·02-036 February 4, 1999 fillmn@nr~lll\_1 L 
. t1JJUtl l~U,Kllnl\! 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of SOUTHERN 
CALIFORNIA EDISON CO~1PANY (033S-E) for 
Authority to Lease Available Land to Industry 
Storage, Ltc on TransI\\issioJ\ Line Right of Way. 

OPINION 

Summary 

Application 9S·07-018 
(Filed July s, 1998) 

This decision authotizesSouthern California Edison Compan}' (Edison) to 

lease a site along its Etiwanda .. Walnut-Mesa transI\\ission line in the city of 

. Industry to Industry Storage, LLC (Industry Storage) for the purpose of 

operating a self-storage fadlity. The re~enlte generated by the lease wil) be 

shared bctweell ratepayers and shareholders. 

Background 
Edison seeks a Commission order authorizing it to lease to Industry 

Storage a 6.51-acte site located on Edison's Etiwanda-Walnut-Mesa 220 kilovo1t 

(k\') transmission line right of way on Gale Avenue in the City of Industry. . 

Industry Storage will develop and operate a self-storage facility on the l\vailable 

land. 

EdisOl\ states that the revenues generated from this lease will ex(eed the 

revenues generi\ted by the former lessee, Gray Estates and Ira Lyon, doing 

business as Bud LYOllS Christmas Tree Farml of approximately $8,557 per yearl or 

$1,337 per acre. That lease tern\inated prematurely on April 2, 1997 due to 

unpaid fees. 
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EdisOil proposes t~at this application be categorized as raten\aking and 

anticipates that hearings Willllot be necessary. The isslle, according to Edison, is 
, , 

as foHows: Is the proposed lease of this available land on Edison transmission 

line right of \Vayto Industry Storage adverse ,to the public interest? 

In Resolution AL] 176-2997.dated Joly 23, 1998, the Commission 

preliminarHy (ategorized this application asratesetting, and prcJiminarily 
'. - -

deten\\ined that" hearings \-Jete not necessary. No' protests have been received. 

Given this status~pltblichearing is not t\eceS$~rYI and it is not necessary to alter 

the prelin\inary determinations Jl\ade in ResolutionALJ 176-2997. 

Study of Secondary Uses 
:Edison coil.duc'ted a survey hi 1990 of second'ary use policies of nine 

\ltiHties across the n'ati6h, which identified four possible uses for the unused 

portions cit their operAting properties: auto parking, recreational vehicle storage, 

equipment storage~ and self storage. Of these uses, self storage offered the 
. . 

highest level of potential revenues from this site. 

Edison filed Advice 1286-E pursuant to Rule VII.F of the affiliate 

transactions rules set forth in of Decision (D.) 97-12-088, as modined by 

D.98-08-035. Appendix'B of Advice 1286-E identified the secondary use of 

transmission Jinc right of way as a (ategory of existing products or services and 

listed storage facilities as eXisting within that category. Edison believes that this 

filing complies with Rule VII (or eXisting and nontariffcd products and services. 

Edison selc<:ted Industr)' Storage, a newly forn\ed company, based on the 

extensive experience of the principals in the real estate industry including self

storage facilities. 

The Lease 

The terms and (Qnditions of the lease arc set forth in the document entitled 

Option Agreement Between rOle Southern California Edison Company and 
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Industry Storage, LLC (Agreenlcnt), datcd December 8, 1997. The Agreement 

provides for an expected base revenue amount of $38,250 in year one, $76,500 in 

year two, $114J750 in year three, and $143,000 in the fourth through tenth years. 

The base lease fee ' .... ill be adjusted at the tenth and twentieth years of the lease, 

and upon the renewal option bascd on the then current fair tental value of the 

property, excluding the value o( Industry Storage improvcments. The adjustcd 

base lease fee will not be less, than the (ee otherwise payable immediat~ly priorto 

the adjustment, and win not. exceed an increase of 3 percent per year 

compounded annually (or 10 years. Thus, the base lease fee in the eleventh year 

could not be less than $143,000, orn\Ot'e than approximately $186,639. An 

additional lease fee applies beginning at the end of the fourth yeat, in which 

Iridustry Storage will pay the excess of 18 percent of its gro'ss rcv~nucs over the 

base lease fce for the same year. 

Lessce's activities nlay not interfere with >the operation of Edison's 

transmissiOil facilities that cross the sitc, and hazardous substances, cxplosivcs or 

flarnmable Illaterials may not be' stored or used on the site. Specific clearances 

must be Inait\tained between electrical conductors, towcr legs altd stecl and 

wood potes. Lessce is required to maintain adequate access roads for Edison's 

usc. 

The Agreement grants h\dustry Storag~ the option to lease the site for the 

development and operation of a self-storage facility. The initial ternl of the lease 

is 35 years comn\endng on the dMe the option is excrcised by Industry Storagc, 

with an additional live-yea I' lease term available. 

. Edison retains the right to entcr the site at an times, to impose tcmporcuy 

restrictions, to occupy and use the site to perform necessary work, and it retains 

the right o( cminent domain or invetse ~6ndcn\l\ation. 
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IndustryStoragc is responsible (or all taxes and fees levied against the site 

and improvements thereon, and lor obtaining all necessary pen'nits. It must 

maintain appropriate insurance and agrees to indenu1Uy Edison against all 

normal liability daio\S relating to the site. 

Ratemaklng Treatment 
EdiSon proposes that all revenues (rom the lease be treated as Other 

Operating Reveiluc'(OOR), with 50% of the reVenues recorded in the Secondary 

Land Use Revenue (SLUR) Memorandun\ Account pending tinal disposition of 

these funds by the Commission. 

Environmental Matters 

_ Under the California Environmental Quality Act (CEQA), the Commission 

is obligated to consider the environmental consequences of a project that is 

subjed to the Comrilission's discretionar}' approval. (Public Resources Code 

§ 21080.) A projC(t is an a~tivity that "(nay cause either a dired physical change 

in thc,cnvironrnent, or a r('asonably foreseeable indirect physical change in the 

environment" and either (a) is directly undertaken by at\y public agency, (b) is 

supported by contracts, grants, subsidies,loans, or other forms of assistance (rol1\ 

one or mOre public ag~nciesJ or (c) involv('s the issuance of a lease, permit, 

license, certifkate, or other entitlement (or use by one or more public agencies. 

(Public Resources Code § 21065.) 

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

Division Environn\cntal Review Team have engaged representatives in 

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

application and the potential environmental impacts that might reasonably be 

foreseen for such project. Based upon these discussions and its independent 

assessment of the proposed project, staff has determined that the proposed 

project, in its entirety, has the potential lor direct or indirect physical changes to 
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the environment which arc reasonably foreseeable. Therefore, staff has 

determined that an environmental review of the project proposed by SCE in the 

instant application, and (or which a discretionary approval for a leasing 

agreement is sought by SCE from the Commission, is required pursuant to CEQA 

prior to implementation of the proposed project. 

Although the lease at issue is tor sell-storage uses, developnlent of the 

property by the lessee is subject to all applicable laws and, be(or~ any use or 

development will be permitted, discretionary approvals trom other public 

agencies havjng jurisdiction will be required. This discretionary approval 

process will also trigger application of CEQA. 

The issue is presented whether the necessary CEQA review is performed . 

by the COIl\mission or by another state Or local authority. CEQA guidelines 

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

conlpeting factors/' and that such review should ()(clir lias early as feasible in the 

planning process to enable environmental considerations to influence project 

program and design and yet late enough to provide meaningful info"rmation for 

environmental assessment./I (14 Cat. Code of Regulations § 15004.) 

In this case, the Commissiol\ will defer to the appropriate state and local 

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

These authorities are genenlUy in a superior position to evaluate local 

environmental impacts and develop appropriate mitigation strategies. 

Such deference is appropriate under the circumstan~es here and will not 

result in any regulatory gap. CEQA specifically applies· to discretioJlary projects 

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

maps. (See pub. Res. Code § 21080; sec also Myers, supra, 58 Cal. App. 3d 

at 424.) Accordingly, if and when there is a more dc\'e]oped pro'posal to change 
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the use of the sitel the apptopr!ate state and local authorities having authority 

ovcr such proposed uses must conduct enVirOJltllental revicw under CEQA. 

Furthcrn\orci in lieu of conducting CEQA review at this time} the 

CommissUm may condition its approval olthe proposed lease on lessee's 

complial\ce with all applkablc environmental rcgulations. Such conditional 

approval is commonly imposed and is consistent with Con\rrtlssion precedent 

underCEQA. (Sec Sundstrom V'I County oJ Mendocino, 202 Cal. App. 3d 2921 

. 308 (1988}/citing Perley v. Board of Super\tisors, 137 Cal. App. 3d 424/ 429 (1982); 

see atsob\ Re: SpcctraNet SGV, 0.97-06-0201 Cal. PUC LEX IS 367 at ~37 (1997).) 

Due to thesecitcumstanccs, staff reports that it has concluded that no 
. -

further cnvironmental review'pursuant to CEQA will be required for the 

approval of this application by the Co n\n\issio n because such an elwiromnental 

review will be requircd and conducted by local jurisdictional authorities in their 

discretionary approval of local pernlits required (or the subsequent later actions 

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

Noveillber 161 1998 addressed to the Administr.ltive Law Judge (or this 

proceeding and a supporling letter (ron\ SeE to staff dated August 17, 1998 are 

on file in this ptOc:eeding. 

Discussion 

Under Public Utilities (PU) Code § 851 1 no public utility 

"shal1 .. .1ease ... (property] necessary or useful in the performance of 
its duties to the public .. , without first having secured (rom the 
commission an order authorizh'g it so to do." The relevant inquiry 
for the Commission it\ Sc<:tion 851 proceedings is whether the 
proposed transaction is "advcrse to the public interest," (Seci ~I 
Universal Marine Corp-oration (1984) 14 CI'UC 2d 644.) 

In 0.93-04-019, the Con,misslon observed that "Joint usc o( utility facilities 

has obvious economic and environmental benefits. TI1C public interest is served 
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when utility property is used fot other productive purposes withOltt Interfcring 

with the utility's operation or cffective service to utility customers.1I 

Th.is proposal will achieve that result, and the level of revenue will be 

substantially highcr than that achieved fron\ the former lessee, bcne{iti!\g both 

ratepayers and the utility. The conditions in the proposed lease adcquately 

protect Edison against iIHcrference with its operations by the lessee. Therefore, 

the proposed'lease is in the public interest and shouldbc authorized promptly to 

obtain the benefHs:'as soon'as possible. 

Edison notes that the revenue from the previous lease oil this site was 

crcdited to the CXJR a~count, and s~tggests the san\e 'ratemaking treatI'J\erH for 

this lease. 

That policy was established by the Conull.iSsion in D.96-12-024 dated 

December 9, 1996, in approving a lease similar to this one. That dedsion ordered 

Edison to preserve a 50/50 sharing of revenUe between the'utility and ratepayers, 

by crediting all the revenues t'o Edison's Other Op~rating Revenue (OOR) 

Account 454.611 (Secondary Land Usc), with Edison's 50% to be credited to the 

utility, and the r<ltepayers' 50% placed itl a ntemorandum account until (llrthcr 

order of the Commission. ~Current1YI that ll\emorandun\ account, the SLUR 

Memorandum A<.'<.'ount Is be!ng addressed it) Edison'S Application 97-06·021, 

filed on June 12, 1997, which seeks approval of a new revenue sharing 

mechanism for gross rcvenlles re<.'eived from enhanced utilization of utility 

assets, including l~ascs of land. 

\Vc will direct Edison to deal with these revenues in that 11'anner, pending 

further Con\mission action on the ratemaking issue. 

As mcntiol\ed above, Edison addresses its compliance with the 

Comn\lssion'sAffiliatc Transactions Rule VII.F in its applkatlc)ll. Commission 

D.97.12.088 established, and D.98-08-035 modified, Rules which goven\ 

·7· 



A.98-07-018 ALI/DRS/teg *,. 
transactions between energy utilities and their affiliates, and the provision by the 

utilities of nontariffed products and services. The lease sought by Edison is an 

eXisting nontariffcd service, as described in its Advice Leiter 1286-E.' As such, 

Rules VII.C.4 and VII.G apply here. Rulc Vn.C.4Iists five conditions which must 

be nlet: 

a. The l\ontariflcd product or service utilizes a portion of a 
utility a~et or capacitYi 

h. Such asset or capacity has been acquired for the purpose of 
and is necessary and uscful in providing tarilfcd uHItty 
services; 

c. The jnvolved portion of such asset or capacity may be used 
to offer theproduct or scrvice on a-nontariffed basis 
without "dversely affecting the cost, quality or reliability of 
tMi((ed utility products and servkes; 

d. The products and services can be marketed with minimal 
or no incren'tcrltal ratepayer capital; ri\inimal or no new 
forms of HabUity or business risk being inturred by utility 
ratepayers, and no undue diversion of utility management 
attention; and 

e. The utility's offering of such non tariffed product or 
servkes does not violate any law, regulation, or 
Commission policy regMding antkompctitive pr(lcticcs. 

The Rulcs require that the utility inforn\ the Conlmission h}' advice letter of 

the utility's existing or new nontari(ied products and services, and how their 

provision complies with the Rules. However, Rule VII.G requires that, if 

Commission authority is sought pursuant to Section 851, "the utility need not file 

, \Vc grant authority in this Decision lor the lease sought by Edison in its application. 
\Ve will address Advice Leller 1286-E in a subsequent resolution and do not prejudge it 
here. 

-8-



A.98-07-018 ALJ/DRS/ICg·· 

a separate advice letter, but shall include in the application those items which 

would otherwise appear in the advice letter as required in this Rule." 

The record indicates that the conditions specified by the affiliate 

transaction Rules have been satisfied lor this existing nontari.fEed service 

provided by Edison. 

We conclude that the proposed lease is in the public interest and should be 

authorized promptly to obtain the benefits as soon as possible. 

This is an uncontested matter in which the decision grants the rclief 

requested. Accordingly, pursuant to PU Code § 311(g){2), the o'therwisc 

applicable 30-day period for public review and commcilt is being waived. 

Findings of Fact 

1. Edison is an electric public utility subject to the jurisdiction of the 

Comn\lsSi6n. 

2. Edison has a site on its Etiwanda-Walnut-Mesa transnlission line right of 

way available for secondar}' USes. 

3. Edison has entered into a proposed lease with Industry Storag(', subject to 

Con\n\isslon approval, which would result in substantially greater revenues from 

the lease than \'lere achieved fronl the prior lessee. 

4. TIle proposed lessee, Industry Storage, is a newly formed company with a 

principal who has experience in developing self-~torage facilities. 

5. Industry Storage will finance, construct, and maintain the se)(·storage 

facility, be.uing the costs, and nlaklng payments to Edison. 

6. Revenue frolll the lease would be shared between T,ltepaycrs and 

shareholders. 

7. l1u~ proposed project, itl its entirety, has the potential for direct ot indirect 

physical changes to the enVirOI\lllcnt which are reasollabl}, foreseeable; however, 

-9-



A.98..Q7-018 ALJ/BRS/t<:g * 
lessee's plans to build are presently preliminary and contingent upon numerous 

factors. 

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

9. There are no protests or requests (or hearing. 

10. This lease is an existing nontari(fed servke~ as Edison describes in its 

Advice Letter 1286-B. 

11. As such, Rules Vn.CA and VII.G of the Commission's alliliatc transaction 

Rules apply here. 

12. The recoid indicates that the conditions specified by the affiliate 

transaction Rules have been -met (or this noiltarifled service provided by Edison. 

Conctusl6ns of Law . , 
1. No public hearing is llc(essary. 

2. Joint use of utility property when practical offers economic and 

environn\ental benefits. 

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

having jurisdiction over proposed changes itt use of the site. 

4. Edison should be authorized pursuant to PU Code § 85t to lease a 6.51-acrc 

site located on its Etiwanda-Walnut-Mesa transmission line right of way on Galc 

Avenue in the City of Industry. 

5. Edison should be ordered to credit the revenues as received to the OOR 

account with a 50/50 split between n\tepayers and shareholders. 

6. This dedsion should become c(fe~tive on the date signed. 

ORDER 

IT IS ORDERED that: 
: ~ 

1. Southern C'~H(ornla Edison Company (Edison) is authorized pursuant to 

Public Utilities Code § 851 to enter intoa lease of 6.51 acres of its Etiwanda-
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Walnut-Mesa transn\ission ]inc right of way to Industry Storage, LLC, under the 

tern\s and conditions set forth ill the application. 

2. As received, all revenues from the lease shall be credited to Edison's Other 

Operating Revenue account 454.611 (Secondary Land Use), with 50% credited to 

Edison, and 50% placed in the Secondary L1nd Use Revenue Memorandum 

Account lor ratepayers until further order of theCo}l\mission. 

. 

3. Edison shall notify the Director of the Energy Division in writing of ariy 

substantial amendments to, extension of, or termin('\tioI\ of the lease agreement, 

within 30 days following the execution of such amendments, extensions~ or 

termInation. 

4. The authority granted in Ordering Paragraph 1 shall expire if not exercised 

before November 1, 1999. 

5. Approval of this lease is conditional upon c0I1\pliance by lessee with 

applicable (ederal, state and local environmental regulations. 

• 6. This proceeding is closed. 

This order is effective today. 

Dated Pebruary 4, 1999, at San Frandsco, California. 

RICHARD A. BILAS 
President 

HENRY t-.f. DUQUE 
JOSIAH L. NEEPER 

COInmissioners 


