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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY RESOLUTION E-3162
AND COMPLIANCE DIVISION November 22, 1989
Energy Branch

RESOLUTION E-3162. PACIFIC GAS & ELECTRIC COMPANY
AUTHORIZED TO ENTER INTO AN AGREEMENT WITH LAKE
CALIFORNIA PROPERTY OWNERS ASSOCIATION AND THE
COUNTY OF TEHAMA FOR THE INSTALLATION OF UNDER-
GROUND ELECTRICAL FACILITIES IN TEHANA COUNTY.-

BY ADVICE LETTER 1253-E, FILED JUNE 20, 1989.
: N N |

SUMMARY

1. By Advice Létter 1253-E, filed June 20, 1989, pPacific cas
and Eléctric Company (PGA&E) réquests authorization to enter. inte:
a negotiated agreément, dated May 22, 1989, with Lake California
Property Owners Association; Inc: (POA) and thé county of Tehama-
(County) . Thé agréement is for installation of underground

electrical facilitiés for Tract 1006,
2. This resolution approves PG&E’s request.
. BACKGROUND

1. . _The Lake california subdivision, hereafter réferred to as

Lake california; consists of approximately 2500 lots on seéveral

tracts in Tehama county. The lots were originally offéred for

saleﬁin 1970, when theée subdivision was known as River Lakes '
Ranch. o . ) . o

contract for the installation of the underground eléctr B
facilities in Tract 1006 of Lake california was not digned. - .
However the Department of Real Estaté had authorizéd the salé of

2. Due to tiscal insolvéncy of the original déveléger; a-
c ,

- Lake callfornia lots, and somé of thé lots in Tract 1006 wéere. .
sold.” since 1970, agreeménts for service within Lake california
-have beén the subject of litigation and protracted negotiations.

3.. . The subject of this filing is a récently negotiated
agréement (Agréement) for thé installation of undérground
¢léctric facllities within a portion of Lake california, N
désignated as Tract 1006. The Agreement is a déviation from. ..
PG&4E’s presently filed extension rules (Rulés 15,1 and 20). POA
and the County of Tehama are thé parties which negotiated the
Agreement with PG&E.
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4 - Typicallf under PGLE’s Rulés 15,1 and 20, & developmént
of this type wqu_& be served under a contract with a developer:
The developer would be required to advancé the full cost of thé
facilities, with a provisfon for refunds as devélopment occurs. A
cost-of-ownership charge would also be madeé. ‘ :

5. The amount of the advance would be $1.36i,060, which is
the estimated cost to Install underground electrical facilities
throughout Tract 1066, Th?,one time cost-of-ownership charge
would bé $837,000, which is the presént value of tha fund to
cover operation & maintenance, taxes, eto., for a périod of 10
years, :

6. . Under the Agréeement, POA will pay, in advancé;- a nén= -
refundablé sum of $350,000 to PGLE, In return, PG&E is to..
~construct an underground éléctric dist¥ibution éystem in Tract

1006. The estimated:cost of this initidl construction is. = \
$650,000. PGLE will thereafteér Install additional fagilities, as
needed, to sérvé customérs as they apply for servicé: If all of
the avallable 1lots in'Tract-lﬁos_ate_sold;apd déveloped; the
~additional facilitles to serve all of thé anticipatéd load are

estimated to cost pproximately $735,000, for a total of '
$1,385,000. . o o .
NOTICE

. Public notification of this £iling has beeén madé by - -
_ publication in thé Commission’s calendar and by mailing copies of
the-advicé letter to other utilities; governmental agéncies and

. to all iaterésted parties who requesteéd such notification. -

2.  ‘T6_cénéérﬁé,mailinj'costé,‘Pcéx did not maf1 éobiés'of‘T
the agreement to all paitiés, but a copy of the agréement was
available upon writtén request, ) )

PROTESTS _ .

1. Nd.protests have been received.
DISCUSSION - o

COMPARISON WITH STANDARD PRACGTICE

) AR The'CommiésiOn“Advis@fyﬁénd,CQmpliaﬁCé pDivision (¢acp)
has analyzed the proposéd déviation. Part of thé analysis . =
includéd an evaluation to determine if the deviation advérsely
atffécted other ratépayers in comparisen with PG&E’s typical
extensions. o .

2. - An analysis of thé financial éfféct of the déviation and
of an installation under the utility’s fileda extension rulés was -
requested from and provided by PG&E. At the same time; cAcD also
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conducted a financlal impact analysis using slightly difterent
parameters.

3, For easé of comparison, the PG4E deviation reguést is -
characterized as the "cash” optien. The alternative of service
under theé utility’s line extension rules is charactérized as the
"Service” option. A comparison of the PGLE and the CACD analyses
is shown in the following table:

Table I
COmgarison Of Options

Presént Value of U ilit¥ (and ratépayers) Liability
($ millions) .

3 Cash service
CACD . 1.0 . . 0#6

4, ' The relative benefit of this requested deviation depends
on thé amount of growth in the areéa., A gOtential financlal risk
-to thé utility (and the ratepayers) of 400,000 exists if the
potential révenue from the déevélopmént of Tract 1006 is not =
sufficiént to offset the cost of construction and the cost of
ownership: _ i

LEGAL PROBLENS

5. Regardless of any potential financial risk, howevér, no
developéer is willing to advance the full cost of the '
installation, including cost-of-ownership. After yéars of :

‘negotiation, PG4(E has beén unablé to securé such a commitment -
from any party. =~ .- . : -

6.  PGEE has béen énjoihedi as a result of iitigation, by =
a

both the Property Owners Association (PoOA) and thé cCounty of
Tehama (County) té provide servicé to Tract 1608 In, 1982, a
settlement was reached betweén PGEE and both POA and County,
which séttled a portion of Tehama County Supérior court Action -
No. 19372, D )

1. PG§B’s analysis assumés that all 600 lots within Tract 160é
will be devéloped and applications for servica received from
all lots., . . -

2. CACD’s analysis, based on PGLE’s altérnate Scenario, assumés-
approximately 40% development ovér the neéxt 10 to 26 years:
However, random devélopmént throughout thé tract weéuiad .
require approximately 90% dévelopment of the system in order

to serve 40% of thé potential customer growth.
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74 By the terms of this settlement agyeemeni. PGbR was'
obligated to provide electrioc seéxrvice teo qualified 1ot owners®,
thosé gqualified Twners being those who had purchased -16ts in -
certain units prior to the éxpiration of certain subdivision
publioc reports, ‘

8, The 1982 agreement was never fully impleménted and filed

with the CPUC by PGLE because the utility belleved that ,

construction within the Lake california subdivisfon was dependent
upon finding of a new developer to complete the project.

9. Since 1982, several disputés have arisen with respect to
the impleméntation of this agreement. The parties have now
resolved these disputes by agreeing to cancel and supersedeé the -
1982 agreement and substituté in its place the agréément filed -
with advice Letter 1253-E: railure to inplément this agreément -
will leave PGLE at risk for future litigation ih cenjunction with
the 1982 agreement. _

ASSIGN RISK TO SHAREHOLDERS | |
10, CACD doés not bélleve that PGEE’'s othér ratepayeérs should

assume a fiscal risk from this installation if dévélopnént is
inadéquate to recovér the full cost of thé projéct: - '

11, Informal céntacts with PGLR, howévér,'indiéaté that PG&E
vigerously opposes risk assignment to the shareéholders,

' RECOMMENDATIONS _ ) ,
12, CACD has réviewed this fiiing and beliéves that the
proposeéd agreement, as submitted by Adviceé Letter 1253-g, wiil
provide underground électrical service to Tract 1006 under
provisions mutually accéptable to all parties to this agreénmént,

13. Except for the advance provision, the térms_oé this -

\.‘{ T :

agreéement aré consistent with PGEE's éstablishéd policy for 1ine -

extensions and aré the same as those in similar agreéments filed
and approved by thée CpUC. :

14, PG&E alléges that this filing will not increase any, rate

or charge, conflict «&ith other schedules or rulés, nor cause the -
withdrawal of sérvice. CACD concurs, with the caveat that there -

is a  possible cost to othér ratepayers should the tract fail to
develop sufficiéntly. o o R o
15.”>  CACD recommends that PG&E be orderéd to assumé risks if
revenue from the devélopment are insufficient €6 recover PGLR’S
- investmeént. , -
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FINDINGS

1. ‘“The agreément provides electrical facilities to Trast
1006 in Tehama County undér provisions mutually acceptablée to all
partiés directly concerned.

2, | PG&E should bé allowed to deviate from its extension
rules and retain the deposit provided by the POA,

3. This agreement reduces the financial burden én the
utility, Howevér, in the évent that the real estate tract does _
not devélop;suffioiently to cover the entire cost of construction
plus the cost of ownership, any revenué shortfall should not be a
- burden on all ratepayers. ;

4, . - The balance of theé provisions of the.agreement aré .
consistent with PG&E’s established policy for 1ine éxténsions and
aré the same as other éxténsion agreements previously approved by
this Commission. _ : o

5 - The proposed agreement, as presented by PG&E in Advice
Létter 1253-E, should bé approved with restrictions indicated in
Paragraph 3 above. : ' _ )

. THEREFORE IT- IS ORDERED thati

1. Pacific Gas & Electric Conpany is authorizéd under
thé provisions of Séction X.A. of Genéral Order $6-A
and under Section 532 of the pPublic Utilities code to
enter into the agreement with Lake california -
Property Owners Association and the county of Tehama
to provide électrical sérvicé to Tract 1006 in Tehama
county, as filed by Advice Letter 1253-E. Such .
électric service shall be bullt underground in
accordance with Pacific Gas & Electric company’s
Blectric Tariff Rule 15.1.

In the event that future applications for service and
resulting revénue do not develop sufficiently to
fully offset the cost of construction and the cost of
ownership, the financial burden created by this =
revénueé shortfall shall not bé thé responsibility ‘of
all ratepayers.  Pacific Gas and Electric company
shall not place into rate base any capital =
investments for this projéct which excéea ¢capital
contributions and advances on construction. -
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3.

7.

thie resolutlién, Paclfio Gas and EBleotifo is .
instructed to;file a supblement to Advice Letter
1253-E, slgnifyin?_accep ance of the ”No Risk To -
Ratepayeérs* restriction imposed b¥ this resolution.
Such advice léettér supplement shall become affective
upon date of filing. .

Within thirty (30) days after thé effebtive dats of

Thé éffeéctive daée_df the_COﬁmlssion authoriéa;ioﬁ to
implemént this agréement shall be the effective aate
of the above-mentioned advice letter supplerent.

within sixty (60) da{s after thé effective date of
this resolution, Pacifie Gas & Eléctrié company shall
file revised tariff sheéts to revise the List of
Contracts and Deviations in its fliéd electric
tariffs to include thé above agréement.

Adviceé Letter 1253-E, the subséquent su?pleménta1;=
advice letter filing and thé accompanylng agreément
shall all bé marked to show that théy were approvead
for filing by Resolution E-3162. _

This Resolution is effective today,

I héreby certify that this résclution was adopted =

by the california Public Utilities commission ‘at its
‘regular méeting on November 22, 1989. The following -
Commissioners approved itt , S TR

_ A/ SRR 1) Jsa
G. MITCHELL WiLK - .ngé 4 VK

FREDERICK R. DUDA -Acting Ex
STANLEY W. HULEVT o
JOHN B. GHANIAN -

5

President -

dcutivé DiFacter
] O T TN

PATRICIA M. ECKERT

. Commissioners




