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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of Pacific Gas and Electric Company (U 39 M), a California corporation, and MA Laboratories, Inc., a California corporation, for an Order Authorizing the Former to Sell and Convey to the Latter a Certain Parcel of Land in Santa Clara County Pursuant to Public Utilities Code Section 851.


Application 00-01-025

(Filed January 19, 2000)

O P I N I O N

Pacific Gas and Electric Company (PG&E) and MA Laboratories, Inc. (Buyer) request authority pursuant to Pub. Util. Code § 851 for PG&E to sell to Buyer a certain parcel of land located in Santa Clara County (the Property), as set forth in the Purchase and Sale Agreement between PG&E and Buyer dated June 25, 1999 (the Agreement).  PG&E also requests the Commission to approve the ratemaking treatment described in the application.

The application was filed on January 19, 1999 and was noticed on the Daily Calendar on February 2, 2000.  In Resolution ALJ 176-3032, dated February 3, 2000, the Commission preliminarily categorized this proceeding as ratesetting and preliminarily determined that hearings were not required.  On March 3, 2000, the Office of Ratepayer Advocates (ORA) filed a response to the application recommending that it be approved.  Given this status, public hearing is not necessary, and it is not necessary to alter the preliminary determinations made in Resolution ALJ 176-3032.

Applicants

Since October 10, 1905, PG&E has been an operating public utility corporation, organized under the laws of the State of California.  PG&E is engaged principally in the business of furnishing gas and electric service in California.  PG&E’s principal place of business is 77 Beale Street, San Francisco, California  94105.

Buyer is a California corporation and is purchasing the Property as such.

The Property

The Property consists of approximately 0.785 acre of land located in Santa Clara County and is designated as Santa Clara County Assessor’s Parcel Number 244-01-007.  PG&E acquired the Property from Jose de S. Silveira and wife by deed dated March 18, 1949 (recorded in Book 1790 of Office Records at page 165, Santa Clara County Records).  The Property, which is a strip of land 40 feet in width, was acquired for use as a gas line corridor in connection with the construction of gas transmission lines.
  In September 1998, PG&E was approached by Buyer with an offer to purchase the Property.  Buyer is the owner of the adjacent parcel to the northeast and wants to use the Property to expand its existing parking lot.  This will allow Buyer to enlarge its existing building on the parcel to the northeast.

The total original cost of the Property was $3,201.  The net book value of the Property is $1,213.  The purchase price is $280,875.  Subject to the conditions described herein, the Property is no longer necessary or useful for PG&E’s utility operations, and the sale of the Property will benefit PG&E’s ratepayers because the assets will be retired from rate base and the after-tax proceeds, net of any transaction costs, will be recorded to the depreciation reserve.

The Property is basically land locked.  Buyer owns the parcel to the northeast of the Property and the Union Pacific Railroad right-of-way abuts the Property to the southwest.  In addition, there is an electric transmission line on Buyer’s parcel which runs adjacent to and parallel with the Property.  The Property cannot be built upon as it is only 40 feet wide, is encumbered with 3 gas lines and is subject to the overhang of conductors from PG&E’s electric transmission line.  As a result, the Property has no value on the open market.  Its only value is to the adjacent property owner.  Given these constraints, PG&E and Buyer negotiated a purchase price for the Property of $280,875.  This price equates to $8.00 per square foot.  Given the constraints associated with the Property, this was deemed to be a fair market price.

Reasons for the Proposed Sale

As part of PG&E’s ongoing efforts to identify underutilized utility assets, the Property was identified as a candidate for disposition.  The Property is a 40-foot wide strip which is traversed by 3 gas transmission lines.  With an adequate easement for the gas transmission lines, PG&E determined that it did not need to maintain ownership of the Property in fee, and the fee interest in the Property could be declared surplus.  PG&E also concluded that, by exchanging unused fee interests for easements and by removing the book value of the fee interests from rate base, PG&E would be able to maintain customer service at a reduced cost.

Moreover, PG&E concluded that the easements will actually be more advantageous to PG&E and its ratepayers than continuing to own the Property.  With an easement, PG&E would retain all rights necessary for current maintenance and future operation of the existing facilities, including the right to enter on any part of the Property for maintenance purposes, with none of the obligations attendant to ownership of the Property.  PG&E would no longer be responsible for the maintenance costs or the payment of property taxes associated with the Property, nor would PG&E be responsible for the liability for injury to trespassers or others who may enter onto the Property.

Buyer wishes to purchase the Property to expand its existing parking lot.  This will allow Buyer to enlarge its existing building located on the parcel to the northeast.

Easements

The Agreement provides that PG&E shall be entitled to reserve easements for all existing or proposed utility facilities located, or to be located, on or under the Property.  The rights being reserved as well as the description of the easement area are set forth in the Grant Deed whereby PG&E proposes to sell the Property to Buyer.  Buyer or any successors in interest would acquire all rights incident to fee ownership subject to the express and implied covenants in the deed.

In addition to the rights specifically reserved in the Grant Deed, PG&E relies on the common law of servitude to the maximum extent possible.  Under the common law of servitude, PG&E has the right to do such things as are necessary for the full enjoyment of the easements themselves, and such rights do not need to be expressly stated in the document which creates the easements.

The rights retained by PG&E in the proposed easement are sufficient for all present and future public utility needs.  Specifically, the easement for the gas transmission lines reserves to PG&E the rights for its existing facilities as well as for additional facilities in the future.  In addition, PG&E will reserve overhang rights for its existing electric transmission line which is located on Buyer’s property approximately 10 feet northeasterly of and parallel with the Property.  Because PG&E believes that these easements are sufficient for all foreseeable future needs, any cost due to any expansion to the easements which is not funded by new customers pursuant to the tariffs will be borne by PG&E’s shareholders and will not be reflected in rates.

Ratemaking Treatment

1. PG&E has proposed that the parcel be treated as depreciable property instead of non-depreciable property (land) because of the gas transmission rights-of-way under the land.  This treatment allows the proceeds of the sale to flow back to ratepayers via a credit to the depreciation reserve.  This proposal is consistent with ratemaking methodologies adopted by the Commission.  The proposed ratemaking treatment for this sale is to credit the net proceeds from the sale to the depreciation reserve, as follows:

Sale price






$280,875

Tax liability






  114,445
Net proceeds





  166,430

Original cost





      3,201
Rate base reduction




  169,631

We adopt this ratemaking treatment.

Environmental Matters

Under the California Environmental Quality Act (CEQA), we must consider the environmental consequences of projects, as defined, that are subject to our discretionary approval.  (Public Resources Code § 21080).  While transfers of utility assets are generally projects subject to CEQA review by the Commission, the facts of this case indicate that this sale, while a project, does not have the potential for causing a significant effect on the environment, and accordingly the Commission need not perform further CEQA review.  (CEQA Guideline 15061(b)(3).)

The Property has been used as a corridor for PG&E natural gas pipe lines.  Buyer does not propose any change in use of the Property as a condition or term of the sale, although Buyer does plan to use the Property to expand its existing parking lot.  Neither PG&E nor Buyer seeks authority from the Commission to change the existing uses of the Property.  Any subsequent change in use by Buyer of the Property would be subject to later review or permitting.

Service of Application

In Decision (D.) 99-04-015 and D.99-04-022, the Commission directed PG&E to serve any future Pub. Util. Code § 851 applications regarding land and/or hydroelectric facilities on local jurisdictions, such as cities, counties, special use districts, and federal and state resource agencies.  In compliance with this order, PG&E served this application on the following entities:

· City of San Jose, Mayor’s office

· County of Santa Clara, Resource Director

· California Public Utilities Commission, Office of Ratepayer Advocates

· California Public Utilities Commission, Energy Division

· California Resources Agency

· California Environmental Protection Agency

· United States Environmental Protection Agency

· United States Department of the Interior

Waiver of Comment Period

This is an uncontested matter in which the decision grants the relief requested.  Accordingly, pursuant to Section 311(g)(2) of the Public Utilities Code, the otherwise applicable 30-day period for public review and comment is being waived.

Findings of Fact

1. PG&E and MA Laboratories request authority, pursuant to Pub. Util. Code § 851 for the former to sell and convey to the latter a certain parcel of land in Santa Clara County.

2. The Property consists of approximately 0.785 acre of land designated as Santa Clara Assessor’s Parcel Number 244-01-007.

3. PG&E is an electric utility subject to the jurisdiction of the Commission.

4. MA Laboratories is a California corporation.

5. PG&E is reserving easements for three gas transmission lines on the property and conveying the fee interest to MA Laboratories.

6. Notice of the filing of the application appeared in the Daily Calendar on February 2, 2000.  No protests were received, and ORA filed a response recommending approval of the application.

7. Ratebase will be reduced by crediting the net proceeds of the sale ($169,632) to the depreciation reserve.  Ratepayers therefore benefit from the gain on sale of depreciable property, as this transfer is being treated.

Conclusions of Law

1. A public hearing is not necessary.

2. The sale and conveyance of the Property is subject to Pub. Util. Code § 851.

3. The sale and conveyance of the Property does not require further CEQA review by the Commission.

4. It is reasonable to treat this parcel as depreciable property because there are gas transmission rights-of-way beneath the land.

5. The sale and conveyance of the Property and the proposed ratemaking treatment should be approved.

6. This order should be effective today to allow the proposed sale to be executed on an expeditious basis.

ORDER

IT IS ORDERED that:

1. Pacific Gas and Electric Company (Applicant) may sell and convey to the MA Laboratories a certain parcel of land located in Santa Clara County (the Property) described in the application, subject to the terms and conditions described therein.

2. The ratemaking treatment set forth in the application is approved.

3. Within 90 days of the sale and conveyance of the Property, applicant shall file an advice letter to report the gain on sale in accordance with the application.

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

5. Application 00-01-025 is closed.

This order is effective today.

Dated November 21, 2000, at San Francisco, California.


LORETTA M. LYNCH


President


HENRY M. DUQUE


JOSIAH L. NEEPER


RICHARD A. BILAS


CARL W. WOOD


Commissioners

�  PG&E will be reserving rights over the entire Property for the underground gas transmission lines as well as for the overhang of wires from its electric transmission line which lies northeasterly of and parallels the Property.
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