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OPINION AUTHORIZING SOUTHERN CALIFORNIA 
EDISON COMPANY TO LEASE AVAILABLE LAND TO HAWAII PROPERTIES, INC. UNDER PUBLIC UTILITIES CODE SECTION 851

Pursuant to Pub. Util. Code § 851, Southern California Edison (SCE) is authorized to lease available land on the Gould-Mesa transmission right-of-way to Hawaii Properties, Inc. (HPI), for the purpose of developing a business park in the City of Rosemead (City).  This proceeding is closed.

Background

Section 851 requires a public utility to secure authorization from the Commission before encumbering or transferring any of its properties or rights necessary or useful in the performance of its duties as a public utility.  As an investor-owned utility, SCE provides electrical service in 15 counties in Southern and Central California, with substantial holdings throughout the state.  SCE owns the real property within its Gould-Mesa transmission right-of-way site in the City Of Rosemead (City).  Gould-Mesa is part of a 220 kilovolt electrical system that includes overhead transmission lines and other facilities regulated by the Commission.  SCE requests authority to lease a 2.58 acre parcel of available land on this site to HPI on a long-term basis for the development and operation of a business park.  Utility service will not be affected by the development and the lease will generate revenue for the benefit of ratepayers and shareholders.
Pursuant to Rule 35 of the Commission’s Rules of Practice and Procedure, Gerald Yang, President of HPI, co-signed and supports this application.  The City also supports this application and the construction of the business park.  
Terms of Lease 
On October 14, 2003, SCE and HPI entered into an Option Agreement for the lease of the site for development of a business park.  HPI paid SCE a $30,000 lease option fee to hold the property open pending exercise of the lease.  HPI will exercise the lease option upon Commission approval of the subject application.  HPI plans to construct two new buildings (27,000 total square feet) and renovate one existing building (3,000 square feet), on the site.  
The lease term is for 45 years with options for two additional 10-year terms.  HPI will make lease payments to SCE on the following schedule:  $50,000 for Year 1; $60,000 for Year 2; $80,000 for Year 3; $100,000 for Years 4 and 5; and $120,000 for Years 6-10.  Lease payments were calculated based on the value of comparable commercial developments near and around the site.  Further payment adjustments may be made after Year 10, but in no event will be greater than 20% annually.  Regarding the business park, HPI will pay all applicable property taxes and obtain and purchase all necessary permits, approvals and insurance coverage.  
Ratemaking
The property is used for the purpose of electric transmission and is included in SCE’s rate base, subject to ratemaking jurisdiction by the Federal Energy Regulatory Commission.  Lease payments will be credited to SCE’s Other Operating Revenue account.  Granting the lease will result in ratepayer and shareholder benefits.  Pursuant to the revenue sharing mechanism outlined in Decision (D.) 99-09-070 for the secondary use of utility property, lease payment benefits will be split with 70% credited to shareholders and 30% credited to ratepayers.  
Safety Issues
The proposed business park will not interfere with operation of SCE’s electric facilities on the transmission line site.  No hazardous substances, explosives or flammable material will be used or stored on the site.  As provided in the lease, a minimum 17-foot clearance will be maintained from all overhead conductors, a minimum 50-foot radius around all SCE electrical towers, and a 10-foot radius around all poles and anchors.  HPI also will provide and maintain 16-foot wide access roads to SCE facilities, able to support 3-axle vehicles with a 40-ton gross vehicle weight.  
Transaction in the Public Interest

Pub. Util. Code § 851 requires that transactions involving public utilities shall be in the public interest.  Copies of this application were served on the Commission’s Energy Division and its Office of Ratepayer Advocates.  No protests or comments opposing this application were received.  Granting the lease will provide low-risk benefits for ratepayers, but will not interfere with the operation of SCE facilities or with the level of service to its customers.  This application and the proposed lease are supported by the City and construction of the business park is not adverse to the public interest.  
Environmental Review
The California Environmental Quality Act (CEQA, Public Resources Code Sections 21000 et seq.) applies to discretionary projects to be carried out or approved by public agencies.  A basic purpose of CEQA is to “inform governmental decision-makers and the public about the potential significant environmental effects of the proposed activities.”  (Title 14 of the California Code of Regulations, hereafter CEQA Guidelines, Section 15002.)

Because the Commission must issue a discretionary decision (i.e., grant Section 851 authority) without which the proposed activity will not proceed, the Commission must act as either a Lead or Responsible Agency under CEQA.  The Lead Agency is the public agency with the greatest responsibility for supervising or approving the project as a whole (CEQA Guidelines, Section 15051(b)).

Here, the City is the Lead Agency and the Commission is a Responsible Agency for the proposed project under CEQA.  CEQA requires that the Commission consider the environmental consequences of a project that is subject to its discretionary approval.  In particular, the Commission must consider the Lead Agency’s environmental documents and findings before acting upon or approving the project.  The specific activities a Responsible Agency must conduct are contained in CEQA Guidelines, Section 15096.

The City, as Lead Agency, conducted an environmental review for the development of the business park on the Gould-Mesa site.  In its review, the City considered, among other issues, possible environmental impacts on water and air quality, plant and animal life, aesthetic value and land-use, and related impacts on the surrounding area.  The City found that the project qualifies as being categorically exempt from CEQA requirements, pursuant to CEQA Guidelines, Section 15332(b)(Class 32), because it is within city limits, on a project site of less than 5 acres, and substantially surrounded by urban use.  The site is zoned as C-3D (medium commercial).  On October 26, 2004, the City filed a Notice of Exemption for the project with the Los Angeles County Clerk. 
In this application, SCE requests that the Commission find that the proposed project is categorically exempt, pursuant to Section 15332(b) of the CEQA Guidelines.  Accordingly, we adopt the City’s findings and find that a reasonable and adequate review has been conducted for purposes of our approval and that the project is categorically exempt from CEQA.  SCE’s request to approve this project as categorically exempt from CEQA is granted.

Categorization of Proceeding

The Commission preliminarily categorized this proceeding as ratesetting and preliminarily determined that a hearing was not necessary.  Based on the record, we conclude that the proceeding is properly categorized and that a public hearing is not necessary.

Waiver of Comment Period

This is an uncontested matter where the decision grants the relief requested.  Accordingly, pursuant to Pub. Util. Code § 311(g)(2) and Rule 77.7 (f)(2) of the Commission’s Rules of Practice and Procedure, the 30-day period for public review and comment is being waived.

Assignment of Proceeding

Dian M. Grueneich is the Assigned Commissioner and Kenneth L. Koss is the assigned Administrative Law Judge in this proceeding.

Findings of Fact

1. By this application, SCE seeks authority under Pub. Util. Code § 851 to lease available land to Hawaii Properties, Inc., in the City of Rosemead, for the purpose of developing a business park. 
2. SCE owns the subject property and uses it for the purpose of electric transmission.
3. The President of HPI co-signed and supports this application.

4. The City supports this application.
5. SCE and HPI prepared an Option Agreement that details the terms and conditions of the proposed lease.

6. The lease term is for 45 years with options for two additional 10-year terms.  

7. As payment for the lease, HPI will make payments to SCE on the following schedule:  $50,000 for Year 1; $60,000 for Year 2; $80,000 for Year 3; $100,000 for Years 4 and 5; and $120,000 for Years 6-10.  

8. Further payment adjustments may be made after Year 10, but in no event will be greater than 20% annually.
9. Lease revenues will be split between shareholders and ratepayers as outlined in D.99-09-070, with shareholders receiving 70% and ratepayers 30% of the proceeds.  

10. HPI will pay all applicable property taxes and obtain and purchase all necessary permits, approvals and insurance coverage.  

11. The City is the Lead Agency for the project under CEQA.

12. The Commission is a Responsible Agency for the project under CEQA.

13. The City found this project to be within city limits, on a project site of less than 5 acres, and substantially surrounded by urban use, and therefore categorically exempt from CEQA, pursuant to CEQA Guidelines, Section 15332(b).

14. This is an uncontested matter as no protests or other comments were received opposing this application.

15. The proposed lease is in the public interest.

Conclusions of Law

1. The applicant has satisfied the requirements of Pub. Util. Code § 851.

2. The applicant has satisfied the requirements of the Rules.

3. An evidentiary hearing is not required.

4. We find that the City conducted adequate CEQA review for the purposes of our approval.

5. We adopt the City’s finding that this project is categorically exempt from the provisions of CEQA.

6. Our approval of the transaction is not adverse to the interest or rights of the public.

ORDER

IT IS ORDERED that:

1. The request of Southern California Edison (SCE) to lease available land to Hawaii Properties, Inc. (HPI), for the development of a business park in the City of Rosemead, is approved.

2. As payment for the lease, HPI shall make payments to SCE on the following schedule:  $50,000 for Year 1; $60,000 for Year 2; $80,000 for Year 3; $100,000 for Years 4 and 5; and $120,000 for Years 6-10.  

3. Further payment adjustments may be made after Year 10, but in no event will be greater than 20% annually.
4. Lease payment revenues shall be split as described in Decision 99-09-070, with 70% directed to shareholders, and 30% to ratepayers.  

5. The applicant and HPI shall comply with the terms and conditions of the lease agreement.

6. Within 30 days of issuing the grant, SCE shall file an advice letter with this Commission providing notice of the completed transfer.

7. SCE shall record the proceeds from the lease payments in its Other Operating Revenue Account.

8. The 30-day comment period is waived, as this is an uncontested matter.

9. This proceeding is closed.

This order is effective today.

Dated November 18, 2005, at San Francisco, California.
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