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RESOLUTION

Resolution G-3416.  Pacific Gas & Electric Company (PG&E). This Resolution approves PG&E’s Advice Letter 2912-G-A seeking approval under Public Utilities Code Section 851 to sell segments of operating gas gathering pipelines with associated appurtenances (the “facilities”), and the assignment of associated land rights (“Assignment”) to Rosetta Resources Gathering, LP (“Rosetta”).  This resolution has been prepared pursuant to a pilot program specified in Resolution ALJ-202 granting expedited treatment to utility proposals meeting certain requirements.
By Advice Letter 2912-G.  Filed on March 12, 2008 and amended by a supplemental filing on April 17, 2008 (Advice Letter 2912-G-A). 

__________________________________________________________

Summary

This Resolution approves PG&E’s Advice Letter (AL) 2912-G-A seeking approval under Public Utilities Code Section 851 to sell to Rosetta segments of operating gas gathering pipelines with associated appurtenances and the assignment of associated land rights.  Advice Letter 2912-G-A was processed pursuant to Resolution ALJ-202, providing for expedited action.  This Resolution is effective immediately.  
Background

Utilities proposing to sell, lease, dispose of, or otherwise encumber property necessary or useful to the performance of its duties to the public must comply with PU Code Section 851.  Ordinarily, such a proposal would entail a full Application to the Commission, including a review pursuant to CEQA or a demonstration that such a review is not necessary.  The Commission has initiated a pilot program per Resolution ALJ-202 that provides for an expedited process for certain transactions meeting criteria specified in the ALJ Resolution.  For proposals that meet the requirements, an Advice Letter may be filed demonstrating the applicability of the pilot program to the utility’s proposal and requesting an expedited review of the Advice Letter.  In order to approve projects under the pilot program, the Commission must pass a Resolution confirming that the proposal meets the requirements of Resolution ALJ-202.
On March 12, 2008, PG&E filed Advice Letter 2912-G requesting Commission approval under Public Utilities Code 851 to sell to  Rosetta Resources Operating, LP (“Buyer”),  segments of operating gas gathering pipelines with associated appurtenances, and the assignment of associated land rights.  On April 17, 2008 PG&E filed a supplemental filing substituting an affiliate , Rosetta Resources Gathering, LP, for Rosetta Resources Operating, LP, as the buyer. 
In D.89-12-016, the Commission strongly encouraged PG&E to sell gathering plant when it is offered net book value or more for the plant, consistent with the view that PG&E should phase out its gathering operations.  The Commission stated that its intent was to promote more efficient investments in plant and improve pricing signals among gas supplies from various sources. 

In 2007, PG&E initiated a bidding process for PG&E’s low pressure Rio Vista Gas Gathering Pipeline System which currently collects Rosetta’s gas production, with segments located in Sacramento County and Solano County, California (“Facilities”).  PG&E accepted Rosetta’s bid to purchase the Facility, and later agreed to substitute its affiliate, Rosetta Gathering, as Buyer under the same Agreement terms.   It is this proposed sale for which PG&E now seeks Commission approval.  
The operating gas gathering pipeline system PG&E proposes to sell varies from 1-inch to 20-inches in diameter, and the total length of all the segments is approximately 65 miles.  It currently receives Rosetta’s well production gas in the vicinity of the City of Rio Vista in Solano County and Brannan and Twitchell Islands in Sacramento County.

In general, the pipeline condition is poor due to its age and internal corrosion.  PG&E believes the gas gathering pipeline system has no operational value to PG&E for the delivery of service to its customers.  Therefore, pipeline replacement if not justified.   Further, retirement of the gas gathering pipeline system would be costly to PG&E due to requirements to clean liquids from the interior, removal of numerous pipeline segments from the private land and levees, and the slurry filling of water and road crossings.
PG&E’s land rights associated with the subject Facilities will be either assigned or apportioned and assigned to Rosetta Gathering.  

Federal, State and local permits and State Land Commission Leases are not assignable and are to be obtained by Rosetta Gathering, as necessary, for the continued use and operation and maintenance of the Facilities.

There are several easements (land rights) in which multiple pipelines are operated that are included in this sale.  There are cases where PG&E will continue to operate one or more pipelines located within the same easement (land right) area.  To accommodate these situations PG&E will use the “Apportion and Assign” form of land right assignment.  This form of assignment will enable both parties to use these areas independently for ancillary rights such as ingress and egress and joint use of shared vault space in Solano County located on Department of the Army property and in Sacramento County on private property. 

While for the most part PG&E will assign easements in their entirety to Rosetta Gathering, there are several instances where only one or two strips of a larger easement area will be assigned or just portion of an easement that is described along a particular bearing and distance will be assigned.  In these instances PG&E will utilize the form of land right assignment entitled “Assignment.” 

PG&E is not aware of any anticipated change in the use of the Facilities.  The Facilities currently are used to receive Rosetta’s gas well production and upon completion of the sale, Rosetta plans to operate the gas gathering pipeline and its associated appurtenances as a private pipeline.  However, Rosetta Gathering agrees that upon request, it will make any capacity in excess of its requirements available to third party producers of natural gas in the area served by the subject pipeline segment for the collection of natural gas well production.  PG&E customers will not be impacted by this transaction.  The sale of the Facilities is beneficial to PG&E’s customers because it alleviates the need for pipeline operations, maintenance and future replacement/retirement.

Rosetta Gathering was the sole bidder and PG&E has accepted its offer of $1,339,317.00 (One Million, Three Hundred  Thirty-Nine Thousand,  Three Hundred Seventeen Dollars) for the Facilities and the land right being assigned.  Of the fee of $1,339,317.00 Rosetta Gathering is paying PG&E for the facilities, $820,585.00 in transaction costs will be removed from the sales price for PG&E costs associated with but not limited to land rights activities, data room and records preparation, reconfiguration work to separate the system, and documentation transfers to the buyer for the transaction.  PG&E proposes to allocate the remaining financial proceeds of $518,732.00 one hundred percent to ratepayers as a credit though Accumulated Depreciated. 

The Present Fair Market Value for the Facilities was determined through a bidding process conducted using Protocols and Procedures for a Standard Auction Process.   The Original Cost of the pipeline is $11,721,601.00.  The pipeline is fully depreciated, and Present New Book Value (NBV) is                  -$1,318,627.00.  The NBV includes the original facility costs less accumulated depreciation and net salvage, resulting in the negative NBV.  The liability (including significant maintenance activities and possible replacement or retirement costs) of the pipeline will be transferred to Rosetta Gathering as a result of the sale.  Because of the significant maintenance and future replacement costs associated with the ownership of the Facilities, it will benefit PG&E and its customers to sell the Facilities and assign the associated land rights. 
Along with the sale of the Facilities, PG&E is also assigning several land rights associated with the property of Rosetta Gathering.  PG&E will not be collecting any fees associated with the assignment as they have little or no economic value to PG&E.

The proposed transaction will have no adverse effect on the public interest because it will not interfere with the operation of PG&E’s facilities, or with the provision of service to PG&E’s customers.  Rather, the proposed transaction will serve the public interest by eliminating significant operation and maintenance costs, as well as potential replacement or retirement costs associated with the ownership of the Facilities.
PG&E is currently soliciting bids for other actions of various sections of its operating gas gathering facilities.    PG&E gas gathering system is expansive and not consolidated.  Therefore, PG&E expects to conduct separate sales of multiple segments of its gas gathering facilities to various purchasers in the near future.

This transaction will not require CEQA review as defined by CEQA Guideline 15061(b)(3).    The ownership of the Facilities is being transferred from PG&E to Rosetta Gathering after the Facilities are separated (severed) from the PG&E pipeline system at several locations.  The property being exchanged will be used in the same manner as previously, and neither party seeks authority from the Commission for a change in the existing use.  This transaction does not have any potential to have a significant effect upon the environment and therefore does not require CEQA review.  The granting of easement associated with the facility does not meet the definition of a project (CEQA guideline 15378) and also does not require CEQA review as determined by CEQA Guideline 15061(b)(3). 
Notice 

Notices of AL 2912-G and AL 2912-G-A were made by publication in the Commission’s Daily Calendar.  

Protests

No protests or comments to PG&E Advice Letter 2912-G-A were filed.
Discussion

The Energy Division has reviewed PG&E’s Advice Letter 2912-G-A and finds that it satisfies the criteria for inclusion in the pilot program specified in Resolution ALJ-202.  Additionally, AL 2912-G-A satisfies the filing requirements specified in Appendix A Section IV. 1-13 of Resolution ALJ-202.  

The Energy Division finds that expedited treatment pursuant to Section II of Resolution ALJ-202 is appropriate for PG&E’s Advice Letter 2912-G-A and that no reason to deny the approval of Advice Letter 2912-G-A exists pursuant to Section VII. A. 3 of Resolution ALJ-202.  

Comments

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

1. On March 12, 2008 PG&E filed Advice Letter 2912-G requesting Commission approval under Public Utilities Code 851 to sell segments of operating gas gathering pipelines with associated appurtenances and the assignment of associated land right to Rosetta Resources Operating, LP (Rosetta). 

2. On April 17, 2008 PG&E filed a supplemental filing, AL 2912-G-A, substituting Rosetta Resources Gathering, LP (Rosetta), an affiliate company, for Rosetta Resources Operating, LP, as buyer.  This was the sole change in the advice letter.

3. The gas pipelines are located in the vicinity of the City of Rio Vista, Sacramento County, and Brannan and Twitchell Islands in Sacramento County. 

4. The gas pipelines are currently being used to receive Rosetta’s well production gas.

5. In 2007 PG&E initiated a bidding process for PG&E’s Rio Vista Gas Gathering Pipeline System (Rio Vista).

6. PG&E accepted Rosetta’s bid (the sole bid).

7. The transaction will not interfere with the operation of PG&E’s facilities nor with the provision of service to PG&E’s customers. 

8. The sale price of this transaction is $1,339,317.00 (One Million, Three Hundred Thirty Nine Thousand, Three Hundred Seventeen Dollars) of which $820,585.00 (Eight Hundred Twenty Thousand, Five Hundred Eight Five Dollars) will be removed from the sales price for PG&E’s costs. 
9. PG&E is proposing to allocate the remaining financial proceeds of $518,732.00 (Five Hundred Eighteen Thousand, Seven Hundred Thirty Two Dollars) one hundred percent to ratepayers as a credit through Accumulated Depreciation.

10.  The preparation of environmental documents is not required because this project is categorically exempt from the provisions of CEQA.  (Guidelines Sec. 15061(b)(3),  and Sec. 15378).
Therefore it is ordered that:

1. Pursuant to Public Utilities Code 851, the CPUC authorizes PG&E to sell to Rosetta Resources Gathering, LP segments of operating gas gathering pipelines with associated appurtenances and the assignment of associated land rights as requested by Advice Letter 2912-G-A. This Resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on June 12, 2008; the following Commissioners voting favorably thereon:
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