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[bookmark: _Hlk51752094]DECISION REGARDING PROPOSED SALE BY PACIFIC GAS AND ELECTRIC COMPANY OF CERTAIN SURPLUS REAL PROPERTIES 

Summary
This decision approves the application of Pacific Gas and Electric Company to sell certain surplus real properties, denies its request to sell the properties without disclosing the purchase and sale agreement and dismisses Pacific Gas and Electric Company’s request to dispose of its Mountain View and Front Street surplus properties without prejudice.
This proceeding is closed. 
Background
On June 30, 2020, Pacific Gas and Electric Company (PG&E) filed an application for approval by the California Public Utilities Commission (Commission or CPUC) to sell six properties pursuant to California Public Utilities Code Section 851 and to allocate the gain or loss on sale of each property 
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according to rules adopted in Decision 06-05-041 (Application).[footnoteRef:2]  The six properties are:  [2:  Unless otherwise specified, all subsequent “Sections” refer to the California Public Utilities Code.] 

· Portswood: a vacant lot and adjacent parcels consisting of 
8.38 acres in San Jose, between Portswood Drive and Hampswood Way.
· 1919 Webster: the site of PG&E’s former Customer Service Office and office building in Oakland.
· Mountain View: 21 acres of vacant land in Mountain View, east of Crittenden Lane and Charleston Road.
· Richmond Brickyard Cove: a former PG&E gasholder site consisting of six acres in Brickyard Cove, Richmond.
· Kern Acreage: the unused portion of the PG&E’s Kern power plant consisting of 52 acres in Bakersfield.
· Front Street: a former manufactured gas plant site consisting of eight acres on Front Street in Sacramento.
The Application included a purchase and sale agreement for Portswood, but stated PG&E had not selected a buyer for any of the remaining properties.
The Commission did not receive any protest or response to the Application, but granted a motion for party status by the Public Advocate’s Office of the Public Utilities Commission (Cal Advocates).
During the September 15, 2020 prehearing conference PG&E disclosed that, subsequent to filing the initial Application, it had selected a buyer for the  
1919 Webster property. 
The October 6, 2020 scoping memo established a schedule in which the Commission would address PG&E’s proposed sale and ratemaking treatment for Portswood and 1919 Webster prior to considering PG&E’s proposed sale and ratemaking treatment for the four remaining properties, none of which PG&E had a purchase and sale agreement or an identified buyer for.  
On February 11, 2021, the Commission adopted Decision (D.) 21-02-010, approving PG&E’s proposed sale and ratemaking treatment for the Portswood and 1919 Webster properties.
On April 15, 2021, the assigned Commissioner issued a ruling setting a final date for PG&E to submit purchase and sale agreements for the four remaining properties or the Commission would dismiss PG&E’s application with respect to these properties. 
On December 22, 2021, PG&E submitted a purchase and sale agreement for the Kern Acreage and Richmond Brickyard Cove properties; PG&E did not include a proposed purchase and sale agreement for the Mountain View or Front Street property. On January 14, 2022, PG&E filed supplemental information regarding its proposed ratemaking treatment for the sales of Kern Acreage and Richmond Brickyard Cove. On March 14, 2022, PG&E filed supplemental information regarding any further communication with tribes regarding its proposed sale of the remaining properties.
On May 24, 2022, the assigned Administrative Law Judge (ALJ) issued a ruling denying PG&E’s motion to file under seal the details of each purchase and sale agreement pertaining to the buyer’s identity and purchase amount, and directing PG&E to file a revised redacted version of each purchase and sale agreement.
This decision addresses PG&E’s proposed sale and ratemaking treatment of Kern Acreage and Richmond Brickyard Cove properties, and dismisses without prejudice the request to sell the Mountain View and Front Street properties.
[bookmark: _Toc8123718][bookmark: _Toc12866687]Jurisdiction
PG&E has operated as a public utility providing electric and gas services in California since 1905.  PG&E is an electric utility subject to the Commission’s jurisdiction.
Compliance with Section 851
Section 851 provides, in relevant part, that no public utility: 
shall sell, lease, assign, mortgage, or otherwise dispose of or encumber the whole or any part of its … line, plant, system, or other property necessary or useful in the performance of its duties to the public, or any franchise or permit or any right thereunder … without first having either secured an order from the commission authorizing it to do so for qualified transactions valued [at or] above five million dollars ($5,000,000)....
The Application states PG&E has designated Kern Acreage and Richmond Brickyard Cove as surplus properties, meaning they are no longer needed for their original use.  The Application describes a “Surplus Declaration Process,” which PG&E uses to determine whether to designate a property as surplus; this process indicates that any property designated as surplus is not necessary in the performance of PG&E’s duties to the public.  PG&E previously acquired each property to provide electric or gas service,[footnoteRef:3] thus each property was and remains useful in the performance of PG&E’s duties to the public.  [3:  Application of Pacific Gas and Electric Company for Commission Approval Under Public Utilities Code Section 851 to Sell Certain Surplus Real Property, Prepared Testimony, June 30, 2020 (Testimony), Chapter 4, at 4-6 and 4-8.] 

The value of each proposed transaction is greater than five million dollars, therefore the provisions of Section 851 apply to each transaction.[footnoteRef:4]  Thus our inquiry turns to an assessment of whether each transaction is in the public interest. A portion of the sale proceeds will accrue to ratepayers through a reduction in PG&E’s revenue requirements, which will reduce ratepayer burdens. This financial benefit favorably impacts our consideration of whether the proposed transactions are in the public interest.   [4:  Pacific Gas and Electric Company (U 39 M) Revised Redacted Version Of Its Purchase And Sale Agreements For Kern Acreage And Richmond Brickyard Cove; Public Version (Attachments 1 And 2 Contain Confidential Material), filed June 6, 2022, Attachment 1 at p. 1 and Attachment 2 at 1.] 

As part of our consideration of the public interest, we also consider the Commission’s Environmental and Social Justice Action Plan.  PG&E states neither the sale of Kern Acreage nor that of Richmond Brickyard Cove “should have either a positive or a negative impact on the Commission’s achievement of its Environmental and Social Justice Action Plan goals…because the properties are not within disadvantaged communities, as indicated by CalEnviroScreen 3.0.”[footnoteRef:5]   [5:  Pacific Gas and Electric Company (U 39 M) Response to ALJ Ruling, filed March 8, 2021, at 3.] 

Although neither property is within a disadvantaged community, as indicated by CalEnviroScreen 3.0, we make the following observations as they relate to environmental and social justice.
According to PG&E, Kern Acreage is zoned as medium industrial; PG&E describes the area of the property as “current and new residential, commercial and mixed-use developments, as well as retail uses located directly north and east of the property…There is a proposed mixed-use development south of the property and a new residential development to the west of the property. The property is well-suited for commercial development.”[footnoteRef:6] Richmond Brickyard Cove is zoned as multi-family residential.[footnoteRef:7] For both proposed sales, the purchase and sale agreement states “Buyer is an experienced real property operator and investor.”[footnoteRef:8] [6:  Testimony, Chapter 4, Attachment D3, Letter from PG&E Land and Environmental Management to PG&E Gas Directors regarding asset owner surplus property review for Richmond Brickyard Cove, at 4-AtchC2-2; see Attachment D3]  [7:  Testimony, Chapter 4, Attachment C2, Letter from PG&E Land and Environmental Management to PG&E Gas Directors regarding asset owner surplus property review for Richmond Brickyard Cove, at 4-AtchC2-2; see also Attachment C3.]  [8:  Pacific Gas and Electric Company (U 39 M) Filing of Additional Purchase and Sale Agreements – Public Version (Attachments 1 and 2 Contain Confidential Material), filed December 22, 2021, Attachment 2 at 14 and Attachment 1 at 14.] 

The city of Richmond has a history of racial and economic segregation; during World War II, the Richmond Shipyards provided a major employment opportunity to many African Americans, but whereas public housing for white defense workers was farther inland and closer to white residential areas, public housing for Black workers was located along railroad tracks and close to the shipbuilding area; this geographic separation was reinforced by explicit segregationist policies affecting essentially every aspect of civic life.[footnoteRef:9] After World War II, the Richmond Shipyards closed, followed by the Ford Motor Company Assembly Plant in 1956, increasing racial disparities in employment opportunity, which combined with continued discrimination in housing policies and practices to reinforce racial segregation. Like Richmond, the city of Bakersfield, where Kern Acreage is located, has a history of racial and economic segregation, marked geographically by a predominantly white and more affluent population in the northern and western parts of the city, and Black Americans historically concentrated in the areas known as Cottonwood, Mayfield and Sunset.[footnoteRef:10]  [9:  Rothstein, Richard. “A History of Exclusion,” excerpt from The Color of Law. Published in Oakland Magazine, https://www.oaklandmagazine.com/a-history-of-exclusion/, accessed April 20, 2022.]  [10:  Eissinger, Michael. “Kern County: California’s Deep South,” http://meissinger.com/uploads/3/4/9/1/34919185/kern_county_californias_deep_south.pdf, accessed January 4, 2022.] 

Both Point Richmond and the area in which Kern Acreage is located are predominantly white with a higher median income than that of their respective cities.[footnoteRef:11] [11:  Belonging and Community Health in Richmond, An Analysis of Changing Demographics and Housing, Research Brief by Eli Moore, Samir Gambhir and Phuong Tseng for the Haas Institute for a Fair and Inclusive Society. https://belonging.berkeley.edu/sites/default/files/HaasInstituteReport_Belonging%20%26%20Community%20Health%20in%20Richmond.pdf accessed December 29, 2021, at 23; and 2019 American Community Survey, Series S1901 Income in the past 12 months (in 2019 
inflation-adjusted dollars) for Kern County Census Tract 38.12 and Bakersfield city.] 

This decision takes official notice of the above observations and their cited sources of information.[footnoteRef:12] [12:  Administrative Law Judge’s Ruling Providing Notice and Opportunity on Taking Official Notice, issued June 28, 2022. No party filed a pleading on the propriety of taking official notice or the tenor of the matter to be noticed in response to this ruling.] 

Notwithstanding the above observations, we have reviewed the proposed purchase and sale agreements and, based on our review, we do not find that the proposed sale of Kern Acreage or Richmond Brickyard Cove will directly have either a positive or a negative impact on the Commission’s achievement of our Environmental and Social Justice Action Plan goals.
We further consider compliance with the Tribal Land Transfer Policy, which directs investor-owned utilities to (1) notify the appropriate local Native American tribes of any proposed dispositions of utility-owned real property that are subject to Section 851 and (2) to allow 90 days for the tribes to respond as to their interest in purchasing the subject real property.  For both properties, PG&E states it sent a letter to tribes identified by the Native American Heritage Commission as having an interest in the property of PG&E’s planned disposition of the property and their right of first refusal under the Tribal Land Transfer Policy. PG&E’s supplemental filing, dated November 10, 2020, indicates it received no response or other indication of interest in the Kern Acreage property from a tribe within 90 days of having provided notice.[footnoteRef:13] For Richmond Brickyard Cove, PG&E received a letter of interest from a tribe, but did not receive an offer to purchase from any tribe.[footnoteRef:14]  We find that PG&E complied with the Commission’s Tribal Land Transfer Policy with respect to its proposed sale of Kern Acreage and Richmond Brickyard Cove. [13:  Pacific Gas and Electric Company (U 39 M) Filing of Supplemental Information, filed 
November 20, 2020 (PG&E November 20, 2020 Supplemental Filing), at 1-45 (indicating no response to PG&E’s notices of proposed real property disposition; and Pacific Gas and Electric Company (U 39 M) Filing of Supplemental Information, Public Version (Attachment 1 contains confidential material), filed March 14, 2022 (PG&E March 14, 2022 Supplemental Filing), at 2 (indicating no further communication regarding PG&E’s proposed disposition of the Kern Acreage property).]  [14:  PG&E November 20, 2020 Supplemental Filing, at 273-274 (indicating a letter of interest from a tribe); and PG&E March 14, 2022 Supplemental Filing, at 2 and Attachment 1 (indicating PG&E did not receive an offer from a tribe to purchase Richmond Brickyard Cove).] 

Although we do not reach a finding about the impacts of either sales transaction to Commission achievement of the Environmental and Social Justice Action Plan goals, the benefits to ratepayers of PG&E’s disposing of each property leads us to conclude that the proposed sales of the Kern Acreage and Richmond Brickyard Cove properties are in the public interest.
With respect to the Mountain View and Front Street properties, and consistent with the assigned Commissioner’s April 15, 2021 ruling, this decision does not find it reasonable to approve PG&E’s proposed disposition of the Mountain View or Front Street properties, without information about the buyer’s identity or other pertinent details.
Compliance with the California Environmental Quality Act
For both the Kern Acreage and Richmond Brickyard Cove properties, the Application states PG&E does not expect the sale of either property to be a project under the California Environmental Quality Act (CEQA) that requires the Commission to act as lead agency. The Application further states if a buyer of one of the properties has defined plans to develop the property that are considered a project under CEQA or has submitted an application to the city or county planning department related to its development plans, the city or county will act as lead agency under CEQA.
We confirm that the Commission will not serve as the lead agency, for purposes of environmental review under CEQA, for either the Kern Acreage or the Richmond Brickyard Cove properties. 
Ratemaking treatment of proposed sales
The Commission’s policy on gain on sale of utility assets allows utilities to seek allocation of an after-tax loss of $50 million or less pursuant to the percentage allocation rule, wherein 100 percent of depreciable assets are allocated to customers, 67 percent of non-depreciable assets are allocated to customers, and 33 percent of non-depreciable assets are allocated to shareholders.[footnoteRef:15] [15:  D.06-05-041, as modified by D.06-12-043.] 

For all of the proposed sales, PG&E proposes that the allocation of gain or loss on sale be recovered in accordance with Decision (D.) 06-05-041, as modified by D.06-12-043 (referred to as the percentage allocation rule). Specifically: for depreciable assets, PG&E would allocate 100 percent of the gain or loss to ratepayers; for non-depreciable assets, PG&E would first calculate gains or losses based on the percentage of time the property was out of rate base and allocate that amount to shareholders, and then allocate 67 percent of the remaining gain or loss (for the period of time the property was in rate base) to ratepayers and 
33 percent to shareholders. 
PG&E’s proposed ratemaking treatment for each sale specifies that PG&E will reduce rate base by the amount of historical cost less depreciated value at the time of sale, net of sale proceeds, and the net sales proceeds will be distributed in accordance with the Commission’s percentage allocation rule and Federal Energy Regulatory Commission (FERC) requirements for 
FERC-jurisdictional assets.  For common properties that are used in both CPUC and FERC jurisdictions, PG&E will allocate the gain or loss on sale between CPUC- and FERC-jurisdictional customers based on PG&E’s labor factors.  PG&E will record a gain on sale as a credit to its gain of property disposition.  For CPUC jurisdictional asset sales, PG&E will return the ratepayer gain on sale to customers on a pro-rata basis to electric and/or gas balancing accounts through the Distribution Revenue Adjustment Mechanism and/or Portfolio Allocation Balancing Account for electric distribution related assets, and the Core Fixed Cost Account or Noncore Customer Class Charge Account for gas assets.[footnoteRef:16]  For Kern Acreage, PG&E will credit ratepayers’ share of the gain on sale to the Portfolio Allocation Balancing Account.  For Richmond Brickyard Cove, PG&E will credit ratepayers’ share of the gain on sale to the Core Fixed Cost Account and the Noncore Customer Class Charge.[footnoteRef:17] [16:  Application of Pacific Gas and Electric Company for Commission Approval Under Public Utilities Code Section 851 to Sell Certain Surplus Real Property, Prepared Testimony (Public Version), 
Chapter 5.]  [17:  Pacific Gas and Electric Company (U 39M) Filing of Updated Information – Public Version (Attachments 1 and 2 Contain Confidential Material), filed January 14, 2022, Attachments 1 and 2.] 

PG&E proposes to true-up the final financial information as of the closing date of the transactions to calculate the final gain on sale, and to provide that final information in a Tier 1 advice letter within 60 days after the close of each transaction.
We approve PG&E's proposed ratemaking treatment for the sale of Kern Acreage and Richmond Brickyard Cove, as it is consistent with the Commission’s percentage allocation rule.
[bookmark: _Toc8123724][bookmark: _Toc12866694]Motion for leave to file information under seal
On June 6, 2022, PG&E filed a motion for leave to file under seal the information contained in the revised redacted versions of its purchase and sale agreements for Kern Acreage and Richmond Brickyard Cove (Attachments 1 and 2).  PG&E asserts certain information contained in the purchase and sale agreements are personal information that identifies or describes an individual. No party opposes the June 6, 2022 motion. We will grant the motion for a period of three years; PG&E may file a motion requesting to extend this period for good cause shown.
[bookmark: _Toc8123723][bookmark: _Toc12866693]Comments on Proposed Decision
The proposed decision of ALJ Valerie U. Kao in this matter was mailed to the parties in accordance with Section 311 of the Public Utilities Code and comments were allowed under Rule 14.3 of the Commission’s Rules of Practice and Procedure.  The Commission received no comments to the proposed decision. This decision does not reflect any substantive changes to the proposed decision.
Assignment of Proceeding
Darcie L. Houck is the assigned Commissioner and Valerie U. Kao is the assigned ALJ in this proceeding.
[bookmark: _Toc8123725][bookmark: _Toc12866695]Findings of Fact
PG&E designated the Kern Acreage and Richmond Brickyard Cove properties as surplus properties; therefore they are not necessary in the performance of PG&E’s duties to the public.
The Kern Acreage and Richmond Brickyard Cove properties were and are useful in the performance of PG&E’s duties to the public.
PG&E secured purchase and sale agreements for both the Kern Acreage and the Richmond Brickyard Cove properties.
The value of each proposed transaction is greater than five million dollars.
The proposed sale of Kern Acreage and Richmond Brickyard Cove will benefit ratepayers in the form of reduced revenue requirements.
Both the Point Richmond and Kern Acreage properties are located in areas with a predominantly white population and a higher median income than that of their respective cities.
PG&E complied with the Commission’s Tribal Land Transfer Policy with respect to its proposed sale of Kern Acreage and Richmond Brickyard Cove.
The Commission will not serve as the lead agency for purposes of environmental review under CEQA for either the Kern Acreage or the Richmond Brickyard Cove properties.
PG&E’s proposed ratemaking treatment for each sale is consistent with the Commission’s percentage allocation rule.
PG&E’s June 6, 2022 motion to file under seal seeks confidential treatment of information that PG&E asserts identifies or describes an individual. No party opposes the June 6, 2022 motion.
PG&E did not submit a purchase and sale agreement for the Mountain View or Front Street properties by the final date set by the assigned Commissioner’s April 15, 2021 ruling.
[bookmark: _Toc8123726][bookmark: _Toc12866696]Conclusions of Law
PG&E’s proposed sale of the Kern Acreage and Richmond Brickyard Cove properties is in the public interest because neither property is needed in the performance of PG&E’s duties to the public, and each sale will benefit ratepayers in the form of lowered revenue requirements.
The Commission should approve PG&E’s proposed sale of the Kern Acreage and Richmond Brickyard Cove properties because the sale of each property will provide a financial benefit to ratepayers.
PG&E’s motion to file under seal information contained in its June 6, 2022 supplemental filing should be granted.
It is not reasonable to approve PG&E’s proposed disposition of the Mountain View or Front Street properties, without information about the buyer’s identity or other pertinent details.
[bookmark: _Toc12866697]ORDER
IT IS ORDERED that:
Pursuant to Public Utilities Code Section 851, Pacific Gas and Electric Company is authorized to enter into the purchase and sale agreement for the Kern Acreage and Richmond Brickyard Cove properties, attached as Attachments 1 and 2 to its June 6, 2022 pleading.
Pacific Gas and Electric Company shall follow the ratemaking treatment for the sale of the Kern Acreage and Richmond Brickyard Cove properties as detailed in Attachments 1 and 2 to its January 14, 2022 supplemental filing.
Within 60 days after the closing date of each purchase and sale agreement, Pacific Gas and Electric Company shall submit the closing financial information to the California Public Utilities Commission’s Energy Division as a Tier 1 advice letter.  The financial information shall consist of the final calculation of the gain or loss on sale and tax information related to each transaction.
Pacific Gas and Electric Company’s request to treat as confidential information contained in its June 6, 2022 pleading is granted for a period of three years from the date of this order.  During this three-year period, this information shall not be publicly disclosed except on further Commission order or Administrative Law Judge ruling.  If Pacific Gas and Electric Company believes it is necessary for this information to remain under seal for longer than three years, it may file a new motion showing good cause for extending this order by no later than 30 days before the expiration of this order.
Pacific Gas and Electric Company’s request to dispose of its Mountain View and Front Street surplus properties is dismissed without prejudice.
Application 20-06-013 is closed.
This order is effective today.
Dated August 25, 2022, at San Francisco, California.
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