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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

Application of San Diego Gas & Electric Company 
(U902E) and Caruso Acquisition Co. II, LLC for an 
Order Authorizing the Sale of Property Pursuant to 
Public Utilities Code § 851.

A. 13-02-_____ 

APPLICATION OF SAN DIEGO GAS & ELECTRIC COMPANY 
AND CARUSO ACQUISITION CO. II, LLC FOR AN ORDER 
AUTHORIZING THE SALE OF PROPERTY PURSUANT TO 

PUBLIC UTILITIES CODE § 851 

I.
INTRODUCTION

Pursuant to Public Utilities Code § 851 and Articles 2 and 3 of the Rules of Practice and 

Procedure before the Public Utilities Commission of California (the “Commission”), San Diego 

Gas & Electric Company (“SDG&E”) and Caruso Acquisition Co. II, LLC (“Caruso”) 

respectfully request authorization for SDG&E to sell approximately 48.78 gross acres of land1

(the “Sale Parcel”), along with related intangible personal property (together, the “Property”), 

and subject to the buyer’s exercise of option rights to purchase up to approximately 159.79 gross 

acres of adjacent land along with related intangible personal property (together, the “Option 

Parcel”), located in Carlsbad (the “City”), San Diego County, California, on the terms and 

conditions specified in the Purchase and Sale Agreement dated as of July 31, 2012, between 

SDG&E and Caruso.  A true and correct copy of the Purchase and Sale Agreement is attached as 

1 References in this Application to “gross acres” refer to the property boundary of each described parcel that extends 
to and includes all or a portion of Cannon Road, a public street in the City of Carlsbad the land rights for which are 
evidenced by one or more easements in favor of the City.  SDG&E will deed the gross acreage to the Buyer. 
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Exhibit A.  Terms and conditions of the agreement provide that SDG&E shall reserve and 

maintain all easements required for present and future use of its electric transmission and 

distribution and gas facilities.  It is estimated that the reserved utility electric easements will 

consist of approximately 12.27 acres of the 48.78 acre Sale Parcel; the electric transmission 

portion of the easement area is 12.02 acres.  The properties are more particularly described 

below.

II.
BACKGROUND

In the early 1950’s SDG&E purchased approximately 670 acres of land in the City of 

Carlsbad, California.  The Encina Power Plant was constructed on the most westerly portion of 

that land and began operations in November 1954.  To facilitate operation of the power plant, 

SDG&E rehabilitated certain lagoon waters known as the Agua Hedionda Lagoon.  The Lagoon 

consists of three portions – that most westerly called the Outer Lagoon, the middle section 

primarily beneath the existing rail corridor and freeway called the Middle Lagoon, and the 

remaining portion of the body of water adjacent to the northern boundary of the properties 

subject of this application called the Inner Lagoon.  In the late 1960’s Interstate 5 was 

constructed and effectively divided the SDG&E property ownership to those portions east and 

west of the freeway.  On May 20, 1999, SDG&E sold the power plant to Cabrillo Power I (see, 

Decisions 98-10-055 dated October 22, 1998 and 99-02-073 dated February 18, 1999).

Subsequently, SDG&E received approvals from the City of Carlsbad and California Coastal 

Commission to remap the entirety of the approximately 670 acres into eleven distinct parcels. 

The purpose of the mapping was to (1) create separate parcels of land that were sold to Cabrillo 

Power I for operation of the power plant including all lagoon waters, (2) address the separation 

of the property by construction of the freeway, (3) recognize the separation of the land from the 
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bodies of water, and (4) recognize the remaining SDG&E owned land east of the freeway that, 

except for operation of the overhead electric and underground gas lines, was not connected to the 

power plant or substation operations remaining west of the freeway.  The mapping process was 

finalized by recording eleven Certificates of Compliance with the San Diego County Recorder 

on October 11, 2001, and thereafter recording a Record of Survey with the San Diego County 

Recorder on April 12, 2002, in the Book of Record of Survey Maps at Page 17350.  It should 

further be noted that in the mid-1990’s, the City of Carlsbad caused Cannon Road to be extended 

easterly, resulting in another division of SDG&E owned land, being either north or south of 

Cannon Road.  The lands discussed in this Application are located north of Cannon Road. 

The Sale Parcel is bordered, generally, by the San Diego Freeway (I-5) to the west, 

Cannon Road to the south, the Agua Hedionda Lagoon to the north, and the Option Parcel to the 

east.  The Option Parcel is bordered, generally, by the Sale Parcel to the west, Cannon Road and 

other SDG&E owned land not a part of this transaction to the south, the Agua Hedionda Lagoon 

to the north, and other largely-undeveloped land to the east.  The intangible personal property 

associated with the land includes any assignable governmental entitlements, permits, approvals, 

and licenses related to the land.

An underground gas pipeline and overhead electric transmission and distribution lines 

owned by SDG&E traverse both parcels and, except for access required for the operation and 

maintenance of the utility facilities, the parcels are not otherwise used by SDG&E, and SDG&E 

has no planned use for them.  In addition, the Sale Parcel is subject to various water utility and 

roadway easements, as well as a deed restriction imposed by the California Coastal Commission 

on the most northerly portions of both parcels to the lagoon shoreline disallowing any 

development as defined in Section 30106 of the Coastal Act, however maintenance of overhead 
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and underground utility facilities is permitted.  Portions of the Sale Parcel and the Option Parcel 

are also currently used in agricultural operations by a third-party licensee.  Portions of both 

parcels immediately adjacent to the Agua Hedionda Lagoon are leased to the City for public 

access purposes from the adjacent waters, and a portion of the Option Parcel is also leased to the 

City for public park purposes although the City has never improved the parkland leasehold for 

said purposes and it remains vacant. 

Caruso Acquisition Co. II, LLC is an affiliate of Caruso Affiliated.  Caruso Affiliated is a 

respected developer of unique, high-end retail, entertainment, residential, and hospitality 

properties.  Its properties include: The Grove, in Los Angeles; the Americana at Brand, the 

Residences, and the Excelsior, all co-located in Glendale; the Commons at Calabasas; the 

Promenade at Westlake; the Village at Moorpark, in Thousand Oaks; Encino Marketplace; the 

Lakes at Thousand Oaks; Waterside at Marina Del Rey; and Burton Place in Los Angeles.  

Caruso Affiliated is currently developing three additional properties: 8500 Burton Way in Los 

Angeles, which is a residential development; the Linq in Las Vegas (a retail and entertainment 

center scheduled to open in 2013); and the new Miramar Beach Hotel and Bungalows in 

Montecito.  Caruso is acquiring the Sale Parcel with the intention to develop one or more similar 

types of commercial developments and, potentially, to purchase the Option Parcel.

It should be noted that by vote of the citizens of the City in November 2006, land use 

restrictions on the Option Parcel and other properties in the City not owned by SDG&E were 

approved, and implementing City ordinances adopted since that time have codified those land 

use restrictions thereby allowing only certain open space uses agricultural uses, provided, 

however, all utility uses subject to the jurisdiction of the California Public Utilities Commission 

are excluded from the use restrictions in the City ordinance.  A specific plan, including the 
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specific locations of any developments, however, has not yet been established as Caruso intends 

to complete a comprehensive community outreach process to garner community input before 

doing so. 

The transactions contemplated by the Purchase and Sale Agreement include the outright 

sale of the Sale Parcel, and the potential sale of all or a portion of the Option Parcel if Caruso 

exercises the purchase option granted under the agreement for acreage within that parcel.  

SDG&E will retain suitable easements over and under the land for utility purposes, which will 

enable it to continue to operate and maintain the utility facilities within those easements. 

[BEGIN CONFIDENTIAL--  

 

 

 

 

 

 

 

.--END CONFIDENTIAL]

III. 
COMPLIANCE WITH THE COMMISSION’S 
RULES OF PRACTICE AND PROCEDURE 

SDG&E and Caruso provide the following information in compliance with the 

Commission’s Rules of Practice and Procedure: 

2 [BEGIN CONFIDENTIAL--  
 

--END CONFIDENTIAL]
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A. Information Regarding the Parties to the Transaction. Rules 2.1(a) and 3.6(a) 

1. The Seller: The exact legal name of the seller is San Diego Gas & Electric 

Company.  SDG&E is a corporation organized and existing under the laws of the State of 

California.  The location of SDG&E’s principal place of business is 8306 Century Park Court, 

San Diego, CA 92123.  SDG&E is an investor-owned utility engaged in the purchase, sale, and 

transmission of gas and electricity in San Diego County, and of electricity in small portion of 

Orange County, California.  For over 100 years, SDG&E has generated, transmitted, and 

distributed safe and reliable energy to individual, businesses, and institutions. 

2. The Buyer: The exact legal name of the buyer is Caruso Acquisition Co. 

II, LLC.  Caruso is a privately-owned, limited liability company organized and existing under the 

laws of the State of California.  The location of Caruso’s principal place of business in California 

is 101 The Grove Drive, Los Angeles, CA 90036.  Caruso is an affiliate of Caruso Affiliated and 

was formed for the purpose of acquiring and developing the land that is the subject of this 

application.

B. Contact for Communications. Rule 2.1(b) 

Correspondence and other communications regarding this application should be directed 

to:

ALLEN K. TRIAL 
Attorney for: 
San Diego Gas & Electric Company 
101 Ash Street, HQ12B 
San Diego, California 92112 
Tel: (619) 699-5162 
Fax: (619) 699-5027 
ATrial@semprautilities.com

with copies to: 
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REBECCA W.GILES  
Regulatory Case Manager 
San Diego Gas & Electric Company 
8330 Century Park Court, CP32D 
San Diego, CA  92123 
Tel: (858) 636-6876 
Fax: (858) 654-1788 
RGiles@semprautilities.com 

and directed to: 

BRYCE ROSS 
Caruso Acquisition Co. II, LLC 
101 The Grove Drive 
Los Angeles, California 90036 
Telephone:  (323) 900-8198 
Facsimile:  (323) 900-8101 
E-mail:bross@carusoaffiliated.com

with copies to: 

JOEL MOSKOWITZ 
General Counsel 
Caruso Affiliated 
101 The Grove Drive 
Los Angeles, California 90036 
Telephone:  (323) 900-8100 
Facsimile:  (323) 900-8101 
E-mail: jmoskowitz@caurusoaffiliated.com

BEN W. HOWELL 
Assistant General Counsel 
Caruso Affiliated 
101 The Grove Drive 
Los Angeles, California 90036 
Telephone:  (323) 900-8193 
Facsimile:  (323) 900-8101 
E-mail: bhowell@carusoaffiliated.com

JEFFREY E. DONFELD, Esq. 
Donfeld & Rollman 
11355 W. Olympic Boulevard, Suite 200 
Los Angeles, California 90064 
Telephone: (310) 312-8080 
Facsimile: (310) 312-8014 
E-mail jdonfeld@dkrlaw.com
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and

GOODIN, MACBRIDE, SQUERI, 
DAY & LAMPREY, LLP 
Michael B. Day 
John L. Clark 
Megan Somogyi 
505 Sansome Street, Suite 900 
San Francisco, California  94111 
Telephone: (415) 392-7900 
Facsimile: (415) 398-4321 
E-Mail: mday@goodinmacbride.com

jclark@goodinmacbride.com
msomogyi@goodinmacbride.com

C. Articles of Incorporation and Financial Statement. Rules 2.2 and 2.3. 

A copy of SDG&E's Restated Articles of Incorporation as last amended, presently in 

effect and certified by the California Secretary of State, was filed with the Commission on 

August 31, 2009 in connection with SDG&E's Application No. 09-08-019, and is incorporated 

herein by reference.  A copy of Caruso’s Articles of Organization and a current certificate o 

status (good standing certificate) is attached to this application as Exhibit D. 

 SDG&E’s financial statement, balance sheet and income statement for the six-month 

period ending September 30, 2012 are included with this Application as Exhibit B. 

D. CEQA Compliance. Rule 2.4. 

The CPUC views a transfer of land for which approval under Public Utilities Code § 851 

is required as potentially being a “project” subject to review under the California Environment 

Quality Act (“CEQA”), Public Resources Code §§ 210000 et seq., depending on the nature of 

any plans for subsequent development or other uses of the land that would result in 

environmental impacts. (See, e.g., Decision 06-05-026.).  Although CEQA generally requires 

environmental review whenever a public agency proposes to approve or to carry out a project 

that may have a significant effect on the environment, “[a]n activity that is not a ‘project’ as 
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defined in the Public Resources Code (see § 21065) and the CEQA Guidelines (see § 15378) is 

not subject to CEQA. (CEQA Guidelines § 15060, subd. (c)(3).” (Muzzy Ranch Co. v. Solano 

County Airport Land Use Comm’n, (2007) 41 Cal.4th 372, 380.)

In this instance, the proposed transfer clearly portends the possibility of future 

environmental impacts.  However, the proposed transfer is not a “project” and CEQA review in 

connection with the instant application would be premature.  Review must take place “as early as 

feasible in the planning process to enable environmental consideration to influence program and 

design,” but it also must be “late enough to provide meaningful information for environmental 

assessment.” (14 CCR § 15004 (b).)  Caruso simply does not have development plans at this time 

to enable meaningful review.  And, because CEQA review will be undertaken by local agencies 

“when there is a more developed proposal,” deferral of such review is clearly compatible with 

the Commission’s obligations under CEQA. (See, e.g., Decision 01-01-039.)

Indeed, as explained by the Court of Appeals in Friends of the Sierra Railroad v 

Tuolumne Park and Recreation District (2007) 147 Cal.App.4th 643; rev. denied, Friends of the 

Sierra R.R. v. Tuolumne Park & Rec. Dist. (2007) Cal. LEXIS 4694, the absence of definitive 

development plans on Caruso’s part precludes this application from being deemed a “project” for 

which review under CEQA is required. 

In that case, the Court addressed a local agency’s failure to undertake CEQA review in 

connection with the transfer to an Indian tribe of historically-significant right-of-way that was 

expected to facilitate the Tribe’s ability to build a hotel, commercial development, and homes on 

underlying property owned by the Tribe.  While noting that “there is every reason to believe the 

Tribe acquired the right-of-way to further its plans for developing [its land], the Court held that 

the transfer did not amount to a “project” under CEQA because “no particular development plans 
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had been announced.” (147 Cal.App.4th at 651.)  The Court explained that “some plan with an 

identifiable impact on the right-of-way would have to be on the table before the CEQA review 

process could be meaningfully carried out.” (Id., emphasis in original.) Notably, the Court 

observed that “There is no reason why CEQA review cannot be triggered by a transfer of 

ownership away from a public agency if development plans are presented at the same time, but 

that is not what happened here.” (Id.)

Moreover, the Court rejected the notion that an agency has some sort of duty to ferret out 

a transferee’s plans in order to accelerate the CEQA review: 

“FSR’s brief argues that TPRD should have compelled the Tribe to 
present development plans before deciding to transfer the property and 
suggests that this compulsion could be part of a CEQA remedy in this 
case: TPRD ‘should, and easily could, have required the Tribe to publicly 
disclose its future development plans for the West Side Property prior to 
the District’s final consideration of the land exchange.  The District failed 
to carry out that duty.’  We know of no authority for this kind of remedy 
and FSR has cited none.  TPRD had as much power to extract conditions 
of this kind from its buyer as any other seller in a real estate transaction 
has, but it did not have a duty to extract them.  We do not think CEQA 
compels public agencies, or empowers petitioners, to force property 
owners to create or disclose development plans for the purpose of 
accelerating environmental review.  At least it does not do that under the 
circumstances presented here.” (147 Cal.App.4th at 659 - 660.)

The circumstances addressed by the Court in Friends of the Sierra Railroad are very 

similar to those here, both in terms of the potential magnitude of the likely development and the 

absence of definitive plans.  Thus, it is fully appropriate that the Court’s holding in that case 

informs the Commission’s procedure in this proceeding. 

While the Commission, in 2001, adopted a process of delaying § 851 approval in cases 

such as this until environmental review by the lead local agency has been completed, thus 

allowing the Commission to carry out its obligations as a “responsible agency” (see, Decision 

01-11-071), that process is not consistent with the Court’s holding in Friends of the Sierra 
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Railroad with respect to what constitutes a project to which the Commission’s review 

obligations attach.  Further, requiring environmental review to be undertaken prior to approving 

the transfer under § 851 could have potentially substantial and harsh impacts on Caruso because 

Caruso would be obligated to bear the risk and cost of obtaining the necessary development 

entitlements, including the cost of CEQA review, before it has an absolute right to purchase the 

property.

Therefore, SDG&E and Caruso submit that review of this application under CEQA is not 

required by law or the public interest. 

E. Description of the Property Involved in the Transaction, Including Book 
Cost and Original Cost. Rule 3.6(b). 

1. Description. 

The property subject to the transaction includes two parcels, the Sale Parcel, which is 

approximately 48.78 gross acres of land, and the Option Parcel, which is approximately 159.79 

gross acres of land north of Cannon Road.  Both parcels are located in the City of Carlsbad and 

are largely undeveloped.  An underground gas pipeline and an overhead electric transmission and 

distribution lines owned by SDG&E traverse both parcels.  In addition, the Sale Parcel is subject 

to various water utility and roadway easements.  Portions of both parcels  are also currently used 

in agricultural operations by a third-party licensee, and portions of both parcels immediately 

adjacent to Agua Hedionda Lagoon are leased to the City for public access purposes.  A portion 

of the Option Parcel is also leased to the City for public park purposes.  As noted previously 

portions of the property are also subject to a deed restriction in favor of the California Coastal 

Commission that prohibits development but does permit maintenance of overhead and 

underground utility facilities. 
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For accounting purposes, SDG&E tracks land assets by State Board of Equalization 

(“SBE”) parcel number and internal asset numbers.  Concerning the lands subject of this 

application, the numbering system and acres shown as SBE parcels and/or SDG&E asset 

numbers are not consistent with the parcel identification numbering and acres associated with the 

San Diego County Assessor Maps or the legal descriptions that are described in the Agreement 

of Purchase and Sale and accordingly would conflict.  For purposes of this Application, the lands 

are described solely with reference to the assigned SBE or internal SDG&E asset numbers.

In this case, the Sale Parcel (48.78 acres) is a portion of State Board of Equalization 

(SBE) Parcel Map 141-37-73J, Parcel 7 which is shown in SDG&E’s accounting records as a 

total of 195.20 acres.  The Option Parcel (as described herein being the land north of Cannon 

Road) is approximately 159.79 gross acres being approximately 115.24 gross acres of a portion 

of SBE Parcel 141-37-73J, Parcel 7 together with approximately 44.55 gross acres of a portion of 

SBE Parcel Map 141-37-73J, Parcel 8.  Specific land within each SBE Parcel is identified in 

SDG&E’s records by reference to various asset numbers.3

2. Book Value of the Property (the Sale Parcel).

As indicated above, the Sale Parcel is land identified in SDG&E’s records as a portion of 

SBE Parcel 141-37-73J, Parcel 7. The purchase dates and total original costs (the same as the 

current book value) of the specific land assets of this parcel can be derived directly from 

SDG&E’s records.  However, because only portions of these assets will be the subject of the sale 

(as those assets have been re-categorized over time), it is not possible to determine the precise 

original cost of the Sale Parcel.  Instead, SDG&E determined the portion of the original cost that 

3 The Sale Parcel includes acreage identified by Asset Nos. 2026073, 2026074, 2119502, 2119505, 2119506, and 
2119509.  Land in the Option Parcel includes acreage identified by Asset Nos. 2026073, 2026074, 2026075, 
2119502, 2119505, 2119506, 2119507, and 2119509. 
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should be attributed to the subject assets using the following methodology that takes into account 

(1) the portion of the Sale Property attributed to electric transmission use, (2) the portion of the 

Sale Property assigned to Non-utility Land, (3) the January 1, 1998 effective date of FERC 

jurisdiction over electric transmission property, and (4) deleting portions of the described SBE 

parcel 141-37-73K, Parcel 7 located south of Cannon Road and not a part of this Application or 

the calculations described herein:

First, it was determined that 92.55 acres of SBE Parcel 141-37-73K, Parcel 7 is held as 

Electric Transmission Property.  The ratio to that number of the 12.02 acres proposed to be sold 

within the Sale Parcel that is the Electric Transmission portion, is 12.99%.  Thus, SDG&E 

determined that the book value reasonably attributable to the Electric Transmission Property 

being sold should be approximately 12.99% of the total book value for that category of all land 

in SBE Parcel 141-37-73J, Parcel 7. 

Second, using the ratio of the non-electric transmission acreage being sold (48.78 acres 

less 12.02 acres in the electric transmission corridor) to the total non-electric transmission 

acreage in SBE Parcel 74 (106.26 acres) SDG&E determined that the book value reasonably 

attributable to the non-electric transmission property being sold should be approximately 35% of 

the total book value for that category of land in SBE Parcel 141-37-73J, Parcel 7. 

The following tables show the book values attributable to the portions of the land that are 

the subject of the proposed sale: 

4 Asset Nos. 2026073 and 2026074. 
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Electric Transmission Property

Asset No. Purchase Date Total Original Cost (Book 
Value)

Attributable Book Value 
of Subject Land

2119502 6/30/52 $    3,251.99 $       422.35 
2119505 6/30/53 $    2,020.00 $       262.35 
2119506 6/30/53 $  36,091.52 $    4,687.41 
2119509 6/30/65 $    1,805.57 $       234.5 

TOTAL $  43,169.08 $    5,606.62 

Non- Electric Transmission Property

Asset No. Purchase Date Total Original Cost (Book 
Value)

Attributable Book Value 
of Subject Land

2026073 6/30/52 $    3,280.79 $       1,134.97 
2026074 6/30/53 $  76,085.41 $  26,321.28 

TOTAL $  79,366.20 $  27,456.25 

2. Book Value of the Option Parcel .

It is not possible to determine the book value of land that will be conveyed if Caruso 

exercises its option under the Purchase and Sale Agreement until the option is exercised because 

Caruso may elect to purchase less than the entire portion of the Option Parcel.  However, using 

the same methodology that was followed to determine book values for the Sale Parcel, SDG&E 

is able to provide book values for the specific assets for the noted SBE Parcels (portions of 

which comprise the Option Parcel).  And, at such time as Caruso exercises its option, SDG&E 

will be able to determine the book value reasonably attributable to the acreage to be sold. 

The land potentially subject to the option includes a 115.24 gross acre portion of SBE 

Parcel 141-37-73J, Parcel 7 which has a total gross acreage of 195.2 gross acres.  The original 

book costs of the assets included in said SBE Parcel are as set forth above.  The remaining land 

potentially subject to the option includes 44.55 gross acres of SBE Parcel 141-37-73J, Parcel 8, 
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which has a total gross acreage of 56.53 acres. 49.63 percent of the total book value of SBE 

Parcel 141-37-73J, Parcel 8, is held under Electric Transmission Property accounts.  Therefore, 

SDG&E submits that an equivalent percentage of acreage should be deemed Electric 

Transmission Property.  Once the actual acreage of Electric Transmission Property under the 

option is known, for both SBE parcels respectively, the book values reasonably attributable to all 

of the conveyed assets can be determined following the same methodology used in the case of 

the Sale Parcel.  The following table identifies the book values that are known at this time.  

Electric Transmission Property

Asset No. Purchase Date Total Original Cost (Book 
Value)

Attributable Book Value 
of Subject Land

2119507 6/30/53 $    5,867.09 $      TBD 
  $     $      
  $   $       
  $    $       

TOTAL $  5,867.09 $      TBD 

Non- Electric Transmission Property

Asset No. Purchase Date Total Original Cost (Book 
Value)

Attributable Book Value 
of Subject Land

2026075 6/30/53 $    5,954.97 $      TBD 
  $   $       

TOTAL $  5,954.97 $      TBD 

As discussed in section III.H “Treatment of Gain on Sale,” below, SDG&E proposes to 

submit the [BEGIN CONFIDENTIAL-- --END CONFIDENTIAL] paid for 

the Property and the Option Parcel, along with identification of the actual property conveyed 

pursuant to the option, within a reasonable time following closing.  Such information will 

include the calculation of the book value attributable to the property sold under the option as 
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determined in the manner described above.  Accordingly, SDG&E and Caruso request that the 

Commission waive the requirement to provide further information regarding the book value of 

the Option Parcel at this time. 

F. Detailed Reasons on the Part of Each Party for Entering into the Transaction 
and All Facts Warranting the Same. Rule 3.6(c). 

Caruso seeks to acquire the Property for the purpose of developing the Property in a 

manner similar to the other developments undertaken by Caruso Affiliated, as described above in 

section II.  Caruso may potentially acquire all or a portion of the Option Parcel for continued 

open space and agricultural uses.  Caruso views the Property and Option Parcel as unique and 

very-well suited for these types of uses and development.  However, no specific plan for 

development has been established at this point.  Instead, the specifications of the development, 

including the types of uses and improvements that will constitute the development, as well as 

their location and design, will be defined and refined over a multi-year period with community 

input and in conjunction with state and local planning processes. 

An electric transmission line, electric distribution line and a gas pipeline owned by 

SDG&E traverse the Property and Option Parcel.  Except for the continued operation of those 

facilities or future utility uses to be accommodated within the proposed reserved easements 

together with  access required to operate and maintain those facilities, neither the Sale Parcel nor 

the Option Property are otherwise used by SDG&E, and SDG&E has no other planned use for 

either parcel.  By selling the property, both SDG&E and its ratepayers will benefit significantly 

through a sharing of the proceeds in accordance with the Commission’s rules for allocating gains 

on sale. 

In connection with the conveyance of the land, SDG&E will reserve appropriate 

easements enabling it to continue to use and access the land for utility purposes, both existing 
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and future.  Descriptions of the easements are described in Exhibit A to the Purchase and Sale 

Agreement (at pp. A-1 to A-4).  Thus, the sale will not have an adverse effect on the public 

interest because SDG&E will continue to have the ability, without interference from the buyer, to 

use the land for the purposes of its on-going provision of safe and reliable utility service. 

G. Purchase Price and Terms of Payment. Rule 3.6(d). 

[BEGIN CONFIDENTIAL--  
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 --

END CONFIDENTIAL]

H. Treatment of Gain on Sale. 

SDG&E requests that the proceeds from the sale of the Sale Parcel and acreage within the 

Option Parcel be allocated in accordance with the rules established by Decision 06-05-041, as 

modified by Decision 06-12-043, which apply where, as here, there are gains from the sale of 

non-depreciable utility assets previously held for use in the provision of service to utility 

customers.  

The Commission’s rules for allocating gain from the sale of non-depreciable utility 

property, other than electric transmission property, ordinarily require that 67% of the gain be 

allocated to utility ratepayers and the remaining 33% to shareholders. (D. 06-05-041, Ordering 

Paragraph 1, as modified by D.06-12-043, mimeo., p. 21.)5  However, where the property has 

been held in and out of rate base over time, which is the case here, only the portion of the gain 

that is attributable to the period of time when the property was in rate base is subject to this 

percentage allocation rule, and the portion of the gain that is attributable to the period of time 

when the property was held outside of rate base is allocated entirely to shareholders. (D. 06-05-

041, Ordering Paragraph 14.)  The Commission has adopted a rebuttable presumption that the 

portion of gain attributable to a period when property was held out of rate base should mirror the 

portion of time that the property was out of rate base. (Id., Ordering Paragraph 14.) 

In the case of the Sale Parcel the assets now held in FERC Electric Transmission 

Property accounts were included in rate base until January 1, 1998.  The other assets comprised 

by the Sale Parcel were in rate base until they were re-categorized as Non-Utility Land on June 

5 Gains on sale of electric transmission property are allocated according to the rules of the Federal Energy 
Regulatory Commission (“FERC”). (D.06-05-041, Ordering Paragraph 13.) 



19 

1, 1988.  SDG&E believes the gain from sale of these assets should be attributed to the periods in 

which the assets were in or out of rate base in accordance with the mirroring presumption. 

SDG&E has attached, as Exhibit C, illustrative schedules showing calculations and 

allocations of gain on the Sale Parcel [BEGIN CONFIDENTIAL--  

--END CONFIDENTIAL].  As this exhibit 

shows, approximately [BEGIN -END CONFIDENTIAL]

61% of after-tax gain on the sale of the Property should be allocated to shareholders, and 

approximately [BEGIN --END CONFIDENTIAL] 39% 

of after-tax gain on the sale of the Property should be allocated to ratepayers.6 [BEGIN

CONFIDENTIAL--  

 

--END CONFIDENTIAL]

SDG&E has not included with this application a schedule illustrating the allocation of 

gain on the sale of the Option Parcel due to the considerable uncertainty of the specific assets 

that Caruso will elect to acquire if it exercises the option and the obvious lack of pricing 

information.  However, as in the case of the assets comprising the Sale Parcel, the assets 

comprising the Option Parcel which are now held in Electric Transmission Property or Non-

Utility Land accounts, were previously in rate base.  Thus, the allocations of gain from the sale 

of those assets should be made using the same methodology that will apply to the Sale Parcel 

gains, once the information needed to do so is known, specifically, the book value for each 

6 Ratepayer gain, with a gross-up for taxes, is approximately [BEGIN --END 
CONFIDENTIAL].
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category of acreage to be transferred (as determined in the manner specified in section III.E, 

above) and the purchase price for the Option Parcel. 

For the reasons discussed above, the calculation and allocation of gain for both parcels 

must be deferred until a reasonable time after the closing.  Therefore, SDG&E proposes that the 

specific cost and price information required to do so be provided in a compliance advice letter 

filing submitted within 45 days following closing.  Such a process is consistent with procedures 

that have been followed in other instances where the amount of gain was unsettled.  For example, 

in Decision 07-03-037, which addressed a proposed sale of multi-jurisdictional property by 

PacifiCorp, PacifiCorp apparently was only able to provide an estimate of the expected gain at 

the time its application was considered.  Consequently, the Commission ordered PacifiCorp to 

file an advice letter providing the final calculation and allocation of gain, with supporting data, 

within 45 days of closing. (Id. at Ordering Paragraph 3.) Similarly, in Decision 02-12-020, 

which addressed the sale by PG&E of streetlighting facilities to the City of Manteca, the 

Commission approved the allocation of gain as proposed in the application (which allocated 

100% to shareholders) but deferred the determination of the actual gain allocation to a later 

compliance advice letter procedure. 

In accordance with these precedents, SDG&E and Caruso request that the Commission 

approve the process discussed above for calculating and allocating the gain on the transferred 

process in its decision in this proceeding and determine the specific amounts to be so allocated 

upon review of a compliance advice letter to be filed by SDG&E within 45 days following the 

closing.

I. Purchase and Sale Agreement. Rule 3.6(f). 

A copy of the Purchase and Sale Agreement is attached as Exhibit A. 
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J. Categorization, Need for Hearing. Rule 2.1(c). 

1. Proposed Category: SDG&E and Caruso propose that this application be 

categorized as ratesetting. 

2. Need for Hearing: SDG&E and Caruso do not anticipate that this 

proceeding will involve any issues of contested fact.  Therefore, no 

hearing should be required. 

3. Issues: The sole issues that need to be decided in this proceeding are 

whether the proposed sale is consistent with the public interest and 

whether the proposed allocation of the gain from sale conforms to the 

Commission’s requirements. 

4. Proposed Schedule: The Applicants respectfully propose the following 

procedural schedule:7

February 25, 2013: Filing of Application 
Notice + 30 days: Protests due 
+ 10 days: Reply due (if needed) 
+ 30 days: Proposed Decision  
+ 30 days: Commission Decision 

J. Service. Rule 1.9(c). 

This is a new application.  No service list has been established.  As shown by the 

certificate of service attached hereto, notice of availability of this application has been served on 

the persons identified on the service list pertaining to SDG&E’s most recent General Rate Case 

Application No. A.10-12-005.  The Applicants will provide copies of the Application to 

additional parties upon request or as directed by the Commission.   

7 This schedule assumes that the application is uncontested, and that neither hearings nor briefings are required.
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IV.
CONCLUSION 

Wherefore, the Applicants respectfully request that the Commission issue an order: 

1. Finding that the proposed transfer of property described herein, 

subject to the terms and conditions of the Purchase and Sale Agreement 

(see, Exhibit A), does not require review under CEQA;

2. Authorizing SDG&E, under Section 851, to convey the property 

described herein, subject to the terms and conditions of the Purchase and 

Sale Agreement (see, Exhibit A); and

3. Granting such other and further relief as the Commission deems 

proper.



23 

Respectfully submitted this 27th ,day of February, 2013, on behalf of both Applicants, 

By  /s/ Allen K. Trial   
ALLEN K. TRIAL 
101 Ash Street, HQ-12 
San Diego, California  92101 
Telephone:  (619) 699-5162 
Facsimile:   (619) 699-5027 
ATrial@semprautilities.com

Attorney for 
SAN DIEGO GAS & ELECTRIC COMPANY  

SAN DIEGO GAS & ELECTRIC COMPANY, SELLER 

By: /s/ Lee Schavrein      
Lee Schavrien 
San Diego Gas & Electric Company 
Senior Vice President – Financial, Regulatory & Legislative Affairs 

CARUSO ACQUISITION CO. II, LLC, BUYER  

By: /s/ Rick J. Caruso      
Rick J. Caruso 
President & Chief Executive Officer 
Caruso Acquisition Co. II, LLC 
101 The Grove Drive 
Los Angeles, California 90036 
Telephone:  (323) 900-8100 
E-mail:bross@carusoaffiliated.com
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Exhibit B – SDG&E Financial Statements 

Exhibit C –Illustrative Gain on Sale Calculation 
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EXHIBIT C 

Illustrative Gain on Sale Calculation 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

In the Matter of the Application of San Diego Gas & 
Electric Company (U902E) and Caruso Acquisition Co. 
II, LLC for an Order Authorizing the Sale of Property 
Pursuant to Public Utilities Code § 851.

A.13-02-_____

SAN DIEGO GAS & ELECTRIC COMPANY (U 902 E) AND CARUSO ACQUISITION 
CO. II, LLC NOTICE OF AVAILABILITY FOR AN ORDER AUTHORIZING THE 

SALE OF PROPERTY PURSUANT TO PUBLIC UTILITIES CODE § 851 

GOODIN, MACBRIDE, SQUERI, 
DAY & LAMPREY, LLP 
Michael B. Day 
John L. Clark 
Megan Somogyi 
505 Sansome Street, Suite 900 
San Francisco, California  94111 
Telephone: (415) 392-7900 
Facsimile: (415) 398-4321 
E-Mail: mday@goodinmacbride.com
 jclark@goodinmacbride.com 
 msomogyi@goodinmacbride.com 

 Attorneys for CARUSO ACQUISITION CO. II, LLC

ALLEN K. TRIAL 
101 Ash Street, HQ-12B 
San Diego, California 92101 
Telephone:  (619) 699-5162 
Facsimile:   (619) 699-5027 
E-Mail: ATrial@semprautilities.com

Attorney for 
SAN DIEGO GAS & ELECTRIC 
COMPANY

February 27, 2013
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

In the Matter of the Application of San Diego Gas & 
Electric Company (U902E) and Caruso Acquisition Co. 
II, LLC for an Order Authorizing the Sale of Property 
Pursuant to Public Utilities Code § 851.

A.13-02-_____

SAN DIEGO GAS & ELECTRIC COMPANY (U 902 E) AND CARUSO ACQUISITION 
CO. II, LLC NOTICE OF AVAILABILITY FOR AN ORDER AUTHORIZING THE 

SALE OF PROPERTY PURSUANT TO PUBLIC UTILITIES CODE § 851 

Pursuant to Rule 1.9 (c) of the Rules of Practice and Procedure of the California Public 

Utilities Commission (the “Commission”), San Diego Gas & Electric Company and Caruso 

Acquisition Co. II, LLC hereby provides notice that it has electronically filed with the 

Commission’s Docket Office its APPLICATION OF SAN DIEGO GAS & ELECTRIC 

COMPANY AND CARUSO ACQUISITION CO II, LLC FOR AN ORDER 

AUTHORIZING THE SALE OF PROPERTY PURSUANT TO PUBLIC UTILITIES 

CODE § 851 (PUBLIC VERSION). 

The public Utilities Code § 851 Application filing is available on SDG&E’s website at 

the following link:  http://www.sdge.com/proceedings

Respectfully submitted this 27h day of February, 2013, on behalf of both Applicants, 

By  /s/ Allen K. Trial   
ALLEN K. TRIAL 
101 Ash Street, HQ-12 
San Diego, California  92101 
Telephone:  (619) 699-5162 
Facsimile:   (619) 699-5027 
ATrial@semprautilities.com

Attorney for 
SAN DIEGO GAS & ELECTRIC COMPANY  




