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SUBJECT:   Request for Approval of a Sale of Real Property Pursuant to Public Utilities 

Code Section 851 and General Order 173 

 

Dear Mr. van der Leeden: 

 

Advice Letter 4935-G is effective as of April 10, 2016. 

 

 

Sincerely, 

 
 

  
 

Edward Randolph 

Director, Energy Division 

 

 



 
 
 
 
March 11, 2016 
 
 
Advice No. 4935 
(U 904 G) 
 
Public Utilities Commission of the State of California 
 
Subject:  Request for Approval of a Sale of Real Property Pursuant to Public Utilities 

Code Section 851 and General Order 173   
 
Southern California Gas Company (“SoCalGas” or “Utility”) respectfully requests approval 
from the California Public Utilities Commission (“Commission”) under Public Utilities Code 
Section 851 (“Section 851”) and General Order (GO) 173 to sell a portion of certain 
fee-owned, real property (the “Property”) to Shahbod Kerendian and Carolin Bakhani, as 
Trustees of the AL26 Trust dated February 16, 2010 (collectively, “Buyer”) on the terms 
and conditions set forth in the Purchase and Sale Agreement between SoCalGas and 
Buyer dated as of November 13, 2015 (the “Purchase Agreement”), a copy of which is 
included herein as Attachment A. 

 
SoCalGas believes that the transfer of the Property to Buyer will not affect SoCalGas’ use 
and operation of any of its other property or facilities, and the transaction will not have any 
impact on ratebase or affect the ability of the Utility to serve its customers or the public. 

 
Background 

 
SoCalGas owns a fee interest in certain real property in the City of Los Angeles, California, 
consisting of approximately 8.6 acres and designated as Los Angeles County Assessor’s 
Pacel Number 4432-005-801 (the “Original Parcel”).  The Original Parcel is part of a larger 
170-acre site owned by SoCalGas (the “Sullivan Canyon Property”), through which 
SoCalGas maintains two (2) high-pressure natural gas transmission lines, together with 
related appurtenances and an access road. 
 
Buyer owns the real property designated as Los Angeles County Assessor’s Parcel 
Number 4492-016-014, commonly known as 2101 North Queensferry Road, Los Angeles, 
California 90049 (the “Buyer’s Property”), located immediately adjacent to the northeast of 
the Original Parcel.  The Buyer’s Property is improved with a single-family residence 
occupied by the Buyer. 
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Several years ago, without SoCalGas’ knowledge or consent, Buyer’s predecessor-in-
interest to the Buyer’s Property installed certain improvements that encroach onto the 
Original Parcel and erected a fence delineating the perimeter of the encroachments.  The 
encroachments are located on a hillside portion of the Original Parcel.  The Buyer’s 
residence is located at the top of the hillside.  The Buyer has claimed that the hillside is 
geologically unstable and, due to such conditions, the residence has experienced damage 
and is at continued risk of further damage.   
 
In resolution to the issues posed by these circumstances, SoCalGas has agreed to sell 
and transfer to Buyer that portion of the Original Parcel over which the encroachments 
exist, consisting of approximately 24,959 - 25,544 square feet, as generally depicted in 
Exhibit A to the Purchase Agreement (the “Property”), subject to and on the terms and 
conditions set forth in the Purchase Agreement.  The final legal description of the Property 
is currently being prepared in accordance with the terms of the Purchase Agreement.   

 
There are no SoCalGas improvements on the Property, and the Property is not being 
actively used by SoCalGas.  The sale and transfer of the Property will not have an adverse 
effect on the public interest or the ability of SoCalGas to provide safe and reliable service 
to its customers at reasonable rates.   
 
Information Required under Rules 3 and 4 of GO 173     
 
A. Rule 3 – Requirements 
SoCalGas is permitted to file this Advice Letter seeking Commission approval under 
Section 851 because the company believes it has satisfied the eligibility requirements set 
forth in Rule 3 of GO 173 as follows:  
 

3a. The activity proposed in the transaction will not require environmental review 
by the Commission as Lead Agency under California Environmental Quality 
Act (CEQA).  

 
SoCalGas believes this transaction is not a “project” under CEQA pursuant to CEQA 
Guidelines Section 15378.  If, however, the Commission were to determine this 
transaction is a project under CEQA, then SoCalGas believes that the Categorical 
Exemption set forth in CEQA Guidelines Section 15061(b)(3) applies.  No other 
governmental agency is a CEQA lead or CEQA responsible agency for purposes of 
this transaction, and SoCalGas is not aware of any other discretionary or ministerial 
permits required in order to complete the transfer of the Property. 

 
3b. The transaction will not have an adverse effect on the public interest or on the 

ability of the utility to provide safe and reliable service to customers at 
reasonable rates.  

 
The Property is a small portion of a larger 8.6-acre parcel.  The Property contains 
no SoCalGas improvements and is not used or needed for any operational 
purposes.  The remainder of the Original Parcel and the SoCalGas operations 
thereon will be unaffected by the transaction. 
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3c. Any financial proceeds from the transaction will be either booked to a 
memorandum account for distribution between shareholders and ratepayers 
during the next general rate case or be immediately divided between 
shareholders and ratepayers based on a specific distribution formula 
previously approved by the Commission for that utility.  

 
The financial proceeds received by SoCalGas from the sale of the Property will be 
handled in accordance with the policy for the allocation of gains and losses on the 
sale of Utility assets adopted in the Commission’s Gain on Sale Rulemaking in 
Decision (D.) 06-05-041.  SoCalGas will credit the ratepayer’s 67% allocation of the 
gain on sale to the Gain/Loss on Sale Memorandum Account.  The gain is 
computed as the net proceeds received from the sale of the Property, less the 
acquisition cost of the Property and income taxes (i.e., at the combined federal and 
statutory income tax factor) on the sales transaction.  

 
3d. If the transaction results in a fee interest transfer of real property, the property 

does not have a fair market value in excess of $5 million.  
 

The purchase price for the Property of $54,000.00, as set forth in the Purchase 
Agreement, represents the fair market value as determined by an independent MAI 
appraiser selected by SoCalGas.  Pursuant to a full and complete MAI Appraisal 
Report, the appraiser concluded a value of $54,000.00.   

 
3e. If the transaction results in a sale of a building, the building does not have a 

fair market value in excess of $5 million.  
 

Not applicable.  The Property is unimproved.  
 

3f. If the transaction is for the sale of depreciable assets, the assets do not have a 
fair market value in excess of $5 million.  

 
Not applicable.  The transaction does not include the sale of depreciable assets.  

 
3g. If the transaction is a lease or a lease-equivalent, the total net present value of 

the lease payments, including any purchase option, does not have a fair 
market value in excess of $5 million, and the term of the lease will not exceed 
25 years.  

 
Not applicable.  The transaction does not involve a lease or lease-equivalent.  

 
3h. If the transaction conveys an easement, right-of-way, or other less than fee 

interest in real property, the fair market value of the easement, right-of-way, 
or other interest in the property does not exceed $5 million.  

 
Not applicable.  The transaction does not involve the conveyance of an easement, 
right-of-way, or other less than fee interest in real property.  
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3i. The transaction will not materially impact the ratebase of the utility.  
 

This transaction will not impact the SoCalGas ratebase, given the relatively nominal 
asset value of the Property.  

 
3j. If the transaction is a transfer or change in ownership of facilities currently 

used in regulated utility operations, the transaction will not result in a 
significant physical or operational change in the facility.  
 
The Property is a small portion of a larger 8.6-acre parcel.  The Property contains 
no SoCalGas improvements and is not used or needed for any operational 
purposes.  The remainder of the Original Parcel and the SoCalGas operations 
thereon will be unaffected by the transaction. 

 
3k. The transaction does not warrant a more comprehensive review that would 

be provided through a formal Section 851 application.   
 

Given the relatively nominal value and the lack of impact to the Original Parcel and 
its operations, this transaction does not warrant a more-comprehensive review 
under Section 851.  Moreover, this transaction is typical of transaction for which GO 
173 was developed.  

 
A. Rule 4 – Requirements 
Rule 4 of GO 173 requires that the following information be included in this submission:   
 

4a. Identity and addresses of all parties to the proposed transaction.  
 

“SoCalGas” 
 

Southern California Gas Company  
555 W. Fifth Street  
Los Angeles, CA 90013 

 
“Buyer”  

 
 Shahbod Kerendian and Carolin Bakhani, Trustees 
 2101 Queensferry Road 
 Los Angeles, CA 90049 
 

4b. A complete description of the property, including its present location, 
condition, and use. 

 
The Property consists of approximately 24,959 - 25,544 square feet of hillside 
property located in the City and County of Los Angeles, California (the exact legal 
description is currently being developed in accordance with the terms of the 
Purchase Agreement).  The Property currently includes only minor landscaping 
improvements, including perimeter fencing, owned by the Buyer and encroaching 
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upon the SoCalGas-owned Original Parcel.  A general depiction of the Property is 
set forth in Exhibit A to the Purchase Agreement included herewith as Attachment 
A.  
 

4c. The transferee’s intended use of the property. 
 

Buyer seeks to acquire the Property to perform slope stabilization work on the 
Property and is expected to continue Buyer’s current, but currently encroaching, use 
of the Property as Buyer’s primary residence.   
 

4d. A complete description of the financial terms of the proposed transaction.  
 

Buyer shall pay SoCalGas a total purchase price of $54,000.00, of which $3,000.00 
has been placed on deposit in escrow.  Buyer is to pay for all closing and escrow 
costs, as more particularly set forth in the Purchase Agreement.  

 
4e. A description of how the financial proceeds of the transaction will be 

distributed.  
 

The financial proceeds received by SoCalGas from the sale of the Property will be 
handled in accordance with the policy for the allocation of gains and losses on the 
sale of gas distribution assets adopted in the Commission’s Gain on Sale 
Rulemaking in D.06-05-041.  SoCalGas will credit the ratepayer’s 67% allocation of 
the gain on sale to the Gain/Loss on Sale Memorandum Account.  The gain is 
computed as the net proceeds received from the sale of the Property, less the 
acquisition cost of the Property and income taxes (i.e., at the combined federal and 
statutory income tax factor) on the sales transaction.  

 
4f. A statement on the impact of the transaction on ratebase and any effect on 

the ability of the utility to serve customers and the public. 
 

The Property is a small portion of a larger 8.6-acre parcel.  The Property contains 
no SoCalGas improvements and is not used or needed for any operational 
purposes.  The Property currently includes only minor landscaping improvements, 
including perimeter fencing, owned by the Buyer and encroaching upon the 
SoCalGas-owned Original Parcel.  The remainder of the Original Parcel and the 
SoCalGas operations thereon will be unaffected by the transaction.  Moreover, the 
Property has a relatively nominal asset value, as reflected in the purchase price.  
Accordingly, the transaction will not have any impact on ratebase and will not have 
any effect on the ability of the Utility to serve its customers or the public. 

 
4g. For sales of real property and depreciable assets, the original cost, present 

book value, and present fair market value, and a detailed description of how 
the fair market value was determined (e.g., appraisal).  

 
Based upon the original cost and current book value of the Sullivan Canyon 
Property, the proportionate original cost and current net book value of the Property 
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is $625.00. The purchase price for the Property of $54,000.00, as set forth in the 
Purchase Agreement, represents the fair market value as determined by an 
independent MAI appraisal selected by SoCalGas.  Pursuant to a full and complete 
MAI Appraisal Report, the appraiser concluded a value of $54,000.00.   

 
4h. For leases of real property, the fair market rental value, a detailed description 

of how the fair market rental value was determined, and any additional 
information necessary to show compliance with Rule 3(g) above.  

 
Not applicable.  The transaction does not involve a lease. 

 
4i. For easements or rights-of-way, the fair market value of the easement or 

right-of-way and a detailed description of how the fair market value was 
determined.  

 
Not applicable.  The transaction does not involve an easement or right-of-way.  

 
4j. A complete description of any recent past (within the prior two years) or 

anticipated future transactions that may appear to be related to the present 
transaction, such as sales or leases of interests in the same real property or 
real property that is located near the property at issue or that are being 
transferred to the same transferee; or for depreciable assets, sales of similar 
assets or sales to the same transferee.  

 
There are no recent, past, or anticipated future transactions that may appear to be 
related to the sale of the Property.  

 
4k. Sufficient information and documentation (including environmental 

documentation) to show that all of the eligibility criteria stated in Rule 3 above 
have been met.  

 
As set forth above, SoCalGas believes that all applicable eligibility criteria stated in 
Rule 3 have been satisfied.  

 
4l. The filing utility may submit additional information to assist in the review of 

the advice letter, including recent photographs, scaled maps, drawings, etc.  
 

Please see the Purchase and Sale Agreement between SoCalGas and Buyer dated 
as of November 13, 2015, a copy of which included herein as Attachment A.  

 
4m. Environmental Information: If the applicant believes that the transaction is 

not a Project under CEQA, the applicant shall include an explanation of its 
position.  

 
SoCalGas believes this transaction is not a “project” under CEQA pursuant to 
CEQA Guidelines Section 15378.  If, however, the Commission were to determine 
this transaction is a project under CEQA, then SoCalGas believes that the 
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Categorical Exemption set forth in CEQA Guidelines Section 15061(b)(3) applies.  
No other governmental agency is a CEQA lead or CEAQ responsible agency for 
purposes of this transaction, and SoCalGas is not aware of any other discretionary 
or ministerial permits required in order to complete the transfer of the Property.  

 
Protest 
 
Anyone may protest this Advice Letter to the Commission.  The protest must state the 
grounds upon which it is based, including such items as financial and service impact, and 
should be submitted expeditiously.  The protest must be made in writing and must be 
received within 20 days of the date of this advice letter, which is March 31, 2016.  There is 
no restriction on who may file a protest.  The address for mailing or delivering a protest to 
the Commission is given below.  
 

CPUC Energy Division 
Attention:  Tariff Unit  
505 Van Ness Avenue  
San Francisco, CA 94102 

 
Copies of the protest should also be sent via e-mail to the attention of the Energy Division 
Tariff Unit (EDTariffUnit@cpuc.ca.gov).  A copy of the protest should also be sent via both 
e-mail and facsimile to the address shown below on the same date it is mailed or delivered 
to the Commission.  
 

Attn: Sid Newsom 
Tariff Manager – GT14D6 
555 West Fifth Street  
Los Angeles, CA 90013-1011 
Facsimile No. (213) 244-4957 
E-mail:  snewsom@SempraUtilities.com 

 
For questions, please contact Michelle Meghrouni at (213) 244-4809 or by electronic mail 
at: mmeghrouni@semprautilities.com.  
 
Effective Date 
 
SoCalGas believes that this filing is subject to Energy Division disposition and should be 
classified as Tier 2 (effective after staff approval) pursuant to GO 96-B.  SoCalGas 
respectfully requests that this filing be approved on April 10, 2016, which is 30 calendar 
days from the date filed.  
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Notice 
 
A copy of this AL is being sent to SoCalGas’ GO 96-B service list.  Address change 
requests to the GO 96-B should be directed by electronic mail to tariffs@socalgas.com or 
call 213-244-3387.  
 
 
     ____________________________________  
          Ronald van der Leeden 

        Director- Regulatory Affairs 
 
 

Attachments  
 



 

CALIFORNIA PUBLIC UTILITIES COMMISSION 
ADVICE LETTER FILING SUMMARY 

ENERGY UTILITY  
MUST BE COMPLETED BY UTILITY (Attach additional pages as needed) 

Company name/CPUC Utility No. SOUTHERN CALIFORNIA GAS COMPANY (U 9O4G) 

Utility type:   Contact Person: Sid Newsom

 ELC  GAS        Phone #: (213) 244-2846  

 PLC  HEAT  WATER E-mail: SNewsom@semprautilities.com   

EXPLANATION OF UTILITY TYPE 

ELC = Electric              GAS = Gas  
PLC = Pipeline              HEAT = Heat     WATER = Water 

(Date Filed/ Received Stamp by CPUC)

Advice Letter (AL) #: 4935  

Subject of AL: Request for Approval of a Sale of Real Property Pursuant to Public Utilities Code Section 851   

and General Order 173 

Keywords (choose from CPUC listing): Section 851 

AL filing type:  Monthly  Quarterly  Annual  One-Time  Other       

If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #:  

None       

Does AL replace a withdrawn or rejected AL?  If so, identify the prior AL   No 

Summarize differences between the AL and the prior withdrawn or rejected AL1:  N/A      

      

Does AL request confidential treatment? If so, provide explanation:  No 

 

Resolution Required?   Yes  No                                        Tier Designation:   1    2    3 
Requested effective date:  4/10/16 No. of tariff sheets:     0 

Estimated system annual revenue effect: (%):  N/A        

Estimated system average rate effect (%):  N/A      

When rates are affected by AL, include attachment in AL showing average rate effects on customer classes 
(residential, small commercial, large C/I, agricultural, lighting). 
Tariff schedules affected: None      

 

Service affected and changes proposed1: See Advice Letter 

      

Pending advice letters that revise the same tariff sheets: None 

Protests and all other correspondence regarding this AL are due no later than 20 days after the date of 
this filing, unless otherwise authorized by the Commission, and shall be sent to: 
CPUC, Energy Division       Southern California Gas Company 
Attention: Tariff Unit Attention: Sid Newsom 
505 Van Ness Ave.,  555 West 5th Street, GT14D6 
San Francisco, CA 94102 Los Angeles, CA 90013-1011 
EDTariffUnit@cpuc.ca.gov SNewsom@semprautilities.com 

Tariffs@socalgas.com 
 

                                                 
1 Discuss in AL if more space is needed. 
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Purchase and Sale Agreement 
 







































 
 
 

EXHIBIT A 
DEPICTION OF THE PROPERTY 





 
 
 

EXHIBIT B 
MEMORANDUM OF LEGAL DESCRIPTION 
















