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BEFCRE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORINIA

MEADO' VALLEY LUMBER COMPANY,
a corporation,

Complainant

V3. Case No. 5182

PACIFIC GAS AND ELECTRIC COMPANY,
a corporation, .
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Defondant.,

REGINALD L. VAUGHAN and CERALD HAGAR by REGINALD L. VAUCHAN,
for Complainant.

RALPH W. DuVAL for Defendant.
S. C. YOUNG, B. D. JANES, LOUIS GORRIN and ¥, L. ANDERSON for
Plumag-Sierra Rural Electric Cooperative,

SEINION

Complainant is cngaged in the production of lumber products near Quincy,
Plumes County, California. It .operates A lumber mill at Spanish Ranch.in the
vicinity of Meadow Valley, which is about seven miles west of Quincy. It also
operates 2 lumber mill and o planing mill ncar East Quincy. Complainant's mill
facilitics at Spanish Ranch are supplied with electric onorgy by the Plumas-
Sierra Rural Eleetric Cooperative, while sts mill facilitios nearer Quiney are
served by the defendant, Pacific Gas and Electric Company.

Complainant requested dofondant to supply clectric e¢nergy for the opera-
tion éf.thc Spanish Ranch mill apd, upon defendant's refusal to comply with such
request, complainant filed this complaint seecking an order of the Commission row

% The Plumas-Sicerra Rural Electric Cooperative is orgarized under the non-profit

corporation laws of California. It will usually be referred to in this opinion
as the "Rural Electric Cooporative." ' . . C
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quiring defendant to rend.cr that service. Defondant’s answer to the complaint
admits that the Spanish Ranch mill is within its general sqrvicc area, but Justi-
fies its refusal 4o supply the réquested service upon the ground that a contract
entered into between defendant and the Rural Electric Cooperative prevents defcn;:i-
ant from furnishing electric onergy to anyone who is being supplied with cnergy |
by that agency. It is complainant's comtention that defendant is under a legal
duty to render the service demanded. It alleges that it cannot obtain an adequitc
and anintorrupted supply of power except through the scrvico and facilities of
the defendant utility.

The initial hearing on this complaint was held in San Francisco on May 5,
1950, when the matter was taken under submission. On May 23, 1950 the Commission
issued an Opinion and Order reopening the matter for further hearing, it boing
stated in the opinion that the Issues raised by the co)nplai‘.nt and answer mey not
equitably be determined until an inquiry‘is made as to the ability of the Rural
Electric Cooperative to furnish adequate clectric service to compl.:ﬂimnt. Accord;‘
mgly, the Commission on its own motion instituted an investigation into the oper;-
ations of the Rural Electric Cooperative. A hearing on thaﬁ investigation was
neld at Quincy on September 6, 1950. On the same day a further hearing was held
in this complaint matter, at which time the Rural Electric Cooporative appeared
in protest 40 the granting of the relicf sought by complainant. The two procesd-
ings were not consolidated for docision, although the sop.amté record made in the
Investigation proceeding was incorporated into the record made.in this complaint
case, |

Complainant's showing consisted of testimony indicafl:’.ng the guantity of
electric onergy nceded for its mill oporation.-;' as prosently conducted at Spanish
Ranch, and alse its necd for additional power in the cvent it olectrifics all of
its mill cquipment, as it plans to0 do 4if assured of clectric- service By tho do-
fendant wtility. Other cevidence was prescntdd by complainz-mﬁt to explain tho basis

for its dissatisfaction with thoe elcc‘cric sorvice obtained from ’ché Rural Electric

Cooperative.




As before noted, defundant's answer to the complaint pleads as a dei'enac
the fact that complainant is receiving cloetric sowice'.fnom the Rural Elcetric
Cooporative for the operation of the Spanish Ranch mill, and that dofondant and
the Rural Electric Cooperative have herctofore by written contract agroed that
one ﬁe.z'by shall not supply electric cnergy to a customer of tho other.. Tho ovi=
dence presented by tho defondant explains in some detail the histofy of sﬁcb.
territorial sorvice agreement. A:: dofendant makes no other defense to complain-
ant’s demend for electric service, the question whether such contract sorves to
relieve defondnnt from the duty of providing_ the requested scrvice becomes the
primary issue to be decided in this proceeding. Thorefore, the circumstances
surrounding the mzidng of that contract should first be considered.

Defendant and its predecossors havo rendered clect.;-ic service to por-
tions of Plumas County for many years. Service has boen rnndercd in and near
Quincy since 1899. The record wde in the procooding bc.roro the Commission on an
application( ) filed in 1938 for certificatc to. cxorcise frenchise granted by

Plumas County was the first to mrke reference o defendant's extension of line

facilities to the Meadow Valley area west of Quiney, and also the first to reveal

the comstruction of an clectric lino to tho same arca by the Rural Eloctric Coop-
erative. it the hearing of that cortificate application 6n August 16, 1940,

| tostirony was given by defondant rolating to clectric sorvices being renderod by
threo other public utilivies operating in portioris of the county, and also re-
ferréd 0 oloctric line facilitios then rocently constructed by the Rural Zlectric
Cooperative. It was testified that the Rural Electric Cooperative was organized
in 1937. In November of that year defendant centered into a contract to supply
the Rural Electric Cooperstive with powor, and in 1932 began the c}leiivezy of power

at 2 point about four mile; cast of Quincy. The witness testified that defendant

(1) Applicstion No. 22218, Decision No. 30495, The record in this apblication
_proceeding was incorporated by reference in tho present case.
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kad an understanding with the Rural Electric Cooperative that its scrvice tafri—
tory would be confined to arcas cast of Quiney, dut, contrary to such wndorstand-
ing, tho Rural Electric Cooperative in 1939 comstructed 2 line west of Quincy and
began supplying cnergy to Hbédow'vallcy Lumber Company's Spanish Ranch mill. De-
fendant had constructed its line to Meadow'Vhlley ot about the samo time, 2nd,
at the date of hearing of the application, it was supplying forty customers in
that arca. It was stated by the witness, and by dofondant's coumsel, that tho
certificate sought was for the exereise of the franchise throughout tho county of
Plumas with the ¢xception of those areas being served by tho throe named pubdblic
utilities to which the Commission had granted certificates to operate, and, with
such exceptions only, defendant held itself out o reader electric sorvice
throughout tho county. It was expressly stated that the defendant was not stipe
Wating that the franchise would not o excreised in arcas served by the Rural
Electric Cooperative. |

A copy of the conmtract botweon defendant and Rural Electric Cooperative
referred to in that 1938 cortificate application was not then placed in evidence.
It &3 in the rocord mede in the instant cagse. The contract provided ﬁhat the de~
fendant would supply power at specified rates for a period of three years, and
would continue thereafter until the contract be terminated on tﬁirty days!' written
notice by either party. It contained a provision reading as follows:

"Customer agrees that energy purchased hereunder will not be used

to serve customers of Company or possidle users of clectricity

located adjacent to the lines, as they exist from time to time,

of Company, and Company agrecs not to cxtend its lines for the

purpose of serving any customer of Customor or any possidle wsers

of clectricity located adjacent of the lines, as they exist from

time to time, of Customer.”

In evidence also is a copy of a second contract between defendant and

~ Rural Electric Cooporative executed Juno 20, 1942, providing for the continued

supply . of wholesale power sérvice, this contract containing a territorial clause
in the folleowing words:
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"Neither party, unless by written consent of the other party first

obtained, shall duplicate the other's facilities, or distribute

or furnish electric energy 4o (A) anyone who, at the time of the

proposed service, is receiving clectric energy {rom the other,

or (B) any premisc vwhich is served electric energy by the other

party or is capable of being served cleetric ¢nergy by means of

a shorter line extension by the other party. ZEach party agreos

to confer with the other party whenover a conflict of interests

is likely 10 occur or has occurrced.”

On Octobor 26, 1949, a third wholesale power supply contract was ¢xeo-
cuted between these parties which contained the same territorial provision just
above quoted from the contract of 1942. It provided further for the appointment
of arbitrators to act in the event any dispute arose under the quoted territerial
provisica. It also provided that the contract would not become offective until
the Commission granted defendant authority to carry out its torms and conditions.
Accordingly, this contract was proseated to ¢he Commission in Application No.
308L3 filed December 12, 1949, in which authority of the Commission was sought
to carry out the terms of said agreement. Tho Commission's decision on that
application, Wo. 43674, was readered on Jamuary 4, 1950. After discubsing the
rate provisions of the contract, tho Decision quoted the territorial agreement ,*
which was Provisien 9 thoreof, and stated:

"In authorizing Pacific to carry out the terms and conditions of

the new contract, we are not at this time passing upon the reason-

ableacss of sald Provision 9, and the contracting parties are

hercby placed upon notice that the action taken heroin by the

Commission ic not to be construed as an approval of said pro=

vision." ‘

The order made in thet decision auvthorized defondant to carry out the
torms and conditions of said contract, "excopt as horetofore indicated." It might.
be observed thet the Commission’'s docision thereon was renderod without hearing
anc upen consideration of only the pleading sct forth in defendant's application.
But £t might also be noted that defondant did mot seck 2 reconsidoration of that
decision.

The recital of facts horc made is sufficient to indicatc beyond any

doubt that the defendant wtility hod declared its willingness to supply electric
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service to the Moadow Valley area of Plumas County and had constructed facilities
for that purpose; that it sought and was granted A cortificate to serve that arca
without limitations of any kind; that defendant did not subscquently obtain auth-
ority from the Commission to modify the terms of its opcréting rights in that
territory, unless its application filed Docember 12, 2949 for authority to carry
out the torms of the agreement executed with the Rural Electric Cpoporativc be
considerod an appropriate pleading to accorplish that end. In any ¢vent, the
Commission did not grant <the authority rcqucstéd in said application.

In the light of these facts the Commission must concluds that, unless
other controlling facts are set up as a defensce to complainant's requost for de-
fendant's sorvice, defendant is under a legal duty to comply with such request,
for a wbility's service duty is ordinarily a correlative of its sorvice right.34,,,f

Dofendant does not cite any other facts nor refer to any principle of
law, which would justify the Commission in rclicving defendant of its primary
legal duty to comply with complainant's application for clectric scrviéc. Defond-
ant points to the fact that complainant originaliy clocted to take sexvico fron
the Rural Eloctric Cooperative, and may cohxinue to take service from that source.
But the record is clear that complainant is als§ free to cancel its contract o
take clectric service from that source. Defendant assorts that it is in the pub-
lic interest thet utilities enter into such an agreement as that made by 1t with
the Rural Bloctric Cooperative. The Commission is fully in accord with the'gen-
oral principlc that competition which results in o duplication of facilitics and -
uncontrolled solicitation of business should be avoided. But the fact remains
that the defendant did nmot, at lcast prior to its application filed Docember 12,

1949, present any petition alleging that the public interest Justified the Com=

mission in modilying the service obligation undertaken when it sought and obtaincd

its certificate of public convenience and necessity.
The evidence preseated by complainant in this procoédiﬁg indicetes that

it bas pressed its demand for defendant's service in good faith and because of its
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conviction that the efficient and cconomical speration of its Spanish Ronch mill
will be furthered if it securcs defendant's scrvice. That conviction is founded
on complninant's experioncc in the opcration of its milis near Quiney where it
has boen receiving defendant's service. Complainant expleined its plans for the
more complete eloctrification of its Spanish Ranch mill rhciliiies Curing the
coming wintor scason, and it declared that such plcn; are contingernt upon ‘secur-
ing eloctric service from the defendant wtility, It was also showm that with the
epplication of defendant’s rates to the energy used at the Sbanish Ranch mill,
its annunl ¢cost of eloctric power would be roducud approxiﬁntely thirty=threo
perccnt.‘

After the reopening of this mattor for further hearing, the Plumns-

ierra Rural Eluctric Ceoperative appeared in opposition to the'granxing of tho
reliel sought by complainant. It prescnted testimony to controvert complainant's
specifications of deficiencies in the Rural Eleetric Cooporative}s service. How-

ever, we need not here further discuss tho cvidence presentod by eithor ﬁhe'conh
plainant or the Rural Eloetric Cooperative rclating.to tho adequacey of the olece- |
tric service which complainant prosently roceives.

The sole iszsue raised in this complaint case is whether complainant has
the legal right to domand that defendant supply it with electric cnergy. The
Commission, on its own motion, has in another procecdipg instituted an'inquizy as
to the jurisdiction it may excreisc over the Rural Elcctric Cooporétivc- Unless
the Commissicn now finds that 4t possesces the authority 1o do o, and can find’
that the public interest requires it to now dclineete now boundaries ¢overing de= .
fendant's scrvice obligotion, and also preseridbe the correspoﬁding obligntion
resting upon the Rural Eloctric Cooperative, the Commizgion 15 called upon to de-
cide only the issue raised in this complaint casc. However dosirable it may be
that the Comnission oxercise such authority as it may possess to prescribe the

respective servico rights and obligaticns of those two suppliers of electric ser-

vice, the Comuission believes that under the circunstances here prescnmcd'iﬁ would

be incquitable to complainant, 25 well as a possible denial of itvc legal right,
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for the Commission to £ind that complainant may not avail itsolf of defencant’s
eleetric service. Complainant made demand for that serviee vhile defendnnt
¢learly remained under 2 duty to supply it. Tt mede th:m demand even before do-
fondant had filed with the Commission any pleading indicating thafa it’ sought, to
1izdit thet duty. In adaitionm, the Rural Electric Cooperative now appears belore
the Commission in both this compliint case and in the Comaission’s investigation
for the purposc of challenging the power of the Commission %o in any wy regulate
its 3crv§.co rights or dutics. The issue raisoed on the Comﬁ.ssion’s inx;cstigation
must be the subject of a separate decision. ’l‘hé Comission concludes thet the

cquitable and proper disposition of the complaint horein requires that wo find

complainant to be lawfully ontitled to the relief prayed for ia its complaint.

A public hearing having beon held on the within complaint  of Meadow
Valley Lumbor Company against Pacific Cns and Rlecetric Company, and the motter
submitted for decision, az;xd the Commission having fully considered all of the
pleadings and cvidence in said matter, and basing its order upon the findings
and corclusions sot forth in the foregoing opininon; and good cause znpearing

IT IS HEREBY CRDERSD that Paciffc Gas and Elcetsic Company shall, in
accordance vith its service rulr::a and regulations and rates on file witﬁ this
Commission, procecd to accept and comply with the reguest of Meadow Valley Lumber
Company for eloctric service to be supplied to said company for us¢e in the opera-
tién of its ludbor mi)l and facilities at Spanish Ranch near Quincy, Californis.

The offective date of this order shall be twenty (20) days from and
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