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BEFORE THE PUBLIC UTILITIES. COMMISSION OF THE SﬂATE OF CALIFORNIA

BUCKEYE SCHOOL DISTRICT,
. Complainant,

VS.

PACIFIC GAS AND ELECTRIC COMPANY,

Case No.. 7836 |
(Filed February S 1964)

‘Defendant.
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Jere E, Hurley,‘Jr., for complainant,

F. T. Searls, John C., Morrissey, Malcolm A thKillgp
and Ross Workman, for defendant,

W. E, Waldrop,wfor.the Commission staff,

OPINION

After due notice, public hearing in this matter was held
before Examiver Coffey on April 2, 1964, in Redding. On June 24,
1964, counsel for complainant reqpested that the matter be submitted
without operning and closing briefs by the complainant as ordered
Defendant's opening brief having_been xeceived the matter was sub-
mitted for decision on Junme 24, 1964. |

The complaint alleges, and the answer admits, that defend-
aot provides electric service to complaivant's Buckeye School under
defendant's filed Schedule A-13, and that defendant provides electric
service to Toyon School and Toyon House of Shasta Lake School District |
at a lower rate, Couwplainant requests an order that the rates charged“

Buckeye School be equal to those charged Toyon School end Toyon House.
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The Shasta Lake-School District operates‘four schools,
three of which are located within the boundaries of Shasta:DamfAree
Public Utilities District (PUD)_and one ofvwhioh, Toyon, is'approxi-"
mately three-fourths of a mile outside the PﬁD bonndary. A U.S.
Bureau of Reelamation 13.8_kilo§olt-(kv) diatribution'line'is located
approximately ome-quarter of-a mile from Toyon'SohooloandvTOyon“ '

House. A witness for defendant estimated that by an investument as low

as $3,500 PUD'could provide service to the faeilities_at'Toyon;‘

The Buckeye School Distriet boundary adjoins'thatvofifub
Buckeye School being approximately one and one-half‘miles from the
vearest adjoining boundary. Buckeyc School is approximately six-
tenths of a nile from the eity limits of the City of Redding, said
city being in the business of selling electric power. A PUD%115~kv
transmission‘power live is located less than one'half mile from
Buckeye School. A witness for defendant estimated that an investment
of as nmuch as $125 000 ‘would be required to provide service to the
Buckeye School from the transm;ssion line.

The Buckeye School and the Toyon School are approximately |
three miles apart on the road going morth from the City of Redding
to Shasta Daum. C

Initially PUD received its power over said 13.8 kv power
1ine from' Shasta Dam at a termination Dear the northwest . corner of
PUD’territori. In 1962 said 115 kv power line was built to extend
in a gemerally southwesterly direetion,‘outside PUD territory, to:
obtain anothexr source of power' from the Bureau of Reclamation at’
Keswick Dam. Moat of PUD's power is now obtainedrover the 115 kv
power line, with the 13. 8 kv power live continuing to”bedavailabie;
and used for emergency aervice. Although PUD has on oceasion aerved

eleetrrcity in an area outside its boundaries, such area was annexed

subsequently to PUD.
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Prior to 1957 all of the schools operated by the Shasta

Lake School District were served by defendant at its.regularly. filed |

tarxffs. In Novembexr of 1957, at the time PUD was 1nstalling its -

competing electric system, - the Shasta Lake School District advertised e

for bids for electric service to its schools. Both defendant and |

PUD submitted bids, each offerxng rates lower than their reSpective

filed rates. PUD did not bid on Toyon School, although defendant' 5

prioxr information and belief was that PUD would bld on- the school.

When the bids were opened PUD was. found to have bid 5 percent below

its published zrates with an additzonal discount of 15 pexcent for -

Deex Creek School, and defendant had bid‘about 6 percent‘below PUbjs‘
poblished rates. Defendant was thus awarded all the schools except |

Deer Creek which went. to PUD. |

 Io May of l963«the Shasta Lake School Dlstrict again adver- "

tised for bids for electrlc sexvice to the schools after the'expiration -

of the 1958 coptracts. Defendant's witness testzfzed that the comr -

petition was no less intense in 1963 and that PUD had rore power '_

available to it and at a cheaper cost to PUD than in 1957. Defendant

again submztted a special rate bid on each school, 1ncluding the

Toyon School. Defendant's stated reasons for biddxng oD the Toyon'

School wero- L) the °chool is located nmear the 13.8 kv distribution

line from which, it was believed, PUD could arrange o get servace

for the school; (2) the sealed competitive bzddlng prevented‘defend-

ant £rom being informed as to whether PUD would bid and caused.

defendant to fear that defendant mnght lose all schools if PUD did

bzd a low rate on Toyon School so that the total charge for all

schools was lowex; (3) defendant had an investment in servzng.lo&on

School that it wanted to protect- and (4) PUD- had a greater power }
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supply available in 1963 and at a lower cost.

PUD did not bid on Toyom School but it did bid below its
‘ published rates for the other schools. Defendant was awarded'the
contract to sexrve all of the schools, its proposal being.about’lo
percent less as to total charges than the bid of PUD when-sll schools
were considered. Said contract was filed with the Commissionfonh.
Octobexr 23, 1963 under the provisionsvofssection X, Parsgraoh B of
General Oxder No. 96-A. The Commission reserved the right to review
the reasonableness of the provisions of said contract.

Buckeye School is served undex defendant s filed Schedule
A~13, General Service - Demand Metered, which is available throughout:
defendant 8 terxritory to schools with requirements similar@to-Buckeye~
School. A witness for complainant testified. that PUD officials hsd
stated 1t would mot be feasible for PUD to sexve the Buckeye School B
Distrmct simply due to proxim:ty of the schools to PUD, but that
there would be a goodlpossibility of being served<by PUD if\the area
were ‘anpexed to PUD. The witness furthexr testifred there had been o
no effort to establish PUD service to the ‘Buckeye School and that ‘
~ there was not any immediate prospect of obtaining PUD service. uCitv'
oflReddlng_officials advised the witness for complaipapt that it
would not be possible to serve the Buckeye.School'becaﬁse'oflan-
agreement between the city and defendant that the city would not
serv?ce outside of its limits, However, the witpess Ststed his beliefv
thst"the city could serve outside its limits if the couneil approved,
since “the city is presently serving one of complainant's schools _
with;n the limits of the city, said school being" six-tenths of a mile
from Buckeye School. | |

' The principal issue before the Comm;ssion is whether defend-

ant, by providing service to Toyon School and Toyon House at lower '
rates than the rates charged for service to Buckeye School is in
violation of Section1453‘of the Public Utilities Code. oThe‘question

by




: ofvreasonableness‘of-the level of the rates is not before the

Commission.

The pertinent part of Section 453 of the Public Utilities
Code provides:

'"453. ... No public utility shall establish or
maintain any unreasomable difference as to rates,
charges, service, facilities, or in any other xespect,
either as between localities or as between classes
of service. The commission may determine any question
of fact arisiog under this section,'
Complaimant contended that if defendant, as a competitive measure,
adopted a policy of giving rcduced‘retes to schools, then it oust
give reduced rates to all schools similarly situated. .Complcinanc
argued that defendant?s.reliance solely upon the coﬁpetitive situa~
tion was not sufficient to justify charging for service to Btckeye-
School three times that charged at Toyon. Further, compleinept3'
argued that the facilities at Toyon we:e-not llkely to be oegvedlby
PUD because it cannot be annexeo due to interveningvland’ Evenlifv
the situation at Toyon is conceded to be comperitive in that the
service might be lost by defendant due’ to an axrangement for service :
from the 13.8 kv line owned by the U S. Bureau of Reclama:ion com-
plainant argued that at Buckeye School a much more competitive
situation exists due to the proximity of the 115 kv line and the"
City of Redding.
Defendant argued that complainant did not prove that ‘the
Buckeye School is im a competitive situation similax to that of
Toyon School; that, as complaipant's witness testified' there is-no
present anticzpation of Buckeye School receiving electric 3ervice
 from apy source other than from defendant- that the physical location :
of the two schools with reSpect to proximity to lines from which-
anyone other than defendant could practically and economically render!-
service in the near future is entirely dissimilax, and that since

Buckeye School is not similaxly situated to Toyon School there" is
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no discrimination as a result of the difference in ranes charged
tbe two schools. Defendant pointed out that in Decision No. 56242

in Case No. 6011, authorizing special low xates for the Shasta Dam
Rate Area, this Commission said-

"In oux opinion, re3pondent [PGSET has the legal
right to reduce its rates io ordex to meet in good .
faith the competitive rates being offered by the
Shasta Dam Public Utility District, arguments of .
certain coungsel to the contrary notwithstanding.
There is ample nrecedent for such action, both in
this Commission's prior determination and in those
of other states. The long and unbroken line of
legal authority and precedent in such respect over-
whelmingly sustains the xight of a utility to meet
in good faith a competitive rate without rendering

itself subject to a charge of unlawful locality
discrimination.™

Defendant axgued‘that‘the~1aw has become 8o well established
that the cases nodlonger qnestion-the‘power of the Comnission to
authorize a rate difference in the‘presence of competition, but are
concerned ipstead with the questions as to whether competition does
in fact exist and whecher a reduction in rates will burden ocher
customers.‘ |

Defendenc maintained that the facts est&bliohfthac:; A
competitive'situation exists at Toyon School, wnerease«competitive
situation does not exiet at Buckeye School; the lower rate at Toyon
.School will not burden other ratepayers and defendant 80 scipulated
io its Advice Letter by which it filed the 1963 contrect with the
Shasta Lake School District; and no reason exists to give a lower
rate to Buckeye School than any“other school receiving service under
Schedule A-13. L |

Defendant moved that the complaint be diamissed

We take official potice of defendant' s filed tariffs.

We pote that this record contains no showzng of the costs
to sexrve Toyon School or to serve Buckeye School end that it does not
‘contain any showing of service conditions to 3upport price differen-

cials, other than those eonditions that relate to competition ec

-6~
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the two localities.

Findings

Upon comsideration of the evidence the Commission finds that:

1. The bill for the typical energy\consumptionvof 26,060' |
kilowatt-hours, with a 200 ki;owatt billing demand, at Buckeye*School'
is $431.60, and the bill for the same consumpﬁion at IoYon‘SehooI
and Toyon House is $162.00. | | |

2. Defendant by Advice Letter No. 219-E filed Cal. P. U.

Sheet No, 3800-E, effective July 1, 196& delineatingethe Shesta Rate
Area which surrounds all of the territory of. Shasca Dam |
Public Utility Distxict aod the Shasta Daw Rate Avea, and said sux-
rounding'territory encompassesvbo;h Toyon School end'Toyon Hoﬁsevand
Buckeye School. | / |

| 3. Defendant requested and received by Decision No. 56242
authority to set up the Shasta Dam RateﬂArea, a special rate area,
and to charge less than system rates therein for geveral service
(Schedule No, A-40Q), for gemeral powef sexrvice (Schedule No. A-4i),
and. for domestic service (Sehedule No. D-40), in order to meet compe-‘
tition W1th1n said area of Shasta Dam Public Utility Dis:rzct.

4. The Shasta Dam Rate Avea is by defendant's request“and by
authorization of this Commission defined as the area withip which
competition exists betweep defendant and Shasta Dam Public Ucility
District.,

5. Competition to resder electric service to Toyon School and
Toyon House has not existed and does not exist. |

6. Defendant does chaxge less thanp system rates for service to
four scheools ip the Shasta Rate Area and the Shasta Dam Rate Axea.,

7. Defendant does charge less than systcm rates for oervice

to one school outside the Shasta Dam Rate Area and inside the Shaata
Rate Area.
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8. The maintevance by defendaot of rates for service to a

school within the Shasta Rate Area which are lower thas the rates
| availéble to oche; schools of similar load chaiacteristicéloca:ed
within said area is an unreasondble‘differencé in rates which unduly
discriminates between localities. | |
9. The maintenance by defendant of rates for service ﬁo Toyon
School and Tbyon House within thershasta Rate Area that are lowei
than the rates available to complainant at‘Buckeye.Schooi‘is ap un-
reasonable difference ip rates which‘unduly‘disctiﬁinatés againéc
complainant., o w |
We conclude that defendant should be ordered to femoﬁg the

discrimination described in the above findings.

IT IS ORDERED that: |

1. Defendant's motion to dismiss this complaint is denied,

| 2, Defendant Pacifié Gas and Electric Company is heréﬁy
directed, within sixty days after the effective date of this order
to-reﬁove the undue discrimination, more specifically set fortﬁ in
ﬁhe findings in the foregoing opinion,

3. If defendant reﬁoves the undue discrimination by lowering
rates for electric service to Buckeye School, defendant in-fﬁtﬁte
electric rate’proceedings shall compute its gross eléctric revenues
asvthough systemwide rates were applied in the Shasta Rate Area, -

The effective date of this order shall be the date hereof.
Dated at San Francieoo , California, this
| __[ﬁ”__'day of 00TORER -, 1964. |
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‘ X boling
cemmissionor Everett C. Ycloage,
;ecossdrily absent, @id pot,participa;o.
in the disposition of thls procoedinge




