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Deciston No. 84802 ORIDIHAL
3 nuvui‘ _ « o
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALTFORNIA
Ronald D. Reitz, individually and as ) . .
representative of all members of the
class simflarly situated,
| . Plaintiffs, . ) | N
. vs. , | Case No. 9730 e
L : (Filed May 6, 1974)

Southern California Edison Company ‘ o
and Southern California Gas Company,

public utility companies of the State
of California, o , o

-Défer;dénbs.'

Ronald D. Reitz, for himself, complainant.
ter, Willlam M. Pfeiffer, amd David B.
Follett, by David B. Follett, Attorney at
Law, for the Southern California Gas Company;
and John W. BEvans, Attorney at Law, for the
Southern California Edison Company; defendants.

QRINION

This is a complaint by Ronald D. Reitz (Reitz) against.
Southern California Edison Company (Edison) and Southern California
Gas Compsny (SCG)s The complaint involves the deposit rules and -
practices of the defendants. - o . o ,
- A duly noticed public hearing was held in this matter before
Examiner Donald B. Jarvis in Los Angeles on October 17, 197k,and ft
was submitted on October 22, 1974. | B




Reitz does not challenge the valid:[ty of Fdison's and SCG's
establishment of credit rules.l He chal.‘l.enges various aspects of
the rules and the manner in which they are applied. The material
issues presented by the complaint are as follows: (l) I3 the inter-
est rate of 6 percent, which Edison and SCG pay on customer deposits
unreasonable? (2) Is Edison's practice of not transferring a deposit
when a customer moves, but still remains within its service area,
unreasonable? If so, is Reitz entitled to reparations herein?

(3) D1d sce :[mprOperly refuse to rei‘und a depos:[t a]_'l.egedly ‘made

by Reitz" : :
| Both Edison and SOG have tariff prov:[s:tons which provide for
. the payment of interest at the rate of 6 percent per annum on deposits
retained for a period of one year or more. Reitz contends that the
- rate of interest Iis 1nadequate and should be higher. He argues that
corporate borrowers must mn-rently Pay a higher rate of Interest to
secure money and that customers who put up a depos:tt should be ,
entitled to a similar raw. Reitz introdaced no evidence in supporb
of this contention. :

The reason for ules dealing with establishing credit,
including deposits, were stated in an early Commission decision:

"The question is frequently asked: ‘UWhy does a
water, gas, electric or telephone utility have
the right to demand payment in advance, or
deposits or other security t¢ insure payment
for service to be delivered, while the ordinary
tradesman does not make similar demands?'

1/ A deposit may be required if credit is not otherwise established.
See Mune r et al. v PT&T Co. et al. (1969) 70 CPUC 38, 48, :

aft y appe smissed for want of federal
question z.oa Us 931. _
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*The answer is that the condition of the tradesman
is entirely different from that of the utility.
The tradesman sells only to whom he pleases. If
he does not like a person or believes that his
credit is not good, he is free to demand cash on
delivery or to refuse to sell at all. The utility
oz the other hand, is obliged to supply its service
vo all who demand it within the area t¢ which the
utility's obligations extend. As the law now
stands, a baker may refuse to sell bread, brt a
water utility may not refuse to sell water to any
one who complies with its reasonable regulations.
Water, gas, electric and telephome sexvice have
come %o be regarded largely as public necessities,
and they may not be denied even to the impecunious
or %o the financially irresponsible members of the
public. Hence, unless some measure of protection
is accorded the utility, it will find itself in
the position of having delivered, under compulsion,
service for which It receives no pay. Such a
condition not merely decreases the ability of the
wbilivy to perform effectively its duties to the
pPublic, but also affects injuriously those cor-
sumers who pay their bills and who, in the last
analysis, will have their rates Increased by the
failure of other consumers to pay their bills."

The record indicates that the four la:-gest California utilities pay
interest on deposits held for a year or more at the rate of 6 perceat
per annum. The Commission takes official notice that the rate of
interest presently paid on savings accounts by California banks is
-5 percent per annum and that the rate of interest baid-: by
California savings and loans on passbook accounts is 5% percent per
a\nm:un._2 In the circumstances, we ﬁn_d the rate of interest paid on’
deposits by Edison and SCG is reasonable. - |

.-

2/ Becaunse of the smaller amounts genmerally involved in deposits,
we do not look t0 the rates of term deposits which require

ndnimm awmounts of $500 or $1,000.
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: Reitz next con@ends that Edison's re.ﬁzsal *to‘f tra:).sfer. :
deposits Is in violation of its tariff and is unx_'eaSOna'plei.'y - EdiSon's
tariff providess | | o o

*Rule 6. i L . _
*A. Establishment of Credit - Domestic Service.
Bach applicant, before receiving domestic
service, will be required to satisfactorily
establish credit which will be deemed
established: o T

*  »  »

2. I applicant nmakes é. cash deposi‘tt to
secure payment of bills for electric
service as prescribed in Rule No. 7;.
or « , o

C AN

If applicant has been a customer of the
Company within the last two years and
during the last twelve consecutive months
of that prior service has had not more
than two past due bills as prescribed in
Me NO- ll"‘_A;‘oo-o” ‘ . S

"Rule 70 . i .

*A. Amount of Deposit. The amount of deposit.
required to establish or re-establish credit
is twice the estimated average monthly bill
if the billing period is monthly, or 1-~1/2
times the estimated average bimonthly bill
if the billing period is oimonthly, or twice
the estimated average weekly bill if the
billing period is weekly, but in no case may
the amount of deposit be less than $5.00.

3/ The record indicates that SCG transfers deposits when a customer
moves within Its service area. . A -
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"B. Return of Deposit.

l. TUpon discontinuance of service, the
. utility will refund the customer®s
deposit or the balance in excess of
the unpaid bills for service.

A deposit is refundable when the periods
covered by bills paid before becoming
past due, as prescribed in Rule No. ll-A.,
are equal to one year. : :

3. The utility may return the deposit at
any time upon request provided the
customer's credit may otherwise be estab—
lished in accordance with Rule No. 6.

Interest on Deposit. The utility will 16:a'y
interest on the deposit at the rate of 6%

per annum. Interest is payable for one year
on the date the deposit first becomes refund-
able, as provided in Section B.2., and for any
additional period thereafter up to the date

of refund or the date upon which a check is
mailed to the customer. Interest will not be
paid for less than one year."”

The record clearly Indicates that if an Edison customer is
required to establish credit by paying a deposit under Rule 6(A)(2)
and the customer moves to another location in Edison's service area
within one year, Edison will nottransfer the deposit. It refunds the
deposit at the old location and requires a deposit at the new one.
The new deposit is not refunded for a period of one year from the
date it is received. Edison will not tack together consecutive
periods of service at different locations within its service area.
Edison contends that the word customer in Rule 6(A)(4) means customer
at a particular meter. Under this interpretation, Edison requires
customers who have moved but regularly paid their bills to make
deposits, which do not draw iInterest, for periods far :Lz':.,'excessv of
one year. In the case at bench, Reitz applied for service in Pomona
in March of 1973. At-that time, Edison required that he make a $30 -
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deposit to establish credit in order to obtain service. Reftz had mo
past—due bills at his Pomona address., In August 1973, ‘Reitz moved to
San ‘Bernardino, which is within Edison's authorized service area. |
Reitz requested service from Edison at the San Bernardino location.
Edison again required Reitz to establish credit in order to obta:tn
service by making a deposit. Edison rei‘used to transfer the deposit
which Reitz furnished in Pomona. Reitz made an additfonal deposit of
$30 in order to obtain service. The $30 deposit made 4n Pomona was
returned to Reitz after a period of time. Edison refused 1;0 return
the deposit made in San Bernardino or pay interest thereon until
September of 1974 at the earliest. Thus, under its tariff :Lnterpre--
tation, Edison held Reitz's deposits for a total continuous period

of at least 18 months without paying any interest thereon. ' Edison’
contends that the word “customer” in its Rule 6(A)(4) means customer
at a specific meter. Ed{son's snpervis:!.ng ratve engineer testified
that:

"I know from my own experience that Edison has long
considered the term 'customer® to be applicable to
a person who's receiving service at a spec:f.f:tc
location through one meter.

"In other words, the customer is the person asso—-
ciated with a single account of Edison, and in
writing these present rules for credit and deposits
and refunds of deposits, it is believed that the
words are used in the sense that has — that is
mgl accepted by the utility employees."”

Edison also contends that if it is required to transfer
o deposits its operating expenses will be Increased which would be
i reﬂected in its rates. = ‘
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_ Edison's interpretation of its Rules & and?is "ﬁnt_en'able |
as to its logic and comtrary to historical precedent. Rules 6 and 7
are establishment of credit rules. Their purpose is to insure that
those receiving utility service pay their bills, (Nunemaker et al. V-
PT&T Co. et al., supra, at p. 46.) It is the credit of the customer
which is established under such rules. We fail to perceive any |
rational basis for tying the determination to service received at one
specific meter. In any event, this point was specifically determined
coxtrary to Edison's contention in 1915 in a proceeding in which
. BEdison was a party. In Re Deposits (1915) 7 CRC 830 the Commission
held at page 850: ' , Lo
‘ "Frequent inquiries have been made of this Commission
concerning the period of time dwring which a utility
may retain a deposit which it has demanded to guar—
antee payment for metered service. The suggestion
is constantly made that after all bills have been
promptly paid over a period of time, such as a year,
the consumer's credit should be deemed established .
and the deposit returned to him. Attention is also
drawn to the frequent difficulty of finding consumers

after a period of years, for the purpose of returning
a deposit. ' : R

"A consumer naking a deposit covering service at one
location shall have continuing credit therefor i1f he
transfers his service to another locavlion before the
deposit is returped to him." . o

Edison's contention of increased costs has no merit. Othé':.‘_utilities
subject to the Commission's jurisdiction transfer deposits and this
has not had any significant effect on their operating expenses.

| In the circumstances, Edison should be ordered to transfer
customer deposits and permit the establishment of credit for '_coﬁt.::nuous
payment of bills by counting all service furnished at one or _morq | .
locations within its service area. Reitz‘f Shot_:l.df be’ awarded rgpérations "
for the interest which should have been paid to him with interest -

thereon. .
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The 'remai'.ning point to be considered :I.s-_whethefr_:SCG has |
improperly refused to return an alleged $15 deposit. There is
conﬂicting evidence on this point. SCG interprets its tarifi‘s 0

- provide for transferring deposits. When Reitz moved from Pomona. to
San Bernardino, SCG refunded the $15 deposit which he made in March
1973, less the amount of Reitz's closing bill. Reitz contends that /
he was required to make another $15 deposit to receive service in
‘San Bernardino. SCG contends that no deposit was required or received
from him. Reitz has no receipt for a subsequent deposit. He intro-
duced an affidavit from his wife stating that such a deposit was made.
SCG introduced evidence that it had checked Reitz's account file, and’
for the period from August to November of 1973, all of its deposit
records, a computer printout list of deposits, all deposit stubs and
their transaction: register, and that it was unable to f:[nd such a
deposit. In addition, SCG examined the division overage and shortage
register for the entire year 1973 and was unable to locate such a |
deposit. On the evidence, we find that Reitz bhas failed to establish |
that any deposit was made in August of 1973+ \

‘No other points require discussion. The Comission makes
the i’ellowing ﬁ.ndings and conclus:f.ons. ‘ ' |
ﬁndings of Fgct ‘

1.  Edison and SCG have eetablishment of credit mles in their
tarii‘i‘s. These rules provide for the payment of a deposit if a
customer's credit is not otherwise established. Edison and SCG bave
taxiff pmvisions which provide for the Ppayment of interest at the ,

- rate of 6 percent per annum on deposits retained for a period of ene"’ R
vyear or more. o C
" '2.  The purpose of deposits is to insu.re payment of bills a.nd

: not to raise capital for utilities. ' o :

,‘

-
-




3. The Commission takes official notice that 'the rate of
interest presently paid by California banks on sav:!.ngs accounts is
43-5 percent per annum and that the rate of interest. presently paid |

by California. savings and loans on passbook accounts is 5& porcent
per annum.

L. The rate of interest paid.by Edison and" SCX.‘- on. deposits
held for one year or more is reasonable.

5.  Edison's tariff Rules 6 and 7 are as follows.
"Rule 6. :

"A. Establishment of Credit - Domestic Service.
Zach applicant, before receiving domestic .
service, will be required to satisfactorily

establish credit which will be deemed estab—
lished:

1. If applicant is the owner of the .
Preumises to be served or of other real
estate within the territory served by
the Company; or

If applicant makes a cash deposit to-
secure payment of bills for electric
service as prescribed in Rule No. 7; or

If applicant furnishes a guarantor,
satisfactory to the Company, to secure
Payment of bills for the serv:f.ce
requested; or

If applicant has been a customer of the
Company within the last two years and
during the last twelve consecutive
months of that prior service has had
not more than two past due bills as
prescribed in Rule No. ll-A; or

If applicant's credit is otherwise
established to the satisfaction of

the COmpany.
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"Rule 7. | - ~ L
"A. Amount of Deposit. The amount of deposit

required to establish or re-establish credit .
is twice the estimated average monthly bill
if the bdilling period is monthly, or 1-1/2
Yimes the estimated average bimonthly bill
if the billing period is bimonthly, or twice
the estimated average weekly bill if the
billing period is weekly, but in no case may
the amount of deposit be less than $5.00.

Return of Deposit.

1. TUpon discontinuance of service, the
utility will refund the customer's
deposit or the balance in excess of
the unpaid bills for service.

A deposit is refundable when the
periods covered by bills paid before
becoming past due, as prescribed in .
Rale No. 11-A., are equal to one year.

The utility may return the deposit at

any time upon request provided the
customer's credit may otherwise be

§sta’glished in accordance with Rule
Qe - ' )

Interest on Deposit. The utility will g -
interest on the deposit at the rate of ;'y
per annum. Interest is payable for one year
on the date the deposit first becomes refund-
able, as provided in Section B.2., and for
any additional period thereafter up to the

- date of refund or the date upon which a check
is mailed to the customer. Interest will not:
be paid for less than one year."

__ 6. Reitz requested service from Edison at the San Berxia:di'no
location. Edison again required Reitz to establish credit: in order
- %o obtain service by making a deposit. Edison refused to transfer =
- the deposit which Reitz furnished in Pomona. Reitz made an additional
" . deposit of $30 in order to obtain service. The $30 deposit made in
Pomona was returned to Reitz after a period of time.. EciiSon‘ reﬁ:sed B
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to return the deposit made in San Bernardino or pay interest thereon
until September of 1974. Edison held Reitz's deposits for a total
continuous period of 18 months without paying any interest thereon.

7. If a customer of Edison is required to establ:[sh credit by
paying a deposit under Rule 6(A) (2), Edison will not transfer the. i
deposit if the customer moves to a.different location within Ed:!.son"
authorized service area. This practice is in violation of Edison's
tariff and is unjust, arbitrary, and unreasonable. | \

8. Edison refuses to consider consecutive periods of service
to a customer at different locations within its authorized service
area in applying Rule 6(A)(4) and 7(A)(2). These practices are in -
violation of Edison’s tar:.ﬁ‘ and are un;jusb, ar'b:[traxy,ancr unreason-‘
able.

9. Reitz applied to Edison for'electric servicé at‘ 2961 ‘North
Garey, Pomona, California in March of 1973. At that t:f.me Ed:[son
required Reitz to make a $30 deposit to establish credit :Ln order to
obtain’ the service.

10. Reitz had no past—due Fd:t.son bills wb.:(.le he res:!.ded. at the
Pomona address.

11. In August 1973, Reitz moved from Pomona to 3557 North E
Street, San Bernardino, California, which is within Edison's autho~
rized service area. Reitz requested service from E‘dison at the San .
Bernardino location.. Edison ‘again required Reitz to establish credit
in order to obtain service by making a deposit. Edison remsed to
transfer the deposit which Reitz furnished in Pomona. Re:r.tz made an
additional deposit of $30 in order to obtain service. The $30 deposit
made in Pomona was returned to Reitz after” a period of time. Edison

“refused to return the deposit made in San. Bernardino or pay interest

- thereon: until Sept.ember of 1974 at the earliest. ' Edison held Reitz‘
deposits for a total continuous per:!.ocr of at least: 18‘- mont.hs without

paying any interest thoreon. ‘
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12. Reitz is entitled to reparations in the amount of interest
improperly withheld by Edison on his $30 depos:tt from March 1973
until said amount is paid. The amount due shall be calculated at t.he
rate of 6 percent per amnum from March 1, 1973 until the date of | 7
payment thereof. No discrimination will result from the payment of / '
interest on reparations for aid amount. In addition to the repara-
tions ordered herein, Edison should pay interest thereon from March 1, _
197, at the rate of 7 percent Por annum. ‘

13. Proper application by Edison of its tariff Rules 6 and 7
will have no substantial impact on its operating. expenses.

14. In March 1973, Reitz applied to SCG for gas service at
2961 North Garey, Pomona, California. At that time SCG required
Reitz to make a $15 deposit to establish credit in order to obtain
service. :

15. In Auvgust 1973, Reitz ‘moved from Pomona. w‘3557 Norr,h E
Street, San Bernardino, . Calii’ornia, which is in SCG's authonzed

~ service area. -

16. SCG's operating practices provide for the transfer oi‘
customer deposits. However, in the case of Reitz, SCG retunded the
$15 Pomona deposit, less the amount Reitz's closing Pomona b:!.ll of
$3.96, for a refund of $11.0L on September 9, 1973. Reitz sui‘i‘ered
ne prejudice by the early return of his deposit.

17. SCG did not require Reitz to furnish a deposit in order '
for him ro receive service at his San Bemardino address nor did they
receive any deposit from him in connection w:x.th that service.
Conclusions of Law ‘

1. The rate of :x.nterest paid by Edison. and SCG on deposits
held for one year or more is reasonable.
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2. Edison should be ordered to transfer a customer's deposn.t.‘
rade under its tariff Rule 6(A)(2) If the customer moves to another
location within Edison's authorized serv'ice area during a period in
which Edison requires a deposa.t.

- 3. Edison should be ordered to consider consecutive’ per:.ods ‘of
service to a customer at different locations within its authorized
service area in applying its tariff Rules 6(A)(4) and 7(A)(2). |

- 4. Reitz should be awarded reparations calculated as follows:
The sum of the calculation of 6 percent per annum applied to the
amount, of $30 for the period from March 1, 1973 to the date of pay-
ment thereof with interest thereon at the rate of 7 percent. per
acpum from March 1, 197L until the date of payment.

5 Reitz is entitled to no other relief in th:.s prooeeding.

IT IS ORDERED that: ‘

1. Socuthern Cm.ii‘ornia Edison Company shall ransfer a cus~
tomer's deposit made under its tariff Rule 6(a)(2) it the customer
moves to another location within Edison's authorized service area
during a period in which Edison requires a deposit. : ,

. 2. Southern California Edison Company shall, in appiying its
toriff Rules 6(A)(4) and 7(A)(2) utilize consecutive periods of
service to a customer at differeut locat.ions w:x.thin i'c.s authorized

semce area. : : ~ / ’~
‘ - 3. Southern Calii‘omia Edison Company shall. pay to Ronald D. S
P.eitz as reparations an amount calculated as follows: The sum oi‘ the
calculation of 6 percent per annum applied to the amount of $30

from March 1, 1973 to the date of payment thereof with interest there—

on at the rate of 7 percent per annum i‘rom March l, 197&- uutil B

the da'ce oi‘ paymeut. | ' ‘

o




: L. Ronald D. Reitz is entitled to no other relief in this o
proceeding.
~ The effective date of this order shall 'be twenty da:ys
after the date hereof.. . | | ,w
Dated at _San Franciseo _» California, this. /95
day of _____ puRUST ' | D

Tommissioner Vernon p 'Stargeén,"bdine
pnecossarily absent.' did not. participate
1n tho dzsposit:.on ot Y.his promdins.

.. qf':.




