Deciéion- Ne. 35321.

BEFOSE THE RAIZROAD COISTSSION OF THS §

- In the Matter of the Application of
SOUTHERY CALIFORNIA EDISON CONPANY
LID., a corporation, for an Order
of the Rallroad Comrdssion of the
State of Califernia approving and

 authorizing a certain agreemeat by

and between Applicant and ohn.l 04l
.Company , Lncorporated. '
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Avplication No. 24753 /%
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HAVENNZR, COMISSIONER:
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| In *:.hi.s appliéa*gion Southern Califormia ﬁéison Compary Ltd., hereinalier
~ sometimes "rcfc;'red ﬁo as Applicant, roquests authorization o.‘.‘ tﬁm certain agrec-
ment dated January 22’. 1942, with Shell Oil Company, hersinalfver 3or.et...mf-s re~
ferred toaz Customér, dealing with the sucoly“...ng and selling of elcctric energy
%o the Cu.s ..o'ner’s Dom.nguez Refinery located in the Cou .'c.y of Los An;;cles. A copy
of this agreomont is. mar;ced ::du.bit MA" and 45 attached 40 and made a pa.“* of the
application.
A publ:.c hcaring on the application was held in zhe Commiésion courtroon
_in Los Angeles on Mrch 5, 1942, at which time evidence was taken and ..he zatter
submitted for cdecision. ” |
% appears from the appl..cation and the -ecord of the hearing ."m* '
‘A:p,icant has been sewing the Customer at its Do'r:..nguez 'Qei".nery for ...a:y _,'ea
anc that such service 'ha.s been rendered and paid for in accordance with the rates
and coadit ons as provided in the Sublizhed tard 423 of apelicant. me applica Lon
shows and the record further d...sclosca that he January 22 agreemem o"ov‘ des . "o*‘
a di eren* and & lowe o.te han Customer has herc-to pa..’x.d and less %han p*ovidﬂd
by A*ap...icant's Lled t.a.ri .' The rate and .,pecial condition.. provi c‘.ed in the

agree'ncnt are practically ide'xtical with those in two other special agreements,
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heretofore authorized by this Commizsion. The anrcements referred to are 4hose
vith the Stundard 0Ll Company of California (Decision No. 33937) an& Richfield
0Ll Corporation {(Decizion Mo. 33938) unde» date or February 25, 1941. The use
of the eicctric scrvice is likevise the same; namcly; for oil rofinery opefations.
The reasons advanced for of £fering a lovier ratve maj'be summarized as:
(1) that Applicant ha, a3 surplus of unusel genorating capacity, (2) that Cuuuo~e.
is in a favorable pozition in that it cowld install itz ovn gcncr':;np Lfacilit icq
and procduce its eleetrical reouirements 43 a by-product and at lov cost bccausc
of the large quantities of stesu "cau_rcc in its 0il refinery operat (3) .ha*
it is aecessary for npvl.caax to reduce its rate in ordcr %0 meet this conpet;tive
situation; (4) that while the rate proposed will not retura full costs, &t will
return.something mbrcithas oum-of-pockeﬁ costs} and (5) that it is further neces-
sary to grant the rate proposed in order that there may not be discrimin#tioh
between customers of a like character. |

If the conditions enuﬁerated were in fact obtaining, then I undoudtedly

would "ecomncnd authorization in a manner similar to like previous order . The

record devc*oped at the public hearing, in 2y opinfon, shews otherwise.
Sometbinp over a year has clovsed since the agreements with Standa*d
0il and Rmchfield were gumhoriged and this country is now engaged in 2 vorld war
Power *cquircﬂcnt, of the industries that Applicant serves have crown and are
continuing to crow at a rapid rate and, ip order to meet these demands this‘uzi-
1Aty is engaged in a program of expansion that is callzrf for new capit*” %0
augmenx its production facili;ics. Béc:use of such expansion there is some re-
serve capacmty, but tLis is .bsential znd necessary to »rovide for‘rggular ané
special war lead growth. b3 the load ere under consideration was subject o
shuiéff and vas actually s0ld on 4 surplus or awap basis, in refercnce to éervice
a3 well as to rate, thcn auvho*iz«tion in my opinion would be app*op*ia Eovi-
‘ever, the ag*eemenz does not pﬂovide for shutoff and as & matter of ct he ime
portance of thc refinery operations are such as o likely preclude cny shutdovas

- because of power chortage during the war peried.

-2—




The conteﬁtion that Customer can geserate its own electric regquirements
largely as a by-péoduct, due to the large quantities of process's:cam requiféd
ih its »efinery operations, can be acceptec provided plont facilities can be in-
stalled; :A witness for Applicant testified that in all probabiiity-no generating
equipment could now be secured. This ungquestionadbly is the fadt: Accordingly,
there is no need to gr at d rate oelow costs Lo serve in order to mect .2 competi--
tion iﬁat is not real and does zot nov exdst, nor ig likely'to become effective’
in thc.immcdiéte future.

If the Shell 0il Coméanycl) iz not granted the proposed éontraci rate,
4t is clear that it will be paying at o higher rate than either Standafd or
Richiield, Vhea thé Stondard and Richfield agreements vere auzhorized,‘the
record cleafly shoved that each was capadble of roing ahead and installingvits
ovia plant. In so far as sgrplus capacity‘is invoived, evea at the time theéc

two agreements wore passedlupon, the Commission called the perties' attention to

the apparent uncertainty of the so-called surplus copacity, ond varned Applicant

of its responsivility. (2

It secms clear that where a surplus commodity is for sale, the extent
of such service must be limited to the cmount availavle., In the instant case,
the record is cléar;-therc is no additional surplus capécity in the seasc here
used aﬁd, accordingly, the Shell Company should continue :é pﬁrchasc itz require=-
nents on the regular published tariffﬁ.

Under the circunstances obtaining in the instant case, any differeaces
in rates that éay exist amons tﬁe three oil refimeries herein discussed appear
enzircli recsonable aad justilied an& I, thercfore, recommend that this applica~

tion be denied without prejudice and submit the following form of Orcer.

(1) The record shows the actual 1941 billing of Shell was 257,700 or &t 6.6 mills
per kwhir, and if Shell rearranges its wiring for single metering, & billing
of $233,700 or at 6.0 2ills per kvhr could be rexlized, Under the proposed
contract with sincle meterins the corresponding billing would be {200,000
and at the rate of 5.1 mills..

(2) Frem Decision No. 33938:
"It i3 the opinion of the Commission that Applicant should not make czpital
investments in nev production facilities in order to serve loads of this
character, and, vwhea service of thic nature is made, it should ve linited
esseatially to the utilization of surplus or unused system capecity. The
Commission will expect Applicant 40 carefully supervise its future expansions
in order to kKnow that loads of this ¢horacter will not ve a burden to the
system.” ' : :
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A public hearing having been held in the above entitléd matter, and the
Comiscibn having cozsidered the evidence submittéd at zueh he&ﬂ.ng, anc 1t belng
of the opinion that .,ad.d applicatim should bc derded without prei: c‘.i.ce, there_o*'ﬁ

I7 IS HERZZY QRDERED that the above ontitled app...ication be and the
same 43 denied without prejudice. |

'I‘he i‘or»going Opi.nion and Order are horesby approved and £iled as the

Opin_.on and O*dﬁr of the Ra.ilroad Comzission of the State of Ca:Lifomia. |
Cated at San’ Francisco, California, this ,5 E: day of May, 19L2.
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(Comtsstoners)




