
Decision ~o. ~~ , 

BEFOP..E 'I"'rIE RA!::'P.OAD CO:,j1'!ZS!ON 07 TH'S STATE OF CALIFO?J.;"IA 

) 
In theUAtt~r o~ the Application o! ) 
SOU'l'HER.": C.4UFOR.~A mISON COWPlw'Y ) 
LTD.~ a corporation, tor an Order ) 
of th~Railroad Co==iz3ion o! the ) 

. Stat~ . of C3li!o':'nia.' a:o,:ocoving ;wld. ) 
autr.orizingacert~ ag:"eeme~tby ) 
and bctw~en' Appliea."lt. and Sh~ll. Oil ) 
Company, Incorpora.ted. ) 

-----------------------) 
HAVENNZR, comsS!O~iER: 

O?!NIO!-: --- ... --_. 
In thi~ ~pplication Southern Cali!o~~a ECi30n Co~par.y Ltd., hc:"eina!:cr 

~o~etime~ referred to ~ Applicant, request~ 4utho:"ization ot that ce~~n ~erce-

l':l.ent dated. Jo.nWJ.ry 22, 1942, with Shell Oil COlnPa."lY, he~inai'ter 3o:-.etil:e3 '!'c-

to the C1.l3to:ne:r T 3 Dooinguez Refinery located in the CO\:.nty o~ los A.'\C;e1e3.~ A co,?,! 

of thi~ agreemont is. marked ZXhibit "A" ao"lC i= at:t.3.chec to nne mace 3. j:l3.:'t 0: the 

Ilpplieation. 

A public hearing on the a.~licatio~ wa~ held in the Como1:zion eou.~'!'oo= 

in !.o~ Angeles on 1!arch 5~ 1942, at which tice evid.ence w~ taken and the ::a.tU!lr 

3ub~tt~d for d~ei3ion. 

It appears froo the application a.~C the record ot th~ hearing th4t 

.lnd condit!.on~ ~ provided in the ~tt'oli3hed ta:-i£fo of Ap~liennt. 'rhe' applieetio::. 

by A~plics.nt t s filed. t:l.ri!!':. The rt:!. te and ,peeitJ. cenCi tions p::'O"Iided in tbe 

agreement are practically ide~tical with those in t~~ other ~peci~ ~groemcnt~, 
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heretofore authorize4 by tti~ Co~~:~ion. The a~eem~nt' ~e!erred to 3re ~hos~ 

v:itr. the $twl.cu;:-d OU Compo.r.y ot: ~lit:orl".i~ (iJecisior.· No. 33937) and Rieb!ield 

Oil Corpor~tion (Deci~ion ~so. 33938) Uo"lQe:- d.3.te ot Fe'oruarJ 25, 1941. 'The use 

of: the el,ectric se~'!e i::l li~e'dse t~o ~e; !'l.'3.mely, .to!' oil r(J!in~r:r o~ratio!"~. 

The :'ea,ot'l3 .ldv.l.."lced !or o!'!er1ng a. lowe:, rp.t.e rntJ.7 be ::umm.o.rized .13: 

(1) tMt Applicant iul.: .l. ~plu, ot: unu:ec. eetlera.ti~ ca.?-lcity;.· (2) thAt Cu~o!:e:, 

is ~"l ~ favoraole po~i~ion intr~t it coul~ install it' own eener~tL"le !aeilitiez 

:Lrl.d proe.uce it~ eleet,:"'.l.cal requircaetlt: CJ.:J a bj-proeuct ~":.Ii Olt 10\1; co~t beeo.~e 

ot: the ~rge C1uan:t.it:l.o~ o! stean.. rC-=luireQ. in itz oil refinery operllti~'::i (3) that 

it is nece~sar.r tor APplica."lt to reeuce it~ rate in orde: to ~eet th~ co=petitive 

::ituat:i.on; (4) that while the :'ate propo3ed 'Will not return !ull co=t.:s T it will 

return sOl'Jethir~ more thl.:. out-ot-pocket cost:; .l."ld (5) t~t it i:s i'urther neces':' 

~ to cr~nt the rate propozed in order tr~t there ~y not oc Ci~crir~tion 

between customer~ ot a like c~~acter. 

It the conOi~io~ enumerated were i.~ t:.lC~ obtaining, then ! undouotcQly 

would !"eeo~end ll.uthoriZ.:l.t.ior:. i.."l 0. mo.nner s1milar 'to -like proviou::: o:d.er3. The 

record. developed at the puolic hOD.ri.'lg, in. !II,,! opit'.ior:., show::: othervd.se. 

Sor..ethi~ over a _ ye:;:r ~z el.:l.~~ed ::it.co the .lgreements nth Stan~rd. 

Oil and Richfield were Authorized, ~~d thi: cou."'ltr.r is no~t er..gagecl in ll. world y.ar .. ' 

Power ':"o'1uirC:lcnts of the ir.du~ries tholt Al'pli~"lt serves Mve ~rn :ul~ :lre 

conti.."l1.lin& to e;row :It 0. rapid ra~e and, ifI orcier to meet tho~e .cicmnnd.z thi::s uti

lity 1" er:.gagcd in a, progr&::l. o! expo..."lZior:. that. 1:1 callir.r, for nf!V1 colpit~ to 

~ugmont it::: production tolcilities. 3ec~u~e of such expancion there is 3O~e re

serve capacity, but tltis iz eszential ~d neces~ to ,rovioe for re~ar D.n~ 

special war l~d cro~th. If the load here u.~der con:ider~t10n fill.S suoject to 

!huto!! and "t;az actua.lly' sole! on a . surp!u::: or d.ump tlasi3, in re!erenee 1:.0 service 

:::'3 well az to rate, th.en ::w.thori~tion 1."1 my .,pinion Viow.d be appro;,)ri:Lte. How-

ever, tbo .lg:"eeJ:lcnt d.oes- not provide!or shuto!'! Me!. as a :a.tter- of t.lct the im

portor.c:e or the retine~ 0,or~t1~t'.s .?rO :iuch .:loS to likely pMclud.e c.rr:r :::hut.dO'l'lnz 

because of ~"'Her :::hortaee ciurio::; the "1:3.r penod. 
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The contention tho.t Cu~tome:- ca."l ~ene:::"3te it3 ov.n electric :::"equiret'l~nt:s 

largely as a by-p:::"ociuct? d~e to the la:::"ge quant~tie~ o~ ~roees~ ste~ :::"equired 

in its :-ei'ine!j" ope:::"3.tion~, ca."l be acceptec. provided. plult tacilitie:; can be in-

~talled_ ~ witneos tor A~~liccnt testitieci that 1.1 all proo~bility no ~ener~ting 

cquip~ent could now be ~ecu:::"ed. T~~s unquestionably i~ the fact~ Acco:::"dL"lely, 

there is no need to g:ant a r.:l.te 'oelo.,: costs to se:-ve in oree:::" to meet,:l competi- ' 

tior. that is n"t real a.-'le does not no' exist" nor i, lii:el:r to becooc e.f!'ecti ve' 

it" .. the =ediate .future. 

!f the Shell Oil Coe;~~Cl) i~ not gr~"lteci the propo~ed contract r~te, 

it is cle~r that it will be paT...ne a:t. .:l. r~cher ra.te tr.z.."l either Stc..."lOarc. or 

Richfield. ~~hen the St~d.ard and, .?.icr.iie1ci a;reeQont~ "I:o:-e autho:-ized,. the 

:-ecord clearly sho1'ec. that eo.ch was c:.pable o£~oir-e ahead. .lnd i!"..st:l.lli!'lS its 

own plant,. I.."l so f:.r eo:: s1l:',lus cilpc.city is i."lvo1ved, even at the time the:e 

two acreements were passec. upon, the Co:::o!.s~ion c .. lled t::'e ;x.rties 1 attention t.o 

the .lp~rent u.r.certai.'lty of th~ :::o-c~llcd. su:-p1uz ccpacit:r, end wa:-ncd Applicant 

or its responsibi1ity.(2) 

It seeN clear that. ·,:here a ::urp1us cor:oclity is tor sal~ I t.he cxte.e.t 

oi' such se~lice ~ust ~e l~~~ted to the c:ount cv~ilable. In the inst3nt ca~e, 

the recorC is cle~; there is no ~ddit.io~ ~ur?lus capacity in tr.e sense here 

Under the cir~~to."lee::: obtc.i~~~ in the instant c~se, a.~y di!ferencc::: 

entirely rec30rAc1e and justi:1ed and I, therefore, recommend that thi~~,p1ica-

tion be de:-.ieo. "rithout preju<iice c.."l.d subr:.it the !ollov;L"le ~orr:. 0: O:-eer. 

(1) The recorc. 3ho~':s the a.etua.l 194.1 b!.lli..'l£: of Shell "1:.1: ':257,700 or ct 6.6 ::ills 
,er k.~hr, ~"lQ. it Shell rearr .... "'.gcs it.~ ·',ir:!.ne for si..'lgle ~t.C'r.t'.oG, Co 'bi.Ui."lg 
or';:'2)),7oo or at 6..0 cills per k\'.hr coulc. be re.:lizec., Unc.e:- the proposec. 
contract ~itr. sinele =ete~-c: the corres,ondinS billi~ ~oul~ be ~200,OOO 
and at the rat.~ of 5..l cills •. 

(2) From Decision No. );9;8: 
"It '13 the opi."lion of the Co::l:l.izsion tr.3.t Applicant should not :r.c.ke c.:l.pit.al 
inve:tments in ne~ production tccilities in order to serve l04~ of t~~3 
cha.r4cter,. and, ",-:hen sorvice of this nat.ure i3 :\.lc!e, it sho\llc. 00' 1ir;.ited 
essc~ti~y to the utilization of s~plus 0:::" u..'lu~eo. syste: ca,~city.- The 
Co:".mi:;sion will eX/ect Applica...'lt to ccre.fully supervise it:; £Uture ~pc:"..sio!lS 
in ·orc.er t.o knO\~ trollt loac!.s o! thi:: eht.:::"cct.er will not oe il bu.--een to the 
::yztetr.." 
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A public' hearing. hav-t-r..g been held in the ~ve entitled t:l3.tter,. and t~ 

Comseion having cO:::.5idered the evidence ~bcitted .It :ueh hear'...og, and 1-:' being 

of the opinion thD.t ~3id application 'hould be denied without prejudice, thare!"ore 

IT IS HEREBY ORDE?SO th&t th~ 300ve <.Inti tled application be and. the 

same is cienied without projudiee. 

The foregoing Opinion and Order are he~by approved. and filed as the 

Opinion Md Oraer o! the R.3.ilrol.l.a Co::::m.::sion or the State 0: CSli!orr.ia.. 

~~ ~- .. , ,,! '1'''~, l;l"l/~ .. Da~d. a.t San Franci:;co, Ca.l1!'ornilJ." this --:I!:; __ ~;""' __ ~" '"'_ ;.J.jo,; ·7~ 

// 
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