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Decision No. 58850 

BEFORE THE PUBLIC UTILITIES COMMISSION OF 'I'HE STATE OF C.ALIFOlmIA 

SOTJrBERN COUNl'IES GAS COlvlP PJ!ri OF 

~ CALIFORNIA, a corporation, 

Complainant, ) 
) 

vs. ) Case No. 6225 
) 

RICHFIELD On. CORPORATION, a 

~ corporation, et al., 

Defendants. 

SOUTHERN COUNTIES GAS COMPANY OF ) 
CALIFORNIA, a corporation, ) 

) 
Complainant, ) 

vs. ~ Case No. 6245 

SOtrrHERN CALIFORNIA EDISON COMP J.J:rl , ~ 
a corporation, et al., ) 

) 
Defendants. ) 

Investigation on the Commission's ) 
own Motion into the Operations and ) 

Case No. 6267 ~actices of SOUTBERN Ct'.LIFORNIA 
~ WISON COMPANY and RICBFIEI.D OIL 

CORPO'R}XION. ) 

In the Matter of the Application of ) 
SOUTHERN CALIFORNIA EDISON COMP.AN'i, ) 
a corporation, under Section 1001 of ) 
Public Utilities Code, for certifi- ) Application No. 39250 cate of public convenience and ) 
necessity re construction, mainte- ) 
nance and operation of certain 

~ Fuel Gas Facilities. 

(Appearances and witnesses are listed in Appendix A.) 

INTERIM O?I~1I01~ 

Nature of Proceedings 

These several matters deal with the efforts of Southe:n 

California Edison Company, hereinafter called Edison, to obtain an 
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additional supply of gas for steam-electric plant use at a reasonable / 
"---

cost; its contract ~~th Richfield Oil Company, heretnafter called 

Richfield, to buy gas deli,,"ered a.t Edison t s Manda.lay steam plant; 

and ebe effores of Souehern Counties Gas Company of California, 

hereinafter called Southern Counties Gas, to stop such oale of gas 

in its service '9.rea unless a certificate of public convenience and 

necessity is ob\~ined by Richfield. 

The principal issues are: 

1. Is Richfield, in respect to its gas operations, 
a gas corporaeion under ~be PUblic Utilities Code? 

2. Is Richfield, in respect to its gas operations, a 
public utility gas corporation subject to the 
jurisdiction of this Commission1 

3. Is Richfield acting as the agent for or the alter 
ego of Edison'? 

4. Should Richfield be restrained from const:uc:ting 
its pipeline to serve Edison's Mandalay steam 
plant'? 

5. Should Richfield be restrained from exercising 
its special use permit from the U. S. Forest 
Service to construct, operate and maintain a 
pipeline through which it proposes to deliver 
gas to Edison for use at its Mandalay steam 
plant'? 

This opinion will be developed under the following main 

sections: 

I. Public Hearin..&. 

II. Qperations and Practices of Edison as a Consumer of Gas. 

III. Operations and Tariffs of Southern Counties Gas. 

IV. Operations and Practices of Richfield as a Producer 
and Supplier of Gas. 

A. Proposed Sales of Gas by ~chfield to Edison. 

B. Economic Impact on Southe~ Counties Gas of 
Proposed Sale of Gas by Richfield to Edison. 

C. Possible Alternate Use of Richfield's Pipeline. 

D. Sales of Gas by Richfield to Pacific Lighting 
Gas Supply Company. 
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v. 

VI. 

VI 1--; 

VIII. 

I. 

E. Sales of Gas by Richfield to Pacific Gas and 
Electric Company. 

F. Richfield's Dedication of Gas Reserves to the Public. 

G. Richfield's Refusal to Sell Gas to Others. 

Constitutional and Statut0it Provisions Pertaining to 
Public utiiity Gas COrporat ons. 

Right of Forei~ Corotration to urfe that It cannot 
Operate as a PU lie til~ty ~n cal fornla. 

Positions of Certain Intervenors and Interested Parties. 

Findings and Conclusions. 

Public Hearing. 

On May 8, 1959, the Commission issued its order setting 

aside submission of the order to show cause in Case No.. 6225 and 

reopening this matter for further hearing thereon a11d on the merits 

of the complaint and also issued its order instituting investiga­

tion into the operat~ons and practices of Southern California 

Edison Company and Richfield Oil Corporation~ Case No. 6267. case 

No. 6267 was consolidated for hearing with Application No. 39250 and 

cases Nos. 6225 and 6245. Evidence in these matters was received at 

public hearings in Los Angeles and San Francisco, held before 

Commissioner Matthew J. Dooley and/or Examiners Wilson E. Cline 

and/or Manley W. Edwards on May 18-22, 25, 26 and 28, 1959. Con­

current briefs were filed and oral argument WaS held in San 

FranCisco before the Commission en banc on June 1, 1959. At the 

close of the oral argument the parties were given the opportl.mity 

to file concurrent supplemental opening briefs within five days and 

concurrent supplemental closing briefs within five days after the 

filing of the supplemental open;ng briefs. All briefs filed in this 

proceeding on or before June 15, 1959, even though late, are hereby 

made a part of the record in these proceedings. Cases Nos. 6225 

and 6245 and that part of Case No. 6267 pertaining to Cases i~os. 6225 
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and E,245 were taken under submission upon the filing of the last 

closing supplemental brief on June 15, 1959. Application No. 39250 

and that portion of Case No. 6267 pertaining thereto were continued 

to a date to be set. 

II. ~erations and Practices of 
ison as a Consumer ot Gas. 

testified substan-

tially as follows: 

Three factors have been primarily responsible 
for Edison's efforts to obtain additional gas 
fuel supplies. The first two factors discussed 
were: (1) the explosive population g;owth in 
the territory served by Edison; and (2) the 
shift of Edison's generation plant since the 
middle 1940s from what was then a predom;nantly 
hydro system to what is now predominantly a 
steam syst~ In 1941 less than 3 per cent of 
the kilowatt-hours were produced at steam plants, 
and more than 94 per cent were produced in hydro 
plants. In 1957, steam-plant production was 
75 per cent of the total, and in 1958, an above 
average water year, 65 })er cent came £rom steam 
plants and 35 per cent from hydro sources .. 

The third factor which has influenced Edison's 
fuel procurement activities is the air pollu­
tion control activities of the communities which 
Edison serves. 

While a gas supply subject to interruption and 
fadeout was workable in the past because of the 
ready availability of alternate fuels ll the use 
of interruptible gas presently is unsatisfactory 
and it has become necessary for Edison to develop 
and procure a reliable and adequate gas supply. 
He pointed out that Edison itself bas no inter­
ruptible electric service schedules, and so its 
need for energy supplies demand a high degree of 
continuity. 

A gas distribution system designed to serve firm 
customers is inherently a low load factor system. 
By serving off-peak gas on an interruptible basis 
the load factor can be raised considerably and 
the unit cost reduced. Since a system designed . 
to supply base load ste~-plant requirements 
primarily could be operated at high load factors, 
an independent gas supply for electric genera­
tion might prove more economical from the stand­
point of the. ~lectric system customers. 

Edison is concerned ClVeJ: the fact that it 1s now 
necessary for Edison to rely heavily upon a 
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competitor in the field of fuel distribution for 
its own supply of fuel) especially in view of 
the fact that Southern Counties Gas' own cost-of­
service analyses show that the relative earnings 
levels in the competitive areas are subnormal 
:d ~o~~l subsidized by earnings on gas sold 

Gas sold by the gas companies is bought by them 
from a pipeline company which in turn buys it 
from a field producer. This involves four parties 
and three transactions and makes scheduling of gas 
supplies difficult. 

Any opportunity to obtain additional gas for 
California ought to be vigorously pursued. The 
real competition is between the need for gas in 
California as opposed to the need for gas in 
other areas of the United States. 

For some tfme Edison bas been engaged in attempts 
to improve its supply of gas for fuel. 

In the Fall of 1955~ Edison applied to the gas 
companies for a change in gas service. After 
several conferences the gas companies submitted 
a proposal to refile Schedule G-5S. The proposed 

1 EXhIbit No. 6207-22 which is the COst-of-service study for Esti­
mated Test Year Ending July 31, 1960, Adjusted, also introduced 
into evidence in Application No. 40958 by the applicant Southern 
Counties Gas, contains the following tabulation and comment in 
regard thereto: 

It Firm ~rvic~ Xnterrtl"Ot1bl~ 
General Gas Indus- IDdus- Steam W'hole-

~ s"tem Service Engine trial trial Plants sale 

Rateo of' Return \lith 
San Diego Max. Demand 
155 'MMet/Da'1 at: 

Present Rate3 4.63% 3.99% 5.12% 9.57% 14.1<)% 15.15% 3.51$ 
Proposed. Rates 5.84 4.75 6.84 ll.34 18.93 18.43 7.1.J3 

Re.te3 of RetlJrn with 
San Diego Max. Deme.M. 
175 MMcf/Da'1 at: 

Present Eates 4.71% 4.09% 5.:36% 9.72% 14.20% 1;.15% 3.47$ 
Proposed Ra. tes 5.92 4.85 7.09 11.49 18.95 1$.43 7.30 

"The class rate~ of: return follOW" the pattern of' p8.8t years qa1te clooely. 
In this respect, the retail firm c:ws1f"1cat10n provides somet.h1%lg less tl:Ian the 
average rate of ea.rn1Dgs, while interruptible industr18l aDd steam plants Yield 
ra.tes of'return s"Obstant1alJ.y higher than the average tor the ~.n 
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changes would provide for service to steam­
electrie plants on a new schedule which provided 
that about 25 per cent of the customer t S poten­
tial would be served as an A-block priority. 

At about the same time Edison inquired of various 
gas suppliers, including El Paso Natural Gas 
Company and Richfield Oil Corporation regarding 
their willingness to furnish part of Edison's 
future fuel requirements. 

In January 1956, Pacific Lighting Gas Supply 
Company indicated it would not handle Edison gas 
by exchange.. On February 7, lS56, Edison filed 
with this Commission Case No. 5724 asking for an 
equitable allocation of gas supplies and Case 
No. 5725 asking for exchange service. 

In October of 1956, Edison entered into an 
agreement to purchase gas from El Paso Natural 
Gas Company. This agreetlent is still pending .... ~ - .. 
~lore the Pedera1 Power commission and this 
Comm1.ss:i.on. 

About this time the ~as companies were nego­
t::l.at::lng for 300 m1.~1!on cub;l.c feet: per dlJ.y of 
Louisiana Gulf Coast ga~, of ~b.icb. Edison offere<1 
to mal<e a firm. eommitm.e~t,t to take 150 million 
cub1.c feet per day. H~/cver;p.as the gas com-
panies were unable to o'btain a satisfa.ctory com­
mitment for the balance of the quantity, the gas 
was sold to competing b~dders for delivery to 
other markets. 

The witness for Edison continued w:i.th his discussion of 

Edison's efforts to obtain gas: 

"In October 1956, the gas companies filed a pro­
posed revision of the interruptible steam plant 
schedule, Application No. 38527, and in November 
an application for authority to carry out the 
terms of the Zl Paso exchange agreement~ Appli­
cation No. 38575. 

"In November 1956, Pacifj.c Ligating Gas Supply 
Company offered to exchange Edison's Richfield 
gas for Richfield under conditions which were 
unacceptable to Edison. Under the proposal the 
exchange would have been performed for Richfield, 
and that was inconsistent with the position 
taken by Edison in its complaint against the gas 
company, Case No. 5725, and was unacceptable. 

"In April lS57, the Commission authorized 
Schedule G-5L:., but deferred its final decision 
on the agreement for the purchase of gas from 
El Paso Natural Gas Company, which was also 
before the Federal Power Commission for approval. 
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urn April, the Commission also instituted an 
investigation ou its own motion into the gas 
supply and service condi~ions in california 
and the gas tariff provisions, with pari:icular 
reference to the use of gas by industrial and 
steam electric plant customers. 

n;n May 1957, El Paso Natural Gas Company filed 
~ts application fo= Federal Power Commission 
approval of the El Paso agreement, and hearings 
in that proceeding, Docket No. G-12580, com­
menced about mid-year. In that connection, on 
Tuesday, May 12, 1959, Federal Power Commission 
Examiner Binder issued a decision in Docket 
No. 0-12580 determining that El Paso Natural 
Gas Company should be permitted to build the 
facilities in order to carry out the terms of 
the El Paso contract and his decision was 
based in part upon his determination that be­
cause of air pollution in the Los Angeles area 
the use of natural gas for steam-electric 
generation should not be considered as an 
inferior use." 

Edison's further negotiat~ons for Richfield gas and the 

contracts which have resulted therefrom are discussed in Section IV 

of this opinion. 

III. ~erations and Tariffs of 
out bern COun:ies Gas. 

Southern Counties Gas, together with its affiliate, 

Southern California Gas Company, distribute gas in portions of 

14 counties in Soutl~rn California. Each of these companies fur­

nishes interruptible gas service to public utility steam-electric 

plants under Schedule G-54. The presen~ effec1:ive average rate 

under this schedule is approximately 35 cents per Mcf. Each company 

also furnishes firm service to large industrial users. Southern 

Counties provides this on its Schedule G-40. In Application 

No. 40288 these two companies collectively applied to the Commission 

for approval of a proposed semifirm Schedule G-S7 to be offered to 

steam-electric and other customers. It is noted that this matter 

is still being heard by the Commission and no schedule for semi£frm 

service currently has been authorized. 'the provisions of Schedule 
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G-40, Firm Industrial Service, are not open to steam-electric 

service without specific authorization due to certain volUQe 

restrictions imposed by the tariffs. 

The Schedule G-54, Interruptible Service, provides that 

a portion of the sales receive first curtailment if curtailment 

of interruptible services becomes necessary, while up to ~5 per 

cent is designated in a curtailment priority block with higher 

priority comparable to other interruptible large users. The 

proposed semi£1rm service schedule would have certain curtailment 

provisions but such curtailment would be after all other interrupti­

ble services. No curtailment is, of course, provided for firm 

services. 

Southern Counties Gas has operated as a public utility 

gas corporation in Ventura County for several years under a county 

franchise and under a certificate of public convenience and 

necessity to exercise such francbise issued by this COmmission. 

Since the Manc1alsr steam plant is located Within the service area 

certificated by this Commission to Southern Counties Gas, it has 

the legal right and tl1e duty to serve the Mandalay steam plant, 

and has offered interruptible service to Edison under regularly 

filed Schedule No. G-54. 

Southern Counties Gas and its affiliate have a sizable 

gas transmission pipeline located relatively close to the Mandalay 
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steam station. This line is an important tie between the inter­

connected network system of the Pacific Lighting Gas Supply 

Company ~ the Southern California Gas Company and Southern Counties 

Gas and the Goleta undergro1.md storage reservoir. Richfield's 

gas can be brought down from the San Joaquin Valley over existing 

facilities and be made available by displacement to the Mandalay 

steam plant by means of a relatively short connection without the 

necessity of Richfield's building the 56-mile line tn question. 

By constructing a connection 5-2/10 miles in length 

between Southem Counties Gas pipelines which are already in 

Ventura County and the Mandalay steam plant~ gas service could 

be supplied to this steam plant up to 246 million cubic feet per 

day ~ the estimated demand requirement based on the oper;!ltion of 

four generating units in the year 1967. However, on peak winter 

days when requirements of the firm gas customers are high, deliv­

eries of gas would not be made to the Mandalay steam plant. 

The cost to Southern Counties Gas for the added facili~ 

ties to serve the initial load at the Mandalay steam plant would be 

$630~OOO. This amount may be compared with tbe amount of $5 million 

which Richfield is spending in the construction of the 56-mile 

pipeline to serve Edison. 

The record shows that Edison is currently, and has been 

in the past ~ obtaining gas directly from other producers and 
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suppliers other than l\ichfield without effective complaint from 

the local certificated gas utility and without restraint by the 

Public Utilities COmmission. Examples are: The sales by 

General Petroleum Corporation from its Torrance refinery to 

Edison' s Redondo Beach steam plant; the purchases from. the 

Hillman Estates for "se at Edison's Alamitos steam plant; and 

the purchases from Wilmington Gasoline Company for use at 

Edison's Long Beach steam plant. The fact that the Commission 

has not taken jurisdiction over such rates in the past is not 

a legitimate reason for disregarding the current Richfield sit­

uation now the subject of a vi~orous complaint by a regulated 

utility. 

This Commission is rightly concerned with this pro­

posed sale of a large block of gae directly by a producer to a 

consumer in the service territory of a regulated gas utility, 

which to a large extent will be delivered through duplicate 

facilities with a possible resultant over-all bigher cost to 

the consumer. Furthermore, such a direct sale, which by .. passes 

the locally certificated utility, takes away from the domestic, 

commercial and industrial customer a fir.m gas supply that 

otherwise would aid in meeting the abnormal peak. heating 
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loads on the cold days when Edison ordinarily could burn fuel 

oil under its boilers. It is the duty of tr~s Commission to 

mAke such further inquiry as will enable it to determine whether 

public convenience and necessity require this Commission to 

exercise its power to prevent the use of duplicate gas trans­

mission facilities and the direct sale of such a large block 

of gas or whether public convenience and necessity require the 

use of such facilities and justify the authorization of such 

a direct sale of gas by a producer to a consumer. 

If Richfield is permitted to construct gas pipelines 

to serve Edison directly without a determination by this 

Commission that public convenience and necessity require such 

pipeline and sale of gas) what will prevent other producers 

from. constructing gas pipelines of their own to serve other 

large industrial consumers directly? The regulatory principles r 

which are applied in this interim decision and which will be 

applied in the final disposition of these proceedtcgs will 

vitally affect the economic well being of the entire State of 

california. 
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IV. 

A. Pr0Sfsed Sales of Gas by 
Ric ield to Edison Company. 

On September 14, 1956~ Edison S~C\Iri~ies Company~ a 

wholly owned subsidiary of Edison, entered into an agreement with 

Richfield providing that Richfield would supply not less than 400 

billion cubic feet of natural gas to Edison from Richfield's 

properties in California over a period of 20 years for use by Edison 

in generating electricity. 

Edison Securities Company proposed to construct a pipe­

line in Southern California through which it would deliver the 

gas received from Richfield to Edison. Construction of the pipe­

line was scheduled for the Summer of 1957. On July 2, 1957, Pacific 

Lighting Gas and its two affiliates, Southern Counties Gas and 

Southern California Gas, filed a complaint, Case No. 5952, with 

this Commission alleging that Edison, through the Edison Securities 

Company, was engaged in building the pipeline and claiming that the 

construction of such pipeline 'WOuld be unlawful unless authorized 

by a certificate of public convenience and necessity issued by this 

Commission. 

On July 19, 1957~ Edison filed Application No. 39250 

herein, requesting such authorization as might be required for it 

to construct and operate the pipeline. A hearing was held on this 

application on July 29, 1957. during which Presiding Commissioner 

Dooley proposed that the parties attempt to reach an agreement 

which might make unnecessary the proposed pipeline construction. 

Negotiations were carried on by Edison, Southern Counties Gas, 

Southern California Gas,. Pacific Lighting Gas Supply Company and 

Richfield for several months thereafter~ but these parties were 
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unable to reach a mutually D.cceptableagreement. Subsequently 

Richfield offered to consider constructing a pipeline from North 

Coles Levee to Cuyama and delivering gas to Edison at its Mandalay 

station in Ventu:a County in lieu of tbe September 1956 agreement:. 

The negotiations respecting this offer resulted in the agreement 

between Edison and Richfield dated January 28, 1959. 

This agreement of January 28, 1959 provides for the deliv­

ery and sale by Richfield to Edison of 500 billion cubic feet of 

natural gas over a period of 25 years. All of the natural gas is to 

be used by Edison for fuel purposes in its electric generating 

stations, and it is to be delivered through a 20-inch pipeline to be 

constructed, owned, and operated by Richfield. The daily rates of 

delivery of natural gas are to be in accordance with the following 

schedule: 

Period Daily Rates for the Period 

Seeon~ 5 years Noe ~ess chan 40,000 nor more ~hGn 80,000 Mef. 

Ba1.ance of 
the term Not less than 40,000 nor more than lOO,~OO Mef. 

Edison agrees to pay R£ch£ield a commodity charge for each 

1,000 cubic feet of natural gas at the bighest of the following 

pric:es: 

1. The average p;cice, adjusted to the California pressure 

base, charged for out-of-state natural gas delivered at all points 

along the borders, or if delivered within the State of California~ at 

the equivalent border price~ and sold to gas utilities for distribu­

tion in said State, excluding those tmporting less than an average 

of 150,000 Mcf per day per calendar year, or 

2. The highest price paid by Edison or Edison Securities 

Company to any supplier furnishing more than one million cubic feet 

of natural gas in any day, whether of intrastate or out-of-state 
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origin, including all transportation costs from the point of purchase 

of its point of consumption, whether paid to others or incurred by 

Edison or Edison Securities Company, reduced by 4 cents per Mef. 

In addition to the commodity charge, Edison agrees to pay 

Richfi.~ld the cost of maintaining and operating the Mandalay and 

San Joa.quin pipeline systems, called facility costs. Tentative 

faci1i1:y costs of 4 cents per Mcf of gas are to be used in connection 

with the monthly billing. 

Under the out-of-state suppliers tariffs which became 

effect:lve August 1, 1959, and assuming regulatory approval of and 

delive~:'ies under the Edison-El Paso agreement (F .p.e. Docket G-12580), 

the pr:Lce to Edison of Richfield gas delivered to Mandalay will be 

approx:t.mately 39.3 cents per Mcf. Further, under Decision No. 57419 

this Commission approved construction to receive gas from a new out­

of-stat'e supplier whose proposed sale is pending before the Federal 

Power Commission. If this sale is approved at its proposed price, 

the pri,ce of Richfield r s sale to Edison could escalate to a substan­

tially higher price. 

Article Sixth of the agreement provides for optional sales 

of additional gas by Richfield to Edison. 

Article Tenth provides for the exchange upon Richfield's 

request of up to a maximu:m of 15 million cubic feet of natural gas 

per day in the event Edison has available a source of natural gas 

and the necessary facilities. 

Article Eleventh provides that neither party shall be 

liable under the agreement by reason of the failure of Richfield to 

deliver or Edison to receive natural gas as the result of injunction» 

legal restraint or any action, proceeding» order» rule» or regulation 

of any regulatory body. 

Article Second provides that if the Mandalay System, 

which is the 20-inch pipeline to be constructed from a jtmction with 
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the San Joaquin-Cuyama System near U. S. Highway No. 399 to Edison's 

Mandalay steam station, Ventura County, California, is not completed 

and placed in operation on or before January 1, 1960, and if no 

alternate means of ~ransporting the gas to Edison has been mutually 

agreed to, either party shall be free to terminate the agreement. 

Article Thirteenth provides that in the event either party 

is prevented from delivering or receiving the natural 88S under the 

agreement for any reason beyond its reasonable control and such 

condition exists for a period of six consecutive months, then either 

party shall be free to cancel and terminate the agreement. Further, 

if any regulatory body enters a legally binding order under which 

the purchaser is prevented from paying the prices and facility costs 

provided in the agreement, Richfield may terminate the agreement. 

In the event of the cancellation or termination of the 

8gl:'eement pursuant to Article Second or Article Thirteenth, Edison, 

or at Richfield's option Edison Securities Company, shall pay all 

unrecovered costs and expenses in connection with the construction 

of the Mandalay System, and upon the payment of said costs, expenses 

and liabilities, Richfield shall convey the Mandalay System to 

Edison or Edison Securities. 

The agreement beeween Richfield and Edison Securities 

Company, dated September 14, 1956, is cancelled. 

On February 20:. 1959, Southern Counties Gas filed its 

complaint herein, Case No. 6225, requesting that Richfield be 

ordered to show cause why it should not be ordered to cease and 

desist from constructing the proposed pipeline until it should have 

received a certificate of public convenience and necessity from this 

Commission. 

On March 26, 1959, Southern Counties Gas filed its 

complaint against Edison, Case No. 6245. The prayer of this complaint 
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re~uested that the Commission issue an order directing Edison to 

show cause why it should not be ordered to cease and desist from 

proceeding with the arrangement it had made with Richfield whereby 

the latter would deliver gas to EC1son at its Mandalay stesm-electric 

generating st~tion, unless and until either Edison or Richfield had 

obtained a certificate 6£ public convenience and necessity from this 

Commission author17.ing tho construction of 8 gas pipeline system to 

serve the Mandalay station. 

When Southern Counties Gas learned that Richfield was 

proceeding with the construction of the pipeline, it filed an 

injunction complaint against Richfield, Edison and Edison Securities 

in the Los Angeles Superior Court~ Action No. 719697, seeking to 

restrain them from proceeding with the construction of the pipeline 

until Case No. 6225 could be heard and decided by this Commission. 

The Superior Court sustained demurrers and dismissed the action 

without leave to amend, stating in its memorandum to counsel, dated' 

April 21, 1959, 

" • •• the Commission has assumed jurisdiction and the 
matter is at issue before it and the Commission now 
has penary power in the matter, including the power 
to order Richfield to cease and desist from construct­
ing the pipeline.'" 

On April 23, 1959, the Southern Counties Gas filed its 

petition with this COmmission in Case No. 6225 for an interim order 

requiring Richfield to cease and desist construction work under 

Section 1006 of the Public Utilities Code. 

On April 27, 1959, Richfield agreed to pay its pipeline 

contractor an additional $248,000 to speed the completion of the 

Mandalay pipeline by two weeks through the use of an additional 

cr~ of men and additional equipment. 

Oral argument was held on April 28 and 29, 1959, before 

the Commission en bane on the order to show cause which had been 
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issued by the Commission in Case No. 6225. On May 8, 1959, the 

Commission issued two orders as a result of the oral argument: (1) 

the Commission ordered that the submission of the order to show 

cause be set aside in Case No. 6225 and that the matter be reopened 

for further hearings thereon and on the merits; 'and (2) the Commis­

sion instituted Case No. 6267 and ordered that an investigaeion on 

the COmmission's own motion be instituted into the operations and 

practices of Southern C.aliforni.:.l 'Rei 1;Ort Com'{)any and Richfield Oil 

Corporation, thereby named respondents, to inquire into snd determine 

whether respondent Richfield is acting as the agent for tr is the 

alter ego of respondent Ed:Lson in the construction of ns'tU:al gas 

transmission facilities to respondent Edison's Mandalay gen~ating 

station; to determine whether respondent Richfield is now or ~-ll 

become a public utility; and to issue such order or orders as ma~be 

appropriate in the exercise of the Commission's j,xrisdiction. 

The record shows th;at there are no officers or directors 

of Richfield who are officers or directors either of Edison or 

Edison Securities Company and that Richfield owns no stock in 

either Edison or Edison Securities Company and that neither of these 

companies own any stock in Richfield. Allegedly in an effort to 

~~ unmistrutably clear that no agency or alter ego relationship 

exists between Richfield and Edison, a new contract was prepared and 

executed on May 15, 1959. This agreement provides: 

Richfield agrees to sell and deliver and Edison agrees 

to purchase a total quantity of 500 billion cubic feet of natural 

gas produced by Richfield in the Cuyama and San Joaquin Valleys, 

to be delivered by Richfield to Edison at Edison's Mandalay station 

through a pipeline now being constructed by Richfield and to be 

owned, operated, controlled and paid for exclusively by Richfield. 

-17-



e 
c. 6225 et a1. DR~ 

All of the natural gas delivered under the agreement shall be used 

by Edison for- fuel and·£or·~ other,purpose in Edison's Mandalay 

station. 

Article II provides that the term of agreement is for 

a period of 2S years commencing with the date Richfield first 

delivers natural gas to Edison under the agreement or until 500 

billion cubic feet of natural gas is delivered by Richfield to 

Edison, whichever first occurs. In the event the pipeline is not 

completed and placed in operation by Richfield on or before 

January 1, 1964, either party may terminate the agreement by giving 

30 days' written notice of termination to the other& 

Article IV provides for rates of delivery of gas as 

follows: 

Period Daily Rates for the Period 

First 5 years Not less than 20,000 nor more than 40,000 Mef. 

Second 5 years Not less than 40 ,000 nor more than 80,000 Mef. 

Balance of 
the term' Not less than 40,000 nor more than 100,000 Mcf. 

At the time of the first delivery under the agreement 

and before May 1st of eaCh year thereafter~ Richfield shall specify 

the average daily rate within the above ranges to apply during the 

enSuing year. 

Article V provides that Edison shall pay Richfield for 

each 1,000 cubic feet of natural gas delivered and sold under the 

agreement at the highest of the following prices: 

(1) The average price, including demand and commodity 
charges and adjusted to the California pressure 
base, charged for out-of-state natural gas delivered 
at all poi~ts along the borders~ or if delivered 
within the State of California ~ at the ec;.uiv8.1cmt 
border price, and sold to Gas Utilities for distribu­
tion in said state (excluding those importing less 
than an average of 150~OOO Mcf per day per calendar 
year), in either event plus 4 cents per Mcf, or 
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(2) The highest price paid by Edison~ or Edison 
Securities Company, to any supplier furnishing 
more than one million cubic feet of natural gas 
in any day (whether of intra or out-of-state 
origin), including all transportation costs from 
the point of purchase to its point of consumption 
(whether paid to others or incurred by Edison or 
Edison Securities Company). 

These are essentially the same price provisions as in the 

earlier contract. 

reads: 

Article IX is a force majeure provision which in part 

I'Neitber party shall be liable hereunder by reason 
of the failure of Richfield to deliver or Edison 
to receive natural gas as the result of injunction~ 
legal restraint or any action, proceeding, order~ 
rule or regulation of any regulatory body, ••• II 

Article X pertaining to involuntary suspension of deliv­

eries provides: 

"If, after said pipeline is completed and placed in 
operation, either party hereto is prevented from 
delivering, selling, receiving or purchasing said 
natural gas for any reason beyond its reasonable 
control, including but not by way of limitation, 
laws, rules, regulations, orders, injunctions or 
restraints, or the force majeure provisions of 
Article IX, or from paying the price specified in 
Article V, and such condition exists for a period 
of six consecutive months, Richfield may cancel 
and terminate this agreement by giving a thirty (30) 
day written notice to Edison. i' 

Article XI provides for tbe cancellation of all previOUS 

agreements and that this agreement supersedes the cancelled agreements. 

Article XII containing various mi'seellaneous prOvisions 

in part provides: 

"In the event the factors used in the formulae in 
Article V involve rates charged subject to any 
refunds ordered by any regulatory body having 
jurisdiction, appropriate credits to reflect any 
such refunds shall be made. 1f 
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In the construction of its pipeline froe North Coles Levee 

and Cuy~ Valley to Edison' $ Mandalay Steam Station, it was necessaxy 

for Richfield to obtain a Special Use Permit from the Forest Service 

of the United States Department of Agriculture in order to lay its 

pipeline across the Los Padres National Forest. The pemit was 

accepted by Richfield on April 10, 1959, and was issued by the 

Forest Service on April 14, 1959. Richfield later will be required 

to obtain a permanent right of way from the United States Department 

of the Interior. 

'~18. 'Xb.e app11cane agrees to operate the pi~­
line during ehe per1.ocI of Ch:L8 perm1.c as 
a common carrier to the extent required 
as to rights-of-way by the provisions of 
the Mineral Leasing Act, and, w:Lth:tn 30 
days after the reqilest of the Secretary 
of the Interior~ or his delegate, as to 
rights-of-way, to file rate schedule and 
tariff for the transportation of oil or 
gas, as the case trl.ay be. as such common 
c:,arri.er with any -rczulatory agency having 
jurisdiction over such transportation, 3.S 
the Secretary or his delegate may pre­
sc:ribe." 

the provisions of the Mineral Leasing Act referred to in 

the above condition are set forth in 30 U.S.C. Sec. 185. The 

applicable portions of Sec. 185 read as follows: 

~:Right:s-of-way through the public lands, including 
the forest reserves of the United sta.tes, T!J.8:Y be 
granted by the Secretary of the Interior for 
pipeline purposes for the transportation of oil 
or natural gas to say applicant possesstng the 
qualifications provided in Section 181 of this 
title, to the extent of the ground occupied by 
t.he said pipeline and twenty-five feet on each 
side of the same under such regulations and 
conditions as to survey, location, application, 
and use as may be prescribed by the Secreca:ry of 
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the Interior and upon the express condition that 
such pipelines shall be constructed, operated~ 
and maintained as common carriers and shall 
accept> convey, transport> or purchase without 
discrimination, oil or ~a'cural gas produced from 
Government lands in the vicinity of the pipeline 
in such proportionate amounts as the Secretary 
of the Interior ~y, after a full hearing with 
due notice thereof to the interested parties ~nd 
a proper finding of facts, determine to be 
reasonc.ble: Provided> that the common carrier 
provisions of this section shall not apply to 
any naeural gas pipeline operated by any person 
subject to regulation under the Natural Gas Act 
or by any public utility subject to regulation 
by a State or municipal =egulatory agency having 
jurisdiction to regulate the rates and charges 
for the sale of natural gas to consumers within 
the State or municipality: ••• Failure to com­
ply with the provisions of this section or the 
regulations and conditions prescribed by the 
Secretary of the Interior sOall be ground for 
forfeiture of the grant by the United States dis­
trict court for the district in which the property, 
or some part thereof, is located in an appropriate 
proceeding." 

The briefs of the parties hereto fully discuss the possi­

ble interpretations wl1ich may be given to the quoted Condition 18 in 

the special use permit and Section 185 of the Mineral Leasing Act and 

the effect the acceptance of the special use p~~t by Richfield has 

on its status as a public utility. rae Commission finds and con­

cludes that the acceptance of the special use permit by Richfield 

constitutes compelling evidence of dedication of its facilities to a 

public use. 

B. Economic 
Propose 

Southern Counties Gas introduced Exhibits Nos. 6267-12, 

-12A, -12B and -12C to show the economic impact on its operations 

resulting from the loss of sales to Edison's Mandalay station. Based 

on Richfield delivery rates ranging r~o~ 20 to 100 MMCf per day, ___ 

Exhibits 6267-l2A and -12B show that t~e loss in gross annual revenue 

resulting £rom the loss of sales to the Mandalay station would range 

from $2,474,700 to $12>373,500. Exhibit 6267-12Awhich is based on 
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the assumption that the Southern Counties Gas would cut back on its 

purchases of the less e.."q>cusive El Paso Natural Gas COmpany gas 

because of the flexibility of the contract between Southern Counties 

Gas ana El Paso shows that the added gross annual revenue required 

from other classes of service to compensate for the loss of sales to 

Mandalay station would range from $803,600 to $3~471~700. Exhibit 

No. 6267-l2B is based on the assumption that Southern Counties Gas 

would cut back on its most expensive gas purchases. This exhibit 

shows that the ult1mate burden upon the other classes of service of 

Southern Counties Gas Company would range from $690,300 to $3,24l~400 

annual increase in gross revenue requirements. 

In order to refute the above estimates, Richfield and Edison 

referred to Exhibit No. 6267-22 which is a Cost-of-Service Study of 

Southern Counties Gas Company for the Estfmatea Test Year Ending 

July 31~ 1960, Adjusted, which was prepared by a consulting engineer 

and introduced into evidence by Southern Counties Gas in connection 

with its Application No. 40958 before this Commission. A Southern 

Counties Gas witness testified that an analysiS of this exhibit shows 

that for the test year Southern Counties Gas would be $130,000 better 

off by not serving the Edison Mandalay station during the test year. 

According to Table 1 of Exhibit No. 6267-22, however, the Mandalay 

correction resulted in an increase in the return for the test year 

of $59,000. EXhibit No. 6267-22 canno~ be relied upon to determine 

the economic impact of the loss of the Mandalay sales, because (1) 

the basic conditions and allocation ratios change from year to year 

with relative growth of classes of gas loads; and (2) a test year 

ending July 3l~ 1960~ is not indicative of the economic impact over 
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the life of a 25-year contract which provides for sales ranging from 

20 MMcf during the first years to 100 Mt1cf during the later years. ;"" 

Richfield's exhibits pertafn~ to economic impact are 

subject to the infirmity of being based on a mi."dng of alloca.ted 

costs and system average costs. 

We conclude from the evidence that the loss of the Edison 

Mandalay Steam Station to Richfield will have an adverse effect upon 

Southern Counties Gas Company's gross revenue, the average cost of 

its utility gas supply" and its net earnings, and that the resulting 

economic impact upon the other classes of service of Southern 

Counties Gas will be substantial. 

c. Possible Alternate Up_e_ ~_f_lt.i~fj.~9-~.§Jip;eline. 

The testimony of a vice president of RiChfield shows that 

if Richfield, for :my reason, be prevented from selling gas to 

Edison it will still complete the pipelfne for use in transporting 

its oil to its Watson refinery. 

The vice president and general manager of Alex Robertson 

Company, contractor for the construction of the Richfield pipeline 

through which Edison is proposed to be served, testified that it 

wo~ld cost about $290,000 to stop work on the pipeline, put the job 

in a safe condition and move the men and equipment off the job, and 

then at some later time, such as 60 to 90 days later, to reemploy 

and reassemble the crews, move the equipment b~"cl( onto the job :md 

start the work again. 

This witness testified that it would cost about $200,000 

to leave Cbe job permanently and not return. These costs would be 

offset, however, by the move .. off costs which would necessarily be 

incurred on tb.e normal. termination of the job. 
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l~e Richfield pipeline was 55 per cent complete on May 22~ 

1959, and the contract completion date is July 15, 1959. A witness 
for Richfield testified that its pipeline would be completed by 

June 15, 1959. Another witness testified that the extra costs to be 

incurred from stopping work on the pipeline would decrease as tbe 

work neared completion. 

D. Sales of Gas by Richfield to Pacific 
Lightiij Gas Sl.!PPlY Company_ 

On April 1, 1955, Richfield entere<i into an agreecent with 

Pacific Lighting Gas Supply Company, hereinafter called Pacific 

Lighting Gas, running for a term of five years. The agreement pro­

vides for the delivery of (1) basic gas; (2) emergency gas; and (3) 

exchange gas, as defined in the agreement by Richfield to Pacific 

Lighting Gas. 

rtBasic gas" refers to gas produced by R.ichfield from wells 

which Richfield owns or in which it owns s, leasehold interest in the 

following oil fields: Rincon, Ojai, Timber canyon, Castiac Hills, 

East Los Angeles, North Belridge, Midway Sunset, Lost Hills and 

Tejon Ranch. If Richfield discovers a new oil or gas field, or 

subsequently acquires an interest in any producing field in the 

geographical areas within the State of california wherein Pacific 

Lighting is certificated to operate as a public utility, Richfield 

may add such field to the fields producing basic gas. If Richfield 

connects any of the fields producing basic gas to its own pipeline 

facilities, RiChfield may withdraw such field from the fields produc­

ing basic gas. 

"Emergency gas" is that gas which during the winter period 

Richfield is obligated to deliver to Pacific Lighting Gas at Pacific 

Lighting Gas' request from the l'iorth and South Coles Levee, Paloma, 
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Wheeler Ridge, South Cuyama and R.ussell Ranch Fields. The agreement 

provides that Pacific Lighting Gas' right to purchase emergency gas 

shall be nonexclusive. 

"Exchange gas" is the gas which Pacific Lighting Gas or its 

nominee delivers to Richfield. The quantity of such gas is to be 

equivalen~ to certain quantities of basic gas theretofore delivered 

by RiChfield to Pacific Lighting Gas, and the delivery of such ex­

change gas is to be by substitution. 

All basic gas not needed for producing operations or 

injection in the basic gas fields may be delivered by Richfield to 

Pacific Lighting Gas. Pacific Lighting Gas agrees that it will 

accept delivery of the first 5 billion cubic feet of said basic gas 

during any l2-month period ending October 31 for exchange. Pacific 

Lighting Gas is not obligated to accept in excess of 25 million cubic 

feet in any single 24-hour period. 

The followtng additional conditions apply to Pacific 

Lighttng Gas' obligation to effect exChange of basic gas: 

1.. Pacific Light:.:i.ng Gas' obligation to perform is 
l~ted to the excess capacity of its existing 
pipelines. 

2. During the winter period Pacific Lighting Gas ma:y 
curtail the delivery of exc~e gas to Richfield 
when Pacific Lighting Gas requ~res basic gas for 
other purposes. The amount of the exchange delivery 
so curtailed shall be recurned by Pacific L~'ttng 
Gas to Richfield prior to the beginning of the 
next succeeding winter period. 

3. Pacific Lighting Gas shall deliver exchange gas to 
Richfield only through existing connections along 
tl'l.e pipeline systems of Pacific Lighting Gas and 
its affiliates. . 

4. Pacific Lighting Gas does not undertake to deliver 
to Richfield at any point where exch~e of gas is 
effected, any of the identical gas dell.vered to 
Pacific Lighting Gas by RiChfield. 
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RiChfield agrees to pay Pacific Lighting Gas 4 cents per 

thousand cubic feet for exchange gas received by Richfield and used 

by it in its ~ef1nery operations or in its gas tcjec~1on and repres­

suring operations and a fee of 7 cents per thousand cubic feet for 

exchange gas received by Richfield and used by it in any of its 

operations other than refinery operations. On each monthly written 

statement rendered by Pacific Lighting Gas to RiChfield, Pacific 

Lighting Gas specifies the quantity of emergency gas which Pacific 

Lighting Gas ~ accumulate in its election to l?urCbase. Regardless 

of whether the emergency gas is purchased the foregoing fees are 

reduced by an amount specified in the agreement. 

Under Section V of the contract Richfield may, from ttme 

to time, offer to sell basic gas to Pacific Lighting Gas in lieu of 

delivering said gas to Pacific Lighting Gas for exChange gas and 

Pacific Lighting Gas may elect to purchase such basic gas at certain 

stated prices. R.ichfield may also, from time to time, offer gas from 

eme~gency gas fields to Pacific Lighting Gas at times when emergency 

gas is not requested by Pacific Lignttng Gas for delivery as emergency 

gas. Pacific Lighting Gas agrees to accept the emergency gas so 

offered and to purchase the same ai: basic gas prices or to deliver 

an equivalent amount of gas to Richfield by substitution. There is 

no evidence in the record that any sales of basic gas or emergency 

gas have been made pursuant to the provisions scated in this section 

of Che agreemenc. 

According to the recorQ, under the above referred to agree­

ment Pacific Lighting Gas has the right to purchase £rom RiChfield 

during the succeeding winter only an amount of emergency gas equal 

to the amount of exchange gas delivered by Pacific Lighting Gas to 
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Richfield during the preceding year. kny unused portion of the right 

to purchase emergency gas may not be carried over to a later winter. 

'I'b.is right to purchase emergency gas has been exercised by Pacific 

Lighting Gas during the winters 1955-56 and 1957-58. 

When asked whether Richfield would be willing to renegotiate 

a cont'ract with Pacific Lighting Gas siJ::dlar to the one above 

described which expires in 1960, a vice president of Richfield 

testified: 

I:A. I don' t think we can negotiate an e.."Ctension 
of this contract here, but certainly we are 
still in (the) business of selling gas and 
we are still holding our facilities and 
reserves in readiness to serve the utility 
companies if they need it for their fir.m 
customers." 

Pacific Lighting Gas buys gas and resells it to gas distri­

buting companies but does not offer service or deliver gas to 

consumers itself. 

E. Sales of Gas b:a Ric:hfield to 
pa.ci£l.C § an Electrl.c company. 

The record shows Rieh£ield has made CWO SIll4l.1 sues of gas 

in the Sacramento Valley to the Pacific Gas and Electtie Company, and 

that: there are no restrictions as to the use of that gas by the 

Pacific: Gas and· Electric: Company. No copies of c:onerac:t:s with the 

Pacific Gas and Electric Company were introduced into evidence. A 

vice president of Richfield, however, testified: 

~:A. We have in negotiation, in fact it is very 
closely in shape to execute, a contracc 
with the pacific Gas and Electric Company 
to furnish them pe~(ing service similar to 
the service we ~e offered Pacific Lighting 
Corporation [paCific Lighting Gas SUpply 
Company""J ." 
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F. Richfield· s Dedication of 
GaS Reserves to the public. 

A vice president of Richfield testified regarding the 

general policy of Richfield respecting the sale of gas as follows: 

"I think numerous people in the gas company are well 
aware of our policy, but perhaps everyone here is not. 

"Number one) the first call on our gas is and always 
wUl be pressure maintenance in our oil fields. It varies 
in different fields and in different pools, but for every 
three to six thousand M cubic feet of gas which we inj ect 
in our oil fields, we recover an additional barrel of oil 
which would not otherwise be recovered. Simple arithmetic 
will show you that gas is worth for injection purposes, 
worth to us somewhere between fifty cents and a dollar a 
barrel--a dollar a thousand cubic feet. 

'twe submit that that is the highest use that gas can 
be devoted to and it is more tmportant to the State of 
California that we realize the maximum recovery from our 
reserves than it is to sell gas for any other purpose. It 
makes more incom~ for the State, it makes more jobs, it 
makes more taxes, it makes more everything that helps 
California, than anything else 'tbat we could do with our 
gas. 

"Number two, we have for many years refrained from 
malting any long-term contracts for the sale of gas on a 
day-to-day basis. 

"However ~ we did not coneurren'tly refrain from selling 
emergency gas or contracting to sell emergency gas. We 
felt that the company should not and could not refuse to 
make its facilities and its reserves available to the 
utility companies if the gas were required for the firm 
customers of the utility companies. 

t~7e maintained that policy in the face of an extremely 
unsatisfactory price for such peald .. ."g service. 'to1e gave it 
to them at virtually border price. 

"Recently we have added very substantially to our 
reserves) I say, in the last year or two, we have finally 
reached a point where we are willing to sell a li:rni~ed 
amount of gas on a day-to-day basis. 

~~The Edison Company approached us and offered a 
better price ehan either of the large purchasing utilities 
were willing to offer. So we took it. 
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"Bear in mind, now, that the commitment to Edison 
is for 500 million M cubic feet over 25 years. At 
that rate of depletion, 7S years would be required to 
deplete'our present reserves. 

"We want to sell it faster than that. We thinl<: 
that tile second highest use for our gas in california 
is to meet the peak requirements of the utility companies 
and we are still in business, we are still prepared to 
render Chat sort of service • 

•••• 

III think I stated that !Richfield's intention not 
to sell gas to any industria'! firm other than Edison 7 
pretty clearly in outlining our policy with respect to 
the sale of gas. Our commitment to Edison encompasses 
all the gas that we wish to sell at this time, except for 
peaking purposes. 

"Now, you realize that gas for peaking purposes 
normally does not involve large volumes but it does in­
volve vcry high rates, so we feel that we can maintain an 
exception of peaking gas from the general statement that 
we have sold all the gas to E<.lison Company that we wish 
to sell at: this moment." 

In outlining the onerous conditions, so far as R.ichfield is 

concerned, in the proposed contract of January 22, 1958, which is in 

the fOnl of a letter to Southern California and Southern Counties Gas 

Companies from the Southern California E<iison Company and Edison 

Securities Company, the vice president of RichfielG testified: 

'~ell, this excess gas provision I objected to 
violentll but perhaps, all things considered, we might 
finally 4"laVe accepted it so I won I t go into it. It pro­
vided that if we delivered over 400 billion cubic feet 
that the gas c~any had the right: to buy some port:ion 
of that gas and if we delivered over SOO billion cubic 
feet ti1ey have the option to purchase additional quantity 
of that gas. . 

"Now, I let that go in, into the final draft but was 
advised by someone else the last day before we considered 
signing it that that might constitute a dedication of our 
reserves at that point to the Pacific Lighting Corporation 
which, as I stOlted earlier, we hav'e never done and do not, 
propose 'i:o do except for peaking 'P'Ul:'pOses. n 

-29-



" 
C'. 6225~ et ~ ds* 

G. Richfield's Refusal to Sell Gas to Others. 

The record shows that Richfiela has refused to sell gas to 

others than Pacific Lighting Gas:J Pa.cific Gas ..and Electric Company ~ 

and Edison. The followingtestimony of one of R.i.ch£ield's vice 

presidents appears in the transcript: 

"Q. Yes, now do you have any other negotiations 
pending for the sale of gas leo any other 
persons, f~ or corporation? 

itA. No, the only dealings we have in negotiation 
or which we would consider at this point or 
which we have executed are the Edison deal, 
the proposed Pacific Gas and Electric Company 
deal and the deal with Pacific Lighting which 
is presently in effect. 

"Q. Which is current? 

itA. We have no other plans. 

"Q. And do you have any policy as to whether you 
would or would not entertain negoeiations for 
;my other sale of gas? 

~"A. At this time we would not. In fact as I 
testified this morning, we have refused half 
a dozen industrial users." 

v • Constitutional and 
Statuto~ ProviSiOns 
Perta~ ~to PUbl1c 
Ut111ty Corporations. 

The following sections of the California Constitution and 

of the California Public Utilities Code pertain to the operations 

and practices of public utility gas corporations and will be 

considered by this Commission in determining the issues involved in 

these proceedings: 

A. Constitutional Provision: 

';Artiele XII. 
Sec. 2'3. Every private corporation, owning, 

operating, managing, or eontrollix1g any ••• 
pipe line, plant, or equipment, or any part 
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-' of such. ••• pipe line ~ plant or equipment 
within, 'this State~ for the transportation or 
conveyance of ••• freight of any kind, ••• 
or for the production, generation, transmis­
Sion, delivery or furnishing of heat, light, 
water or power ••• , either directly or in­
directly, to or for the public, and every 
common carrier, is hereby declared to be a 
public utility subject to such control and 
regulation by the Railroad CommiSSion as 
may be provided by the Legislature, and every 
class of private corporati,~s, ••• hereafter 
declared by the Legislature to be public 
utilities shall likewise be subject to such 
control and regulation. The Railroad C~ 
mission shall have and exercise such power 
and jurisdiction to supervise and regulate 

"~I ,public utilities, in the State of California, 
"and t'o fix the rates to be charged for com­
modities furnished, or services rendered by 
public utilities as shall be conferred upon 
it by the Legislature, and the right of the 
Legislature to confer powers upon the Rail­
road Commission respecting public utilities 
is hereby declared to be plenary and to be 
unlimited by any proviSion of this Constitu-
tion. • •• If 

Statutory Provisions: 

"207. 'Public or any portion thereof' means 
the public generally, or any limited portion 
of the public, including a person, private 
corporation, municipality, or other political 
subdivision of the State, for which the service 
is performed or to which the commodity is 
delivered." 

\ 

"216.(a) 'Public utility' includes every ••• 
gas corporation, ••• where the service is 
performed for or the commodity delivered to 
the public or any portion thereof. 

" (b) Whenever any ••• gas corporation ••• 
performs a service or delivers a commodity to 
the public or any portion thereof for which 
any compensation or payment whatsoever is 
received~ such ••• gas corporation ••• is a 
public utility subject to the ju=isdiction~ 
control ~ and regulation of the Commission and 
the provisions of this part. 
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.l (c) When any person or corporation performs 
any service or delivers any commodity to any 
person, private corporation, municipality or 
other political subdivision of the State, which 
in turn either directly or indirectly, mediately 
or 'immediately, performs such se'rVice or delivers 
such commodity to or for the public or some 
portion thereof, such person or corporation is a 
public utility subject to the jurisdiction, con­
trol, and regulation of the commission and the 
provisions of this part. 

u2Z1. 'GaS plant' includes all real estate, 
fixtures, and personal property, owned, controlled, 
operated, or managed in connection with or to 
facilitate the production, generation, transmission, 
delivery, or furnishing of gas, natural or manu­
factured, for light, heat, or power. 

1:222. r Gas corporation' ix~cludes every corporation 
or person owning, controll:lLng, operating, or 
managing any gas plant for compensation within this 
State, except where gas is made or produced on and 
distributed by the maker or producer through private 
property alone solely for his own use or the use 
of his terumts and not for sale to others. 

'~704. Except as otherwise provided in this section, 
no foreign corporation, other than those which by 
compliance with the laws of this State are entitled 
to transact a public utility business within this 
State, shall henceforth transact within this State 
:my p1.1blic utility business, nor shall arry foreign 
corporation which is atpr<~sent lawfully transacting 
business within this State henceforth transact within 
this State any public utility business of a character 
different from that which it is at present authorized 
by its charter or articles of incorporation to trans­
act. No license, pe:mit, or franchise to own, 
control, operate, or manage any public utility bus­
iness or any part or incident thereof shall be 
henceforth granted or transferred, directly or 
indirectly, to any foreign corporation which is not 
at present lawfully trmlSa.cting within this State a 
public utility business of like character. 

(:Foreign corporations etlgaging in commerce 
with foreign .nations or cormnerce among the several 
states may transact within this State such cOtmllerce 
and intrastate commerce of a like character; pro­
vided, however, that no such fored.gn corporation 
shall be permitted to engage in intrastate commerce 
within this State until it. shall have first complied 
with the laws of this State respectitlg foreign 
corporations •••• 



;1767. Whenever the comm.ission~ after a hearing had 
upon its own motion or upon complaint of a public 
utility af£ectecl~ finds that public convenience md 
necessity require the use by one public utility of 
all or any part of the ••• pipes, or other equip­
ment, on, over ~ or under my street or highway, and 
belonging to another public utility, and that: such 
use will not result in irreparable injury to the 
owner or other users of such property or equipment 
or in any substantial detriment to the service, 
and that such public utilities have failed to 
agree upon suCh use or the terms and conditions or 
compensation therefor, the commission may by order 
direct that such use be permitted, and prescribe a. 
reasonable compensation and reasonable terms and 
conditions for the joint use. If such use is 
directed, the public utility to whom the use is 
permitted shall be liable to the owner or othcar 
users foZ' such c.1.amagc as o::ry result therefrotl to 
the property of tb.e owner or other usors thereof, 
and the comcission cay asccrtafn and direct the 
paytlent, prior to such use, of fair and just com­
pensation for damage suffcre~, if any. 

1:1001. No ••• gas corporation ••• shall begin the 
construction of a ••• line, plant, or system, or 
of my extension thereof, without having first 
obtained from the commission a certificate that the 
present or future public convenience and necessity 
require or will require such construction. 

"This article shall not be construed to require 
any such corporation to secure such certificate for 
an extension within any city or city and county 
withtn which it has theretofore lawfully commenced 
operations, or for an extension into territory 
either within or without a city or city and county 
contiguous to its street railroad, or line, plant, 
or system, and not theretofore served by a public 
utility of like character) or for an extension with­
in or to territory already served by it, necessary 
in the ordinaxy course of its business. If any 
public utility, in constructtog or extending its 
line) plant ~ or system., interferes or is about to 
interfere with the operation of the line, plant, 
or system of any other public utility, already 
constructed, the commission, on complaint of the 
public utility clatmtng to be injuriously affected, 
may, after hearing, make such order and prescribe 
such terms and conditions for the location of the 
lines, plants, or systems affected as to it may 
seem just and reasonable. 

111002. No public utility of a class specified in 
Section 1001 shall henceforth exercise any right 
or privilege under any franChise or permit hereafter 
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granted, or under any franchise or permit hereto­
fore granted but not heretofore actually exercised, 
or the exercise of which has been suspended for 
m.ore than one year, without first having obtained 
from the commission a certificate that public 
convenience and necessity require the exercise of 
such right or privilege. This section shall not 
validate any right or privilege now invalid or 
hereafter becoming invalid \mder any law of this 
State. 

"1006. When a complaint has been filed with the 
commission alleging that a public utility of the 
class specified in Section 1001 is engaged or is 
about to engage in construction work without 
having secured from the commission a certificate 
of public convenience and necessity as required 
by this article, the commission may, with or with­
out notice, make its order requiring the public 
utility complained of to cease and desist from 
such construction until the commission mal.{es and 
files its decis~on ~~ ~~; ~~llifti ii iHiii int 
kther order of the commissiOn." . 

VI. ~;glle of FOreign co:.po'tat101O. to 
ur~ that It Cannot Ope-r at~ as 
ablic ut11icy in Cali%ornia. 

As stated in the opening post-oral argument brief of 

Southern Counties Gas Company) notwithstanding the provisions of 

Seceion 704 of ehe Public Utilities Code, 4 fore~ corporat£on 

which operates as a public utility in this State becomes subject 

to the regulatory jurisdiction of this Commission. This Commission 

can direct it eo cease and desist its operations as a public utility, 

Albert Bros. Milling Co., 31 CRe 851, 852 (1928). The Commission 

can direct it to file its rates, Babcock v. Don Lugo Co~., 45 CRe 
699, 701 (1945). A foreign corporation cannot avail itself of suCh 

corporate incapacity, as such objection lies alone with the people 

of the State of California, Webster IV!fg. Co. v. Byrnes, 207 Cal. 

630, 640 (1929). 
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VI1. Positions of Certain Intervenors 
and Interested Partie-2-

The City of Los A:ngelestook the position that the 

Co~ission should exercise statutory control over the transportation, 

distribution and pricing of natural gas in California, wherever it . 
has jurisdiction, and expre,ssed the views that grants of jurisdiction 

to the Commission in this area should be liberally construed; that 

where a gas corporation is eertifieat~d withfn a marketing area, 

another should not be permitted to enter unless a clear showing is 

made that adequate service I~therwise would not and could not be 

obtained; and that national policy may limit or restrain direct 

deliveries of natural gas for steam. boiler fuel. 

Unless sound princ.iples axe maintained in the certification 

process the City of Los Angeles visualizes that the following things 

would happen: 

(a) Duplicattng gas facilities would be constructed, 
some of them for nonregulated industrial purchasers, and 
high load factor advantages would be lost. Many of these 
would not only ~pair the efficient use of the streets and 
highways, adversely affect property values and waste land 
uses, but it would inevitably multiply the costs whiCh 
finally must be paid by bo~ gas and electric customers 
and by the economy otherwise. 

(b) There might be unwarranted increases in the cost 
of gas, to the utlimate detriment not only of firm gas 
customers> but all other gas customers and> finally, of 
electric power customexs. 

(c) Basically, tbe existing facilities for the 
transportation, storage and distribution of natural gas 
largely have been developed for the firm customers. Were 
it no~ for the investments the fir.m customers have made, 
it would be doubtful that gas steam boiler and similar 
uses would be enjoying the facilities whiCh presently are 
avaUable to them. 

(d) It would be most unfair if the interests of the 
f~ customers were now to be thwarted by the diversion 
of natural gas to unregulated channels. 
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The San Diego Gas & Electric Company took the position 

that invasion of a certificated territory will result in a detriment 

to the consuming public; that increased costs have been demonstrated 

in the evidence which will result: from the -duplication of these 

facilities; that the Commission should maintain the integrity of the 

Southern Counties Gas Company's certificate of public convenience and 

necessity in the area where the Mandalay station is located; that to 

provide the consuming public whiCh is often powerless to take its 

bustnoss elsewhere, with satisfactory service at reasonable prices 

entails regulation and elimination of dupli~ation and wasteful 

competition; that this propoeal will not only increase the cost of 

gas for the consuming gas public, but it will increase the cost for 

the electric customers because Edison is paying a high premium of 

t.hree to four cents per Mcf for an entue year just for the privilege 

of getting uninterruptible gas which saves interruption just a few 

days a year; and that it is questionable if a large electric utility 

should compete with a gas utility to bring gas in from the field to 

meet the air pollution problem when it best can be done on an 

integrated gaS program. 

Counsel for the San Diego Gas & Electric COmpany stated 

that counsel for the City of San Diego is in general accord with the 

poSition above stated. 

The California Farm Bureau Federation was amd.ou.~ to see 

that the customers of the electric company receive service at as low 

a cost as possible but where a customer requires fuel service within 

an area, it stated, sound regulatory practice requires that the 

customer ta1<.e service from the certificated supplier. It stated the 

opinion that future problems will be minimized if 1:he d.irect approach 

-36-



" 
C. 6225, et _ <is /I'fB *':I 

of exercising control and jurisdiction over the proffered service by 

Richfield is adopted; that a flanking approach, that is, exercising 

control only of Edison's purchase arrangements and agreement will 

involve this Commission in interminable hearings on every and all 

purchase contracts and eventually usurp the prerogatives-of utility 

management; and that the Commission has the necessary authority and 

power to effect such a solution to this problem. 

VIII. Findings and Conclusions. 

All pending motions that evidence be stricken from the 

record are hereby denied. 

Upon careful consideration of the entire record in these 

proceedfngs, the Commission finds and concludes as follows: 

1. Richfield Oil Corporation, in respect to its gas operations, 

is a gas corporation which owns, controls, operates, and manages a -­gas plant for compensation within this State. 

2. Richfield Oil Corporation, in respect to its gas operations, 

is a public utility gas corporation subj ect to the jurisdiction of 

this Commission (1) which has dedicated gas reserves in this State 

over and above the requirements of gas for its own use and gas 

facilities in this State to the public and (2) which has performed 

and is perfoming se:rvice and has delivered and is delivering gas to 

private corporations which in turn either directly or indirectly, 

mediately or tmmediately, perform such service and deliver such gas 

to the public. 

3. Richfield Oil Corporation is not acting as the agent for 

and is not the alter ego of Southern California Edison Company in the 

construction of natural gas transmission facilities to the Mandalay 

generation station of Southern California Edison Company. 
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4. Rieh£ield Oil Corporati.ou as a. publ.ic ut:i.lity gas corpora­

tion has be~ the construction of a gas pipeline extending into 

territory not contiguous to nor within territory already served by 

it without first ha~g obtained from the Commission 4 certificate 

that the present or future public convenience and necessity require 

or will require such construction. 

S. Richfield Oil Corporation has obtatned a Special Use Permit 

from the Forest Service of the United States Department of Agricul­

ture, Exhibit No.1, Case No. 6225, for the purpose of installing, 

operating and maintaining approximately 21 miles of 2O-inch gas 

transmission pipeline and appurtenances thereto whiCh pipeline is 

proposed to be used in connection with the sale and delivery of gas 

by the Richfield Oil Corporation to Southern California Edison 

Company for use as fuel at its Mandalay Steam-Electric Generating 

Plant. Richfield Oil Corporation has not applied for nor received 

from this Commission a certificate of public convenience and neces­

sity authorizing it to exercise the rights and privileges under said 

permit as required by Public Utilities Code Section 1002. 

:5. Southern CO'tlnties Gas Company has on file with this Com­

mission an fnte:ruptible Schedule G-54 for gas service to the pUblic 

utility steam-electric plants and a firm fndustrial SChedule G-40 

for gas service to large industrial customers but no schedule that 

is reasonably designed for semifir.m gas service to public utility 

steam-electric plants. 

7. Southern Counties Gas Company has the facilities and is 

willtng to construct the necessary additional facilities to serve the 

Mandala.y plant of Southern California Edison Company on an inter­

ruptible basis under Schedule G-54, but no showing has been made that 

-38-



C~ G225, et ,. ds~...E:" 

Southern Co\1D.ties Gas Company has the facilities or is willing to 

provide the facilities reasonably necessary to serve such plant on a 

semifirm. basis. 

8. In view of (1) the possible alternate use to transport oil 

of the pipeline which is be~ constructed by Richfield Oil corpora­

tion at this time to serve the Mandalay steam plant of Southern 

California Eciison Company; (2) the fact that the contract completion 

date of said pipeline is July 15, 1959, and that there is evidence 

in the record that the WCI'r!t ,on the pipeline was to 'be completed 

June 15, 1959; and (3) the absence of any evidence that Southern 

Counties Gas Company of California is willing anti able reasonably to 

serve the Mandalay steam plant of Southern California Edison Company 

on a semifirm basis as appropriately may be required by Southern 

California Edison Company, (a) the Coomission will not at this t~e 

issue an inter~ order directing the Richfield Oil Corporation to 

cease and desist from the construction, maintenance and operation of 

said pipeline, (b) the Commission will not at this time issue an inter-

1m order directing Richfield Oil Corporation to cease and desist from 

exercising the rights and privileges \1D.der the Special Use Permit from 

the Forest Service of the United States Department of Agriculture, 

and (e) the Commission will not at this time issue an interim order 

directing Southern California Edison Company to cease and desist from 

proceeding with the arrangement ~Lth Richfield Oil Corporation wbereby 

Richfield Oil Corporation proposes to deliver gas to Southern C~~­

fornia :Zcason Comp.my a.t its Mandala.y Steam-Electric Generating Station. 

9. Richfield Oil Corporation should be required to file wi.th 

this Commission copies of complete tariff schedules applicable 
to its public utility gas sales and service. 
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10. In view of the fact that the contract between Richfield 

Oil COrporation and Southern California Eciison Company contains 

escala.tor clauses and in view of the fact that the Commission under 

the law regularly authorizes only such rates and charges as are based 

on prudently incurred costs, both Richfield Oil Corpo~ation and 

Southern California Edison Company should be prepared to substantiate 

as just and reasonable the prices for gas which R.ichfield Oil 

Corporation proposes to charge Sout.hern California Edison Company. 

The Commission is hereby directing all parties' attention 

to the fact that this Commission has opposed automatic escalator 

provisions and has required utilities under its juxisdiction to 

predicate rates on prudently incurred costs. !'he use of escalator 

devices gives cause for grave concern. Such devices in the United 

States bring about concerted"price changes all of which are without 

reference to actual costs. 

!his Commission has opposed price increases based upon 

contract provi9ions alone without supporting costs before the Federal 

Power CommisSion. lhis Commission, as well, has the dUty to safe­

guard consumer fnterests from such arbitrary, artificially predicated 

rate increases within California. 

11. In the event Richfield Oil Corporation delivers and sells 

gas to Southern California Edison Company prior to obtaining 

authorization from this Commission, (1) Richfield Oil Corporation 

should be requi:red to maintain records showing the charges for and 

volume of suCh sales and file monthly reports containing such·~. 

formation with this Commission an6 (2) Southern California Edison 

Company likewise should be requireci to maintain records showing the 
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amounts paid for and volume received through its purchases of gas 

from Richfield Oil Corporation and file monthly reports conts;ning 

such information with this Commission. 

All parties hereto are hereby placed on notice that (1) 

Richfield Oil Corporation will be required to refund to Southern 

California Edison Company any portion of the charges for such gas 

as may be found by this Commission not to be just and reasonable, 

and (2) Southern California Edison Company will be required to 

exclude from its costs for purposes of justifying the reasonableness 

of its own rates any portion of the charges for such gas as may be 

found by this Commission not to be just and reasonable. 

12. The Commission should tnstitute an order of investigation 

for the purpose of determining whether Southem Counties Gas Company 

of California and Southern California Gas Company should be directe~ 

to file a t~~f; ~~~~g~.~ 2""*tl~ §~if1:IJD b~ ~~mce at lust and 
reasonable rates to large ste~-clecer~c generat~ p~ant c~tomcrs 

for boiler ruel use. 

13. !he Commission should institute an order of investigation 
for the purpose of determ~ing (1) whether it should issue to 

Richfield Oil Corporation: (a) a certificate of public convenience 

and necessity to operate and maintain the gas pipeline and facilities 

necessary to serve gas to Southern California Edison Company at its 

Mandalay steam plant for boiler fuel use, and (b) a certificate of 

public convenience and necessity to exercise the ri&h~s and privileges 

under the Special Use Permit from the Forest Service of the United 

States Department of Agriculture; and (2) whether public convenience 

and necessity require: (a) the use by Richfield Oil Corporation of 

:.my part of the gas pipelines and other gas facilities of ;Pacific 
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Lighting Gas Supply Company, Southern california Gas Company and! or 

Southern Counties Gas Company of California, and (b) the use by 

Pacific Lighting Gas Supply Company, Southern Californ;i.a Gas Company, 

tJnd/ or Southern Counties Gas Co'tllpany of California of ally psrt of 

the gas pipelines and other gas facilities of Richfield Oil Corpora­

tion. 

14·. The t".qo Commission investigations referred to in paragraphs 

12 and 13 above and Application No. 40288 of Southern California Gas 

Company and Southern Counties Gas Company of California should be 

consolidated for hearing or further hearing, as the case T:JI:r;f be, with 

Case No. 6225, Case No. 6245 Case No. 6267 and Application No. 39250. 

15. Nothfng in this decision should be construed as foreclosing 

further negotiations among Southern california Edison Company, 

Richfield 05.1 Corporation and the Pacific Lighting Group of gas 

companies (Pacific Lighting Gas Supply Company, Southern california 

Gas Company and Southern Counties Gas Company of California) to 

develop mutually satisfactory arrangements for providing gas to 

Southern california Edison Company for use as boiler fuel in its 

steam-generating plants. It is unquestionably in the public interest 

to have gas and other fuel supply arrangements which will adequately 

meet the %'equirements of the gas .and electric eust:omers :1:n the 

most economical manner possible. 

INTERIM ORDER 

The abov~ matters having been filed, public hearing having 

been hel~ thereon, and the Commission being fully advised in the 

premises, 
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IT IS ORDERED that: 

1. Within six months after the effective date of this order, 

Richfield Oil Corporation, in conform=ce with General Order No. 96, 

shall file with this Commission foux copies of c10cplete tariff ",.-

schedules applicable to its public utility gas sales and service. 

Said tariff rates may be suspended for the period specified by 1~ 

until such time as upon reasonable notice this Commission may enter 

upon a hearing concerning the lawr-ulncss of said tariff rates as filed 

to determine whether or not cha=ges therc'l.mder 34e just and reasonable. 

2. In the event Richfield Oil. Corporation delivers and sells 

gas to Southel:n Califo:rnia E~ison Company prior to obtaining 

authorization from this Commission, (1) RiChfield Oil Corporation 

shall maintain records showing the charges for and volume of such 

sales and 0:1 or before the last day of the succeeding calendar month 

shall file with this Commission a report showing such info~ation with 

respect to such sales durfog the preceding calendar month, and (2) 

Southern California Edison Company shall maintain records showing the 

amounts paid for and volumes received tbzough its purchases of gas 

from. Richfield Oil Corporation anci. on or before the last day of the 

succeeding calendar month shall file with this Commission a report 

showing such info:rm.ation with respect to such purchases during the 

preceding calendar month. 

Such reco:-ds are to be maintained in order to enable this 

Commission subsequently to detel:Illine (1) the amount of refunds) if 

any, which R.ichfield Oil Corporation will be required to make to 

Southern California Edison Company a1ld (2) the a:ll1O'tmt of costs, if 

any, to be excluded in arriving at p'.Ndent costs to be used in 
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determing the reasonableness of Sou't:hern california Edison Company' 8 

own rates for electric service. 

3. Concurrently with the issTUlnce of this interim decision, 

the Commission is instituting inves1t:igations in accordance with the 

findings and conclusions stated in paragraphs numbered 12 and 13 

under the beading l'V111. Findings ~lnd Conclusions." in the interim 

opinion hereof. Said Commission Investigations) case No. ~3 ,." 
and case No. c".:o30 , arc hereby consolidated for hearing with 

Cases Nos. 6225, 6245, and 6267 and Applications Nos. 39250 and 40288. 

Such consolidated hearing shall be held before Commissioner 

~ey and Examiners Cline and Edwal~ds, or such othe~a;'~ officers 

~~ hereafter be designated, at 10 o'clock a.m. on~ 
~ day of September, 1959 in the Commission courtroom, Mirror 

Building, 145 South Spring Street, Los Angeles, california. 

the effective date of thi~; order sball be thirty days after 

the date hereof. 

The Secretary is directed to cause certified copies of this 

order promptly to be served upon Ric:hfield Oil Corporation, Southern 

California Edison Company) Pacific I,ighting Gas Supply Company, 

Southern California Gas Company, and Southern Counties Gas Company of 

California and to cause copies to be: mailed promptly to the other 

parties in each of the proceedings herein and to the other parties in 

Application No. 40288. 

Dated at 4,.. Jl:r~ , . California, this 
~ 

~ .. day 

of av~~ ) 1959. 
7J 

Commissioners 

Com1ss! on or ...... ~et~ ~~.MMRRm.; be1Dg 
nooessar11y aos~nt. did not partiCipate 
in ~he d1spoait1o~ 0: this proceeding. 
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORr..'"IA 

SOUTHERN COUNTIES GAS COMPANY OF ) 
CALIFORNIA, e corporation, ) 

) 
Complainant, ) 

) 
vs. l Case No. 6225 

RICHFIELD OIL CORPORATION, a 
corporation, et al., ) 

Defendants. 
) 
) 

SOUTHERN COUNTIES GAS COMPANY OF ) 
CALIFORNIA, a corporation, ) 

Complainant, ~ 
\ , 

VS .. 

~ Case No. 6'.45 
SOTJTHER..~ CALIFORNIA EDISON COMPANY, 

a corporation, et al., 

~ Defendants. 

Investigation on the Commission's ) 
own Motion into the Operations and 

~ Practices of SOur.d:ERN CALIFORNIA case No. 6267 
EDISON COMPANY and RICHFIELD OIL 
CORPORATION. ) 

In the Matter of the Application of ) 
SOUTHERN CALIFORNIA EDISON COMPANY, ~ a corporation, under Section 1001 
of Public Utilities Code, for cer- ) Application No. 39250 tificato of public convenience and ) 
necessity re construction, mainte- ) 
Dance and operation of certain Fuel ~ Gas Facilities. 

DISSENTING OPINION 

I dissent from the major findings, conclusions, and order­

ing paragraphs of the majority opinion and interim order which find, 
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or which are predicated upon a finding~ that Richfield Oil Corpora­

tion, in respect to its gas operations, is a public utility gas 

corporation subject to the jurisdiction of this Commission. 

I specifically dissent from the following findings and 

conclusions of the majority opinion: 

1. Those set forth in the final paragraph of Subdivision A 

of Section IV thereof, wherein the Commission finds and concludes 

that the acceptance of the special use permit by Richfield Oil 

Corporation "constitutes compelling evidence of dedication of its 

facilities to a public use." 

2. Taose set forth in paragraph 2 of Section VIII thereof, 

but only to the extent that the Commission therein finds and con­

cludes that '~chfield Oil Corporation, in respect to its gas oper­

ations) is a public utility gas ct.)rporation subject to the jurisdic-. 
t10n of this Commission (1) which has dedicated gas reserves in 

this State over and above the requirements of gas for its own use 

and gas facilities in this State to the public and (2) which has 

performed and is performing service and bna delivered and is 

delivering gas to private corporations which in turn ei"ther directly 

or indirectly, mediately or immediately, perform such service and 

deliver such gas to the public;p ••• " 

3. Those set forth in paragraph 4 of Section VIII thereof, 

wherein the Commission finds and concludes that "Richfield Oil 

Corporation as a public utility gas corporation has begun the con­

struction of a gas pipeline extending into territory not contiguous 

nor within territory already served by it without first having 

obtained from the Commission a certificate that the present or 

fut\lX'e public convenience and necessity require or will require 

such construction." 
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4. Those set forth in the final sentence of paragraph 5 of 

Section VIII thereof, but only to the extent that such findings and 

conclusions are predicated upon a previous finding and conclusion, 

or imply, that Richfield Oil Corporation bas heretofore acquired 

such status as would preclude its right to exercise the rights and 

privileges eonferred upon it by the special use permit obtained by 

it from the Forest Service of the U~ted States Department of 

Agrieulture, unless Richfield Oil Corporation first applied for and 

received from this Commission a certificate of public convenience 

and necessity pursuant to the provisions of Section 1002 of the 

Public Utilities Code. 

5~ Those set forth in paragraph 8 of Section VIII thereof, 

but only to the extent that such findings and conclusions are 

predicated upon a previous finding and conclusion, or imply, that . 
Richfield Oil Corporation, with respect to its gas operations, hias 

heretofore become a public utility gas corporation, or that this 

Commission, as a consequence of Richfield Oil Corporation's present 

statUs with respect to its gas operations, may lawfully issue an 

order or inter~ order (a) directing Richfield Oil Corporation to 

cease and desist from the construction, maintenance, and operation 

of the pipeline which is being constructed by it to serve the 

Mandalay steam. plant of Southern California Edison Company, or 

(b) directing Richfield Oil Corporation to cease and desist from 

exercising the rights and privileges under the special use permit 

from the Forest Service of the United States Department of Agricul­

ture, or (c) directing the Southern California Edison Company to 

cease and desist from proceeding with the arrangement with Richfield 

Oil Corporation whereby Richfield Oil Corporation proposes to 

deliver gas to Southern California Edison Company at its Mandalay 

Steam-Electric Generating Station. 
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6. Those set forth in paxa'.graph 9 of Section VIII thereof, 

wherein the Commission finds and concludes that nRic~field Oil 

Corporation should be required to file with this Com:dssion copies 

of its complete tariff schedules app:icable to its public utility 

gas sales and service." 

7. Those set forth in paragraph 10 of Section VIII thereof, 

but only to the ~~ent t~at the Commission the.c~ fir.ds ~d con­

cludes that n ••• Richfield Oil Corpor&tion ••• shoule be prepared 

to substantiate as just and reasonable the prices for gas which 

Richfield Oil Corporation proposes to charge Southern California 

Edison Company ••• ". 

8. Those set forth in ?aragra?h 11 of Sec~ion VIII thereof, 

but only to the extent (a) that the Commission therein finds and 

concludes that "In the event Richfield Oil Corporation delivers and 

sells gas to Southern California Edison Company prior to obtaining 

authorization f.om this Commission, ••• Richfield Oil Corporation 

should be required to maintain records showing the charges for and 

volume of such ssles and file monthly reports containing such infor­

mation with this Commission ••• n, and (b) to the extent that in the 

second paragraph of said finding and conclusion number "11", all 

parties are placed on notice that Richfield Oil Corporation Will be 

required to refund to Southern california Edison Company any portion 

of the charges for the gas sold by &ichfield Oil Corporation to 

Southern California Edison Company as may be found by this Coramis-

sion not to be j~st and reason~ble. 

9. Those set forth in paragraph 13 of Section VIII thereof, 

wherein the Commission finds and concludes that the Commission 

"should institute an order of investigation for the purpose of 
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determintng (1) whether it should issue to Richfield Oil Corporation: 

(a) a certificate of public convenience and necessity to operate and 

maintsin the gas pipeline and facilities necessary to serve gas to 

Southern california Edisotl Company at its Mandalay steam plant for 

boiler fuel use, and (b) ~L certificate of public convenience and 

necessity to exercise the rights and privileges under the Special 

Use Permit from the Forest Service of the United S~ates Department 

of Agriculture; and (2) whether public convenience and necessity 

require: (a) the use by Richfield Oil Corporation of any part of the 

gas pipelines and other gas facilities of Paeific Lightiug Gas 

Supply Company, Southern California Gas Company and/or Southe..'¥"tl 

Counties Gas Company of California, and (b) the use by Pacific 

Lighting Gas Supply Company, Southern California Gas Company, and/or 

Southern Counties Cas Company of California of any part of tbe gas 

pipelines and other gas facilities of Richfield Oil Corporation." 

10. Those set forth in paragraph 14 of Section VIII thereof, 

but only to the extent that the Commission therein f::.nds and con­

cludes that the Commission investigation referred to in paragrapb 13 

of said Section VIII If should be consolidated for bearing or further 

hearing, as the case may be, with Case No. 6225, case No. 6245, 

Case No. 6267 and Application No. 39250. 

With respect to the interim order, I specifically dissent 

from the following ordering paragraphs: 

1. Paragraph 1 wherein Richfield on Corporation is ordered, 

within six months after the effective date of the order, to file 

with the Commission four copies of its complete tariff schedules 

applicable to its public utility gas sales and service, in 

conformance with the Commission's General Order No. 96. 
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2. Paragraph 2, but only to the extent that (8) in the event 

Richfield Oil Corporation delivers and sells gas to Southern Cali­

fornia Edison Company prior to obtaining authorization from this 

Commission, Richfield Oil Corporation is ordered to maintain records 

showing the charges for and volume of such sales, ~d, on or before 

the last day of the succeed~ng calendar month, to file with the 

Commission a report. showing such information with respect to such 

sales during the preceding celendar month, and (b) to the extent 

that the second paragraph of said Paragraph 2 is predicated upon 8 

previous finding and conclusion, or implies, that Richfield Oil 

Corporation has heretofore acquired such stAtus as would bring it 

under the regulatory jurisdiction and authority of this Commission 

to the extent that the Commission may lawfUlly order Richfield Oil 

Corporation to make refunds to Southern California Edison Company 

pursuant to any sales of gas by Richfield Oil Corporation to said 

Southern California Edison Company made without authorization of 

this Commission, to the extent that the Commission may dete...-:mine 

such refunds to be due and payable. 

3. Paragraph 3, but only to the extent that (a) the Commission 

is instituting an investigation in accordance with the findings and 

conclusions stated in paragraph l3 of Section VIII of the maj ority 

opinion, and (b) Commission Investigation, Case No. 6330, is con­

solidated for hearing 'with Cases Nos. 6225, 6245, and 6267, and 

Applications Nos. 39250 and 40288. 

;:.;.;NATURE:.::.;:;.;.;;;.....;:O~F-:;P;..;R,;;;O.;;.;CEE;;;;,,;;· ;;.;;;D_I;;.;.NG_S;,.,..;;,;;AND;.;.;;.....;;;I.;;;.;SS_UE;..;;;;..;;.S...;r._.NV;.o,.;,,;O]~ 

The majority opinion, at pages 1 to 29 thereof, contains 

a correct and adequate s\'nmnary of the proceedings, the prinCipal 

issues thereunder, and the testimony of record on which the majority 
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based its findings and conclusions. It is therefore unnecessary 

that these matters be repeated herein except to the extent that may 

be required to clarify the reasons for this dissent. 

Only two of the majority's findings and conclusions 

require extended comment; for these two constitute the basis on 

which all the others from which I d:lssent are predicated; and if 

these two are shown to be in error, the others must necessarUy fall' 

of their own weight. The two are as follows: 

1. "That the acceptance of the special use permit 

by Richfield constitutes compelling evidence of 

dedication of its facilities to a public use" 

(M4j. opin., p. 21). 

2. "That Richfield Oil Corporation, in respect to 

its gas operations, is a public utility gas cor­

poration subject to the jurisdiction of this 

Commission (1) which has dedicated gas reserves 

in this State over and a~)ve the requirements 

of gas for its own use and gas facilities in 

this State to the public <lnd (2) which bas per-

formed and is performing service and has 

delivered' and is deliverillg gas to private cor­

por&tions which in turn e:lther directly or 

indirectly, mediately or immediately, perform 

such service and deliver such gas to the public." 

These major findings and conclusions will be considered 

separately below. 
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I. Effect of Acceptance of Special Use Permit 

The complaint in case No. 6225, filed on February 20, 1959, 

alleged that Richfield Oil Corporation had commenced the construc­

tion of a pipeline syst~ for the transmission of gas from the area 

of the oil and gas fields located at North Coles Levee and Cuyama 

Valley, in central Califo:nia, to the Mandalay steam electric gen­

erating station of Southern California Edison Company. Said Manda­

lay station, now under construc~ion, is located at a point in 

Ventw:a County, California, approxi:nately 4 miles westerly from 

the City of Oxnard, california, and lies within the area in which 

complainant, Southern Counties Gas Company, renders service as a 

public utility gas corporation. 

Defendant Richfield proposes to transmit natural gas 

~n1ich it will produce at North Coles Levee and Cuyama Valley to 

said Mandalay station, at which point Richfield will deliver, fur­

nish, and sell such gas, for compensation, to Edison. The gas will 

be used by the latter in said station as boiler fuel to generate 

electricity for light, heat, or power for sale to and use by the 

general public. 

Complainant, in the above case, requested that an order 

be issued by the Commission directing defendant Richfield to show 

csuse why it should not be required to obtain from this Commission 

a certificate of public convenience and necessity prior to the 

construction, or further construction, of said pipeline, and that an 

order be issued directing Richfield to show cause why it should 

not be ordered to cease and desist the construction of said pipe­

line system unless and until it shall have obtained from this 

Commission a certificate of public convenience and necessity 
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authorizing such construction. D~fendant Richfield denied that it 

is a public utility within the jurisdiction of this Commission. 

The record covering the subsequent proceedings arising 

out of this complaint, as well as other matters consolidated there­

with, shows that in the construction of said pipeline, it was 

necessary for Richfield to obtain a Special Use Permit from the 

Forest Service of the United States Dep3rtment of Agriculture in 

order to lay its pipeline across the Los Padres National Forest. 

The permit was accepted by Richfield on April 10, 1959, and was 

issued by the Forest Service on April 14, 1959. Richfield later 

will be required to obtain a permanent right of way from the United 

States Department of the Interior. 

In return for rights of way through Los Padres National 

Forest Richfield agreed" as provided by paragraph 18 of the per.n1t, 

to operate the pipeline as a common carrier to the extent required 

as to rights of way by the provisions of the Mineral Leasing Act, 

and within 30 days after the request of the $ecret£.ry of the 

Interior as to rights of way, to file rate schedules and tariffs 

for the transportation of oil or gas, as such common carrier, with 

any regulatory agency having jurisdiction over such transportation, 

as the secretary may prescribe. 

Complninant argued that Richfield has dedicated its 

service to tbe publiC as a common carrier under the terms of the 

Mineral Leasing Act; that a common carrier under that act is 

synonymous with "gas corporation" under Section 222 of the Public 

Utilities Code. Inherent in this argument, of course, is the 

assumption that Richfield bas acquired a public utility status as 

defined in Section 216 of the Public Utilities Code, tn that it is 
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performing a service or delivering a commodity to the public or any 

portion thereof. 

Section 207 defines the words "'Public or any portion 

thereofllt conta.ined in Section 216 to mean "the public generally or 

any limited portion of the public, including a person! private 

corporation ••• for which the service is performed or to which 

the cotrtalodity is delivered." (Emphasis added.) 

If the language of Section 207 is accepted literally, the 

delivery of gas to Edison by Richfield would, when such service is 

performed, be public utility service under Section 207. In such 

ease, the provisions of Section 1001, requiring a certificate as a 

public utility gas corporation before constructing a line would be 

applicable. However, it is clear from a review of the past deci­

sions of this Commission and of the courts of the State that the 

language of Section 207 is ~ to be ~ccep:ed literally. 

The Commission bas heretofore construed Section 207 to 

mean the public generally or any limited portion of the public 

which can either be served from the facilities of the utility or 

which might have some requirement for the services of the utility. 

In the Commission's files are tariff offerings by utilities which 

may in fact serve only one customer, but the offering is not to one 

customer alone but to aJly who may have need for the service •. The 

record shows that Richfield intends to serve only Edison at 

Yltlndalay. 

It is a well established rule of law that a regulatory 

commission cannot reach out to regulate, as a public utility, an 

enterprise which has not dedicated its property to the public serv­

ice, as the Co%lStitutions of this State and of the United States 
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guarantee freedom from regulation as a public utility in the 

absence of such dedication (Frost Trucking Co. v. Railroad Commis­

sion, (1926) 271 U.S. 583, 64 L.Ed.239). Our State Supreme Court 

has refused to ascribe public utility status to any business in the 

absence of an unequivocal intent to dedicate its property to the 

public, united with some act of dedication. 

Associated pSij1ine Co. v. Railroad Comm. 
{1917), 116 • 518. 

Allen v. Railroad Comm. (1918), 179 Cal. 69. 

Van Hoosear v. Railroad Comm. (1920), 184 Cal. 553. 

Story v. Richardson (1921), l86 Cal. 162. 

Klatt v. Railroad Cemm. (1923), 192 Cal. 689. 

Richardson v. Railroad Comm. (1923), 191 Cal. 716. 

Cu~ packfn~ Co. v. Johnson (1939), 
12 • 2d 58 • 

Ocean Park Amusement Co. v. Santa Monica 
(1940), 40 c81. App. 2d 76. 

Samuelson v. Public Utilities Cemm. (1950) 
3b car. 2d 722. 

Souza v. Public Utilities Co~ (1951), 
"57 Cal. 2a 539. 

Cnl. Water & Tel. Co. v. Public Utilities Camm. 
(1959), 51 cal. Zd 4S0. 
In Associated Pipe Line Co. v. Railroad Commission 

(176 Cal. 518), the Supreme Court of Californi4 annulled an order 

of the Commission which sought to regulate a pipeline company as a 

public utility. The court said (p. 523): 

"Indeed, such legislation if attempted would have 
been futile, since under the fourteenth amend­
ment of the federal constitution no state shall 
deprive any person of property without due process 
of law, and to take or devote private property to 
public use without compensation is s~ch depriva­
tion. The record discloses no action on the 
part of either petititoner which constitutes an 
irrevocable dedication of its property to a pub­
lic~, ••• It (Emphasis added) 
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This principle was clearly stated in Allen v. Railroad 

Commission (supra» in which the court said: 

"Our constitution and our statutory definitions 
above quoted therefore must be construed as 
applying only to such properties as have in fact 
been devoted to a public use~ and not as an 
effort to impress with a public use properties 
which have not been devoted thereto. For if the 
latter be the true construction of our consti­
tution and statues, then manifestly in their 
operation they are void wherever they unjustly 
interfere with private property or private con­
tractual rights by force of article I, sec-
tion 10, and the fourteenth amendment of the 
constitution of the United States." 

In Producers r Transportation Co. v. R. R. Com. of Califor­

~, 251 u.s. 228, 64 L.Ed. 239, the United States Supreme Court, in 

declaring the constitutional l~ts of the powers of the california 

Public Utilities CommiSSion, stated: 

"It is, of course, true that if the pipeline was 
constructed solely to carry oil for particular 
producers under strictly private contracts, and 
never was devoted by its owner to public use, 
that is, to carrying for the public, the state 
could not, by mere legislative fiat or by any 
regulating order of a commission, convert it 
into a public utility or ~ce i~s owner a common 
carrier; for that would be taktag private prop­
erty for public use without just compensation, 
which no state can do consistently with the due 
process of law clause of the 14th AxDendment:." 
(citing eases.) 

the intent to dedicate is a question of fact, and each 
case must be decided on its individual facts. 

San Leandro v. Railroad Comm. 
(1920) 18~Cal. 229. 

Mound Water Co. v. Southern Calif. Edison 
(1921),184 cal. 602. 

Stratton v. Railroad Comm. (1921), 186 Cal. 119. 

McCullogh v. Railroad c~ (1922), 190 Cal. 13. 

Klatt v. Railroad Comm. (~923)~ 192 Cal. 689. 
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Richardson v. Railroad Comm. (1923), 
191 CaI. 716. 

Southern Calif. Edison v. Railroad Comm. 
(1924), 194 cat. 757. 

Trask v. ~ (1944), 24 Cal. (2d) 373. 

the Supreme Court of California bas clearly stated that 

the following features are essential clements of public utility 

status: 

1. M1 unequivocal dedication 
of property to the public. 

(See cases cited supra.) 

2. An irrevocable dedication 
of property to the public. 

3. 

This means that a public utility cannot withdraw at 

will from its obligation to serve the public. In 

Van Hoosear v. Railroad C~ (l920)~ 184 Cal. 553, 

the Court, iu holding that a public utility cmmot 

discontinue operations without the consent of the 

Commission, stated: 

n ••• If it were a public utility bUSiness, 
as the Commission found, it would remain 
so, no matter how the number of consumers 
dwindled, even if it dwindled to none at 
all, and being a l?ublic utility business, 
authority to discontinue it could be bad 
only from the COtmnission, and could not be 
conferred by the consumers." 

Associated Pipe Line Co. v. Railroad Carom., 
176 caI. S18. 

Stoq v. Richardson, 186 Cal. 162. 

Service to restricted shippers bas been held 

to be unsuffic1ent to class a company as a 

California public utility common carrier. 
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Samuelson v. Public Utilities Comm., 
3~ cat. (2d) 722. . 
Souza v. Public Utilities Comm., 
~, cil. (2d) 539. 

In these cases the Supreme Court rejected a test of "sub­

stantial restrictiveness" adopted by the Commission and 

held that the same standard applies to public utility 

common carriers; i. e., an irrevocable dedication of 

property to the public as a class. 

4. The right of every member of the public 
~o demand service as a legal right. 

Story v. Richardson, l86 Cal. 162. 

Ocean Park, etc.~ Corp .. v. Santa Monica, 
40 cal. App. (2d 76. 

From this principle, it follows that a public utility is 

automatically liable for a refusal to render service to a 

member of the public z 'Upon demand. 

Pleasants v. North Beach & Mission 
&ailway Co., 34 Cal. 5~6. 

Tarbel v. Centra Pacific RAilway, 
l4 Cal. 616. 

A careful study of the record in this proceeding fails to 

reveal any evidence of an i~evocable dedication by Richfield of its 

p=operty to the public, nor of an unequivocal intention by Richfield 

to make such a dedication. The evidence bas merely established the 

facts admitted by the pleadings and admitted at the hearing on 

April 28, 1959; viz, that Richfield has contracted to supply Edison's 

Mand~lay Station with specified amounts of natural gas and is con­

structing a pipeline with its own money to carry out its contract. 

-14-



· e 
C.622S et al., Dissent NB 

Section 18 of Richfield's right of way permit provides: 

"18. The applicant agrees to operate the pipe line 
during the period of this permit as a common car­
rier to the extent required as to rights-of-way by 
the proVisions of the Mineral Leasing Act, and, 
within 30 da~s after the request of the Secretary 
of the Inter~or, or his delegate, as to rights-of­
way, to file rate schedule and tariff for the 
transportation of oil or gas, as the case may be, 
as such common carrier with 3:O.y regulatory agency 
having jurisdiction over such transportation, as 
the Secretary or his delegate may prescribe. tI 
(Emphasis added.) 

The provisions of the Mineral Leasing Act referred to in 

the above condition are set forth in 30 U.S.C. Sec. 185. The appli­

cable portions of Sec. 185 are quoted on pages 20 and 21 of the 

majority opinion. 

Complainant urged that' the stipulation entered toto with 

the Department of the Interior constitutes Richfield a public utility 

common carrier subject to regulation by the Commission. Entirely 

apart from the dubious constitutionality of the provisions of the 

Mineral LeaSing Act, which, by Congressional fiat, would transform 

one into a common carrier regardless of the nature of his operations, 

the question at issue is whether Richfield, by signing the stipula­

tion, became a public utility gas corporation within the meaning of 

the Public Utilities Code, as beretofor,e interpreted by this 

Commission and the Supreme Court. 

The case of Associated Pipe Line Company v. Public Utili-

ties Commission, 176 Cal 518, is directly in point. The facts in 

that case disclosed that asSOCiated con~\t1:Ucted a pipeline, the cost 

of construction being equally divided between Associated and Kern 

Oil & Trading Company, a subsidiary of Southern Pacific. Each 

company was entitled to one half of the carrying capacity of the 

lines. Kern transported its oil and delivered it to Southern Pacific 
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for the sole use of the latter. Associated produced about 22 per 

cent of the entire production of oil in the State. It used its 

o~e half interest in the pipeline to transport the oil it produced 

or purchased and transported for delivery to itself at the termini of 

the pipelines, where it was sold to consumers or resbipped to other 

points for sale to consumers. The Court stated (p.525): 

''We are unable to perceive anything in the facts 
established which does not compel the conclu­
sion that petitione:s were engaged in a purely 
private business of transporting oil through 
these pipe-lines." 

On page 529 we find: 

'~nder the Public Utilities Act the Railroad 
Commission, as an instrumentality of the state, 
is authorized to supervise end regulate every 
public utility in the state, with power to fix 
tolls and charges exacted for the service per­
formed; but it has no power to declare what shall 
constitute a public utility. But th1s, argues 
respondent, is e function of the legislature. 
Not so. The legislature possesses no such power. 
It cannot by its edict ~ that a public util­
ity which in fact is not, .and take private 
property for public use by its fiat that the 
property is being devoted 1~O a public use. If 
under the broad language u:sed in Sect:ion 23, 
Article XII, of the constil::1!t:ion, that 'every 
class of private corporations, individuals, or 
associations of individuals hereafter declared 
by the legisla~e to be public utilities shall 
••• be subject to ••• control and regulation of 
the Railroad COmmission, the legislature can by 
its mere fiat, without notice or opportunity be 
heard, and in the absence of any provision for 
compensating the owner thereof for damage~ sub­
ject petitioner's pipe-l~es to the demands of 
the public because the ~=ivate use thereof tends 
to create a monopoly or enables the owner thereof 
to secure a monopoly, it can ~!th equal propriety 
declare a grocer or dry-goods store employing 
more than a specified numbe~ of clerks to be a 
public utility; or, wlthoutt such or <lny quali­
fications, declere that ali pipe-lines used i~ 
transporting oil shall be common ca--riers of 
oil. Indeed, as to corporations, this is pre­
cisely what it has attempted to do by section 2 
of the act, which provides that every corpora­
tion owning a pipe-line, th."C'ough and by means 
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of which it transports oil, is declared to be 
a common carrier and subject to the provisions 
of the Public Utilities Act; the only limita~ 
tion thereon being, as provided in section 5, 
that it shall not ~pply where the nature and 
extent of the business is such that the public 
needs no use in the same. That such provisions 
constitute a tcl<ing of private property by the 
state for public use, without due process of 
law, which is prohibited by the fourteenth 
amendment to the federal cOTlStitution, must be 
conceded." 

If the legislature of this State possesses no such power, 

it cannot be said that Congress can confer upon this Commission jur~ 

isdiction which the legislature of this State has not conferred, 

since Article 23 of the Constitution of california confers jurisdic ... 

tion over public utilities upon this C~ssion subject to such con ... 

trol and regulation as may be provided by the Legislature. 

In the Associated Pipe Line case quoted above, the Court, 

on page 526, stated: 

"The fact that 'the bUSiness is such that the pub­
lic needs the use in the same, and that the conduct 
of the same is a matter of consequence,' as fO\m.d by 
the commission, is immaterial to the question." 

Richfield • s stipulation is to act as a common carrier only 

I:to the extent required ••• by ••• the Mineral Leasing Act." In this 

connection, it should be observed that the term "common carrier" has 

no universal meaning and that mere words cannot make a company a 

public utility. As used in the California Public Utilities Code, 

the term "common carrierft does not embrace common carriers of 

natural gas; but a public utility common carrier of natural gas is 

a public utility gas corporation~ within the meaning of Sect10ns 222 

of the Code, which defines "gas corporation", and Section 216) which 

describes the classes of corporations possessing public utility status. 

Let us now proceed to determine whethe~ Richfield's obliga­

tions under the stipulation are such that in signing such stipulation 

and proceeding to consttuct the pipeline, Richfield has acquired 

public utility status pursuant to the ,rinciples set forth in the 
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cases cited above. To this end, it will suffice to apply any of e 

the follOwing tests, based on the principles already discussed: 

1. Has Richfield evidenced ~m une~ivocal intent to 
cedIcate its property to a pu~c use1 

Any potential obligation of Richfield under the stipula­

tion has not matured and may never mature. Richfield bas never 

carried goods fo: hire through the proposed pipeline and has never, 

up to the present time, been requested to do so by the Secretary of 

the Interior. 

In this connection, it must be borne in mind that under 

the provisions of the Mineral Leasing Act (30 U.S.C., Sec. 185) 

Richfield is obligated to 

" ••• accept, convey, transport, or purchase without 
discrtmination, oil or natural gas produced from 
Government lands in the vicinity of the pipeline 
in such proportionate amounts as the Secretary of 
the Interior may, after a full hearing with due 
notice thereof to the interested parties and a 
proger finding of facts, determine to be reasonable: 
••• (Emphasis added) 

The Secretary of the Interior may never request Richfield 

to accept or transport gas under the terms of the stipulation, and 

may never bold a hearing for such purpose. In Chapman v. El Paso 

'Natural Gas Co., 204 F. 2d 46, the court said: 

"As for Section 28, in the absence of more specific 
language by Congress, we regard the condition that 
pipelines be constructed, operated and maintained 
as 'common carriers' to embrace the common law 
meaning of the term." 

The entire capacity of Richfield's pipeline may be 

required to serve Edison's Mandalay Station under the contract, and 

for this reason alone it cannot be known now that the Secretary of 

the Interior may ever order carriage for others. 

Because of the foregoing considerations, it will be seen 

that the events and conditions which might cause Richfield to ·be 

requested to perform common carrier service may never occur. 
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Regulation can only be based on present, not future, 

status; and events and conditions which may never occur do not make 

a company a public utility now. 

In Cal. Water & Tel. Co. v. Publie Utile Com. 51 Cal.2d 

480, 499, the court held that a company was not a public utility as 

to new territory where there were conditions precedent to its 

dedication; and this Commission, in a recent decision (Dec. 

No. 54438, Case No. 5754, 55 P.U.C. 387) held that potential future 

activity does not bring about a utility status now. 

that the mere signing of the stipulation is far from 

evidence of an unequivocal intent to dedicate property to a public 

use is supported by Chapman v. E1 Paso Natural Gas Co., 204 F.2d 46, 

in which the court pointed out that the common carrier stipulation 

is vague and that adequacy of compliance is a matter for court 

decision if the question should ever arise. In this connection, 

the court said (p.51): 

"As further support to that view, the statute does 
not purport to express adequate standards for 
guidance of the Secretary in the complex problems 
attendant upon such intimate regulation of corpo­
rate affairs as the finanCing, construction, and 
employment of facilities as is attempted in the 
contested stipulation. Had Congress deSired the 
Secreta=y to enter upon such comprehensive super­
vision of those to whom rights-of-way were granted, 
we believe it would .have expressed its deSire more 
clearly and in more detail. Instead, Congress 
required that a condition be incorporated in any 
rights~of-way granted, and provided for court 
decision of any question which might arise as to 
the adequacy of compliance. It is significant, 
also, that for thirty-one years the Secretary of 
the Interior has made no such extensive effort at 
regulation, thus leaving at least a question that 
he did not consider the authority to exist." 

~19-
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2. Has Richfield made an irrevocable dedication 
to its property to a pUblic use'! 

Since the irrevocability of a dedication to public use is 

an essential element of public utility status~ as seated by the 

court ~ the cases cited above, the alleged dedication resulting 

from the stipulation must be tested in the light of this principle. 

In ChApman v. £1 Paso Natural Gas Co.) supra, the court 

held that forfeiture is the only consequence of a failure to perform 

the common carrier stipulation. In this connection, the court said: 

" ••• Ample protection of the public interest exists, 
and adequate enforcement of the condition is pos­
sible, under the provision for forfeiture of the 
grant by the United States District Court, in an 
appropriate proceeding, for failure to comply with 
the prOvisions of the section or with the appropriate 
regulations and conditions established by the . 
Secretary ..... tt 

In Pollard v. Bailey (1874), 87 u.S. 520, the Supreme 

Court said (p .. 527): 

See Also: 

"The liability and the remedy were created by the 
same statute. This being so the remedy provided 
is exclUSive of all others.. A general liability 
created by statute without a remedy may be 
enforced by an appropriate common-law action. 
But where the provision for the liability is 
coupled with a provision for a special remedy, 
that remedy, and that alone, must be employed." 

Swi tchmen 's Union v. Bo,ard (1943), 320 u. S. 297, 301. -
United States v. Klein (8 Cir., 1946), 153 F.2d 55, 59. 

Hassel v. United Sta.tes (3 Cir., 1929), 34 F .2d 34, 36. 

From the foregoing considerations, it is evident that 

Richfield may withdraw from its obligation under the stipulation 

at any time, at its election. 
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3. 

Since such a duty is an essential element of public 

utility status, the effect of the stipulation in this respect serves 

as a crucial test of the validity of the majority's finding as to 

dedication. 

A review of Section 185 of the Mineral Leasing Act, quoted 

above, leaves no doubt that Richfield bas no present unqualified 

obligation to carry gas or oil for the public without discrimination. 

Any obligation to carry gas or oil for anyone will mature only upon 

order of the Scacretary of the Interior after a hearing. 

said: 

MeCl.el.1.a:n v. Montana - Dakota Uti.l.i.ti.es, 1.04 F .. S\.lpp. 46. 

103 F. Supp. 666 

In Chapman v. El Paso Natural Gas ~ supra, the court 

" ••• The language in Section 28 clearly gives 
the Secretary authority to provide regulations and 
conditions as to survey, location, application and 
use, but we read that to pertain to the phySical 
aspects of the rights-of-way and not to the opera­
tion of the pipeline. ~ithout more than the 
requirement that .a. condition be imposed that 
pipelines be 'constructed, operated and maintained 
as common carriers', we do not regard the statute 
as conferring upon the Secretary authority to 
exercise so vast and so detailed a power as the 
promulgation of specific regulations and conditions 
for operation of ~he pipeline as a common carrier, 
as attempted in the proposed stipulations of 
March 22nd and May 29th, 1951." 

4. Does every member of the publiC, as a result of 
the stipulation, have a legal right to demand 
carrier service of Richfield? 

As clearly stateld, in the cases cited above) an essential 

characteristic of public utility status is the right of every 

, member of the public to demand service as a legal right. As a 
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corollary to this principle, a public utility, and only a public 

utility, is automatically liable to a member of the public for 

refusal to render service to him, upon demand. 

It is apparent that Richfield bas no unqualified obliga­

tion to carry oil or gas for others until ordered to do so by the 

Secretary of the Interior and that the United States Government has 

the sole remedy in the event of any refusal to carry within the 

terms of the Mineral Leasing Act. 

From the foregoing consideration of the effects of the 

stipulation, in the light of the principles enunciated in the 

decisions of the Supreme Court of this State and of the United 

States with respect to the essential elements of public utility 

status, there can be no doubt that Richfield's potential obligations 

under its stipulation are substantially different from those which 

would result from public utility status, and that Richfield, in 

agreeing to the terms of the permit and in proceeding to construct 

the pipeline, has performed no act which evidences an unequivocal 

intent to dedicate such pipeline and related facilities to a public 

use. 

Exemption of Public Utilities from sec. 185 ot Mineral Leasing Act 

Although the authorities cited above fully support the 

conclusion that Richfield, in agreeing to the proviSions of 

Section 18 of the permit, did not thereby dedicate its facilities 

to a public usc, the 1953 amendment to Section 185 of the Mineral 

teasing Act, which exempted from the common carrier proviSions 

thereof companies subject to regulation under the Natural Gas Act 

or to regulation by any state or muniCipal regulatory agency, 

furnishes additional evidence that the majority erred in its finding. 
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If a private company engaged solely in tDtrastate opera­

tions ac~ires public utility status by accepting the stipulation, 

i~ necessarily follows that it would ipso facto be subject to regu­

lation by a state public utilities commission. Thus the federal 

statute which made it a 10c0.11y regulated public utility common 

carrier would exempt it from the obligation required under the same 

s~atute. This would defeat not only the purpose of the Mineral 

Leat~ing Act, but also of the 1953 amendment .. 

If the majority is correct in its interpretation of the 

Mineral LeaSing Act, Congress must have intended that only public 

utilities could obtain rights of way; for if the acceptance of the 

stipulation is the event which makes the permittee a public utility 

common carrier, then only public utilities could obtain a right of 

way and be permitted to operate pipelines across public lands. That 

this is not the intention of Congress was demonstrated by the 1953 

amendment, which exempted public utilities from the common carrier 

proviSions of Section 185. 

The cardinal rule of statutory construction is that a 

statute must be read and conSidered as a whole, in order that the 

true legislative intention may be determined (ex toea materia 

emergat resolutio). All of its parts must be construed together and 

harmonized, so far as poSSible, without doing violence to the 

language or to the spirit and purpose of the act, in order that the 

statute may stand in its entirety. 

In re Bandmann, 51 Cal. 2d 388, 393. 

People v. Morone.Y, 24 Cal. 2d 638, 642, 643. 

People v. Tawney, 168 A.C.A. 678, 690. 
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To construe the Congressional intent in enacting Section 

185 of the Mineral Leasing Aet in accordance with this principle, 

the statutory employment of the term "common carrier" must be 

harmonized with the provision exempting from the "common carrier" 

pTov1sions of Section 185 public utilities subject to federal, 

state or local re~lation. It is a geneTslly accepted principle 

that in adopting legislation, the Legislature is presumed to have 

had knowledge of existing domestic judicial deCisions and to have 

enacted and amended statutes in the light of such decisions as have 

a dir~ct bearing on th~ (Buckley v. Chadwick (1955), 45 Cal. 2d 

183 and cases cited therein). 

If Congress must be presumed to have knowledge of tbe 

judicial deciSions of the State and Federal courts relating to 

dedication of property to a public use and to the essential elements 

of public utility status, the conclusion is inescapable that the 

1953 amendment was enacted in the light of this knowledge, and that 

Congress, in employing the term ucommon carriern in Section 185, 

did not mean a public utility common carrier. Any other interpre­

tation not only fails to harmonize all parts of Section 185, but 

leads to the conclusion that Congress engaged in a meaningless act 

in enacting the 1953 amendment. 

II. Finding of Dedication of Richfield's 
Gas Reserves and Facilities 

Although considerable attention bas been given above to 

the majority's finding with respect to a dedication of Richfield's 

pipeline facilities, the second major finding of the majority, with 

respect to a dedication of Richfield's gas reserves and gas 

faCilities in this State, is by far the more far-reaching, not only 

in its impact on Richfield Oil Company, but on the entire oil and 
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gas industry_ Furthermore, the effect of this finding on the 

future policies adopted by members of the oil and ga.s industry with 

respect to the disposition of gas produced in excesS of their own 

needs will undoubtedly have continuing repercussions of deepest 

consequence to the interests of all consumers of gas in this State~ 

The major finding referred'toabove was "that Richfield 

Oil Corporation, in respect to its gas operations, is a public 

utility gas corporation subject to the jurisdiction of this 

Commission (1) which has dedicated gas reserves in this State over 

and above the requirements of gas .for its own use and gas facilities 

in this State to the public and (2) which has performed and is 

performing service and bas delivered and is delivering gas to 

private corporations whieh in turn either directly or indirectly, 

mediately or immediately, perform such service and deliver such 

gas to the public." 

In conSidering the above finding for the purpose of 

testing its validity, two major points involved therein require 

separate consideration: 

1. Has Richfield dedicated gas reserveS over and 

above the requirements of gas for its own use 

and gas facilities in this State to the public? 

2. Did Richfield become a public utility gas corpo-
I 

ration as a direct result of its sales of gas to 

Pacific Lighting Gas Corporation and/or to 

Pacific Gas and Electric Company? 
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Dedication of Gas Reserv'es and 
Gas Facilities by Richfi~ 

Before considering the specific question of whether 

Richfield has, in fact, performed any act which evidences an unequiv­

ocal intent to dedicate any gas reserves or gas facilities to a 

public use, attention must be called to a serious defect in the 

finding quoted above. 

It will be observed that by the specific language of the 

majority opinion, the Commission finds that Richfield Oil Corporation 

"in respect to its gas operations, is a public utility gas corpora­

tion subj ect to the jurisdiction of this Commission", and that it 

" ••• has dedicated gas reserves ••• and gas facilities in this State 

to the public ••• " (&tphaa1s added) 

The finding does not specify which gas operations are 

thereby clothed with public utility status, and Richfield therefore 

cannot know whether it is subject to regu~ation as to all of its 

gas operations, or whether some of them will continue to be non­

utility operations. To answer this question, it is necessary to 

know which gas reserves and which gas facilities have been found 

to be dedicated to a public use. However, here too the finding 

is ambiguous. Does the Commission mean that all gas rese~es of 

Richfield in this State over and above the requirements for its own 

use and all its gas facilities in this State have been so dedicated~ 

Or does it mean certain (unspecified) gas reserves cnd gas faciliti~ 

The Commission is aware that Richfield Oil Corporation is a 

major oil and gas corporation which produces oil and/or gas from 

several producing fields in this State, and that like other Similar 

corporations within the industry, in the normal course of the business 

for which it is organized, it is engaged in a continuing program of 

exploration and development to discover and bring into oil and/or 

gas production new fields and new or deeper sands in existing fields. 

Because of the indefiniteness of the finding, Richfield, without 
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further clarifying order of the Commission, will be unable to 

ascertain the extent of its sta~s and obligations as a public 

utility gas corporation. 

If an act evidencing an unequivocal intention to dedicate 

property to a public use is a condition precedent to public utility 

statl]s (cases cited supra), the Commission must have fotmd, in the 

record of this proceeding evidence of an unequivocal intent on 

which it based its findings. If such were the case, the record 

'Would have been clear and unequivocal as to the specific gas re­

serves and gas plant which were involved in the finding; and the 

finding should have been as clear and unequivocal as the intent 

upon which it was based. 

From a study of the evidence described in the majority 

opinion, the conclusion is inescapable that the only evidence on 

which the majority could have based the finding now under considera­

tion was the following: 

(1) 

(2) 

(3) 

Evidence based on signing the stipulation 
relating to the pipeline. (This evidence, 
however, relates only to gas plant, not 
to gas reserves). 

Certain testimony by a vice-president of 
Richfield Oil ~any with respect to . 
sales of gas by Richfield and with resoect 
to Richfield's general policy coneerniOg 
the sale of its gas. 

Evidence relating to the sale of gas by 
Richfield to Pacific Lighting Gas Supply 
Company and/or pacific Gas and Electric 
Comp~y, insofar as :::sles of gas to either 
of these two companies might be fO'lmd to 
constitute Richfielcl a public utility gas 
corporation pursuant to Section 216 of ihe 
Public Utilities Code. 

The evidence referred to mder (1) above, has been fully 

discussed herein; and, in my opinion, the conclusion is inescapable 

that Richfield could not, and did not, acquire public utility status 

as a result of agreeing to the provisions of the Special Use Permit 

or tn commencing construction of the pipeline. 
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Testtmony of Richfield's Vice Prcsiden~ 

A vice-president of Richfield testified ~lth respect to 

the general policy of Richfield concerning the sale of its gas. 

Certain of his testimony, given under cross-examination (Tr. Vol. VI, 

p. 884-886), is quoted in the majority opinion C"lBj. Op., p. 28). 

A careful study of this testimony shows no other intent 

on the part of Richfield than to dispose of its gas, in excess of 

its own needs, uncie't' cont't'scts which it proposes to negotiate from 

time to t:i:ne as the need arises. In stating that the highest use 

for Richfield's gas is for prQS8ure maintenance in its oil fields and 

that the second highest use is to meet the peak requizements of the 

utility companies, this witness was merely stattng Richfield's 

policy as to the priority requirements with respect to its gas 

reserves. In stating that Richfielcl is still prepared to meet the 

peal( requirements of the utility companies, he was obviously ex­

pressing a policy of Richfield Oil Corporation regardinB the disposi­

tion of its eas production in excess of Richfieldrs own neeo.s. It will 

be seen that there is nothing in this testimony which evidences 

an unequivocal intent to dedicate Richfield's gas reserves or gas 

facilities to a public use. 

When asked in redirect examination whether RiChfield 

would be willing to renegotiate a contract with Pacific Lighting 

Gas Supply Company similar to the one in effect (Maj. Op. ~ p. 27)) 

this witness testified: 

::A. I don r t think we can negotiate an extension 
of this contract here, but certainly we are 
still ~ (the) business of selling g~ and 
we are still holding our facilities and 
reserves in readiness to serve the utility 
companies if they need it for their firm 
customers." 

(Ir., Vol. VI, p. 977) 
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The above testimony, quoted in the majority opinion, 

rather than evidencing an unequivocal intent to dedicate, is further 

evidence of RiChfield's policy to negotiate contracts for the sale 

of its excess gas under terms satisfactory to Richfield. 

The majority opinion, on page 27, quoted the following 

testimony of the same vice-president of RiChfield under redirect 

examination: 

UA. We have in negotiation, in fact it is 
approximately very closely in shape to 
execute, a contract with the Pacific 
Gas and Electric to :C-urnisb. them pea!d.ng 
service simila:r to the service we havEt 
offered Pacific Light~ Corporation 
[Jacific Lighting Gas Supply Compan'jJ. fI 

(Tr. Vol. VI, p. 978) 

It is readily apparent that the comments already made with respect 

to other testimony of this witness are equally applicable here, and 

that there is nothing in this particul~ statement to evidence an 

unequivocal intent to dedicate RiChfield's gas reserves or facilities 

'l:he o-a.l.y i.-a.ata;n.ce o:f tb.U v-1.ce-presi.Clent ll a teat'1mony '-n 

which he used. the term "dedic.o.tiontl (}.kd. Op •• p. 29) occ1.lX"X"ed in 

cross-examination, where, in response to a question put by counsel 
for compla.:f.nane, he outlined the onerous cond1l:1ons, so far· as 

Richfield is concerned, in the proposed contract of Janua:ry 22. 1958 .. 

In his testimony, the witness made the following statement: 

"Now, I let that go in, :into the final draft but 
was a.dvised by someone else the last day before 
we considered signing it that that misat con­
s~itute a dedication of our reserves aC that 
point to the Pa.c~£~c Lighting Corporation which) . 
.:2.S I stated earlJ.cr, we have neverdone anci 
do not propose to do except for peaking purposes." 
(Empha6:i.s added.) 

(Tr. Vol. VI, p. 900-901) 

-29-



C. 6225 et ,.~ Dissent ds 

It will be observed that in the above testimony, the 

witness spoke of "dedication ••• to Pacific Lighting Corporation". 

In the sense that the term "dedication", as used by the courts ~ 

means that type of dedication which results in public utility 

status, there is, of course, no such thing as Ifdedication to ••• the 

Pacific Lighting Corporation\;, nor, for that matter ~ to any limited 

segment of the public. The dedication must be to ehe public gener­

ally (Associated Pipe Line Co. v. Railroad Comm., 176 Cal. 518; 

Story v. Richardson, l8G Cal. 162). 

It is evident from the testimony quoted above that the 

vice-president of Richfield used the expression "dedication of our 

gas reserves ••• to the Pacific Lighting Corporation:; as synonymous 

with the expression, lithe committing of our gas reserves under 

contract ••• to the Pacific Lighting Corporation". The last clause 

of the testimony quoted above bears out this inte:pretation, wherein 

the witness concludes ft ••• which~ as I stated earlier, we have never 

done and do not propose to do except for peaking purposes". There 

is, of course, no such thing as a dedication to a public use IIfor 

peaking purposesn
• A dedication, to confer public utility status, 

must be unequivocal. However, it is not to be preSlJmed that the 

~ority based its finding of dedication on this unusual choice of 

terminology by Richfield's vice-president. (Ancupia verborum sunt 

judice indigna). 

The only other quotation from the test:i:mony of the vice­

president of Richfield which was quoted in the majority opinion 

(Maj. Op.» p. 30) is fO\md in Volume VI, page 979 of the transcript • 

... 
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This testimony further corroborates the determination by Richfield, 

as clearly expressed by this witness, to conduct its gas operations 

as an unregula~ed corporation and to maintain full control over the 

disposition of its gas reserves tn this State. 

All of the testimony of Richfield's vice-president which 

was quoted in the IIl.3jority opinion has been considered above in 

order to show whether or not there is any statement in such testimony 

which would support a finding of an unequivocal intent by Richfield 

to dedicate any of its gas reserves or gas facilities in this State 

to a public use" Since it has been shown that such a finding could 

not properly be based on that testimony. it only remains to consider 

whether Richfield became a public utility gas corporation because of 

its sales of gas to Pacific Lighting Gas Supply Company and/or 

Pacific Gas and Electric Company. 

Sales of Gas to Pacific LEf:tins Gas ~plY Co. and! or 
P.acUlc GaS and Electric .. 

The record shows that on April 1, 1955, Richfield entered 

into an agreement with Pacific Lighting Gas Supply Company, runn:il'lg 

for a tem of five years. the provisions of this contract are 

adequately ~mmarized on pages 26 and 27 of the majority opinion. 

the agreement provides for the delivery of (1) basic gas; (2) emer­

gency gas; and (3) exchange gas, as defined in It:hc agreement. The 

record shows that Richfield has solei and delive~ced gas to Pacific 

Ligh~ing Gas Supply Company, from time to time, 'Under certain 

provisions of the agreement and that no sales have been made \mder 

certain other provisions thereof. 

The record further shows ('Ir. vol. I, p. 121) that 

Richfield has made two small sales of gas in the Sacramento Valley 

to Pacific Gas and Electric Company and that there are no restrictions 
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on the use of that gas by the vendee. No copies of contracts 

relating to these two sales were introduced fnto evidence, and there 

is no evidence of record as to the use to which pacific Gas and 

Electric Company puts this gas. 

Section 216 of the Public U~ilities Code, insofar as it 

relates to gas corporations, provides as follows: 

·:216. (a) 'Public ut~lity' includes every 
••• gas corporation ••• , where the service is 
perfor.med for or the commodity delivered to 
the public or any portion thereof. 

it (b) Whenever any ••• gas corporation 
••• performs a service or delivers a commodity 
to the public or any portion thereof for which 
any compensation or paycent whatsoever is 
received, such ••• gas co-rporation ••• is a 
public utility subject to the jurisdiction, 
control, and regulation of the commission and 
the provisions of this part. 

tI(e) When any person or corporation 
perfo~ any service or delivers any commodity 
to any person, private corporation, municipal­
ity or other political subdivision of the 
State, which in turn either directly or indir­
ectly, mediately or immeciiately, perfo::ms such 
service or delivers such commodity to or for the 
public or some portion thereof, such person or 
corporation is a public utility subject to the 
jurisdiction, control, and regulation of the 
commission and the provisions of this part. H 

If the language of Section 2l6(c) is read literally, and 

if we assume that Pacific Gas and Electric Company delivers 

Richfield I s gas to the public, the ':two small salesu of gas in the 

Sacramento Valley to Pacific Gas and Electric Company would give the 

Commission regulatory power over all of RiChfield's gas production 

and gas reserves in those particular gas fields. The two small sales 

would not, however, give the Comadssion regulatory power over all 

of Richfield's gas reserves or gas plant in this State. 

Pacific Lighting Gas Supply Company is one step removed 

from a company which sells gas to consumers. 
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However, the Supreme Court: of Califomia ana this 

Commission have not fnterpreted Section 216(c) literally, but have 

declared that the Legislature intended only to refer to public 

utility companies which have dedicated their property to the public, 

and that Section 2l6(c) and related sections of the Public Utilities 

Code would be unconst:itutional. 1£ applied to persons or companies 

which have not dedicated their property to the public. 

Allen v. Railroad Commission, 179 Cal. 68 

Story v. Richardson, 186 Cal. 162 

Richardson v. Railroad Commission, 191 Cal. 716 

Moorpark Farmers Water Company, 28 C.R.C. 545 

Investigation of Story, 21 C.R.C. 20 

That an OWller of a commodity supplying a few customers 

under private contracts does not thereby dedicate his property to the 

public and become a public utility was clearly brought out in 

Richardson v. Ra.ilroad Commission, supra.. In that case the court 

said: 

t •••• we utterly fail to find any substantial 
evidence that this petitioner ever made or 
intended to DUll(e such a dedication of the 
surplus water from the wells upon his tract 
of land to public uses so as to entitle 
either the little circle of his immediate 
neighbors using the same, or the public 
generally to demand as a matter of legal 
right that his said supply and service of 
su.-plus water should be conducted and c~­
tfnued as a public utiliey subject to 
regulation as to its service and rates by 
the Railroad Commission. There is no case 
to which our attention has been called which 
goes so far as to hold that the mere fact 
that a private individual or corporation 
furnishes the surplus portion of a limited 
water supply to a small circle of cons\UUers, 
each especially requesttng and fndividually 
receiving the use and benefit of the same" 
and each paying an agreed sum for each par­
ticular period of such use" has been held to 

.... 
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be a public utility by reason of these facts 
al.oce and in the absence of any other facts 
showing an e~ress or implied dedication of 
the property to the public usc ••• " 

It has been brought out in numerous decisions that private 

contracts, such as R~cb£ield's, do no~ constitute a dedication of 

property to the public use. In Allen v. Railroad Commission, supra, 

the co~t refened to its earlier decision in Thayer v. calif. 

Development Co.! et al., 164 Cal. 117, that the seller of a commodity 

to constlmers is not, per se, a public utility. The reasoning of the 

court is that dedication occurs only where the owner of the commodi­

ty offers it for sale to anyone who is willing to purchase it, and 

E2!:. where sales are made to particular persons tbrough contracts of 

purchase and sale. 

on the basis of these decisions and the long and consis­

tent judicial and adm:iJlistrative interpretation of Section 216 of 

the Public Utilities Code and of its antecedents in the Public 

Utilities Act, it should be clear that Richfield did not 

dedicate its gas reserves or gas plant and did not become a public 

utility gas corporation as to its gas operations :in California as 

a rlesult of its sales to Pacific Lighting Gas Supply Company or to 

Pacific Gas and Electric Company. 

Consequences of Maj ority Opinion 

This proceeding arose out of the efforts of Southern 

Counties Gas Company to prevent the loss of potential sales of gas 

to Southern California Edison at its Mandalay steam generating plant 

now under construction, as a result of the proposed sale of gas 

directly by Richfield to Edi.son. 

I share the apprehension, not only of complainant, 

Southern CO\ll'1ties Gas Company. but also that expressed by witnesses 
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and counsel for the City of Los Angeles, the San Diego Gas & Elec­

tric Company) and the California Faxm Bureau Federation, concerning 

the adverse effect on the public interest whiCh will result if this 

invasion by an unregulated oil and gas company into the certificated 

territory of a public: utility gas corporation becomes the forerunner 

of a series of similar invasions by other gas producers, both majors 

and independents. However, if these producers of gas are acting 

within their legal rights under existing law, the remedy lies, not 

with this Cotr.m1ssion, which has regulatory authority only over 

public utilities, but with the California Legislature in which 

reposes the police power of the Sta.te. 

It must be borne in mind that there are many problems for 

which -regulatory law has not provided a solution, and that the 

desire to t~te remedial action cannot be a substitute for lawful 

authority to tal:c:e such action. !he problem presented by this pro­

ceeding is clearly in this category; for it has been shown by the 

foregoing review of the evidence and decisions of the courts and 

this Commission that the record in this proceeding does not support 

the major findings and conclusions of the majority opinion. 

It should be observed that regulation of 'Richfield, as to 

its gas operations, as a result of the majority opinion:. involves, 

among other things, the following: 

1. To engage in public utili1ey gas operations 
in any degree, Richfield must obtain a 
certificate of public convenience and 
necessity from this Commission to do so. 

2. The Commission may tell R.ichfield to 
what extent it may engage in such 
business, where it may do so, and whom 
it mayor may not serve. 

S. The CommisSion may tell Richfield when it 
may expand its gas operations and into 
what territory it may expand. 
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4. The Commission ~ abrogate any contract 
relating to rates or service, with respect 
to Richfield's gas business at the time 
Richfield first comes \mder -regulation as 
to its gas operations. The Commission may 
also find to be invalid and void any such 
cont-ract made by Richfield after it is 
subj ect;ed to -regulation, and may modify 
or abrogate any such contract which it may 
have approved previously. 

5. The Commission ma:y control the issuance of 
securities by Richfield and may cont:ol the 

dispos1tion or tr~gf~~ of ~g 6£ i~~ 
property cIevotcd, in whole or in part" to 
~ta g,Q.S. operrae1.ons. 

6. The Commission may requiro Rirb£:Lclc'l ~ 
purchase new 84B p14llt or eo cstQbl:l.sh new 
gas facilities. . 

7. The Comm1ssion will hereafter set the rates 
which Richfield may charge for its gas or 
gas service; and Richfield may not charge 
my other rate, and may not increase or 
decrease such rates except in compliance 
with the provisions of the Public UtUities 
Cocle of California. 

8. Richfield may not discontinue any of its 
Bas operations or gas service to the public 
wIthout approval of this Commission. 

In view of the onerous burdens imposed upon Richfield by 

the finding of public uti11ty status, it is only reasonable to 

expect that all othe-r members of the oil and gas industry will take 

all steps necessary to prevent any action on their part which could
J 

by any remote chance, result in a slmilar finding of public utility 

status. with respect to their gas reserves, facilities, or operations. 

The -result to be expected is that natural gas produced in california 

will D,Ot) hereafter, be made available or sold. to California public 

utility sas companies for distribution to and use by the general 

public as long as the ~ority opinion in this proceeding shall 

stand. 

* * -Ie 



e 
C. 6225 et al., Dissent ds 

For the reasons stated above, it is my opinion that there 

is no evidence in the record to support a finding that Richfield Oil 

Company has dedicated any of its gas reserves or gas facilities in 

this State to a public use or that it is a public utility gas 

corporation; that the Commission has extended its jurisdiction over 

Riehfield to prohibit activities whiCh are clearly outside the scope 

of the Commission's authority; that the majority's major findings, 

conclusions, and interim order, to the extent that I have hereinabove 

indicated my dissent thereto, are unjustified and not in accordance 

with law; that the said findings» conclusions, and interim order 

constitute a taking of Richfieldrs p=oper~ without due process of 

law and fo= public use without just compensation in violation of 

Richfield's rights under the fifth and fourteenth amendments to the 

Constitution of the United States and Article I, Sections 13 and 14 

of the Constitution of the State of california, and that they impair 

the validity of Richfield's exist:~ contracts in violation of 

Richfield's rights under Article I, Section 10, of the Constitution 

of the United States and Article I, Section 16, of the Constitution 

of th~ State of California. 

Dated at San Francisco , California, this 3rd 

day of September 


