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An act to add Article 2 (conmencing with Section 21210) to Chapter
8 of Division 8 of, and to add an article heading i mediately
precedi ng Section 21200 of, the Business and Prof essi ons Code,
relating to petrol eum

LEGQ SLATI VE COUNSEL' S DI GEST

SB 304, as anended, Morrow. Petroleum refiners: service
stations.

Under existing law, a refiner, distributor, or transporter of
notor vehicle fuels is prohibited fromdiscrinmnating in price
bet ween di fferent purchasers if the effect of the discrimnation is
harnful to conpetition, as defined.

This bill would prohibit a refiner, on and after January 1, 2005,
fromconverting a service station operated by an i ndependent service
station dealer to a conpany-operated service station. The bill would
authorize a refiner to operate a service station for a period not to
exceed 90 days if an independent service station dealer voluntarily
decides to terminate or not renew a franchise or if the franchise is
otherw se termnated or not renewed in accordance with state or
federal |aws.

This bill would also prohibit a refiner fromengaging in various
pricing and delivery practices.

Vote: mmjority. Appropriation: no. Fiscal conmittee: no.

St at e- mandat ed | ocal program no.

THE PEOPLE OF THE STATE OF CALI FORNI A DO ENACT AS FOLLOWE:

SECTION 1. The Legislature finds and declares that the marketing
of nmotor fuel in the state has becone highly concentrated anong a
limted nunmber of refiners of crude oil, sone of which are integrated
with retail operations. That concentration and the use of certain
mar keting practices by refiners have resulted in artificially high
whol esal e and retail prices. Additionally, under the guise of
nmeeting California' s nmandate for cleaner burning notor fuel, refiners
have utilized practices that encourage reduced production, |ow
i nventories, and the formation of inport barriers, resulting in
hi gher consuner prices and inflated profits for the refiners. This
conduct is harnful to consuners and the econony in this state, and
therefore should be prohibited. The neasures in this act are
intended to protect the interests of consunmers by pronoting
conpetition in the California notor fuel market.

SEC. 2. An article heading is added to Chapter 8 of Division 8 of
t he Busi ness and Prof essions Code, i mediately precedi ng Section
21200, to read:



Article 1. Price Discrimnation

SEC. 3. Article 2 (comencing with Section 21210) is added to
Chapter 8 of Division 8 of the Business and Professions Code, to
read:

Article 2. Conpetition

21210. Unless the context otherwi se requires, the definitions in
this section govern this article:

(a) "Affiliate" nmeans a person who directly or indirectly
controls, is controlled by, or is under conmon control wth, any
ot her person.

(b) "Control"” means the direct or indirect power to direct or
cause the direction of the managenent and policies of a person,
whet her through the ownership of voting securities, by contract, or
ot herwi se.

(c) "Cost of doing business" neans the expenses, on a per gallon
sold basis, incurred by a refiner, to sell notor fuel at a
conpany-operated retail service station. "Cost of doing business"”

i ncludes, but is not linited to, the value of all goods or
conmmodities, the costs of delivery of those goods or comuodities,
services, facilities, real property and inprovenents, |abor, and
over head used, consuned, expended, or reasonably allocated by a

refiner in connection with that retail activity. "Cost of doing
busi ness" does not include the cost of extracting or purchasing raw
crude oil, the cost of refining crude oil into notor fuel, or the

cost of delivering motor fuel to the truck-Ioading term nal

(d) "Grade of nmotor fuel” neans notor fuel for a particular
quality or class and sold under a particular trademark, trade nane,
or brand.

(e) "Independent service station dealer" neans a person, firm or
corporation that is not an affiliate of a refiner and that buys notor
fuel exclusively for resale to end users and ultinmate consuners at a
retail service station

(f) "Market retail price" means the per gallon price at which a
refiner sells or offers to sell to the public a grade of notor fue
at a conpany-owned retail station, |less the cost of doing business at
that service station.

(g) "Motor fuel" means a liquid petrol eum product used for the
propul sion of notor vehicles, but does not include fuel used in
airplanes, trains, or narine vessels, or propane.

(h) "Person" neans a natural person, partnership, corporation,
limted liability conpany, trust, or unincorporated association.

(i) "Price" means the price of a gallon of notor fuel paid to a
refiner by an independent service station dealer, |ess the value, on
a per gallon basis, of all rebates, discounts, credits, incentives,
and other benefits extended by the refiner to the i ndependent service
station deal er.

(j) "Refiner" means a person or affiliate thereof that is engaged
in the refining of petroleuminto notor fuel, whether the refining
occurs in this state or el sewhere.

(k) "Retail service station" or "service station" neans a
facility, including Iand and i nprovenents, where notor fuel is sold
at retail to the notoring public.

(1) "Conpany-operated station" nmeans a service station owned or
controlled by a refiner and operated with conpany personnel, a
subsi di ary company, or a conm ssioned agent, or under contract with
any person managi ng that outlet on a fee arrangenent or on any
fee-for-service arrangement with the refiner where the refiner
sets the retail price of gasoline

(m "Set or attenpt to set" includes, but is not Iimted to,
actions that place an independent service station dealer at an



econom ¢ di sadvantage if the dealer fails to conply with a suggested
price or margin.

21211. (a) On and after January 1, 2005, no refiner may convert a
service station operated by an i ndependent service station dealer to
a company-operated station.

(b) Arefiner may open and tenporarily operate a retail service
station for a period not to exceed 90 days in circunstances in which
an i ndependent service station dealer voluntarily decides to
term nate or not renew the notor fuel franchise, or in which the
franchise is term nated or not renewed by the refiner in accordance
with applicable state and federal |aws.

21212. No refiner may do any of the follow ng:

(a) Ofer to sell notor fuel to an independent service station
dealer at a price that exceeds the then-current market retail price
of notor fuel of the same grade being sold at any conpany-operated
station that is supplied fromthe sanme truck | oading termn nal

(b) Set, or attenpt to set, control, or econonically influence,
either directly or indirectly, the retail —process

price or margins of profit of notor fuel at any retai
service station other than a conpany-operated service station.

(c) Deliver motor fuel fromdifferent truck-loading termnals to
conpany-operated service stations and i ndependent service stations,
or restrict the truck-loading ternmnals fromwhich independent
service station dealers may purchase notor fuel, if the effect of
that action is to circunvent subdivision (a), unless that delivery or
restriction serves a legitimte business purpose.

SEC. 4. If any provision of this act or its application to any
person or circunstance is held invalid, the remainder of the act or
application of the provision to other persons or circunstances shal
not be affected.



