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OPINION

1. Summary

Calnev Pipe Line Company (Calnev) and Kinder Morgan Energy Partners, L.P. (KMEP) seek approval pursuant to Sections 851 and 854 of the Public Utilities Code of a change in the ultimate corporate ownership of Calnev.  Two protests to the application have been withdrawn.  The change in corporate ownership will not affect the rates, terms or conditions under which Calnev operates.  The application is granted.  This proceeding is closed.

2. Description of Applicants

Calnev, a Delaware corporation with headquarters in San Bernardino, California, is a public utility pipeline corporation.  It operates a pipeline system that extends from its terminal at Colton, California, through various intermediate terminals and delivery locations in San Bernardino County to terminals in Las Vegas, Nevada.  Calnev transports petroleum products (gasoline, diesel and aviation fuel).  

Approximately 85% of Calnev’s business is interstate in nature and is subject to the jurisdiction of the Federal Energy Regulatory Commission.  The remaining intrastate business includes transportation of petroleum products 

between Colton and terminals or delivery locations in the Barstow and Victorville areas, the Southern California International Airport (formerly George Air Force Base) in Victorville, and Edwards Air Force Base.  Calnev’s intrastate customers are all commercial, industrial or transportation companies, including ARCO Products Company (ARCO), Chevron Products Company, Burlington Northern Santa Fe and Yellow Freight Corporation.

KMEP is a subsidiary of Kinder Morgan, Inc.  It has substantial distribution, electric generation and terminal assets throughout the country.  SFPP, L.P., an indirect subsidiary of KMEP, operates a common carrier pipeline system in California.  Combined, KMEP and Kinder Morgan, Inc. have an enterprise value of more than $12 billion.

3. Nature of Transaction

All of Calnev’s stock is owned by GATX Pipe Line Company (GATX Pipe Line), which in turn is 100% owned by GATX Terminals Corporation (GATX Terminals).  GATX Terminals is a subsidiary of GATX Corporation, a diversified financial services, transportation and logistics company, shares of which are publicly traded.  

As part of a corporate restructuring plan, GATX Corporation has reached an agreement with KMEP whereby, through a number of steps, GATX Corporation will sell the domestic and pipeline operations of GATX Terminals to KMEP in exchange for cash.  This will result in a change of control of Calnev from GATX Corporation as its ultimate parent to KMEP.  A copy of the sales agreement and a detailed description of the steps in the transaction are attached to the application as exhibits.  

According to the applicants, KMEP’s purchase of the domestic terminal and pipeline operations of GATX Terminals, including Calnev, will have beneficial cost synergies with KMEP’s existing operations and will enhance growth prospects.  

Applicants state that the total value of the entire transaction is approximately $1.15 billion.  Applicants state that they have not separately calculated the portion of the purchase price represented by the acquisition of Calnev.  GATX Terminals purchased Calnev in 1988 for $105 million.  Calnev’s book value as of September 30, 2000, was $134 million.  

Applicants state that no change in the intrastate operations of Calnev is anticipated as a result of the transaction, nor is any change anticipated in the intrastate tariffs of Calnev.

4. Withdrawal of Protests

On January 3, 2001, ARCO and Mobil Oil Corporation (Mobil) protested the application, alleging that the change would combine the ownership of two pipelines and create, in effect, “a single monopoly in the products pipeline” serving California.  On January 12, 2001, KMEP filed a reply asking that the protest be rejected for failing to state facts constituting the grounds for the protest, as required by Rule 44.2 of the Rules of Practice and Procedure.  

By Administrative Law Judge (ALJ) Ruling dated January 19, 2001, ARCO and Mobil were directed to respond to KMEP’s objections and to state the facts that protestants would present at an evidentiary hearing.  On February 5, 2001, ARCO filed its comments.  ARCO stated that it had not yet conducted discovery, but that it was concerned with the effect of allocation of overhead of the parent companies on the two intrastate pipeline operations.  On February 22, 2001, Mobil filed a notice of withdrawal of its protest.  A prehearing conference was scheduled for March 12, 2001.

At the prehearing conference, ARCO asked that its protest be withdrawn, and it stated that it would support the application of Calnev and KMEP.  This followed an accommodation by the applicants in which they agreed that, on or before January 15, 2002, Calnev would file a cost-of-service showing in support of the intrastate rates charged in California.  ARCO then would be free to file a complaint if it deems the rates unjust.  

The requests of Mobil and ARCO to withdraw their protests were granted by the ALJ.     

Applicants ask that the Commission approve the application on an expedited basis, since it is the only part of the larger transaction between GATX Corporation and KMEP that has not been consummated.  

Applicants state that all of Calnev’s shippers have been served with copies of the application.  They state that the proposed transfer of control will not adversely affect Calnev’s ability to maintain and operate its common carrier pipeline services in California, and that it in no way will affect the terms and conditions under which any California intrastate shipper currently receives service from Calnev.

5. Discussion

This application is filed pursuant to Pub. Util. Code §§ 851 and 854, which require Commission approval of a transfer of control and transfer of assets of a public utility.  Since the application involves only a change in the underlying corporate structure, there is no possibility that the transaction will have a significant impact on the environment.  Applicants have shown through their accompanying exhibits that KMEP has the financial, technical and managerial abilities to operate successfully.  

Counsel for the parties confirm that no utilities that are parties to the proposed transaction have gross annual California revenues exceeding $500 million, and thus the additional requirements triggered by that amount in Pub. Util. Code § 854(b) are not before us.  

The proposed transfer of control here promises improved pipeline service for California intrastate shippers.  No changes in the existing services or direct management of Calnev are contemplated, and no change in rates is proposed.  KMEP has the financial and technical qualifications necessary to support the Calnev operations.

Two protests to the application have been withdrawn, the application is therefore now an uncontested matter, and the contemplated transfer of control appears to be noncontroversial.  The application should be granted, subject to the terms and conditions set forth below.

In Resolution ALJ 176-3053, dated December 21, 2000, the Commission preliminarily categorized this proceeding as ratesetting, and preliminarily determined that hearings were not necessary.  Based on the record, we conclude that a public hearing is not necessary, nor is it necessary to alter the preliminary determinations in ALJ 176-3053.

6. Section 311(g)(2) – Uncontested/decision
grants relief requested

This is an uncontested matter in which the decision grants the relief requested.  Accordingly, pursuant to Pub. Util. Code § 311(g)(2), the otherwise applicable 30-day period for public review and comment is being waived.

Findings of Fact

1. Notice of the filing of this application appeared in the Commission’s Daily Calendar on December 11, 2000.

2. KMEP seeks authority to acquire control of Calnev, which provides common carrier pipeline services in California.

3. Since the application involves only a change in corporate structure, it can be seen with certainty that granting the application will not have a significant effect on the environment.

4. The proposed transfer of control will not affect the terms and conditions under which any California intrastate shipper currently receives service from Calnev.

5. KMEP is qualified technically and financially to support the pipeline services of Calnev.

6. Protests by Mobil and by ARCO have been withdrawn, and this matter is now uncontested.

Conclusions of Law

1. Applicants’ request under Pub. Util. Code §§ 851 and 854 for authority to transfer control of Calnev should be granted.

2. A public hearing is not necessary.

3. This is a ratesetting proceeding, as defined by Rule 6.1(c) of the Rules of Practice and Procedure.

4. So that the transaction can be consummated promptly, the following order should be effective immediately.

ORDER

IT IS ORDERED that:

1. On the effective date of this order, the transfer of control of Calnev Pipe Line Company (Calnev), a public utility, to Kinder Morgan Energy Partners, L.P. (KMEP), pursuant to Pub. Util. Code §§ 851 and 854, in accordance with the terms and conditions set forth in Application (A.) 00-12-004, is approved.

2. Calnev and KMEP shall notify the Director of the Commission’s Energy Division in writing of the actual transfer date as authorized herein, within 10 days thereafter.

3. The authority granted in this order shall expire if not exercised within 12 months after the effective date of this order.

4. A.00-12-004 is closed.

This order is effective today.

Dated March 27, 2001, at San Francisco, California.
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