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O P I N I O N

1. Summary

Phillips Petroleum Company (Phillips) and Tosco Corporation (Tosco) seek authority pursuant to Pub. Util. Code § 854 to transfer control of Tosco’s wholly-owned subsidiary, Union Pipeline Company (Union Pipeline), to Phillips through a merger of Tosco with a Phillips subsidiary.  

2. Background

Phillips is a Delaware corporation, authorized to do business in California.  Its headquarters is in Bartlesville, Oklahoma, and it is an integrated oil company with interests around the world.  It has owned and operated oil (including crude oil, refined petroleum products, and natural gas liquids) pipelines since its formation in 1917.  Currently, it owns and operates over 6,000 miles of pipelines and pipeline-related facilities in the United States, and has extensive experience and expertise in all facets of oil pipeline ownership and operations. 

Tosco is a Nevada corporation with its principal place of business in Old Greenwich, Connecticut.  It is one of the largest independent refiners and marketers of petroleum products in the United States.

Union Pipeline is a wholly-owned subsidiary of Tosco.  It is a California corporation with its principal place of business in Santa Fe Springs, California.  Union Pipeline is a pipeline corporation as defined in Pub. Util. Code § 228, and operates as a common carrier intrastate pipeline company between points in California under tariffs on file with the Commission.  Union Pipeline’s facilities and operations consist of approximately 1100 miles of oil pipelines.

3. Description of the Proposed Transfer of Control

Phillips and Tosco state that Phillips’ subsidiary, Ping Acquisition Company, and Tosco have entered into an Agreement and Plan of Merger (Agreement).  Pursuant to the Agreement, Ping Acquisition Company will merge with Tosco, with Tosco surviving the merger as a wholly-owned subsidiary of Phillips.  In this way, the ultimate control of Union Pipeline will pass from Tosco to Phillips.

Phillips and Tosco also state that the merger is in the public interest because Phillips and Tosco will create a stronger major integrated oil company with the benefits of increased size and scale.  The merger will also ensure that the Union Pipeline system will continue to be operated by experienced and technically competent personnel.

Phillips and Tosco state that the tariffs for crude oil shipments will not be affected by this transaction.  Union Pipeline will continue to be operated in accordance with Commission-approved tariffs, and they request no changes in terms and conditions of service. 

4. Discussion

Pub. Util. Code § 854 requires Commission authorization before a company may “merge, acquire, or control…any public utility organized and doing business in this state….”  The purpose of this and related sections is to enable the Commission, before any transfer of public utility authority is consummated, to review the situation and to take such action, as a condition of the transfer, as the public interest may require.  (San Jose Water C. (1916) 10 CRC 56.)

Phillips currently owns and operates over 6,000 miles of pipelines and pipeline-related facilities in the United States, and it has extensive experience and expertise in all facets of oil pipeline ownership and operations.  Phillips is an integrated oil company with interests around the world.  It has approximately 12,4000 employees and $20.4 billion of assets.  In 2000, Phillips had $21.5 billion of revenues.  Phillips has the technical expertise and financial resources to assume control of Union Pipeline.

The parties state that merging Phillips and Tosco will create a stronger major integrated oil company with the benefits of increased size and scale, and that the merger will have strategic and other benefits, including the opportunity for significant synergies.  The parties also point out that the merger will ensure that the Union Pipeline system will continue to be operated by experienced and technically competent personnel.

For these reasons, we find that the proposed transaction is in the public interest as required by § 854(a).  We will authorize the transfer of control of Union Pipeline system to Phillips.

The Tariffs for crude oil shipments will not be affected by this transaction.  Union Pipeline will continue to be operated in accordance with its Commission approved tariffs; no changes in terms and conditions of service or rates are requested as part of this Application.

Notice of this application appeared in the Commission’s Daily Calendar on March 6, 2001.  No protests were received.

In Resolution ALJ 176-3059, 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 Resolution ALJ 176-3059.  As no hearing is required, and pursuant to Rule 6.6 of the Commission’s Rules of Practice and Procedure (Rules), Article 2.5 of the Rules ceases to apply to this proceeding. 

Under the California Environmental Quality Act (CEQA) and Rule 17.1 of the Commission’s Rules of Practice and Procedure, we must consider the environmental consequences of projects that are subject to our discretionary approval.  (Public Resources Code § 21080.)  Based upon the record, this transfer of control will have no significant effect on the environment because Union Pipeline will continue to be operated as it is now, and its Commission-approved tariffs will be unchanged by this transaction.  Consequently, the Commission need not perform further environmental review.  (See CEQA Guideline 1506(b)(3).)

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. Union Pipeline is a pipeline corporation as defined in Pub. Util. Code § 228, and operates as a common carrier intrastate pipeline company between points in California under tariffs on file with the Commission.  

2. Phillips states that it currently owns and operates over 6,000 miles of pipelines and pipeline-related facilities in the United States and that it has approximately 12,4000 employees and $20.4 billion of assets.

3. Phillips has the technical expertise and financial resources to assume control of Union Pipeline.

4. The parties state that merging Phillips and Tosco will create a stronger major integrated oil company with the benefits of increased size and scale, and that the merger will have strategic and other benefits, including the opportunity for significant synergies.

5. After the merger, Union Pipeline will continue to be operated in accordance with its Commission approved tariffs; no changes in terms and conditions of service or rates are requested as part of this Application.

6. This transfer of control will have no effect on the environment because Union Pipeline will continue to be operated as it is now.

7. Notice of this application appeared in the Commission’s Daily Calendar on March 6, 2001.

8. The application is unopposed.

9. No hearing is necessary.

Conclusions of Law

1. The proposed transaction is in the public interest.

2. To the extent the application seeks authorization for a change of control pursuant to Pub. Util. Code § 854, the application should be approved.

3. Article 2.5 of the Commission’s Rules of Practice and Procedure ceases to apply to this proceeding.  

4. This transfer of control does not require further CEQA review by the Commission.

5. This order should be effective immediately. 

ORDER

IT IS ORDERED that:

1. The application of Phillips Petroleum Company (Phillips) and Tosco Corporation (Tosco) for authority to transfer control of Union Pipeline Company from Tosco to Phillips pursuant to Pub. Util. Code § 854 is approved.

2. Applicants shall notify the Director of the Commission’s Energy Division in writing of the transfer of authority, as authorized herein, within 30 days of the date of the transfer.  A true copy of the instruments of transfer shall be attached to the notification.

3. Union Pipeline Company shall make all books and records available for review and inspection upon Commission staff request.  

4. The authority granted herein shall expire if not exercised within one year of the date of this order.

5. Application 01-03-002 is closed.   

This order is effective today.

Dated May 3, 2001, at San Francisco, California.

LORETTA M. LYNCH

President

HENRY M. DUQUE
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CARL W. WOOD
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