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Decision No. 

BEFORE THE PUBLIC UTILITIES CO~~ISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application or < 
Scuthern P~cific Pipe Lines, Inc., ~ 
fOl' authority to 1zsue notes. ) 

Application 
No. 38020 

(~nd Amendment) 

G~orge h Bul::m.si and Chl:l.~ li.:. Burkett, ~, 
for applicant; Pa.ul ,:L. YJ'Q1! and.!.:.. §.:.. C111Cbf.lrg, 
for Pacific Interrao'l..l.nta1n Express Company, Acme 
Tr~nsportction Company, Pacific Truck Service and 
Miles ~~d Sons Trucking Service, protestants. 

In this proceeding Southern PaCific Pipe Lines, Inc., seeks 

authorization to issue notes in t:lC aggregate principal amount of 

$16,000,000. 

A public hearing was held before Commissioner Dooley and 

Examiner Coleman in San Francisco cn June 25, 1956, at which ti~e the 

~atter ~~s taken under submizsion. 

Applicar.t is the owner of a petroleum products pipeline 

system iri C~lifornia, Arizona, New Mexico and Texas, and is engaged 

in L~terstate commerce and also in intrastate commerce within the 

State of C~lifornia. It now desires to enlarge its operations and 

is ~~dertaking to construct a pipeline extending from the San Francisco 

Bay area, via the Donner Summit and Reno, to the Fallon Naval Air 

Station in Nevada, a distance of 3)8 miles, a ~ubstantial portion of 

the line to be located on the Southern Pacific Ra1lroadl~ right of 

way. There will be pumping stations at Richmond, Concord, Roseville 

~~d Colfax, and take-off points at Auburn, Reno and Fallon. The line 

-,.;ill have a capacity of 15 1 000 barrels ,daily. 
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The est1m~tcd costs of the pipeline and related facilities 

$nd the expenses incident to the construction smount to $16>000,000. 

The estimated results of opera.tion, on the b.;l.sis of 75 per cent 

l.ltilization, a.re set forth in Exhibit 8, as follows: 

Gross revenue 

O~erating costs oth0r 
tha.."l depreciation but 
L"lcluding all taxes 

D~prec1a.tion 

Interest 

Su-:'total 

~et income after taxes 
::L"ld interest 

1957 1958 1959 
(8 mos .) (12 mos.) (12 mcs.; 

$2.13).400 $3.477,5QO $3,577,700 

1,060,400 1,733,500 1,802,700 

,)73,300 560,000 560,000 

a-J4 s700 6,:6 2 80Q 61£1:1 000 

1,868,400 2.230.;00 2,276,700 

$ 285.000 :$ 547,:200 $ 601.0QO 

It is reported, and the record so shows, that the construc­

tion of the pipeline has been urged by the Departmont of the No.vy of 

the United St~tes. A representative of that department testified 

th~t the construction 1s in the interest of national defense. 

Accordin~ to the application, the company has made, or is 

m3king, arrange~cnts to borrow the entire $16,000,000 required for 

the construction costs, the borroWing to be represented by two notes 

in the principal ar.ount of $8,000,000 each, one note to be issued to 

Cuaranty Trust Co. of New York, and the other to Mellon National 

Bank and Trust Company, Pittsburgh, Pennsylv~ia. Forty per cent of 

the amount is to be payable in 32 equal quarterly inst811ments 

commenCing April 1, 1958, and ending January 1, 1966, with interest 

at the rate of 4% per annum. Sixty p~r cent of the amount of each 

note is to be payable April 1, 1966, and is to be SUbject to an 

interest rate of 4-1/8~ per annum. The notes will not be secured. 
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The position is taKen by applicant th~t the Comrnissio.n dces 

not have jurisdiction over the issu~nce of the r.otes because the 

company is a Delaware corporation and the issue of the notes will be 

cons~~~ated outside of the State of California With the proceeds being 

used on an interstate project. H~wevcr, it has filed the present 

a?plication, and hos made its showing, and it has requested th~ Com­

~1ss1on in the event it takes jurisdiction to exempt the note issues 

f::-or:l the p::-ov1s1ons of t.he competitive bidding rule with respect to 

the issue of certain typ~s of securities. It has presented testimony 

in support of its requ~st. 

The application w:ts protested by a grou.p of hishway carriers 

engaged in the trar.zport:tion of petroleum products. Counsel for the 

protestants quest1on~d the right of applicant to occupy the railroad 

right of way for pipeline ,urposes and he asserted thst Southern 

Pacific Company,. being the sole o~n~r of the outstanding shares of 

applicant) would be 'creating a monopo:!.y in the tr:.ns1'ortation of 

petrole~~ products. A spokesm~ for one of the protestants, Pacific 

InterlD.ountain Express Comp:"ny, gave testimony as to the volume of 

petrolo~~ products transported by his corepany and stated that the 

pipelL~e operations proposed by applicant would eli~1nate some of the 

highway carrier haul and would reduce revenues of the existing 

companies_ 

Ap'Plicant is :lot rCCluircd to obtain a certifica.te of public 

convenience n.nd necessity from this Commission and 1 t :naj~ in:3tall and 

~xt~ne its lines and facilities Without such operating authority. 

Hav:i.ng concluded to go ahead With the pipeline to Fallon as nO'ioT 
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prop~sed, applicant has decided to finance the costs ~ith ~orrowed 

funds and has presented to the Commission 2n ade~u~te show1n~ that 

funds in the ~~ount requested w1ll be required Dnd that the earn1ngs 

from the ope:at1on of the pipeline should be ample to s~rvice the 

notes. Should the Commissi¢n accede to the protestants' r~quest, 

all that it would be doing would be ~ithhold1ng from applicant the 

financing medium it has selected to meet its c~pital costs, forcing 

it to resort to other m~thods ot raiSing tunds. The record docs net 

warrant SUCh an action on our part. 

It appears to us that the terms of the proposed borrowings 

are reasonable and that no recson exists for rejecting this appli­

cation. Moreover, in our opinion we are not empowered to p~ss upon 

what legal problems, if any, might arise from the occupancy of the 

railroad right of wcy by applicant. Upon a review of the information 

presented in this proceeding we have concludoo, and so find, that we 

have authorization over the issue of the notes, th~t such issue should 

be exempt rro~ the provisions of our competitive bidding rulc
1 

that 

the money, property or labor to be procured or paid for through the 

issue of such notes is reasonably required by applicant for the 

,urposes specified herein and that such purposes are not, in whole 

or in part, reasonably chargeable to operating expenses or to income. 

o~ the basis ot the foregOing findings, we will enter our 

order ap,rov1ng the application. 

A public hearing having been held in the above-entitled 

matter and the Commission having considered the evidence and being of 

the opinion that the app11cation should be granted, 
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IT IS HEREBY ORDEP~D as tollows: 

1. Southern Pacific Pipe tines, Inc., may issue its 

promiszory notes in the aggregate principal amount of $16,000,000 

and use the proceeds to finance costs of constructing its pipeline to 

Fallon Nav31 Air Baso, as outlined in the proceeding, such notes to 

be in, or substantially in" the same torms as the notes filed in 

Exhibit; and tn Exhibit 5. 

2. The issue of said $16,000,000 of note~ hereby is 

exempted from the requirements of the Cornmissionts competitive 

bidding rule set forth in Dec1s10n No. ~8614" dated J~nuary 15, 1946, 

as amended. 

3. Within 30 days after the issue of the notes herein 

authorized, Sou,thern Pacif:lc Pipe T .. 1nes, Inc., sh~,ll file a copy of 

each note as actually executed. 

4. The authority he~ein granted will become effective 

when Southern Pacific Pipe Lin,es, Inc." has paid the tee prescribed 

by Section 1904(b) of the Public Utilities Code, which fee is ~7,OOO. 

~ Dated at __ -:;:;Sa:::;":...Frn.;;.:.::n.:.:,:c;;:WeQo;,1"O"",' _, Calii"orn1a, this ____ /.....,;;;;6_ .... __ 
~, 

day of ___ ~,..;' /:;..;;;./...:;~...:..:;..A..;,,;d~ __ , 

I / 
----__ ~:':":7:;::_;. -,,'. 


