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BEFORE TEE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of

Pour Corners Pipe Line Company, &

Delaware corporation, for exenption Application 83-03~50
from obtaining Commission approval (Filed March 17, 1983%:

§
)
prior to incurriang loag-tern indebt- g apended July 20, 1983)
edness or issuing securities which ) _—
)

are not offered to the public.

Tuttle & Taylor, by Ronald (. Peterson
end Jeffrey Peandergrais, orneys at
Law, for Four Corners Pipe Line
Compeny, applicant.

Bvelyn C. Lee, Attorney at law, and
Jdoha Bilei, for the Commission staff.

Under Public Utilities (PU) Code § 829, Four Corners Pipe
Line Company (Four Corners) requessts exemption from PU Code § 818,
which requires Commission approval before a utility may incur long~
tern indebtedness or issue securities. § 829 PU Code reads in part
as follows:

"The commission mey from time to time by order or
rule, and subject 4o such terms and conditions as
:2y be prescribed therein, exexpt aay public
utility or class of pudlie utility from the
provisions of this article if it £iads that the
application thereof 4o such public wtility or -

class of public Ltility is not necessary in the
public interest.”

Decision (D.) 82-12-040 issued Decembder 1, 1982 4in y//,
Application (A.) 82-10-38 denied the request of Four Corners For a
declaration that this Commission hes no Jurisdiction over the
‘issuance of securities of a foreign (Delaware) corporation operating
as & public utility ia Californis, and granted Four Corzers authority
to issue loag-term notes in the priacipel amount of $60,000,000.
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Four Corners argued that the public interest does not

require prior approval of its private debt and security issues for
the following reasons:

1. Requiring prior approval of Four Corners'
private debt and securities issuances
restricts Four Cormers’ ability to expand its
common carrier facilities by purchasing
private pipeline assets. When private
pipeline assets are offered for sale, and
Four Corners decides to purchase those
assets, Four Corners often competes with
other private pipeline companies for the
purpose of those assets. TFour Corners'
abllity to compete, however, is seriously
undermined by the delay and uncertainty
involved in obtaining sufficient capital to
purchase those assets. The private seller is
unlikely to wait the two to three months
while Four Corners obtains pernmission to
issue long~-term debt or securities, when the
seller c¢an accept an immediate cash offer
from a private pipeline company.

For instance, Four Corners is currently
studying the purchase of a private pipeline
system. As a condition of the negotiations,
Four Corners cannot reveal the name of the
seller or any of the proposed terms. Thus,
Four Corners cannot request approval of the
Tinancing of this purchase, until a tentative
agreement 1s reached. However, in attempting
0 acquire these assets, Four Corners is
clearly at a competitive disadvantage against
other pipeline companies bidding for the same
assets. These private companies can make
their bids based on the current noney

market. The Commission approval process
forecloses Four Corners from this option.

Although Four Corners could use short-ternm
financing to purchase the assets pending
approval of long-term financing, the
economics of the transaction ({.e., higher
finaneing costs, lending commitments) may
change significantly during this interinm
perliod. These risks must be factored into
Four Cormers’' bid for the assets, which again

places Four Corners at a2 competitive
disadvantage.
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The uniqueness of Four Cormers' operations
warrants this exemption.

2. Unlike most other pubdlic utilities, Four
Corners must compete for the purchase of
assets with other nonpudlic utility

companies, as set forth in paragraph 1.
above.

Unlike other public utilities which must
await Conmission approval for a
certificate of public convenience and
necessity bdefore expanding service, Four
Corners can expand service without sucha a
certificate. Hence, the delay associated
with obtaining approval for dedt and
securities offerings to purchase
additional facilities ¢0 expand service
(which does not impact other public
utilities who must otherwise await
Conmission approval for a certificate of
pudblic convenience and necessity)
seriously impacts Four Corners.

Unlike most other public utilities whieh
operate as a monopoly, Four Corners
operates in a ¢ompetitive eavironment and
frequently has to expand rapidly to serve
its shippers' needs. For instance, last
year Independent Valley Energy Company
(IVEC), a private energy company located
in the San Joaquin Valley, needed a
pipeline to transport its syathetic crude
oil from the San Joaquin Valley to the
Los Angeles basin. Time was of the
essence as each nmonth of delay of
construction ¢f the pipeline would have
resulted in substantial amounts of lost
revenues to IVEC and its investors.
Accordingly, Four Corners initiated a
greatly accelerated construction progran
to meet IVEC's needs.

Unlike other pubdblic utilities, the
general public is not impacted by Four
Corners' private securities or debt
offerings. Four Corners' customers
primarily are major oil companies, not
the general pudlic. Studies have proven
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that the rates paid by oll companies for
pipeline services have de minimis effect
on the rates paid by the general pudblic
Tor retail purchases of gasoline. Since
financing costs are only a small
component of rates, the impaet on Four
Corners' financing practices on consumers
would be virtually nonexistent.

With respect to the impact of financing costs
on intrastate ratepayers, the reasonableness
of those costs can be considered in
connection with rate increase applications.
This Commission has adopted this procedure in
other applications that have sought and
received blanket approvals of general
Tinancing schemes. (Southern California
Edisoen Company, D.82-05-074 dated May 18,
1982 in A.82-03-23.) If the exemption is
granted, Four Corners has no objection to an
order requiring Four Corners to provide
notice to the Commission within 30 days after

the completion of any sale of debt or
security.

While the rates of 0il pipelines have little
or no Iimpact on retall consumers, requiring
prior approval of Four Cornmers' private debdt
and securities offerings does result in
increased financial costs, which are borne by
Four Corners and its ratepayers. These
inereased ¢osts include:

a. Refusal by leanders to agree $0 a fixed
interest rate making it necessary for
Four Corners to use variable rate
financing, which is often higher than
fixed rate financing, and presents

significant planning problems because of
the uncertainty of the costs.

Requirement by lenders that Four Corners
pay a "commitment fee™ and/or higher
interest rate to compensate lenders for
extending the loan commitment prior to
Commission approval.
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¢. Loss of favorable interest rate (whether
fixed or variadle) because of the delay
assoclated with obtaining Commission
approval and fluctuating money markets.

As indicated in its application, Four Corners
seeks this exemption only for dedt and
securities offerings which would be
considered nonpublic or private offerings

under the California Corporations (CC)
Code.

The proceeds received from any dedt or

security offering will de used for only those
purposes specified in PU Code § 817.

Four Corners will seek prior Commission
approval if any contemplated security or longe-
term dedt offering results in long-term dedt

financing exceeding 60 percent of its
capitalization.

Notice of the filing of the application and the amendment
appeared on the Commission's Daily Calendar. There were no

protests.

Evidentiary hearing was held before Administrative Law
Judge Gilman in San Francisco on February 17, 1984. Briefs were
filed, followed by a staff late-filed exhibit. The matter was
submitted on May 22, 1984 upon the filing of a supplemental

memorandum, constituting applicant's response to the exhibit.
The Evidence

Applicant called as its first witness its manager of
planning and control. He is also a vice president and director of
Four Corners and has a degree in economies.

He noted that 100% of applicant's stock is owned by the
Atlantic Riehfield 0il Co. (ARCO); it is planned that 21l stock,
including that needed to meet the debt/equity ratio required by this
order, will be purchased by ARCO. EHe testified that applicant would
accept a prohidition against issuing stock to anyone other than ARCO
without prior approval.

In the near future, applicant is likely to become
participant in projects needed %o gather and transport crude oil
produced offshore near Santaz Barbara. The witness deseéribed two

-5
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transportation projects, the first of which was a pipeline %o

. Southern Califoraia, costing between 3200 sad $400 million. It is
likely that applicent will participate in this project with Chevron
01l Company and two other oil companies. The participaats are
actively considering four alternate routes, all of which would
terminate in the Los Angeles Basia.

There is a second pipeline project, the All American
Pipeline, which will traasport oil to the Gulf Coast. The route of
this pipeline has already beea determined. Total cost estimates for
this project range from 700 million %o well over a billion dollars.

There are 2lso two gatheriag projects, one of which, the
Point Arguello System (PAOS), will probadly be operated by applicaat
in conjunction with Chevron, Texaco, and Phillips ¢il companies:
Another gathering systenm, the Coal 0il Point System, is also to be
dbullt. It is possidle that applicant will construct and operate this
latter system by itself 2lthough 2 decision on this point has not
been finalized. Total cost of the gathering systems could be in the
range of $100 million.

It is anticipated that the pipelines, oace operational,
will be common carriers, regulated by the Feder2l Frnergy Commissioa
and this Commission. The exact form of applicant's participavtion 4in
each project has yet to be decided. It is possidle that one or more
of these projects could be owned and operated by 2 aew ¢orporation
with each of the participants owaing stock. It is more likely,
however, that the arrangement will be in the nature of a joint
veanture or shared tenancy.

He explained that the present requiremeat for Commission
approval prior to issuing loag-tera debdt will cause doth difficulties
and additional costs for financing these projects. He noted that the
- other 0il c¢ompany participants can make a commitment for financing
immediately whereas any commitment by Four Corzers would be delayed

Lor 4wo to three months while the Commission processes and .epproves 2
financing application.

e
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Ee conceded that it might be possidle to use short-tern
finencing during the Commission's consideration of a financing
application. However, he ig uawilling to recommend that spplicant
finance loag-term projects with short-term money. If Pour Corzers
were to obligate itself to a long-term project without a firp, long- ;/”,
tern commitment for interest cost, 1t would find {t difficult <o
predict the economic prospects of that project.

Normally, applicant would prefer %o use IOﬁg-tern fixed
interest rate debt finencing. EHowever, when coaditioas in the
capital markets are volatile, the company has accepted variable rate
financing. He projected that during iaflationary periods, short-tera
finazneing could be more expeasive than long~-tern financing although
in curreat market conditions the reverse is <rue.

He explained that actual aegotiations for deb: financing
are conducted by ARCO's financing experts. EHe stated that ARCO is
AA-rated for long-term dedt 2nd predicted that it probebly will de
able to guaraatee all of the debt necessary for applicaat's
participation in Saata Barbara projects.

Usiag the Southera California pipeline as an example, he
projected that actusl construction activity would take about one
year. This would be preceded by an exteasive period for plaaniag,
design, environmental clearances, etc. In order to participate with
other oil compaailes, applicaat would need +o commit itsels to
financing on the date when coastruction coantracts are signed.

He predicted that the Santa Rarbara profects would be
needed by the end of 1987 or earlier. Once the offshore platforns
are realy to deliver oil, a single doy's delay could *shut in" 330
million worth of oil.

On eross—examination, he was asked whether applican® had
ever missed an opportunity to buy or coastruct a Pipeline as a resuls
of regulatory lag in Commissioa fisance proceedings. He coanceded
that he did not know of a2ay specific instance. Steff also asked him

—
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what would happen to the PAOS project if Four Corners did not
participate. He indicated that there probably would be no difference
in the rates that the PAOS project would charge to shippers should
the application not be granted.

He conceded that banks will sometimes make advance
commitments for loans and that applicant could use such commitments
as a tool to mitigate the effects of regulatory lag. EHowever, such a
commitment could cost from 1 to 13% of the loan over the period
between commitment and issuance of the debt.

Applicant also called as 2 witness attorney who was
familiar with the process of negotiating participation in large-scale
04l pipeline projects. In his opinion, as the participants move fronm
negotiations, to planning, to permit acquisition, to construetion,
and finally to operation, extra capital must be contributed at each
step. He explained that all of the participants would want Four
Corners to be able to commit itself to supplying its share of capital
before a project requires large expenditures. For the PAOS project,
applicant will need %0 make a commitment in the next few months. If
Four Corners is unable to make such a commitment on a timely dasis,
it could be frozen out or forced to pay a substantial late penalty.
The late penalty could be as much as 25% of the dollars previously
expended by all the other participants. He explained that even 2 two-
month delay for Commission approval could possibly delay construction
of this project.

He also explained that it might be possible to obtain tax-
exempt financing for some or all of this project. In that event, 2o
late participation would be possidble; 4if applicant were delayed in
committing itself it would be frozen out of that particular project,
without recourse.

A staff witness, who testified during the hearing, doubted
that applicant would be seriously injured by a denial of this
eXemption. He believed that applicant should follow the example of
other utilities and conduct its planning of major ¢apital projects so

. that financing applications will have a long lead time. In

-8 -
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situations where this is not possible he recommended that the
applicant should use short-term financing as other utilities do. He
noted that short-term rates are currently less expensive than long-
term rates.

He was concerned about granting applicant a permanent
exemption from the Commission's rule which requires long-term debt to
be placed by competitive bidding. He noted that the Commission had
never before granted an exemption from competitive didding in
clrcumstances such as exist here.

He testified that, as long as applicant issues stock only
to its parent, no hazard to the public interest would result from
lack of pre-issuance review of such transactions.

In his opinion, the most important function of the
Commission's pre-issuance review of debt financing is to consider
whether or not competitive bidding is needed. If an applicant has
been exempted from competitive bidding requirements, post-issuance
review and disallowance in its next rate case would protect customers
from unreasonable financing costs.

He believed that if applicant incurs excessive financing
costs those costs would be flowed through to customers. He noted
that pre-issuance review is also used to insure that an applicant
maintains an appropriate dedbt/equity ratio and can also be used %o
deternine if the proposed facilities are in the public interest where
a certificate of public convenience and necessisty is required.

He testified that only once or twice has an applicant
specified an interest rate in an application to issue debt. In a
single instance, the Commission found that an interest rate was too
high and denied authority to finance.1

T Southern California Edison Company (1980) 3 CPUC 2d. 802.

-9 -
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Exhibit 1 is a statement of position on behalf of the

Revenue Requirements Division (RRD), the staff division which is
responsible for processing and evaluating financial applications.

The late-filed exhibit presents the testimony of the head of the
Finance Branch of RRD in support of the application. It is this
witness's judgment, that applicant's request is reasonadle because
applicant is wholly owned by ARCO, has agreed to a requirement that
the exemption not be utilized unless applicant maintains a 60/40 dedt
equity ratio, and because the Commission has imputed ARCO's ¢capital
structure for ratemaking purposes. He would allow applicant %to incur

long-term indebtedness without competitive bidding subject to the
following requirements:

1. Within 30 days after issuance of securities
applicant shall file with the Commission a
report showing: (a) names of purchasers,

(b) price of securities, (e) interest rate,
(d) purposes for which the securities were
issued, and (e) data which led applicant to
believe that the terms under which these
securities were issued were the most
advantageous terms available at the time; the
statement should include information on other
comparable securities issued
contemporaneously.

Concurrent with the filing of said reports,
but in no event after 30 days from the
issuance and sale of securities, Four Corners
shall pay to the Commission all sums of money

€e§uired by Public Utilities (PU) Code § 1904
b ”

Long-ternm debt shall not exceed 609 of
applicant's capital structure without prior
Commission approval.

Common stock shall not be issued to anyone

other than ARCO without prior Commission
approval.

Applicant be placed on notice that securities
issued at an excessive interest rate or under
other terms subsequently determined by the
Commission to be unreasonadble may be

disallowed for ratemaking purposes in future
rate proceedings.
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In this witness's opinion, those provisions and conditions
offer more than adequate regulatory safeguards to protect members of
the public affected by applicant's utility operations. As an
additional safeguard, he recommended that the applicant's request be
granted for a limited period only. At the expiration of the limited
period applicant should, in his opinion, de required to justify an
extension of the exemption. He stated that such a2 limitation would
conform to current Commission policy requiring other utilities to
justify extensions of Commission security authorizations.

He observed that most utilities are able to forecast their
financing requirements in sufficient time to obtain Commission
authorization well bdbefore expenditures,are required. Therefore, he
reasoned that regulatory lag does not affect finamcing e¢osts. Only
in the event that a ¢ompany was unable %0 forecast its ecapital
requirenent would processing time affect rates. Processing time
could produce higher financing costs during periods when interest
rates are rising. On the other hand, 41t could procduce lower
financing costs when interest rates were falling.

He conecluded that the continued imputation of ARCO's
¢apital structure in future rate proceedings would tend to protect
ratepayers from the effect of any imprudent borrowing by appliecant.
In his opinion granting of exemption in this proceeding should not
make it more difficult for the Commission to exercise Lts discretion
in ratemaking in future rate cases. He argued that the Commission
would have the power to examine applicant's as well as ARCO's capital
structure in any rate proceeding regardless of whether or not an
exemption is granted here.

+He noted that the Commission has previously exempted other
utilities from the competitive bdbidding rule for debt securities when:

1. Securities are s30ld via private placement
with an identified lender, usually an
insurance company or a bank.

2. Securities are sold in the European market.
Ee notes that the competitive bidding
requirement would preclude a utility from
participating in this market.

- 11 =




'.

A.83-03-50 ALJ/jec

3. When economic conditions are unstadle, i.e.
when interest rates have exhibited
significant degreesz of volatility.

4., When debt financing of $5 million or less is
involved.

When the Commission allows such an exemption it always
requires that the utilities provide information such as that required
by the recommended requirements. In the witness's opinion,
applicant's relationship with ARCO and continuved imputation of ARCO's
capital structure both Jjustify a novel exemption from the competitive
bidding requirement.

He described the existing system of regulation of utility
dedt financing as one which relies equally on pre- and post-issuance
reviews. The pre-~issuance review is designed to evaluate the
company's capital structure, its need for external funds, the type of
financing required, and the likely effect on its cost of capital.

The post-issuance review is designed to evaluate the reasonableness
of the actual c¢ost of the finaneing; if the staff finds the ¢ost too
high, it will rec¢ommend disallowances in future rate proceedings. In
his opinion, the c¢circumstances and the restrictive conditions agreed
to by applicant render pre~issuance review less useful.

He stated that he became aware of applicant's potential
involvement in the Santa Barbara project shortly after the
application was filed. Iz his opinion, applicant’s involvement in
such projects is not material in deciding whether or not this
application should be granted.

Discussion

Effect on Rates

Exempting applicant from pre=-iszsuvance review of long-tern
debt financing will not affect the level of applicaat's ratés. The
Commission has already instituted a ratemaking measure under which
applicant's debt costs are disregarded in fixing rates. Instead of
using applicant’s actual dedbt c¢osts in calculating a fair rate of
return, the Commission has imputed ARCO's average ¢o03t ¢f debt to

.applicant (Decision 83~08-37 in Application 82-04-66).
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As a result, applicant's customers pay nothing extra for
borrowings which raises applicant's total debt cost to a level higher
than ARCO's.

This ratemaking fiction disallows, i.e., forces ARCO to
absord, any excessive interest costs. The disallowance is self-
executing-~-consumers do not have to rely on post hoe litigation to
demonstrate that a prudent management ¢ould have obtained financing
at more favorable terms.2

ARCO's credit rating is such that i¢t can borrow at the
prime rate. Applicant is unlikely to borrow a3t more favorable
terms. Thus there is no reason to anticipate that this imputed
interest cost would be found excessive. Certainly neither of the
staff witnesses has been willing to predict that either pre-issuance
review or competitive bidding would enable applicant to borrow at 2
rate less than prime.

Even if such an anomalous situation should oceur, this:
decision will permit staff or ¢onsumer representatives to seek to
impute an interest cost less than ARCO's. The present standard used

for imputing therefore provides a c¢eiling, dut not a floor, on rates.
Rejustification

Revenue Requirements is opposed to a permanent exemption.
It proposes instead that applicant should be required to rejustify

the exemption every two years. In its last filing, applicant argues
that the exemption should be automatically éxtended unless the starf
or any third party protests. It also contends that the exemption
should be continued in effect during any litigation over an
extension. Finally, applicant recommended certain special rules of

2 It should be noted that such imputation nay also protect

customers from some high interest costs which applicant prudently
incurred. To the extent that this occurs, imputing is better for
customers than elther competitive bidding or post-issuance review.

- 13 -
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Procedure for rejustification proceedings. There ig no diepute that
the exemption should be reconsidered periodically; <there 1is also.no

dispute that the exemption should expire ualess applicant justifies
an exteasion.

We have concluded that it is not appropriate to make this
exemption permaneant. O0a the other hand, we have been offered no
reason why the review should be conducted on 2 fixed schedule. ‘
Conducting a review if there has beea no change in circumstances or
in the decision to impute ARCO's debt costs would merely create a
useless dburden.

Since imputing ARCO's debt cost and the exemption are
closely related, we think that regular review of this exemption
should occur in every geaeral rate case. ‘

Staff should also be adle to demand a rejustification ia
the period between rate cases if there is 2 material change in
circumstances. In most such sitvations, we believe that the anormal

process of an Order Imstituting Investigation (0II) would adequately
protect the pudblic.

Our normal practice would allow the exemption to rezzia ia
effect until final order of the Commission. However, nothing in 4his
decigion is inteanded to prevent staff from seeking ianterim relief
should circumstances warrant it.

Fees

Applicant claims that it should not bde required +to pay the
fees specified in PU Code §§ 1904(b) and 1904.1. Those sections
directed the Commission to collect a sliding scale of fees for
certificates authoriziang the issuance of debt (§ 1904(b)) and stock
(§ 1904.1).

We note that the Commission now regularly requires
.companies which are exempted financing £iling requiremeats to pay all
‘required fees. Applicant has not provided sufficient evidence to
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Justify a departure from this normal practice. In particular, it has
failed to provide evidence so that we could evaluate its claim that
. the fees are 2 burden or ianterstate commerce. We do not delieve that
-~ this question should be decided in an evideatiary vacuuw, and will
deny applicant’s request to0 be excused from paymeat of fees.

Other Tssues

Staff Counsel raised the point that the staff should de |
able t0 review applicant's proposels for debt financing to deternine
whether the facilities to be fiananced are in the public interest and
whether they will produce sufficient reveaue 1o cover the costs of
financing and operation.

The Legislature has not required pipelines to obtaia a
certificate of public convealeace and necessity before constructing
or extending their systems. This constitutes an implied findiag that
the public interest does not require regulatory coansideration of such
issvues. We should not evade this legizlative finding by considering'
guch questions in applicant's financing applicatioas.

Staff Counsel also argues that the sheer size of the paf”/
proposed additions +to applicant's plant or to its ligbilities
requires review by a public ageacy. Staff witaesses disagreed with
this point. One argued +hat the magnitude of the Saata Earbara
project was totally irrelevaat. The other argued that it would be
relevant only if we needed to determine the amount of lead time which
applicant night need ia obtaining finsacing approval. We should not
assume jurisdiction over determination of the need for a pipeline,

absent statutory authority to do so, merely because o0f the potential
size or cost of the project.

PU Code § 829 suthorizes us to issue an exemption order if
we find that the procedure in gquestion does not need to be applied to
. & regulated company's financing to protect the public interest. Tke
¢6mpetitive bidding rule is a noastatutory requirement; the“
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Commission can grant aa exenption from that requirement based on 2
similar finding. Since we have concluded that neither competitive
bidding nor pre-issuance review is required %o protect any bublic

interest, it is not necessary to discuss other gquestions raised by
the driefs in this matter.

Findings of Pact

1. If applicant borrows under the proposed exemption, any
resulting interest costs in excess of ARCO's cozt of debt will de
borne by ARCO, a0t by Califoraia intrastate ratepayers.

2. ARCO borrows at the prime rate. There is no evidence that
applicaat will ever be able to borrow at a lower cost.

2- If such aa opportunity occurs and is imprudently lost, post-
issuance review will be as effective to protect applicaat's
ratepayers as in any other situation where competitive bidding was
not required.

4. Neitker competitive bidding nor pre-issuaace review of
applicant's debt offerings is necessary in the public interest, o
long as the Commission contizues to impute ARCO's capital structure
and debt cost, providing ARCO maintains an AA credit rating and
guarantees applicant’'s debt, and while applicant maintains a 60/40
debt ratio.

5. There is no dispute that the public interest does not
require Commission approval before applicant issues stock 4o ARCO.

6. There is no dispute that a 60/40 capitsl structure is
reasonsble for applicant.

7. It is not in a public interest to graat this exception for
8 fixed tern.

8. Staff should be able to move to suspend the exemption if
there is any change in the coaditions describded in Pinding 4. The

exemption should be reconsidered and rejustified by applicant ia each L/’/
'general rate case.
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9. The evidence does not demonstrate that the Copmission “””
should depart froz its ususl practice of reguiring the payzeat of -

certificate fees or that the fees are a burden on interstate
| conmerce.

Conclusions of Law

1. As long a3 applicant's shareholder ebsorbs aay excessive bf’/
dedt costs It should be permitved to decide for itself whether %o use

competitive bidding or submit +to pre-issuance review.

2. Nothing ia this decision bars staf? or any other party fronm
geeking to disallow part of the imputed interest cost on the ground
that ezpplicant could prudeatly have obiained debt financing on terzs
more advantageous than ARCO.

7. The only finding neeled %0 justify sn exemption from
competitive vidding requiremeats is that competitive didding is no%
necessary in the public interest.

4. In deciding whether %o authorize ea spplicant to issue
stock or long-term debt without prior application to or approval by
the Commission, the only finding required by s+tatute is whether <he
procedure is necessery iz the pudlic interess.

5. In an exemption proceeding we are not required to deteraine
whether granting of an exemptioa would henefit an applicazt. The
size of the Sante Bardara projects would be material only for
deciding how nmuch lead <%ime applicant would need %o finance those
projects and is heace irrelevant.

6. Applicant should be placed on notice +hat the Commission

may disasllow part of the imputed interest cost for ratemaking
purposes.

7. We have the power %o allow spplicant %o defer the payment
of fees for the issuance of stock and long~term debt and should &o so.
8. No good cause has been shown to exempt applicant £rom payizng
‘ part or all of the fees required by PU Code §§ 1004(D) 228 1904.1.
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IT IS ORDERED that:

1. PFour Corners Pipe ILine Company (applicant) is grented a
certificate authorizing it to issue common stock to Atlantic
Richfield Compaay (ARCO) for purposes specified ia PU Code § 817
without prior approval of the Comnmission.

2. Applicant is graated a2 certificate authoriziag it to issue
long=-tern debt by private placement for purposes specified in PU Code
§ 817 without prior approval of the Commission 2s long as 228 on
condition that (2) all of applicant’'s stock is owned by ARCO, (b)
applicant maintains a 60/40 debt equity ratio, (c) the debt to be
issued is gusraanteed dy ARCO, (&) the Commission coatiauves to impute
ARCO's cost of debt and capital structure for ratemaking purposes,
(e) ARCO maintains an AA e¢redit rating, and (£) fees for prior
finencing transactioas are not overdue.

3. Applicant is authorized to defer paying fees for <the
issuance of stock and long-term dedt under the terms of this order
wntil %0 days after issuance.

4. Within 70 days after the issuance of aay such evideance of
interest or ownership or indebtedness, in lieu of complying with the
requiremeats of Commission General Order 24-3, or any superceding
General Order, Four Corners shall file a writtea report with the
Commission showing the name of the persoa(s) to whom issued, the
total coasideration received, the interest rate of debt securities,
the purpose of issuance (as set forth ia PU Code § 817), and the
reason that Four Coraers believes that the terms of the issuaace were
the most advantageous available at the time. The report shall
contain information on coatemporary placemeats of comparable
gsecurities

5. Applicant is placed on notice that the Commisaion nmay

disallow imprudently incurred interest costs.




A.83-03-50 ALJ/jc/ma *

6. When reconsidered in an Order Instituting Investigaetion or ﬁ”’
rate case, the exemption shall terminate unless sz extension thereof

iz found to be justified. In 22 investigation the staff ghall prove
that there i3 a c¢hange in circumstance which reguires early
reconsideration.

7. The request to be relieved of paymeant of fees under PU Code
§§ 1904(v) and 1904.1 is denied.

8. This order authorizes applicant to issue stock and long~- "Af”’
term debt without prior approval of the Commission subject o

conditions to defer payment of fees required by statute uatil 30 days
after issuance.

This order is effective %oday.
Dated JUL 51884 » at San Francisco, Californis.

LIONARD M. GRIMES, IR.
Presidont

VICTOR CALVG

PRISCILLL C. CRZR

DONALD VIAL

WILLIAM T. BAGLEY

Commissionmors
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