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ONITED STATES OF AMERICA
BEFORE FEDERAT. TRADE COMMISSTON

[n the Matter of

Chevron Corporalion,
a corporation, Daocket No. C-4023
amd

Texaco Ine.,
a corporation.

e L )

PETITION OF CHEYRONTEXACO CORPORATION FOR APPROVAL OF
PROPOSED DIVESTITTURE OF ITS INTEREST IN TIIE MSCOVERY SYSTEM

Pursuant to Section 2.41(f) of the Commission’s Rules of Praclice and Procedure, 16
C.FR. § 2.41{f). and Paragraph V of the Commission’s Decision and Order in 1hig maller,
ChevronTexaco {Jofporaﬁnn {“ChevronTexace”) respectiully requests thal the Coramission
approve the preposed divestiture of Chevron'l'exaco’s interagt in the Discovery System té Duke
Energy Ficld Services LP (“DEFS™).

Background

On Aungust 10, 2001, Chevron Corparation (“Chevron™} and Texaco Inc. (*“Texaco™)
execnted an Agreement Containing Consent Orders (“Censont Agreement™) to settle the
Commission’s charges thal the proposed merger between Chevron and Texaco, if consummated,
would violate Section § vl ithe Federal Irade Commission Act, as amended, 15 1L8.C. § 45, and
Section 7 of the Clayton Act, as amended, 15 U.S.C. § 18. On Scpuanber 7, 2001, the
Commission accepled the Consent Agresment for public comment. On October Y, 2001,

Chevron and Texaco conswmunated the proposed merger transaction, therehy forming
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ChevronTexaco. On JTanuary 2, 2002, the Commussion finally accepled the Consent A procment
and issued the Decision and Order (“Order™).

Because this petition comtains confidential and competitively sensitive business
information, disclosure of which would nun counter to the public interest, ChevtonTexaco has
redacted such confidential information from the public vorsion of the petition and [orther
reyuests that the non-public version of the petition and the nlormation contained therein be
accorded confiden(ial ireatment under 5 U.S.C. § 552 and Scetion 4. 10{a) 2} ol'the
Commission’s Rules, 16 C.FE § 4.100a)2).

Dcseription of the Propoesed Divestiture

Paragraph V of the Order requires ChevronTexaco to divest Texaco’s interest in the
Dhiscovery System (“Discovery’””) within six (6) months from the date of the merger
consummation. Mursuant w this requitement, ChevronToxaco had diligently sought 4 buyer that
would be acceptable to the Commission. On January 14, 2002, Texaco Discovery System Inc.,
the entity within Chevron’l'exaceo that holds the Texaco interest m Discovery, execuled a
Purchase and Sale Agreernent with DEFS. A copy of the cxecuted Purchase and Saic Agresment
mncludimg ancillary schedules and cxhibits 18 attached to this petition as Confidential Cxhibit 1.

The Diseovery Operaling Apreement provides
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Therefore, ChevronTexaco will divest its inturest in Discovery to DEFS prommptly

alter obtaining the Commission’s approval.

Az part of the proposed divestinire, Chevron'l'exaco and NEFS also agrecd to a Form of
NGIL Agreement that will be exceuted shortly before closing, This agreement is designed to
satisfy Paragraph V.C. of the Crder, which requires Chevron'l'exaco to “enter im‘:-:; an agreement
with the acquirer of Texace's mtevest in the Discovery System for the purchase, sale or exchange
of natural gas liquids that iz no less favorable for the acquirer than the terms of the Texaco-
Williams Contract . .. A copy of this Form of N(7[. Agreement is included in the Purchase and

Sale Agreemoent, and iz attached Lo this pefilion as part of Confidential Cxhubit 1.

The Proposed Divestiture Fully Complies with the Order

Puragraph V.F. of the Order provides that “[{]he purposc ol the diveslilure of Texaco's
interest it the Discovery System ts to eliminate the overlap o ownership helween the Discovery
System and the Venice System and to remedy the lesscning of competition resulting from the
propesed Merger as alleged in the Commission’s Complaint.” The proposed divestiture would
resolve the Commisston’s competitive conceens and preserve competition that existed prior fo

the Chevron-1Texaco merger, as alleged in the Commission’s Complaint.
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The Proposed Buper

The propesed buyer, DEFS, is a joint venture between Duke Energy and Pl llips
Peirotenm Company. DEFS is one of the nations [argest natural gas galherers, the lurpest
natura! gas liquids producer, and onc of the largest natural gas liquids marketers. Duke Energy is
a diversified multi-national energy company cngaged in natural gas and electric supply, delivery
and irading busincsscs. Phillips Petrolourn Company is an integrated petrolenm company
engraped in oil and gas exploration and production worldwids, refining, mark eling and
rransportation nperations maindy n the LLS., and worldwide chemicals and plastics
mannfacturing and sales.

DEFS has the requisile experience and expertise in all aspects of patural gas gathering,
procassing, fuclionaling, markeling, storage and transportation businessss. It gathers and
transports approximately 7.3 hillion cubic feet of raw nulural gas, produces approximately
4041, (00 harrels o natarat gas liquids, and markcts and trades approximately $86,000 barels of
natural gas hiquids per dav. Therefore, DEFS should have no problem in preserving the
Inmscovery System 2z a viable and competitive going coneerm.

The Proposed Divestiture Doex Not Raise Any Competitive Concarns

The proposed divestiture does not present any compelitive concerns. While it [s a major
midstream natural gas company, DEES does nol compele with Discovery in pathering and
iransporting natural eas in the relevant area in which the Commission alleged competitive harm
in the Complaint and Crder, Iurthermore, there is no overlap between Discovery and any ol the
DEFS-owned natural gathering pipelines in the Gulf of Mexico. Therefore, the proposad
divestiture does not raise the type of compettive harm the Commission alleged in the merger

between Chevron and Texuco, or any other lypes of compelitive concerns.
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Conclusion

[or the foregoing reasons, ChevronTexaco tespecifully regnests that the Commission

approve the proposed divestiture as soon as practicable afler cxpiration of the public comment
period.

Respeatfully submitted,

M Dated /Htuck gfzﬁ’z
Terry Calvani 3
Ceal 8. Chung

Pillsbury Winthrop LLP

Counsel for ChevronTexaco Corporation
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