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Qctober 1, 1999
BY TELECOPY 10 (202) 326-2624
Micheal Vemc
Federal Trade Cnmtnzssmn
Premerger Notification Office

Bureaw of Competition, Room 303
6th and Pennsylvania Avenne
Washington, D.C, 20580

Re:  Proposed Transaction
Dcar Mr. Verne:

The purposes of this leter are to confiom our recent telephone conversation
reggrding the position of your office with respect o an aequisition of cerfain non-revenue
producing assets and to provide you with a description of @ Transaction centemplated by our
client, as well as our coaclusions have concerning the requirtments of fliag an HER
netification and repozt Borm.

1 would hke to calf you o discuss our concinsions. Should vou have any

gquestions concernin desire any addifional information, my direer relephone
nHmber 18

Thank you for your assistance.

Sincerely.

Enc |osure h



TRANSACTION DESCRIPTION

Corporation X, Corporation ¥ and Corpezation Z, or their ulimate parent entities, cach have
anmaal oot sales and toral assets in excess of $100 miflion. Corperaton X and Y arz engaged in oi]
and gas exploration and produgton, SIC Code 1311, Corporation Z is engaged in, among other
thinigs, natural gas fransmission, SIC Code 4922,

Carperation X and Corporstion Y have entered into 20 agreement to construct a pipeline and
related facilities from thelr subsea production facilities offshore Louisiaua to the inler meter of the
production platfore offshore Lowisiana of anether corporstion {the “Guthering Line Faciliries™).
Corporation X and Corporation ¥ wiil own the Gathering Ling Facilities In undivided intcrests, with
Corporation X awning an undivided 63% inecest and Cm‘pﬂruﬁu;ﬁowuing the remaining 374
interest.

Corporation X and Corporation Y have entered into an agresmemr with Corporation Z to scll
to Corporation Z, subject to certam conditions, the Gathering Line Facilities for aa aggregate
purchase price of $24 million, with the portion ot the purchase price allocabla to Corporation X
being 515.12 millon, As part of the ransacting, Corporation X and Corporation Y will enter into
an apreenent with Cotporation Z to ship thelr production from their wubsea production on the
Ciathering Line Facilives, and Corporatian Y will enter into an agreement with Corporaton £ to
operate the Gatheting Line Facilities.

A copdition 1o the purchase is that the Gathering Line Facilities be operational, and as part
of the testing process production of Corporation X end Corposation ¥ will be shipped cn the

Cathering Line Facilities. Although the production utilized in the festing vall presemably be sokd
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after leaving ke Gathering Line Facilities, no revenues will be derived finm the Cathering Line
Facilitics wntll Corporation 2 acquires the Gathering Line Facilitfes and charges Corporarion X

and Corporatica Y for shipment of their produetion.

QUESTION
Will the acquisidon by Corporation Z of the Gathering Line Facilities be a reportable
trensacrion under the Hart-Seont-Rodita Antitrust Improvements Act of 1978, ar amended (the

© “Act™), and The regutations promulgated under the Act?

OUR UNBERSTANDING
Corporation Z is engaged n the business of natmrsl gas rransmission, sod the acguisition of
the assets comprising the Cathoring Line Faeilities is in the “ordinary course of business™ of

Corporarion Z within the meaning of 16 C.F.R. §802.1. The Gathering Line Facilities are not af
“operating unit” within the meaning of 16 C.F.R. §802.1(5) becanse they will not opemite as a

busingss undertaking by Corporation X and Corporation Y prior to the acquisition by Corporatiou \ !

7 in thut the Cathering Line Facilitdes will not separatzly produce revetiues prior to the acquisition‘,/ Ii
L addition, Corporation X and Corporation Y will construet the Gathering ine Facilitiss for sabe ‘
ac avidenced by T agreement 1o selt them ro Corporation Z prior te their constraction, fl
Bazed on the foregoing, it is cur understanding that the acquisition of the Gathering Line ji
T Ha
Facilittes would nat be sepormble lmder {he sxemptions contained i 16 CF.R, @MW&

802.2(2).
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