



































collective experience to design, engineer and construct all of the Relevant Products. A total of
approximately 67 employees will be transferred to Matrix, including all of CB&I's Pittsburgh-
based engineering staff, ||| GGG (: k crcw. and sales personnel,
and nine or ten engineering and construction agency personnel will be made available to Matrix.

= Work under Contracts To Be Assigned to Matrix

As part of the proposed divestiture, CB&I will transfer to Matrix work under a
number of CB&I existing contracts for Relevant Products, which comprises a substantial share of
CB&I's U.S. contracts for Relevant Products. These contracts include ||| [ | [ N for
design, engineering, and commissioning and tank construction; ||| | | ) for design and
engineering”: || GGG (o c:ining design. engineering, and
commissioning: || | | N 1.V/1.0X tank construction: and ||
LIN/LOX tank construction.” After the sale to Matrix, CB&I will have only one other LNG tank
construction project being performed by it remaining in its backlog in the U.S.

D. Technology To Be Transferred to Matrix

Although it is expected that the transfer of employees will enable Matrix to
effectively compete in the design, engineering and construction of cryogenic tanks in the U.S.,
CB&I and Matrix have also entered into a Technology Transfer Agreement (“TTA™) to further
ensure that Matrix has the necessary technology, know-how, and intellectual property to be an

effective competitor for the supply of Relevant Products. Under the TTA, Matrix will have

8

If the || project proceeds and the contract is awarded to CB&I, Matrix will perform the
follow-on engineering and commissioning and, if certain criteria pertaining to personnel are met by Matrix and the
then-contracted price is acceptable to Matrix, the LNG tank construction |_1_

! The work that Matrix will perform represents a portion of the overall scope of work for the subject projects.
As a result, the work will be subcontracted to Matrix because it is not practicable and in some instances not
permissible to novate or to assign the subject contracts in their entirety,
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access to the tools currently being used by CB&I in connection with the engineering and design
of LNG and LIN/LOX tanks, along with technical job files for completed projects, and all
technical standards, test data and research files. Under the TTA, CB&I will also commit to
provide Matrix with construction manuals and procedures related to the four Relevant Products.
Finally, the TTA specifies that CB&I provide to Matrix software used to produce designs and
detailed drawings for LNG and LIN/LOX tanks.
E. Transition Services To Be Provided to Matrix

To ensure a smooth transition of work from CB&I to Matrix, the parties have
agreed to a Transition Services Agreement (“TSA™). The parties deem this advisable because,
for instance, Matrix will be taking over work on several projects from CB&lI that are in progress
and Matrix will have to become familiar with CB&I's means, methods. and techniques in the
execution of the work. Pursuant to the TSA, CB&I will provide, at Matrix’s option, various
support services to Matrix, including accounting, phone system. PDS administration, technical
support, human resources, drafting, fabrication, structural steel design, estimating training,
estimating on-call support, welding technical support and engineering services.

F. The Proposed Divestiture Will Position Matrix as a Viable Alternative to CB&I in the
Design and Construction of the Relevant Products

Matrix is already a participant in the design, engineering and construction of
cryogenic tanks, but with the proposed divestiture package, it will become even a stronger
competitor — on a par with CB&I. The sale of the Divestiture Assets to Matrix will restore any
competition lost as a result of CB&I’s acquisition of PDM by positioning Matrix to be a full-
fledged player in the Relevant Products in the U.S. In addition, with Matrix’s already

established position in the overall tank and fabrication businesses, it will remain financially
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viable both short-term and long-term. regardless of the current and future demand for Relevant
Products.'

With the assignment of work on significant LNG and LIN/LOX projects to Matrix
as well as the transfer of significant engineering expertise. technology, know-how, and
intellectual property, Matrix will have the manpower, the talent and the motivation to compete in
the design, engineering and construction of cryogenic tanks going forward. Even though CB&I
has no outstanding projects in LPG storage tanks and TVC, Matrix is getting the design,
engineering and construction expertise necessary to bid on any such projects, should they
1

become available in the future.

G. The Proposed Divestiture Will Achieve the Remedial Purposes of the Order

According to the Commission Opinion issued with the Order, the divestiture
obligations in the Order were imposed in order to restore competition for the supply of the
Relevant Products to its “pre-acquisition state.” (Opinion, at 93.) With this same goal in mind,
the Order included a number of ancillary provisions that the Commission deemed “crucial to
establishing a viable entrant to replace the competition lost from CB&I's acquisition of PDM.”
(Id)

The proposed divestiture would achieve the goal of replacing the competition lost
from CB&I's acquisition of PDM by divesting to an established tank engineering and

construction business sufficient assets, including technology, to create a strong competitor in all

Therefore, Matrix has no need to acquire any CB&I assets that involve no Relevant Products.




of the Relevant Products. With a solid foothold in tank design, engineering and construction,
Matrix is an ideal candidate to acquire the Divestiture Assets in light of the purposes of the Order.
The Divestiture Assets will add to Matrix’s capabilities in the Relevant Products, and will result
in the creation of a competitor on a par with CB&I.

CB&I believes that the TTA and TSA provide necessary support to ensure that
Matrix will succeed in the marketplace. In its Opinion issued with the Order, the Commission
explicitly recognized that “some level of assistance may be necessary to enable the acquiring
firm to compete successfully.” (Opinion, at 98; see also id. (“Depending on the details of the
divestiture package, we . . . find it possible that the provision of technical assistance and
administrative services may be needed for the divestiture to be effective.”).) The TTA and TSA
are carefully calibrated to provide the assistance Matrix needs. as it needs it; however, Matrix’s
considerable existing EPFC capabilities provides the Commission additional assurances that

Matrix is well-poised to succeed in the Relevant Products.

CONCLUSION
Because the proposed divestiture of the Divestiture Assets to Matrix is
procompetitive, in the public interest and addresses the competitive concerns raised in the
Commission’s Opinion, CB&I respectfully requests that the Commission approve the sale to

Matrix pursuant to the Matrix Agreements.
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Dated: September 12, 2008

Respectfully submitted,

Clifford H. Aronson

SKADDEN, ARPS, SLATE,
MEAGHER & FLLOM LLP

Four Times Square

New York, New York 10036

(212) 735-3000

Counsel to Chicago Bridge & Iron Company N.V.
and Chicago Bridge & Iron Company
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