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UNITED STATES OF AMERICA

In the Matter of
Conoco Inc.,

a corporation,

Docket No. C-4058

and File Wo. 0210040

Phillips Petroleam Company,
a corporalion.

T e e’ o e’ tmar ™ o

PETITION OF CONOGCOFPHILLIPS FOR APPROVAL OF THE PROPOSED

DIVESTITURE OF THE PHILLIPS WOODS CROSS ASSETS
TO HOLLY CORPORATION

Pursuant to Section 2.41(f) ol the Federal Trade Comrmnission
(“Commission™} Rules of Practice and Proccdure, 16 C.F.R. § 2.41(f) {2002), and
Paragraph 1I. A, of the Decision and Order contained in the Agreement Containing Consent
Orders accepted for public comment in this matter (*Decision and Order'), ConocoPhiltips
hereby petitions the Cornmission to approve (1) the divestiture of the Phillips Woods Cross
Assets' to Holly Corporation or 1 wholly-owned subsidiary of Holly Corporation (“Holly™),
and (ii) the related agreements required by Paragraph I1.C. of the Decision and Order.

Background

On August 2, 2002, Conoco Inc, (“Conoco™), Phillips Petroieum Company
{“Phillips™) (individually and cellectively, “ConocoPhillips™), and the Commission
executed an Agreement Containing Consent Orders that included the Decision and Order

and an Order to Hold Separate and Maintain Assets (collectively, the *“Consent

' For capitalized terms not defined herein, please see (he definitions in the Decision and Order.
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Agreement”) to settle the Commission’s charges related to the proposed merger of Conoco
and Phillips. On August 30, 2002, the Commission accepted the Conscent Agreement for
public comment, and Conoco and Phillips thereafier consummated their merger, thersby
forming & new entity, ConocoPhillips.” The Consent Agreement is presently belore the
Commission for final approvai and issuance of the orders contained therein.

ConucaPhillips desires to complete Lhe proposed divestiture of the Phillips
Woods Cross Assets to Holly as soon as possible, following Commission approval. Prompt
consummation will further the purposes of the Decision and Order and is in the interests of
the Commission, the public, Helly, and ConocoPhillips, because it will allow Helly to
move forward with its business plans for the competitive operation of the Phillips Woeds
Cross Asscts. It will also allow ConocoPhillips to fulfill its obligations under the Consent
Agreement. ConocoPhillips aceordingly requests that the Commission promptly
commence the peried of public comment pursuant to Section 2.41{f)(2) of the
Commission’s Rules of Practice and Procedure, 16 C.F.R. § 2.41(f)(2) {2002), limit the
public comment period to the customary 30-day period, and grant this petition hy
approving the divestiture of the Phillips Woods Cross Assets to Holly pursuant to the
proposed agreements as soon as practicable after the close of the public comment peniod.

Request for Confidential Treatment

Because this petition and 115 attachments contain confidential and
competitively sensitive business information relating to the divestityre of the Phillips
Woods Cross Assels, ConocoPhillips has redacted snch confidential information from the

public version of this petition and its attachmenis. The disclosure of this information

® After the merper, Conaco and Phillips remain us corporate entities, but both are now wholly-ovwned subsidianizs
of and included within ConocoPhillips.
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would prejudice ConocePhuillips and Helly, cause harm to the ongeing competifiveness of
the Phillips Woods Cross Assets, and impair ConocoPhillips” ability to comply with its
ebligations under the Consent Agreement. Pursuant to Sections 2.41(f)(4) and 4.9(c) of the
Commission’s Rules of Practice and Procedure, 16 C.F.R. § 2.41(f}4) & 4.9(c) (2002),
ConocoPhillips requests that the confidential version of this petition and its attachments
and the information contained herem be accorded confidential treatment. The confidential
version of this petition shounld be accorded such confidential treatment under 5 U.S.C. §
552 and Section 4.13a)(2) of the Commission’s Rules of Praclice and Procedure, 16 C.F.R.
§ 4. 10{ax2) (2002}, The gonfidential version of this petition is also exempt from
disclosure under Exemptions 4, 7(A%, 7(B), and 7({7) of tha Freedom of Information Act, 3
U.5.C. §% 5352(b}4), 352(b} 7 AN, 552(b)THB), & 552(b}71(C), and the Hart-Scott-
Rodine Antitrust Improvements Act of 1976, a5 amended, 15 U.S.C. § 1 8a(h).
L Holly Will Be a Strong and Effective Competitor

The Burcau of Competition’s 1999 “Study of the Commission’s Divestiture
Process” (the “Divestiture Study™) discussed a number of factors that help to identify a
promising divestiture buyer. All of these and other Factors demonstrate thai Holly will be an
excellent buyer.

A. Holly is an established, experienced competitor in the refining, terminaling,
trapsportatinn, and sale of motor fuels and other petroleum products,

The Divestiture Study cited the buyer’s experience in the relevant industry and
knowledge ol the assets to be purchased as key to a successful divestiture. “The most successfinl

buyers appear to be the once that know the most about what they arc buving.™

Driveslitere Slody, p34,
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Incorporaled in 1947, Holly has been active in the petroleum products industry for
over 33 vears." Holly owns and operates two rcfinerics in the region. A Holly affiliate, Wavajo
Refinirtg Company, L.P. (“Navajo™), owns a high-conversion pctrelcum refinary in Artesia, Now
Mexico. Navajo operates this refinery in conjunction with crude processing, vacuum distillation,
and other facilities situaled 65 miles away in Lovington, New Mexico (together, the *“Navajo
Refinery™). Navajo has operaled the Artesia facility since 1969 and began operating the
Lovington facility in 1992 after making the appropriate upgrades. Heily has successfoily
integrated its refining operations in Artesia and Lovington, New Mexico to create a single
refinery with 60,000 barrels per day (“bpd™) of crude retining capacity. The Navajo Refinery
can pracess a variety of sour (high sulfur) crude oils. The Navajo Relinery’s principal marketing

arens include

Another Holly affiliate, Montana Relining Company (“MRC™), owns a 7,000 bpd
refinery m Great Falis, Montana, which can process a wide range of crude oits. MRC has
operated 1he Montana refinery since 1984, For the last three fiscal vears, excluding downtime
for scheduled maintenance and tumarounds, the Montana refinery has operated at an average
annual crude capacity utilization rate of approximately 8%%. The Momntana refinery's principal
marketing areas include {Unlike the
Bilhngs-area Montana rchincrics, MR.C's Great Falls refinery does not have direct pipeline

service 1o Utah via the Scminee and Pioneer pipelines.)

Hally’s principal corporate offices are at 100 Crescent Court, Switc ISGD, Dallas, Texas 7521
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Hoily has
product storage at tcrminals in El Paso, Texas, Tucson, Arizona, and Albuguergue, Arfcsia,

Moriarty and Bloomficld, New Mexico.

In recent years, Holly has made an effort to develop and expand a pipeline
transportation business. These pipeline operations include approximately 1,000 miles of
pipelines, of which approxitnately 400 miles are alzo used as part of the supply and disiribution
nctwork of the Navajo Refinery.

Additionally, Holly owns a 25% interest in Rio Grande Pipeline Company, which
provides transportation of liquid petrolevm gases o northern Mexico and a 49% interest in NK
Asphall Pariners, which manufactures and markets asphailt and asphalt products in Arizona and
New Mexico. [n addition to its refimng and pipeling transportation operations, Holly conducts 2
small-scale oil and gas expioration and production program,

Tlolly also has a mierest 1n & joml venture conductmg a retai] gasoline station

and convenience store business in Montana.
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Further, through the divestiture due diligence and negotiations, Holly has becoms

very familiar with the Phillips Woods Cross Assets.

ConacoPhillips has endeavored to provide Holly with access to all

of the necessary information about the Phillips Woods Cross Assels that Holly reguesied.

B. Holly has invested significant amouats in capital expenditures in recent vears
to cnhance its refinerics and to expand its supply and distribution network.

The Divestiture Study goes on to emphasize the importance of the buyer’s
commitment (e, snbstiantial investment in contimung it the relevant businesss), citing favorably
examples of buyers that invested substantially in the construction of new facilities.”

Holly iz spending appreximately $25 million {(subject to adjustment) for the
Phillips Woods Cross Assets, which represents a substantial commitrnent approved by Holly's

Buard of Directers. Moreover, Holly’s internal business plan currently contemplales capital

expenditures of on the Phillips Woods Cross Assets.
Such substantiat capital expenditures going forward are consistent with Holly’s
history. Holly has shown a commitment to its existing refinery assets by investing in their fisture

through sigmilicant capital spending,

; Divestitre Smdy. p.34-35,
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In December 2001, Holly recetved the necessary permitting for the construction
of a new gas oil hydroweater unit at the Artesia facility and for the expansion of the erude
refining capacity of the Navajo Refinery from 60,000 bpd to an estimated 70,000 bpd.¢ Holly
expects that the hydrotreater and the related expansion will be completed by December 2003,

Navajo will also modify scveral of Lhe Artesia processing units during the first
phasc of the Navajo Refinery’s expansion. Additional permits will alse be required to undertake
modifications at Navajo’s Lovington, New Mcxico refining facility. The modifications to the
Lovington facility should also be completed by December 2003,

The permits received by Navajo to date for the Artesia facility should also permit
a second phase expansion of the Navajo refinery’s erude oil capacity from 70,000 bpd to an
estimated 80,000 bpd, but a schedule for such additional expansion has not becn determined.

Further, in fiscal 2001, Holly completed the construction of a new additional
sulfuur recovery umt at the Artesia facility, which is cumrently utitized to enhance sour crude
processing eapabilities and will provide sufficient capacity to recover the additional extracted
sulfur that will result from aperations of the hydrotreater.

Holly also recently completed a large pipeline project that involved a significant
capital invesiment. Holly leases from Mid America Pipeline Company more than 300 miles of
8" pipeline running from Chaves County to San Juan County, New Mexico {the “Leasad
Pipeling”). Holly owns and operates a 127 pipeline from the Navajo Refinery to the Leased
Pipeline and also owns terminaling facilities in Bloomfield, New Muxico (notthwest corner of
New Mexico) and in Moriarty (40 miles east of Albuqucrque). Transportation of petroleum
products t©o Moriarty and Bloomfiald hegan at the end of calendar 1999 In December 2001,

Holly completed an expansion of the Moriarty terminal and the pumping capacity on the Leased

®  Helly Corpuraton Press Releasc attached as Extbibit 1.

-
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Pipeline.” The terminal expansion inchaded the addition of gasoline and jet fuel to the existing
diesel fuel delivery capahilities, thus permitting Holly to provide a full slate of light products to
the zrowing Albuguerque and Santa Fe, New Mexico areas. The enhanced pumping capabilities
on Holiy's Leased Pipeline extending from the Artesia refinery through Moriarty to Bloomficld
will permit Holly to detiver a total of over 43,000 bpd of light products to these locations. If
needed, additional pump stations could further increasc the pipeling's capabilitics.

Holly's capital budget adopted for 2003 totals $14.8 miilion. Of that, $6.5 million
is slated for the hydrotreater project and refinery expansion, $3.2 million for other refinery
imptrovements, $3 milhon for pipelme tratsportation projects, $0.6 muliien for o1l and gas
exploration and production, and $1.5 million for information technology and other projects. For
the 2003 fiscal year, MRC's capital budget is $800,000, most of which 15 for various
improvements at the Montana refinery. Including money budgeted in previous years, Holly
plans to spend approximately $40 million in fiscal 2003 for capital improvements.

As with its recent capital expendilures, Holly has historically mvested in its
refineries in order to make themn competitive over the fong term.  In tolal, from Oscal ycar 1998
through fiscal year 2002, Holly spent over . on capital projects at the Navajo

Refinery. Owver the same perind, the Montana refinery’s capital expenditures were over

* TRolly Corporalivn Press Release attached as Exhibit 2.

&
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C. Holly currently has no operations or assets in the immediate vicinity of the
Phillips Woods Cross Assets.

The Divestiture Study emphasized that the most apecessful buvers often were
{ringe competitors or entrants expanding geographically, “Freguently, the most knowledgeable
and best buyer was the fringe competitor or an entrant expanding geographically.™

Holly does not own any refineries in Northem Utah and has no presence in the
Morthern Utah bulk suppiy market identified in the Commiszion’s compliaint.

As an entrant already engaged in the relevant business and expanding to a nearby
geographic area, Helly is an 1dea] divestiiure buyer. Indeed, Holly already operates both north
and south of the relevant peographic area. As mentioned above, Holly operates refinertes in

Montana and New Mexico

* [Mvestire Study, p.34.
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E. Holly has the financial capability to successfully complete the transaction.

Holly is a publicly traded company with its stock listed on the American Stock
Exchange under the symbol HOC. For the fiscal wear ended July 2002, Helly had sales of
$888,006,000, Ofthis $868,730,000 resultcd from refinery operations, 318,588,000 from
pipeline transportation, and 51,588,000 from corporate and other sales. These sales resulted in
income from operations of $43,046,000, primarily from Helly’s refinery operations but with a
substantial contnbution from the pipeline transportation business. Holly’s net mcome for the
fiscal year ended July 2002 was $32,029,000.

Holly wall finance the purchaze of the Phillips Woods Cross Assets with cash on
hand. The inventory will be financed with an inventery financing arrangement ar similar

facility.

II. The Woods Cross Acreements Satisfy the Requirements of the Decision and Order
To Divest The Phillips Woods Cross Assets

Paragraph 1l of the Decision and Onder requires ConocoPhillips to divest the
Phillips Woods Cross Assets, assign all Pllips Woeods Cross Supply Agreemcni:s, and enter 1nto
a trademark Hoonse agreemeni, a credit cand services agreement, a transition services agreement,
and a purchase agreement regarding branded Ancillary Products by August 2, 2003 (twelve
months from the datc ConocoPhillips executed the Consent Agreement). Pursuant tor this
requirement, ConocoPhillips has diligently sought a buyer that wonld be acceptabie to the
Commission and has entered into all appropriate agrecments more than seven months before the
deadiine for complicting the required divestitures.

{n ConocoPhillips cntercd into an Asset Purchase and Sale

Agrcement (the “Woods Cross Sale Agreement™) with Holly, which requires ConocoPhillips to

10
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sell the Phillips Woods Cross Assets to Holly, ConocoPhillips provided the Commission staff
with a copy of the Woods Cross Sale Agreement on Attached to the Woods
Cross Sale Agrcement are a Credit Card Services Agreement {Exhubit 3), a Transition Services
Agreement (Exhibit H), a Trademark License Agreement {Exhibit I), 4 Branded Ancitlary
Products Purchase Agreement (Exhibil 1), and an Environmental Agreement {Exhihit J)
{collectively, together with the Woods Cross Sale Agreement, the “Woods Cross Agreements™).”

ConecoPhillips provided the Conunission staff with a copy of these related agreements on

L. Dhvestiture of Phillips Woods Cross Asscts. Paragraph I1.A. of the
Decision and Order requires that ConecoPhullips divest the Phillips Woods Cross Asscts

absolutely and in good faith to an acquirer within twelve months from the date ConocoPhillips
executed the Consent Agreement. Pursuant to the Woods Cross Sale Agrecment. Holly will
acquire all of the Phillips Woods Cross Asscts. Woods Cross Sale Agreement

2. Assignment of Phillips Wicods Cross Supply Asreements. Paragraph ILB.

of the Decision and Order requires that ConocoPhiliips assign to the acquirer of the Phillips
Woods Cross Assets all Phillips Woods Cross Supply Agreements. Pursuant to the Woods Cross
Sale Agrecement, ConocoPhillips will assign all of the Phullips Woods Cross Supply Agrccments
1o Holly. Woods Cross Sale Agreemeant

3 Brand License for Sale of Motor Fucls. Puragraph I[1.C.1.a. of the

Decision and Order requires that ConocoPhillips, for a period of ten years from the Elfcetive
Date of Divestiture of the Fhillips Woods Cross Assets, al no payment by the scquirer to

ConocoPhillips, “in connection with the sale of Motor Fuels, provide the exclusive right 1 use in

*  The Woods Cross Agreements are arached at Exhibit 3.
11
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Uitah, ldaho, Wyomimng, or Montana all brand names that arc (i} owned by or licensed to Phillips,
and (i) used by Phillips or Phillips Branded Scilers in Utah, Idaho, Wyoming, ar Montana as of
the date ConocoPhillips executed the Consenl Agreement, including the exclusive right to use
Phillips® identification signs, trademarks, and other trade indicia.” ConocoPhillips pranted stich

alicense in the Woods Cross Agresments. Exhibit I, Trademark License Agreement

4. Brand Ticense for Salc of Ancillary Products. Paragraph IL.C.1.b. of the

Deceiston and Qrder requires that ConocoPhillips, for a period of ten vears from the Effective
Date of Divestiture of the Phillips Woods Cross Assets, at no payment by the acquirer to
ConocoPhillips, “in connection with the sale of Ancillary Products, provide the exclusive right to
use all brand names that are (i} owned by or liccnsed to Phllips, and (i) used by Phillips or
Phillips Branded Seliers in Utah, Idaho, Wyoming, or Montana as of the date ConocoPhillips
executed the Consent Agrcement, at all Gasoline Outlets owned or operated by the acquirer in
Utah, Idahe, Wyoming, and Montana; and the non-exchigive right to use all brand names that arc
{1) owned by or liccnsed to Phillips, and (ii) used Phillips or Phillips Branded Sellers in Utah,
idaho, Wyoming, and Montana as of the date ConocoPhillips executed the Consent Agreement,
in connection with the sale of Ancillary Products clsewhere in Ulah, Tdaho, Wyoming, and
Montana.” ConocePhillips granted both the exclusive and the non-exclusive license in the
Woods Cross Agreements. Exhibit I, Trademark License Agreement & Exhibit
L, Branded Anciilary Products Purchase Agreement

5. Upgrades and Changes to Brand. Paragraph I1.C.1. of the Decision and

QOrder requires ConocoPhillips to provide any upgrades or changes to the brand name,
identification sizn, rademark, or other trade indicia offered in other states unless such brand

name, identification sign, trademark, or othet trade mdicta meludes the pame “Conoco™ or

12
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mmeludes any brand name, tdentification sign, trademark, or other trade mdicia usged by Conceo o
Conoco Branded Sellers as ol the date ConocoPhillips execuied the Agreement Containing

Consent Orders.

f. Credit Card Services. Paragraph N.C.1. of the Decision and Onder

requires that Conocol’hillips, for a peried of ten years from the Effective Date of Divestiture of
the Phillips Woods Cross Assets, at no payment by the acquirer to ConocoPhillips, in connaction
with the sale of Motor Fuels, provide the non-exclusive right to accept and process Phillips credit

cards in gonmection with such sales of Phiilips Branded Fuels.

1
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7. Renewal of Brand Licensing Agreement. Paragraph H.C.2. of the

Decision and Order requires that ConocoPhillips effer to enter into discussions regarding

renewal of the brand licensing agreement at the end of the ninth year. .

K. Services. Parapraph [1.C.3 of the Decision and Order requires that
ConocoPhillips enter inlo an agreement providing such credit card services, additive, and brand

support as the acquirer may wish to purchase at Phillips’ cost.

9. Purchase and Sale of Ancillary Products. Paragraph I1.C.4. of the

Decision and Order requires that ConocoPhillips enter into a purchase and sale agreement
regarding Ancillary Products that includes terms that provide for the following, “Ancillary

Products acquired from ConocoPhillips for resale in Utah, ldaho, Wyoming, and Mentana at

14
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commercial, atTms-length terms, no less favorable than thosc given by ConocoPhillips 10 other
whelesale purehasers whe buy Ancillary Products of like quantity, grade, and quality fom
ConocoPhillips, but pemmitting differences in manufacturing, purchasing, shipping, or slorage
costs.” ConocoPhiilips has entered inte a Branded Anciliary Products Purchase Agreement with

Holly.

10.  Environmental Indemnity. Paragraph ILF. of the Decision and Order

requires that ConocoPhillips offer the acquirer an mdemmity allocating among ConecoPhillips
and the acquirer responsibility with 1espect to potential claims and liabilities arising out of failere
to comply with local, state, and federal emvitonmentat obligations in conncetion wilh the Phillips
Woods Crass Assets. CanocoPhiilips has entered into an Environmental Agreement with Holly.

Woods Cross Sale Agreement & Exhibit L, Environmental Agreement

11. Inability to Divest Intangible Asset Involving Rights Granted by

Government Anthorities. Paragraph ILJ. of the Dccision and Order requires that ConocoPhillips,

if it i unablc to satisfy all conditions necessary to divest any mtangible asset, with respect to
pertnits, heenses or other rights grantad by povernmental authorities {other than patents), provide

such assistance as the acquirer may reasonably request

15
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12 Inability to Divest Other Intangibie Asset Not Involving Rights Granted

by a Govermment Authority, Paragraph J1LJ. of the Decision and Order requires that

ConocoPhiilips, 1f 1t is unable to satisfy all conditions necessary to divest any intangible asset,
with respect to other intangible assets not included in Paragraph 11 above, including patents and

confractual rights, substitute equivalent asscts or arrangements.

L Ve
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13, Boise and Burley Terminals. Paragraph ILK. of the Decision and Order

provides that should ConecoPhillips be timable (o divest its interest in the Boise or Butley
termunals due to a co-owner's failure to waive its preferential nghts, ConocoFPhiliips will enter
into z substitute agreement that will enable the acquirer to obtain the same comuneteial benefit it

would have obtained if it had purchased the Boise and Burley terminals.

14.  Purpose of the Decision and Order. Paragraph I1.M. of the Decision and
Order provides that the purposc of the Decision and Order’s provisions concerning tie
divestiture ol the Phillips Woods Cross Assets is to ensure the continued use of the Phillips
Woods Cross Assets in the same business in which they weore cngaged at the time of the

announcement of the propozed merger and to remedy the lesscning of competition in the

17
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tefimg, terpinaling, and bulk supply of motor fuels and ather petrolenm products resulting
from the merger, as alleged in the Comumission’s complaint.  As discossed in greater detail
above, Holly is an experienced refiner that currently operates two refineries, thousands of miles
of transportabion assets, and six terminals. Morsover, Holly has no refineries in the Ltah market
identified in the Commission’s complaint. Accordingly, the proposed divestiture of the Phiilips

Woods Cross Asscis to Holly will accomplish the Commission’s goais.

CongcoPhillips and Holly have enicred inlo agreements relating Lo the divesiilure
of the Philhps Woods Cross Assets that fully comply with the Commission’s Deeision and
Order. Further, there is every reason to believe that Holly will be a viable and competitive
owner of the Thillips Woods Cross Assets.  Accordingly, ConocoPhillips hereby seeks
expeditious Commission approval of the proposed divesiiture — along with the related

agreements — pursuani to Paragraphs ILA. of the Decision and Order.

Conclusion
For 1he foregoing reasons, ConocoPhillips respectfully requests that the

Commussion expediliously approve the proposed divestiture of the Phillips Woods Cross

18
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Assets to Holly, in the manner provided in the Woods Cross Agreements, as soon as

practicable after expiration of the public comment period.

Respgcffully subnjided,

Gigorge 5. Cary

Brian Byre

Matthew 1. Bachrack

Cidary, Gottlick, Steen & Hamilton
2000 Pemnsylvamia Ave, NNW.
Washington, D.C. 20006

(202) 974-1500

Counsel for ConocoPhillips

Dated: January ﬁ, 2003
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Holly Corporation Press Release

HOLLY CORPORATION RECEIVES PERMITS FOR NEW UNIT AND REFINERY EXPANSION
1/8/2002

Dallas, Texas -- Holly Corparation (AMEX "HOC"} anpounced taday that Iks subsidiary Mavajo Refining
Company, L.P. has received the necessary permits for the construction of a new Gas Ol Hydrotreating Unit
at Navajo's Artecia, New Mexico refining facility and for the expansion of its New Mexico refining capacity.

The Gas Cil Hydrotreater will enable Navajo to expand substantially its capabifities to produce higher-
valued California grade gasolines reguired in its Phoenix market while increasing Navaijo's overall
percentage yield of gasoline. Navajo will also be positioned ta meet the new EPA nationwide low-sulfur
ctean-burning gascline standards on all its gasaline production upon the completion of the Gas Qil
Hydrotreater in late 2003, which would be aver four years ahead of the required date for the Navajo

facility.

Contemporaneous with the Hydrobreater project, Navajo will be making necessary modifications to several
af the Artesia precessing units for the first phase of Navajo's expansion, which will increase crude il
refining capacity fram 60,000 to 70,000 barrels per day (BPD). The first phase of the expansion |s
experted to be completed by the end of 2003, Certain additional permits will be required to implement
neaded modifications at Navajo's Lovington, Mew Mexico refining facility which is operated in conjunctian
with the artesia facility. It is envisioned that these necessary meodifications to the Levington facility would
also be completed by the end of 2003, The permits racelved by Navajo will also permit a second phase
expansion of Navajo's crude oil capacity from 70,000 to 80,000 BPD but a schedule for such additional
expansion has not been determimnsd.

Matthew P, Clifton, President of Holly Corporation sald, “We are extremaly pleased to produce these
cleaner-burning gasolines for pur New Mexico, Arizona, Texas, Colorado and Utah customers ahead of cur
regulatory deadlines and, te implement advanced environmental control technology that will put Navajo in
the upper tier of low emission refining facilities in the country. This preject demonstrates our commitment
to graw our clean-burning fuel production capabilitias te mest the expanding energy needs of our
Southwest markets in a manner that improves air guality at our facility while reducing vehicle tailpipe
emissions within the communities we serve. This project 1s a clear win-win situation thak improves air
quality, regional energy self-sufficiency, and the profitability of our company.”

The cask of the Gas Oil Hydrokreater project will be substantially reduced by using existing Hydrotreater
equipment that was purchased from an Illingis refinery and has been relocated to the Navajo Refinery,
Because of the use of this equipment, the tatal cost of the Gas Oil Hydrotreater project and the expansion
af the Navajo Reflnery to 70,000 BFD |5 currently estimated to be approximately $43 million, including
approximately $15 million that has already been spent on engineering and the purchase and relocation of
equipment.

The first phase of the Navajo Refinety expansion project will increase Holly Corporation’s total erude il
refining capacity by approximataly 15%, from 67,000 BPD to 77,000 BPD.

Hetly Corporation, through its affiliates, Navajo Refining Company and Montana Refinlng Company, |5
engaged in the refining, transportation, terminalling and wholesale marketing of petroleum products.

The following is a “safe harbor™ statement under the Private Securities Litigation Reform Act of 1995: The
statements in this press release relzting to matters that are not historical facts are farward=-logking
statements based on management’s belief and assumplions using currently available information and
expeactatians as of the date herecf, are not quarantees of future perfermance and invelve certain risks and
uncartainties. Although the Company believes that the expectations reflected in such forward-looking
statements are reazonable, the Company cannot give any assurances that these expeactations will prove to
be carfect. Tharefore, a~tual autromes and results could materally differ from what is expressed, implied
or forecast in such statements, Such differences could be caused by a8 number of factors Inclugding, but not
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lirnited ko, risks and uncertainties with respect to efficiency in carrying out construction projects, the
actlons of actual or potentlal competitive suppkiars of refined petroleum praducts in the Company’s
markets, the demand for and supply of crude il and refined products, the spread between market prices
for refined products and market prices for crude oil, the pessibility of constraints on the transportation of
reflned products, the possibility of inefficiencies or shutdawns in refinery operations or pipelines,
governmental regulations and policies, khe availabilicy and cost of financing to the Company, the
effectiveness of the Campany's capital investments and marketing strategies, the costs of defensa and the
risk of an adverse decisign In the pending litigation against the Company brought by Longhorn Parthers
Pipeline, L.P., genaral economic conditions, and other financlal, cperatienal and legal risks and
uncertainties detailed from time to time in the Company’s Securities and Exchange Commission filings. The
Company assurmes no duty to pultlicly vpdate or revise such statements, whether as a result of new
Information, future events or ctherwisa,

FOR FURTHER INFORMATION, Cantact:

Matthew P. Clifton, President
Staphen 1. McDonnell, Vice President
and Chief Financial Officer

Holly Corparation

2144/871-3555
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Holly Corporation Press Release

HOLLY CORPORATION COMPLETES ENHANCED NEW MEXICO DISTRIBUTION SYSTEM
171572002

Dallas, Texas -- Holly Carporation {AMEX “HOU™) announced today that its wholly-owned subsidiary,
Mavajo Refining Company, L.P., has completed tha expansion of its Moriarity, New Mexico petroleum
products terminal. The terminal expansisn inctudes the addition of gasaline and jet fuel 1o existing diesel
fuet delivery capabilities and thus permits Navajo to provide a full slate of light products to the growing
Albunuergue and Santa Fe, New Mexico areas.

Enhanced pumping capabilities on the Company’s Navajo plpeline extending from Holly's Artesia, New
Mexico refinery through Mariarity, New Mexico to Bloomfield, New Mexica, In the northweast corner of New
Mexico, will parmit Navajo to daliver a total of aver 45,000 barrels per day (BPD) of light products to these
central and northwestern Mew Mexico locations, If needed, the addition of pump stations could Furkher
increase the pipeling’s capatilitles in the future.

Mavajo’s pipeline system, which consists of 330 mites of 87 pipeline keased from Williams and &0 miles of
company-owned 12° pipaling, commenced service at the end of 1599, with an initial capacity of 16,000
BPD, upon the completian of a aasaline, diesal and jet fuel terminal In Bloomfield, Mew Mexico, and a
diese| fusl terminal In Morlariby.

Matthew Clifton, President of Holly Corporatien, said "Our enhanced preduct distribution capabllities
position our Navajo refinery to satisfy economically and safely the growing gasoline, diesel and jet fuel
rneeds of northern Mew Mexico for many years o come.”

Holly recently announced the recefpt of permits for the expansion of Navaje’s Artesia, New Mexico crude
ofl refining capacity and the addition of & mew Gas Qil Hydrotroater to increase Mavajo’s capacity to
produce clean burning gasoling. The first phase of the expansion, which will increase crude oil capaclty
from 60,000 BRD to 70,000 BPD, and the construction of the new Gas Oll Hydrotreatar, is expected to be
completed by the and of 2003, & schedule for an additional permitted expansion to 80,000 EPD of crude
ofl capacity has not been determined.

"This pipeline system to the Four Corners Area, coupled with our announced refinery expansion, will allow
Mavajo to meet anticipated New Mexico petroleum product demand and ko supply Coloradn and Utak with
light prediuets In the event that proposed third-party pipeline axtensions from the Four Corners Area to
Salt Lake City are constructed, ™ Clifton added.

Holly Corparation, through its affiliates, Navajo Refiring Company and Mantana Refining Company, is
engaged in the refining, transportation, terminalling and whelesale marketing of petroleum producks.

The following is a “safe harbor® statement under the Private Securities Litigation Reform Act of 1395: The
staternents in this press release relating to matters that are not historical facts are forward-looking
statements based on management’s belief and assumptions using currently available Infarmation and
expectations as of the date hereef, are not guarantees of future performance and involve certain risks and
uncertainties. Although the Campany believes that the expectations reflactad in swch forward-laaking
staterments are reasonable, the Company cannot give any assurances that these expectations will prove to
be carrect. Therefore, actual outcomes and resulte could materially differ from what Is expressed, implied
or farecast in such statements. Such differences could be caused by @ number of factors including, but not
Imited to, risks and uncertainties with respect to the actions of actual or potential competitive suppllers of
refined petroleurn products in the Company’s markets, the demand for and supply af crude oil and refined
products, the spread between market prices for refined preducts and markat prices for crude oil, the
possibllity of constraints an the transportation of refined products, the possibility of inefficlencies or
shutdowns in refinery operations ar pipelines, governmental regulations and policles, the availability and
cost of financing to the Company, the effectiveness of the Company’s capital Investments and marketing
strateqles, the Company's efficiency In carrying out canstruction projects, the costs of defense and the sk
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of an adverse decision in the panding litigation agalnst the Campany brought by Lenghorn Partners
Pipeling, L.P., general economic conditions, and other financial, operational and legal risks and
uncertainties defziled from time to time In the Company's Secyrities and Exchange Commission filings. The
Company assumes no duty to publicly update or revlse such statements, whether as a result of new
nformation, future events or ctherwise.

FOR FURTHER IMFORMATION, Contact:

Matheyr F. Clifton, President

James G. Townsend, Vice President,
Pipelines and Terminals

Holly Corporation

214/871-1555
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