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UNITED STATES OF AMERICA
BEFORE FEDERAL TRADE COMMISSION

5

RECEIED DOSLMENTS “Up\

In the Matter of
Conoco Inc.,

a corporation,

Docket No. C-4058

and File No. 021-0040

Phillips Petroleum Company,
a corporation.

PETITION OF CONOCOPHILLIPS FOR APPROVAL OF
PROPOSED DIVESTITURE OF THE NEW MEXICO ASSETS

Pursuant to Section 2.41(f) of the Federal Trade Commission (“Commission”)
Rules of Practice and Procedure, 16 C.F.R. § 2.41(f) (2002), and Paragraph VILB of the
Decision and Order contained in the Agreement Containing Consent Orders accepted for public
comment in this matter (“Decision and Order’”), ConocoPhillips Company (“ConocoPhillips™)
hereby petitions the Commission to approve the divestiture of the New Mexico Assets (as
defined in the Decision and Order) to Frontier Field Services, LLC, a newly formed affiliate of

Frontier Energy Services, LLC (“Frontier™).!

Background
On August 2, 2002, Conoco Inc. (“Conoco”) and Phillips Petroleum Company

(“Phillips”) (individually and collectively, “Respondents™) executed an Agreement Containing

: Capitalized terms that are not defined within this petition shall have the meanings set forth in the Decision
and Order.
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Consent Orders that included the Decision and Order and an Order to Hold Separate and
Maintain Assets (collectively, the “Consent Agreement”) to settle the Commission’s charges that
the proposed merger of Conoco and Phillips, if consummated, would violate Section 5 of the
Federal Trade Commission Act, as amended, 15 U.S.C. § 45, anci Section 7 of the Clayton Act,
as amended, 15 U.S.C. § 18. On August 30, 2002, the Commission accepted the Consent
Agreement for public comment, and Conoco and Phillips thereafter consummated their merger,
thereby forming a new entity, ConocoPhillips.? The Consent Agreement is presently before the
Commission for final approval and issuance of the orders contained therein.

Because this petition and its attachments contain confidential and
competitively sensitive business information relating to the divestiture of the New Mexico
Assets — the disclosure of which may prejudice ConocoPhillips and Frontier, cause harm to
the ongoing competitiveness of the New Mexico Assets, and impair ConocoPhillips’ ability
to comply with its obligations under the Consent Agreement — ConocoPhillips has redacted \
such confidential informaﬁon from the public version of this petition and its attachments.
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
herein be accorded confidential treatment. The confidential version of this petition should
| be accorded such confidential treatment under 5 U.S.C. § 552 and Section 4.10(a)(2) of the
Commission’s Rules of Practice and Procedure, 16 C.F.R. § 4.10(a)(2) (2002). The
confidential version of this petition is also exempt from disclosure under Exemptions 4,

7(A), 7(B), and 7(C) of the Freedom of Information Act, 5 U.S.C. §§ 552(b)(4),

2 After the merger, Conoco and Phillips remain as corporate entities, but both are now wholly-owned

subsidiaries of and included within ConocoPhillips.
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552(b)(7)(A), 552(b)(7)(B), & 552(b)(7)(C), and the Hart-Scott-Rodino Antitrust
Imprdvements Act of 1976, as amended, 15 U.S.C. § 18a(h).

ConocoPhillips desires to complete the proposed divestiture of the New
Mexico Assets as soon as possible following Commission approval, and by no later than
May 2, 2003. Prompt consummation will further the purposes of the Decision and Order
and is in the interests of the public, Frontier, and ConocoPhillips, because it will allow
Frontier to move forward with its business plans for the competitive operation of the assets
to be divested. It will also allow ConocoPhillips to fulfill its obligations under the Consent
Agreement. ConocoPhillips accordingly requests that the Commission promptly
commence the period 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 by
approving the divestiture of the New Mexico Assets to Frontier Field Services, LLC and the
execution and initiation of the other required agreements as soon as practicable after the

close of the public comment period.

I. The Proposed Divestiture is Consistent with the Terms of the Decision and Order
Paragraph VII of the Decision and Order requires Respondents to divest the New Mexico
Assets to the acquirer by May 2, 2003 (nine (9) months from the date Respondents executed the
Agreement Containing Consent Orders). Pursuant to this requirement, Respondents have
diligently sought a buyer that would be acceptable to the Commission and have negotiated and

executed all appropriate agreements.
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On , ConocoPhillips entered into an Asset Purchase and Sale
Agreement (the “Sale Agreement”) with Frontier Field Services, LLC, which, subject to
Commission approval, requires ConocoPhillips to sell the New Mexico Assets to Frontier Field
Services, LLC. The Sale Agreement is attached at Confidential Exhibit 1. ConocoPhillips and
Frontier Field Services, LLC have also entered into a number of agreements that are ancillary to
the Sale Agreement. The ancillary agreements are attached hereto as exhibits to the Sale
Agreement.

1. Paragraphs VIL.A. and VILB. of the Decision and Order require that
Respondents divest the New Mexico Assets-absolutely and in good faith to an acquirer within
nine (9) months from the date Respondents executed the Agreement Cbntaining Consent Orders.
Pursuant to the Sale Agreement, Frontier Field Services, LLC will~acquire the New Mexico
Assets. Sale Agreement The assets described in the Sale Agreement comprise all of the

New Mexico Assets as defined in Paragraph I. AM. of the Decision and Order.

2. Paragraph VILD. of the Decision and Order provides that the purpose of
the Decision and Order’s provisions concerning the divestiture of the New Mexico Assets is to

ensure the continued use of the New Mexico Assets in the same business in which they were
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engaged at the time of the announcement of the proposed merger, and to remedy the lessening of
competition in Gas Gathering alleged in the Commission’s complaint. As d'iscussed in greater
detail below, Frontier, who will control operate and manage the New Mexico Assets, is an active
gatherer, processor, and marketer of natural gas. The Frontier management team consists of a
small group of multi-disciplined professionals whose backgrounds together comprise more than
70 years of upstream and midstream natural gas industry experience with major gas companies
and successful independents. Frontier’s management team has a strong mix of engineering,
operations, accounting, administrative, merger and acquisition, and financial experience. In
addition, the management team has helped create six successful natural gas entities over the past
22 years. Moreover, neither Frontier nor Frontier Field Services, LLC have any gas gathering or

processing assets in or near the vicinity of the New Mexico Assets. Accordingly, the proposed

divestiture will accomplish the Commission’s goals.

II. The Proposed Acquirer Will be a Strong and Effective Competitor
Frontier is an established, experienced competitor in gas gathering and

processing.



PUBLIC VERSION

While Frontier has only been in operation since December 2001, it is managed by
a successful team of entrepreneurs with extensive experience in gas gathering and processing.
President, CEO, and major interest owner, Dave Presley has served with highly successful gas
gathering, processing, and marketing companies for more than 27 years, most recently serving as
President and Chief Executive Officer of CMS Field Services, Inc., a subsidiary of CMS Energy
Corporation. Mr. Presley has directed more than $300 million in asset acquisitions involving
natural gas gathering, processing, and marketing. A copy of Mr. Presley’s resume is attached
hereto at Exhibit 3.

Executive Vice President James E. Lind has more than 19 years of experience in
the natural gas industry, including six years as President and owner of Mercury Energy, Inc. Mr.
Lind has evaluated, directed, and managed over $900 million in midstream natural gas

acquisition projects, including most recently the Transok system in Oklahoma, the Belvan and
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Benedum systems in West Texas, and the Noark Gas Transmission system in Arkansas. A copy
of Mr. Lind’s resume is attached hereto at Exhibit 3.

Controller Kelly Wood has over 20 years of financial control and oversight
experience, including 9 years with established midstream natural gas gathering and processing
companies, including American Central Gas Technologies, Inc. and Encore Energy, Inc. A copy
of Mr. Wood’s resume is attached hereto at Exhibit 3.

Director of Gas Supply Mindy Stephens spent seven years as Manager of Gas
Supply for two successful gas gathering and processing companies, CMS Field Services, Inc. and
Heritage Gas Services, prior to which she spent six years as a gas supply and storage analyst. A
copy of Ms. Stephens’ resume is attached hereto at Exhibit 3.

Lew Ward, founder and owner of Frontier’s other major interest holder, Ward
Petroleum Corporation, serves as Chairman and Chief Executive Officer of Ward Petroleum
Corporation. Ward Petroleum Corporation was listed in Inc. Magazine as one of America’s 500
fastest growing private companies in 1991, 1992 and 1993. A copy of Mr. Ward’s resume is
attached hereto at Exhibit 3.

Following are brief descriptions of some of the companies that have been

successfully founded and operated by members of Frontier’s management team:
e Colony Energy Corporation was founded by Mr. Presley in 1982.
o Centennial Natural Gas Corp. was founded by Mr. Presley in 1988.
e Ward Gas Services, Inc. was founded in1985 by Mr. Ward.
e Gale Force Compression Corp. was founded in 1989 by Mr. Ward.
o Heritage Gas Services, LLC was founded in 1995 by Mr. Presley.

e Mercury Energy, Inc. was founded in 1996 by Mr. Lind, who is currently its
owner and operator. .
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Following the divestiture, Impact Energy Services, LLC (“Impact”) will hold,
through a ten percent (10%) ownership in Frontier Field Services, LLC, an ownership interest in
the New Mexico Assets. Impact was formed as an Oklahoma limited liability company in
October, 2001. The ownership of Impact is split between The GHK Company (“GHK”) and
Impact Partners, L.L.C. (“Impact Partners”). GHK is a privately héld oil and gas exploration
company headquartered in Oklahoma City, Oklahoma. Impact Partners was formed as an
Oklahoma limited liability company in October, 2001 and is owned by the three principals that
started the company: Don Jacobsen, President; Greg Brooks, Vice President; and Larry
Woodson, Vice President. The principals of Impact Energy have over seventy-five (75) years in
the natural gas industry with an emphasis in the gathering, treating, compression, and marketing
segments of the business.

Impact owns a substantial interest in the Potato Hills Gas Gathering System
located in Latimer County, Oklahoma. Impact also owns the remaining interests in the San Bois
Treating Facility LLC and the Kelton Gas Services, LP, which are not owned by Frontier.
Moreover, Impact has no gathering or processing assets in or near the vicinity of the New

Mexico Assets.

* * *
ConocoPhillips and Frontier Field Services, LLC have entered into agreements
for the divestiture of the New Mexico Assets that fully comply with the Commission’s Decision
and Order. Accordingly, ConocoPhillips hereby seeks expeditious Commission approval of the
proposed divestiture to Frontier Field Servicés, LLC pursuant to Paragraph VILB. of the

Decision and Order.
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Conclusion
For the foregoing reasons, ConocoPhillips respectfully requests that the
Commission expeditiously approve the proposed divestiture of the New Mexico Assets to
Frontier Field Services, LLC, as in the manner provided in the Agreements, as soon as

practicable after expiration of the public comment period.

Respectfully submitted,

= -
George S. Cary -
- Brian Byrne
Wesley B. Brown
Cleary, Gottlieb, Steen & Hamilton
2000 Pennsylvania Ave., NW
Washington, DC 20006
(202) 974-1500

Counsel for ConocoPhillips
Dated: February 12, 2003



Confidential Exhibit 1

Purchase and Sale Agreement

[REDACTED]



Confidential Exhibit 2

Map of Chaves and Santa Nifio Gathering Systems

[REDACTED]
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