UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF UTAH

UNITED STATES OF AMERICA, )
' Plaintiff, ;
v, ; Civil Wo. 1L43-57
EL PASO NATURAL GAS COMPANY and ; Filed: July 22, 13957
PACIFIC NORTHWEST PIPELINE CQRPORATTON, ) _
Defendants, ;
COMPLAINT

The United States of America, plaintiff, by its attorneys, acting
under the direction of tﬂe Attorney General of the United States,
brings this Civil Action to obtain equitable relief against the above-
naﬁed defendants, and gomplains and alleges as follows:

JURISDICTION AND VENUE

1. Thislcomplaiht is filed and this action is instituted against
the defendants under Section 15 of the Act of Congress of October 13,
1914, c. 323, 38 Stat., 736, as amended, entitled "An Act to supplement
extsting laws ageinst unlawful restraints and menopolies and for other
purposes,”" commonly known as the Clayton Act, in ordef to prevent: and
restrain the violation by the defendants, as hereinafter alleged, of
"Section 7 of the Clayfon Act.

. 2. The Pacific Northwest Pipelipe Corporatlon transacts business
and may be found within the District of Utah.
DEFEﬁDANTS .

3. 'El Paso Natural Gas Company, hereinafter referred to as “El
" Paso," is made a defendant herein. El ?a;o is alqo?pp;atipq organized
and existing under the laws of the State of Delaware, with its principal

office in El Paso, Texas,



4. Pacific.Northwest Pipeline Corporation, hereinafter referred
to as "Pacific Northwest", is made a defendant herein. Pacific’
Northwest is a qo;poratieﬁ organized and éxiﬂfing under the laws of
the State of Delaware, witﬁ tts principal office in Salt Lake City,
Utah. |

TRADE_AND COMMERCE

5. WNatural gas is any gas of natural origin produced from or
existing in oil or gas weils.and-it consists primarily of hydrocarbons,
In 1956, natural gas congumption re?raseﬁted approximately 247 of total
congumption of energy fuels in qhe United States, and principally
because of physical burning qualities natural gas is in increasing
ﬂemgnd.ss a source of domeétic;.écmmerc$al and industrial heat and
for genaratieu. of alectricity, Substantial quantities of natural gas
are also used directly as-an industrial raw materiél for the production
of carbon black, ammonia, zlcohol and numerous petrochemicals, including
plastics, detergents snd other synthetic materials, Before most natural
gas can be used; certaiﬁ impurities must be removed by a refining
process, and the exttactgd produets, such as natural gasoline, etc.,
are also valuable as cﬁemical compounds and sources of emergy. The
construction of interstate pipeline systems has mada it possible to
transmit naturg! gés tﬁrogghout most of the Unjited States, but only
eight states export moré natural gas than they impovt. Production of
and exploration fox natural gas is carried on primarily by many
independent companies and individuals who sell gas at the.oil or gas
well to the pipeline companies. A_pipe1£n§ company, after any necessﬁry-
?roqeasing, tranappfts.gas through its pipeline system and sells to
distributors for resale to local domestic, cammercial and industrial
copsumers, and may sell directly tpﬁmﬁﬁicipalities énd industrial
consnmaré, A ?1pel1ne coméany. in additioﬂ'to its primary function of
selling natural gas, may also explore for and'producg natural gas.

6., Defendant E]l Paso is engaged in the pyoduction, pu;chage,
transportationiqni sale, in interstate commexce, of natuyal gaé for
ultimate public-consumptiqn for domestic, commercial, industrial and

other uses, It transports. and gells its own gas and is not a common
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- carrler. It owns and operates an integrated and interconnected pipe=
line system‘of-over'6,700 miles. It produées Qnd puréhaseé'natural gas
in oil and gas fieids in the Permian Basin in southeastern New Mexice
and adjacent areas in west Texas; in the Panhandle Field in the Texas
Panhandle area; and im the San-iuah Bagin in northwestern New Mexico
and. southwestern Colorado. El Paso owns more natural gas reserves than
any other pipeline in the United States, and it is estimated that it "
vanks gixth among all natuval gas producers in.awnarship of natural
gas reserves. It sells natural gas for resale in California, Nevada,
Texas, New Mexico and Aylzona and also sells directlﬁ to certain
industrial consumers and to cities and towns located along the routes
of its pipelines. Utah Natural Gas Company, a subsidiary of defendant
El Paso, purchases gas in the Clear Creek Field in céntral Utah and
trahspnrta such gas through a 64 mile transmisslon pipeline to a point
near Provo, Utah, where sales are made.ta Mountain Fuel Supply Company
for distribution in Salt Lake City and surrounding areas in Utah.
Por the year ending December 31, 1956, defendant El Paso had total
operating revenues of $221,515,546 and total assets of $909,531,955.

7. Defendant El1 Paso presently supplies in excess of 60% of
all natural gas consumed in the State oflcalifornia and is the only
out-of-state pipelipe company supplying gas to that State. E1 Paso
transports gas through 1lts pipeline syafem from the Permian Basin
and .the San Juan Bssiﬁ, referred to sbove, to the California Border
whexe it is soid to the Pacific Gag and Electric Company, the
Southern Califcrnia Gas Compaﬁy and-the Southern Counties Gas
Company, heveinaiftey veferved to as the "California Companies,"
who in turn distribute the gas to the various natural gas users in
California. Since local supplies of gas are inadequate, the industries
and other consumets of Californig are, through the California Companies,
heavily dependent upon El Pasc for gas for their heat and power. During
1955, the California Companies purchased over $120 million worth of
natural gés from El Paso, representing three~fourths of EL Paso’s

revenues from sales of gas. El Paso is the primcipal supplier of -



natural gas in the States dﬁ_arizoné and.ﬂe?ada andlalso supplies _
substantial amounts of natural gas ﬁn New He#ico and West Texas.

8. Defendant Pacific qubhwe%t is engaged iﬁ the production,
purchage, transpprtation ﬁnd sale,;in intératate commerce, of natural
gas for ultimate public donsumpuio; for domgstic, coﬁmercial, industrial
and other uses. It trsnspofts and sells-ita own gas and is not a
common carrier, It has recently constructed and placedlin operation
approximgtely 2300 miles of main and lateral pipelines extending
from fhe San Juan Basin in New Mexico through ﬁhe States of Coloradoe,
Utah, Wyoming, Idaho, preggn and Washington to a termigus at the

‘Canadian Border, It produces and purchgseslnatu}al gas in the San
Juan Basin of New Mexico and southwestern Colorado; in the Bérwk
Field in Utah and Colorado; in the Big Piney, Tip Top and Hogsback
Field; in Wyoming; and in the Piceance Creek and Rangely Fields in
Colorado. Pacific Northwest owna substantial yeserves in western
United States and Canada, particularly in the San Juan Basin, where
it owns ome of the largest blocks of gas-producing aﬁfeage. It has
also contracted with West Coast Transmission Company, Ltd., in which
company it owns a 25% stock interest, to purchasa”.commancing in late
1957, a substantial amount of natural gas from Canada. It .sells
natufal-gas:for':esale'in Washington, Oregpﬁ and Idaho; and also sells
directly. to certain iudustrial-coqgumeré and to g¢ities and towns
located along the route.éf its pipeline, In adﬁition, this company
" has contracts to sell natural gas ;o_thefcolgrado Interstate Gas
Company which sells éas'in Wyom;ﬁg and Cdlorado and to the Mountain
Fuel Supﬁly Company in Utah, which eoméény, as hgrainaﬁova aliege@
in'pavagraph 6, alsp pqrchgaes gas ﬁrpm'ﬁtah'uatural Gas Company,-a
auusidia#y-nf Defendant'ﬁl.Pasn. . &s ﬁt Decembeyr 31, 1956, Pacific
Northwest had assets of $248,391;826; Ihe-co;pauy began initial
deliveries of natural gas in'lateilQSG and to date has only rep&rted
revenues from gaa;sa&ea_which'in:1956 amounted to $4,095,539;_

:9% ;befa;dant_Paciﬁtc Northwegt is the only supplier of natural

gas to Washington, IOregon and Idgho, In these states natural gas



éuppiy.haa only recently become available through Pacific Northwes€'s
newly cohstructed pipeline and the demand for’ﬁatural gas is expected
te increase, Pacific Northwest, with the only facilities for
-importation of Canadian gas intd the wes:ern3séafes, has long=term
contracts with West Coast Transmission, Lﬁd}, for sub;tantial-and
increasing amounts of Canadian gas with which to meet the demands

of these markets. '

10, Defendant Pacific Northwest has megotiated with distribution
companies and consumers in Galifornia_looking'tdwsrd possible sale of
natural gas in that state, GCertain of these negotigti@ns oceurred
immedigtely prior to the acquisition of Pacific Northwest by El Paso,
which acquisition is hereinafter more fully described in paragraph 15.

11, Defendant.El Paso and defendant Pacific Northwest are fhe
only tﬁo interstate pipelines purchasing and transparting natural gas
from the San Juan Basin. In addition to the pipeliné companies,
approximately 100 producers are engaged in-the exploration for, and
production of natural gas in this Basin, These producers are principally
dependent upon the two pipeline defendants as outlets to which theﬁ can
gell natural gas. In the San Juan Basin, El Paso and Pacific Northwest
have competed directly in the purchase of natural gas from the
various natural-gha producexs. Natural gas prodpced in the recently
discovered Four Corners Field located at the coumon corner of New
Mexico, Arizona; Utah and Colorado, and in the Paradox Basin in
southeastern Utah and southwestern Colorado will be accessible to
the pipelines of both defendants. ' Both pipeline companies are
engaged in gxtensiVelexploration-for raturdl gag in these aforemen=
tioned areas and throughout the western states and Canada,

12. Defendant El Paso and defendant Pacific Northwest have
entered in;é agreements providing for loans of substantidl amounts
of money and for exchange of gas betweén the two companies; After
the acquiaition of thé:stgck oé Pacific'ﬂorthwesc by El Paso, herein-
after referred‘tn in paragraph 15, certain officials of El Paso
have become officeys and directors of Pagific Northwest and announce-

ment has beep made of plans to coordinate and inkegrate the operations
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" of both pipelines. . -

13. In addition to the operation of its natural gas pipeline
transmission system, dsfendant El Paso, directly an& through its sub-
sidiaries, is engaged in the exploration for oil, thé production_and
refining of crude oil, the production of butadiene and the recovery and
mannfactﬁre of‘ﬁroducts from natural gas, including natural gasoline,
butane, proﬁane and other refined and extracted producis.

14 In addition to the aparati&n of-ita natﬁra; gas pipeline
transmission gystem, defendant Pacific Northwest, directly and through
its subsidiaries,‘is engaged in the exploration for oil, the production
and réfiping of crude oil and the recovery and manufacture of products
from natural gas, including natural gasoline, butane, propane and
other refined and extracted products, -

OFFENSE CHARGED

15. Pursuant to an agreement dated November 8, 1956 between EL
Paso, Pacific Northwest and the Board of Directors of Pacific Northwest,
El Paso has acquired in excess of 99% of the outstanding shares of
Pacific Northwest's common stock, The acquisition by EL Raso of the
stock of Pacific Northwest is in violation of Section 7 of the Clayton
Act ih that the affecf of the anquiaition may be quﬁstaniially to lessen
ccmpetition or tend to create a monopoly._ Because of this acquisiflon; .

 (a) The only two major pipelines transporting and selling natural
gas in several western states are brought under co‘mmoﬁ ounership and
control. As a result thereof present and potential domestie, commerecial
and.industrial consumers of natural gas in several states-will be
deprived of the benefits of a competitive market;

(b) The only two major purchasers of natural gas from numerous
natural gas producers in the San.Juan Basin and in othar-natural gas
figlﬁs in several western states are brought under common bwnergh;p
and cqntrOI; As g result thereof the numerous producgrs of natural
gas will be deprived of ﬁhe benefits of a compeﬁitivé-market in the
sale of their products,



{c) E1 Dasofhas'acqniréd:the thy‘eiistihg dnméﬁtic'facilities
far imnartatlon of Canadlan natural gas lnto western United Btates and
has. thus gained permanent access to sowrces:of Canadian na.tura}. gass -
As a result thereofy. the .substant:l.al competition heretofore offered to
El Paso by the sale-of Canadian natural gas in the western states has
been elj:ninafed and all transmissidr'x of mtﬁral gas from outwof-state
and foreign sources- Into several western B'bates has been brought under
the control of El Pasos. _ .

(d) . Actual and potential, -,cémpéti‘bion between Il Paso .and Pacifie’
Northwest -in various aspacts of the expleoration for,. production, purchase
and sale of natural. gas will be eliminated.. |

(e) Pacific Northwest is nermanently ellmnat.ed as an mdependent
competitive factor in various dspects of the exploration for, production,
purchase and sale of natural gas.

(£) The conbination of El Paso and Pacifie Northwes*t. exbends and
increases concentration in the produetion, purchase, transmission and
sale of natural gas in the sectidn of the coumntry in whir,;h these
companies operate and will enhance Kl Pas_o‘s‘ competitive position to
a point where other.poten'bi..al competitors.may be permanently excluded.

(g)" kctual énd potential competition between El Paso and Pacific
Worthwest in the production and sale of a.varie'hy of produgts of the
oil and gas industyy, including extracted and refined products of oil
and natural gas, will be eliminated.

156, The violation alleged in this_.f:_bmlainf is c}on'hinuing and
will, ‘-c_:onfiﬁue wnless the relief hereixﬁfter Ipraygd for is grant-ed'o .

PRAYER

WHEREFORE, PLAINTIFF PRAYS: =

1. That the acquisition by El -Paso of the stqck oi‘ Pac;.i‘lc
Northweét b.e adjudged a violation of Section 7 of the Clayton gcta~

2. . That under such terms and condi,.‘l;i'mms -bhat.wl{hia--c ourt, -may
prescribe the defenda.ht El Paso “ﬁe-r-equired'td-div;sst. j.tseii:“ai‘- the

stock-of Pacific Northwest. .



3 ?hat a preliminary injunction issue enjoining the defendants

from d.:l.sposing of any of 'bha stock of Pacific Northwest. from

disposing of-or eommingling or in any way impairing the independént
uxility of the assets of PBlelG Northwest, and from making any

basic changes 1n tha organiaétion or Operatibns of Pacific Northwest

pending a_final adjudication of thid proceeding..

Ls That pursuant to Section 15 of the Clayton Act an order be

made and entered herein requiring defendant El Paso to be brought

befora the Gourt in this proceeding and directing the Marshal of

the wastern Diatriot-of Taxas to serve summcna upon i,

5. That the plaintiff have suéh other and additional relief

as the Court may deem Just and proper.

6. That the plaintiff recover its taxable costs.

/s/ _Herbert Brownell, Jr.
m BRG& £ IJR-

Attorney General

/8/ Victor R. Hansen :
. ,VICTQR R. HANSEN ~
Assigtant Attorney Ceneral

/s/ TEphraim Jacobs |

“EPHRATM JACOBS :
Attorney, Department of. Justice

"W,

s/ A, Pratt Kesler

United States Attorney’

/s/ Willig C. McPike
- . L] Mc .

&%MJ_ML
5 A. PARKER

/s/_#lan 8. Ward .

ALAN S. WARD

/s/ John T, Duffnert
JOHN T. DUFFNER

25/ Draper W. Phillips -
DRAPER W, PHILLIPS

Attorneys, Department of Justice





