ANALY SIS OF PROPOSED AGREEMENT CONTAINING CONSENT
ORDER TO AID PUBLIC COMMENT
In the Matter of Dan L. Duncan, et al., File No. 051-0108

The Federal Trade Commission, subject to its final approval, has accepted for public
comment an Agreement Containing Consent Order (“Consent Agreement”) with Dan L. Duncan,
EPCO, Inc., Texas Eastern Products Pipeline Company, LLC, and TEPPCO Partners, L.P.
(collectively “Duncan™). The Consent Agreement remedies the anticompetitive effects that
otherwise would be likely to result from the acquisition described herein. The terms of the
Consent Agreement require Duncan to divest its interests in the Mont Belvieu Storage Partners
natural gasliquids storage facility and related pipeline, land, and other assets to a buyer approved
by the Commission.

The proposed Consent Agreement has been placed on the public record for thirty (30)
days to solicit comments from interested people. Comments received during this period will
become part of the public record. After thirty (30) days, the Commission again will review the
proposed Consent Agreement and the comments received, and will decide whether it should
withdraw the proposed Consent Agreement or make it final.

On February 24, 2005, EPCO, Inc., through DFI GP Holdings, L.P., acquired from Duke
Energy Field Services, LLC: (1) TEPPCO'’ s genera partner, Texas Eastern Products Pipeline
Company, LLC, for $1.1 billion, and (2) 2.5 million limited partnership units of TEPPCO
Partners, L.P., at an estimated value of $100 million (collectively “the acquisition”). The
acquisition was not reportable under the Hart-Scott-Rodino Act. Both EPCO and TEPPCO are
leading providers of salt dome storagefor natural gasliquids (“NGLS’) in Mont Belvieu, Texas.
EPCO operates the Enterprise NGL storage facility in Mont Belvieu. TEPPCO operates the
Mont Belvieu Storage Partners NGL storage facility in Mont Belvieu. Asaresult of this
acquisition, two of the four commercial storage providers for NGL s were placed under
Enterprise’ s control.

l. The Parties

Enterprise Products Partners L.P. (“Enterprise”) is one of the largest publicly traded
midstream energy partnershipsin the United States, with an enterprise value of approximately
$15 hillion. Enterprise’ s services include NGL fractionation, transportation, import/export
terminaling, and storage. Enterprise owns the largest and most liquid NGL storage fecility in
Mont Belvieu, along with several pipelinesinto and out of Mont Belvieu, and substantial brine
handling capacity in Mont Belvieu. Enterprise also markets NGLs in Mont Belvieu. Dan L.
Duncan ultimately controls Enterprise and EPCO, Inc. (“EPCQ”), the genera partner of
Enterprise.

TEPPCO Partners, L.P. (“TEPPCQO”) isa publicly traded master limited partnership.
TEPPCO’ s general partner is Texas Eastern Products Pipeline Company, LLC (“ Texas Eastern”),



which, post-acquisition, ultimately is controlled by EPCO and Dan L. Duncan. Through various
subsidiaries, TEPPCO owns and operates NGL transportation and storage assets. TEPPCO'’s
Mont Belvieu NGL storage assets are owned by Mont Belvieu Storage Partners, a 50/50 joint
venture between TEPPCO and Louis Dreyfus Energy Services L.P. TEPPCO controlled, and
continues to control, the day-to-day operations of the Mont Belvieu Storage Partners NGL
storage facility, through its wholly-owned subsidiary, TE Products Pipeline Company, Limited
Partnership. TEPPCO also owns and operates the TE Products Pipeline, the primary source of
propane to the northeastern United States and an important outlet for NGLs stored at the Mont
Belvieu Storage Partners facility.

Since the acquisition, the general partners of Enterprise and TEPPCO have maintained
separate boards of directors and management teams. The practical result of the acquisition,
however, isthat Dan L. Duncan ultimately owns and controls both entities.

. Salt Dome Storage for Natural Gas Liquidsin Mont Belvieu, Texas

The relevant market in which to analyze the effects of the acquisition is the market for
salt dome storage for natural gasliquids (“NGLS’) in Mont Belvieu, Texas. NGLs are a group of
light hydrocarbons-including ethane, propane, normal butane, isobutane, and natural
gasoline-which are used, among other uses, as feedstocks in the production of ethylene and
propylene, as fuel for heating or industrial processes, and in blending components for motor
gasoline. NGLs primarily are stored in large underground wells formed out of geological salt
domes under the Earth’ s surface until they are delivered to end-users, usually via pipeline. Mont
Belvieu, Texas, comprises the largest NGL storage system in the world and pipeline connections
that allow NGL marketers to reach the broadest array of end use markets. There are no viable
competitive alternatives to salt dome storage for NGLs in Mont Belvieu.

The market for sdt dome storage for NGLsin Mont Bevieu, Texas, is highly
concentrated, with Enterprise and TEPPCO as the two largest suppliers based on storage
volumes, and two of the three largest suppliers based on permitted storage volume. Together the
two account for about 70% of storage volume in Mont Belvieu. Targa Resources, Inc. and
Valero Energy Corporation are the two other competitors that account for the remaining volume.

Storage wells are differentiated by their connectivity, both to pipelines bringing product
into the wells from fractionators, and to pipelines taking product out of storage to the major
product pipelines that transport NGL s to markets throughout the United States. Mont Belvieu's
attraction as a storage hub for NGL s stems from the flexibility it provides to owners to move
their product to various markets. Storage customers evaluate wells on the basis of the flexibility
they provide in receiving and moving product.

Prior to the acquisition, Enterprise and TEPPCO directly competed for storage volumes
in Mont Belvieu based on price and service leves. Both Enterprise and TEPPCO are connected
to the Dixie Pipeline and competed for storage volumes for customers wishing to ship product,






Paragraph IV.A of the proposed Consent Agreement requires Duncan to provide prior
notice to the Commission of its planned acquisitions, operatorships, or management of any NGL
storage facility in Mont Belvieu, Texas, for aperiod of ten (10) years. Paragraph IV.C requires
Duncan to send copies of dl new NGL storage leases with third party NGL storagefacilitiesin
Mont Belvieu within the earlier of fifteen (15) days of being signed or becoming effective. These
provisions ensure that subsequent acquisitions or leases do not adversely impact competition in
the market at issue and undermine the remedid goals of the proposed Consent Agreement.

In order to achieve successfully the Commission’s purposes, Paragraph 11 of the proposed
Consent Agreement contains provisions that ensure that the acquirer receives all resources
necessary to operate the divested assets. First, Paragraph 11 requires Duncan to give the acquirer
the opportunity to interview and hire employees who spend more than ten percent (10%) of their
time working on the divested assets, and prevents Duncan from offering these employees
incentives to decline the acquirer’s offer of employment. Thiswill ensure that the acquirer has
access to staff who are familiar with the NGL storage, pipelines, and other related assets.
Second, Paragraph 11 requires Duncan to convey to the acquirer licensed intangible property
necessary for the operation of the divested assets to ensure that the acquirer has the software and
other assets necessary to operate the divested assets in the same manner as of the day the parties
signed the Consent Agreement.

To maintain the competitive viability of the divested assets, including TEPPC Ghifutiiiizd




Products Pipeline to any NGL storage facility it ownsin Mont Belvieu, Texas, the proposed
Consent Agreement requires Duncan to (1) connect the new pipeline to the M ont Belvieu Storage
Partners NGL storage facility at its own cost, (2) operate the TE Products Pipeline for propane on
an open stock basis for shippers who ship from Mont Belvieu Storage Partners on terms and
conditions that are no |ess advantageous than those for shippers who ship propane from an NGL
storage facility in Mont Belvieu owned by Duncan, and (3) operate the TE Products Pipeline for
products other than propane on terms and conditions that are no |less advantageous than those for
shippers who ship products other than propane from an NGL storage facility in Mont Belvieu
owned by Duncan.

Third, the proposed Consent Agreement contains provisions relating to the
implementation of new allocation procedures for the TE Products Pipeline. Paragraph 1V.B
requires TEPPCO to provide advance written notice to the Commission of any new allocation
procedures relating to the movements of NGLs on the TE Products Pipeline originating in Mont
Belvieu, Texas. Paragraph VI requires any new allocation procedures to include a requirement
that shippers originati ng product movements on the pipeline from the Mont Belvieu Storage
Partners NGL storage facility nominate that movement to both TEPPCO and Mont Belvieu
Storage Partners and also provides that such new dlocation procedures shall allow shippers who
ship product originating at Mont Belvieu Storage Partners’ facility to ship on terms and
conditions that are no |ess advantageous than those given to shippers who ship from an NGL
storage facility owned by Duncan.

The purpose of the provisions relating to the operation of the TE Products Pipelineisto pS.63 Of any



