
THE UNITED STATES DISTRICT COURT FOR THE 
DISTRICT OF COLUMBIA 

UNITED STATES OF AMERICA, 

P l a i n t i f f , 

v. 

EL PASO NATURAL GAS COMPANY, 

Defendant. 

CASE NUMBER 1.95CV00067 

JUDGE: H a r o l d H. Greene 

DECK TYPE: A n t i t r u s t 

DATE STAMP: 01/12/95 

COMPLAINT 

The Uni t e d States of America, through i t s attorneys, a c t i n g 

under the d i r e c t i o n of the Attorney General of the United States, 

b r i n g s t h i s c i v i l a c t i o n to o b t a i n e q u i t a b l e and other r e l i e f 

against the defendant named he r e i n and alleges as f o l l o w s : 

I . 

NATURE OF THIS ACTION 

1. The United States brings t h i s c i v i l a n t i t r u s t a c t i o n to 

o b t a i n i n j u n c t i v e r e l i e f against an a n t i c o m p e t i t i v e t y i n g 

arrangement of the defendant El Paso Natural Gas Company ("El 

Paso") t h a t v i o l a t e s Section 1 of the Sherman Act, 15 U.S.C. § 1. 

2 . El Paso owns and operates a n a t u r a l gas gathering system 

l o c a t e d i n the San Juan Basin of the United States, which i t uses 

to t r a n s p o r t n a t u r a l gas produced i n the basin to p o i n t s of 

connection w i t h mainline i n t e r s t a t e p i p e l i n e s . El Paso's San Juan 

g a t h e r i n g system has market power f o r gas gathering f o r w e l l s i n 

the San Juan Basin. Many San Juan Basin producers have no 

a l t e r n a t i v e t o E l Paso f o r gas gathe r i n g . El Paso requires persons 



o p e r a t i n g gas w e l l s i n the San Juan Basin to purchase meter 

i n s t a l l a t i o n s e r v i c e from i t as a c o n d i t i o n of connecting a w e l l or 

w e l l s to i t s g a t h e r i n g system. 

3. El Paso's p r a c t i c e of t y i n g meter i n s t a l l a t i o n to i t s gas 

ga t h e r i n g s e r v i c e has caused many w e l l operators seeking to connect 

a w e l l t o El Paso's g a t h e r i n g system to purchase meter i n s t a l l a t i o n 

s e r v i c e a t a cost higher than they otherwise would have pa i d , to 

wa i t longer f o r i n s t a l l a t i o n than otherwise necessary, or both. 

4. The United States seeks an i n j u n c t i o n , pursuant to 

Sherman Act § 4, 15 U.S.C. § 4, p r o h i b i t i n g E l Paso from 

c o n d i t i o n i n g the connection of a w e l l to i t s San Juan g a t h e r i n g 

system upon a w e l l operator agreeing t o purchase meter i n s t a l l a t i o n 

from E l Paso. 

I I . 

JURISDICTION, VENUE AND INTERSTATE COMMERCE 

5. This complaint i s f i l e d and t h i s a c t i o n i s i n s t i t u t e d 

under Section 4 of the Sherman Act, 15 U.S.C. § 4, to prevent and 

r e s t r a i n the c o n t i n u i n g v i o l a t i o n by El Paso, as h e r e i n a f t e r 

a l l e g e d , of Section 1 of the Sherman Act, 15 U.S.C. § 1. The Court 

has j u r i s d i c t i o n over t h i s matter pursuant to 28 U.S.C. §§ 1331 and 

1337 . 

6. Venue i s proper i n t h i s d i s t r i c t under 15 U.S.C. § 22 and 

28 U.S.C. § 1391(c), because El Paso transacts business and i s 

found w i t h i n t h i s d i s t r i c t . 
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7 . El Paso i s a Delaware c o r p o r a t i o n w i t h i t s p r i n c i p a l 

place of business i n E l Paso, Texas. El Paso's t o t a l revenues f o r 

1993 were $908 m i l l i o n . 

8. El Paso owns and operates one of the nation's l a r g e s t 

n a t u r a l gas tran s m i s s i o n systems, which i t uses to tr a n s p o r t 

n a t u r a l gas from supply regions i n New Mexico, Colorado, Texas and 

Oklahoma to end-users l o c a t e d throughout the southwestern United 

States. El Paso's i n t e r s t a t e n a t u r a l gas p i p e l i n e system provides 

48 percent of the t o t a l i n t e r s t a t e p i p e l i n e capacity serving 

C a l i f o r n i a . El Paso i s also the p r i n c i p a l i n t e r s t a t e n a t u r a l gas 

p i p e l i n e system s e r v i n g Arizona, southern Nevada, New Mexico, and 

El Paso, Texas. Thus, E l Paso i s engaged i n , and i t s a c t i v i t i e s 

s u b s t a n t i a l l y a f f e c t , i n t e r s t a t e commerce. 

I I I . 

EL PASO'S NATURAL GAS GATHERING SYSTEM IN THE SAN JUAN BASIN 

9. I n a d d i t i o n t o i t s mainline, i n t e r s t a t e n a t u r a l gas 

transmission s e r v i c e s , E l Paso provides n a t u r a l gas gathering 

services i n v a r i o u s gas producing basins i n the United States, 

i n c l u d i n g the San Juan Basin. The San Juan Basin i s located 

p r i m a r i l y i n northwestern New Mexico and southern Colorado. 

10. Gathering s e r v i c e s include c o l l e c t i n g n a t u r a l gas at the 

well-head and t r a n s p o r t i n g the gas to l o c a t i o n s where the gas can 

enter mainline i n t e r s t a t e transmission p i p e l i n e s . "Gathering 

system" r e f e r s to the f a c i l i t i e s used to p r o v i d e g a t h e r i n g s e r v i c e . 
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11. E l Paso's San Juan g a t h e r i n g system i s spread throughout 

the basin and includes thousands of miles of p i p e l i n e and over 

9,500 meter s t a t i o n s . Approximately 200 new we l l s are connected to 

El Paso's g a t h e r i n g system each year. E l Paso gathers over 855 

m i l l i o n cubic f e e t per day of gas per year i n the San Juan Basin. 

12. Although there are other gas gathering companies t h a t 

provide g a t h e r i n g i n the San Juan Basin, most w e l l s are able to 

connect to only one of these systems. Many w e l l operators have no 

p r a c t i c a b l e a l t e r n a t i v e to using El Paso's gathering system t o get 

t h e i r gas out of the San Juan Basin. 

IV. 

EL PASO'S METER INSTALLATION PRACTICE 

13. A meter measures the volume of n a t u r a l gas fl o w i n g from 

a w e l l or w e l l s i n t o a gathering system. The volume measurements 

provided by the meters are necessary t o c a l c u l a t e charges t o w e l l 

operators f o r gas gathering s e r v i c e s . 

14. E l Paso has r e q u i r e d or otherwise coerced i t s g a t h e r i n g 

customers to purchase meter i n s t a l l a t i o n from i t along w i t h 

g a t h e r i n g s e r v i c e s . The term "meter i n s t a l l a t i o n " as used i n t h i s 

Complaint means the p r o v i s i o n of c e r t a i n service necessary t o 

connect a w e l l t o El Paso's g a t h e r i n g system, i n c l u d i n g the 

c o n s t r u c t i o n and i n s t a l l a t i o n of the metering equipment and the 

w e l l - t i e l i n e . A w e l l - t i e l i n e i s the pipe t h a t connects the 

metering equipment to the g a t h e r i n g system. 
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15 . When a w e l l operator contacts El Paso seeking to connect 

a w e l l to El Paso's San Juan ga t h e r i n g system, i t i s El Paso's 

p r a c t i c e to inform the operator t h a t El Paso w i l l p r o v i d e the 

necessary meter i n s t a l l a t i o n . The w e l l operator g e n e r a l l y must 

agree to pay El Paso a f l a t fee f o r the c o n s t r u c t i o n and 

i n s t a l l a t i o n of the meter equipment necessary to connect the w e l l 

to E l Paso's system. El Paso w i l l not begin to i n s t a l l the meter 

u n t i l the operator has prepaid the i n s t a l l a t i o n charge. 

16. As an i n t e r s t a t e p i p e l i n e , El Paso's g a t h e r i n g services 

and r a t e s are regulated by the Federal Energy Regulatory Commission 

("FERC") i n accordance w i t h the Na t u r a l Gas Act ("NGA"), 15 U.S.C. 

§§ 717-717W, and the Na t u r a l Gas P o l i c y Act ("NGPA" ) , 15 U.S.C. §§ 

3302-3432. Under the NGA, a l l rates and charges f o r any 

t r a n s p o r t a t i o n or pr o d u c t i o n area service s u b j e c t to FERC 

j u r i s d i c t i o n must be " j u s t and reasonable" and shown on t a r i f f 

schedules f i l e d w i t h the FERC. The t a r i f f s f i l e d by El Paso a t the 

FERC s e t f o r t h the minimum and maximum rates t h a t E l Paso may 

charge f o r mainline t r a n s p o r t a t i o n and production area serv i c e s , 

i n c l u d i n g gathering. 

17. El Paso charges w e l l operators separately f o r meter 

i n s t a l l a t i o n and f o r i t s g a t h e r i n g service. El Paso's FERC t a r i f f 

f o r g a t h e r i n g services i n the San Juan Basin does not in c l u d e a 

r a t e f o r meter i n s t a l l a t i o n . Although the FERC must approve the 

maximum r a t e t h a t E l Paso can charge f o r gathering, i t does not 
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r e g u l a t e the p r i c e El Paso may charge f o r meter i n s t a l l a t i o n . 

There are no FERC re g u l a t i o n s t h a t r e q u i r e E l Paso to perform meter 

i n s t a l l a t i o n or t h a t would p r o h i b i t w e l l operators from i n s t a l l i n g 

t h e i r own meters. 

18. The speed w i t h which a w e l l can be connected to the 

gat h e r i n g system i s a s i g n i f i c i a n t f a c t o r i n determining the 

p o t e n t i a l p r o f i t a b i l i t y of that w e l l . Once a w e l l operator has 

agreed t h a t E l Paso w i l l perform the meter i n s t a l l a t i o n , the w e l l 

operator must r e l y on El Paso to schedule t h a t i n s t a l l a t i o n . I n 

many instances, E l Paso has taken a s i g n i f i c a n t l y longer time t o 

complete meter i n s t a l l a t i o n than i t would have taken i f the w e l l 

operator had been able to use an a l t e r n a t i v e t o El Paso. 

19. E l Paso co n t r a c t s w i t h outside c o n s t r u c t i o n companies i n 

the San Juan Basin to perform the meter i n s t a l l a t i o n f o r E l Paso. 

These c o n s t r u c t i o n companies f o l l o w E l Paso's s p e c i f i c a t i o n s 

regarding the type of metering equipment and the manner of 

i n s t a l l a t i o n . 

20. There are numerous c o n s t r u c t i o n companies i n the San Juan 

Basin t h a t can p r o p e r l y perform meter, i n s t a l l a t i o n Since -1990.^-El__ 

Paso has used t h r e e d i f f e r e n t outside c o n s t r u c t i o n companies to 

perform meter i n s t a l l a t i o n . 

21. E l Paso does not manufacture the meters i t uses i n i t s 

meter i n s t a l l a t i o n s . Metering equipment meeting El Paso's 

s p e c i f i c a t i o n s i s a v a i l a b l e from n a t i o n a l companies or t h e i r agents 
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to anyone seeking to purchase such equipment. 

22. During the past few years, a number of w e l l operators 

have requested permission from El Paso to do meter i n s t a l l a t i o n 

themselves, r a t h e r than purchase the s e r v i c e from El Paso, and have 

been t o l d by El Paso t h a t they had to use El Paso's meter 

i n s t a l l a t i o n s e r v i c e i f they wanted to connect a w e l l to El Paso's 

ga t h e r i n g system. 

23 . Other w e l l operators have w i t h i n the l a s t three years 

requested to use someone other than El Paso to i n s t a l l meters when 

connecting a w e l l to El Paso's San Juan gathering system. These 

w e l l operators have abandoned t h e i r e f f o r t s to i n s t a l l t h e i r own 

meters because of a n t i c i p a t e d delays and unreasonable requirements 

imposed by El Paso. I n order t o avoid these delays, these 

operators agreed t o purchase meter i n s t a l l a t i o n from El Paso r a t h e r 

than an a l t e r n a t i v e p r o v i d e r . 

V. 

VIOLATION ALLEGED 

24. E l Paso's p r o v i s i o n of meter i n s t a l l a t i o n to w e l l 

operators f o r w e l l connections i n the San Juan Basin c o n s t i t u t e s an 

agreement or agreements w i t h i n the meaning of Section 1 of the 

Sherman Act. 

25. N a t u r a l gas gathering and meter i n s t a l l a t i o n are separate 

products. 

26. E l Paso has market power f o r gas gathering from many 
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w e l l s l o c a t e d i n the San Juan Basin. 

27. The amount of commerce a f f e c t e d i n the market f o r meter 

i n s t a l l a t i o n service i n the San Juan Basin i s s u b s t a n t i a l . 

28. El Paso forces w e l l operators to use El Paso f o r meter 

i n s t a l l a t i o n when they might otherwise have p r e f e r r e d to purchase 

such i n s t a l l a t i o n elsewhere or on d i f f e r e n t terms. 

29. El Paso's p r a c t i c e of t y i n g meter i n s t a l l a t i o n to gas 

g a t h e r i n g i n the San Juan Basin unreasonably r e s t r a i n s trade and i s 

u n l a w f u l per se under Section 1 of the Sherman Act. 

30. The e f f e c t of El Paso's unlawful t y i n g p r a c t i c e has been 

to f o r c e w e l l operators to pay a higher p r i c e f o r meter 

i n s t a l l a t i o n than they might otherwise have paid, t o w a i t longer 

f o r meter i n s t a l l a t i o n than otherwise necessary, or both. 

PRAYER FOR RELIEF 

Wherefore, the p l a i n t i f f the United States prays t h a t : 

1. El Paso be enjoined from r e q u i r i n g w e l l operators to 

purchase meter i n s t a l l a t i o n only from El Paso as a c o n d i t i o n of 

r e c e i v i n g gathering services from El Paso i n the San Juan Basin; 

2. El Paso be enjoined from s e t t i n g and implementing 

standards and procedures r e l a t i n g to meter i n s t a l l a t i o n f o r w e l l s 

connected to i t s San Juan ga t h e r i n g system t h a t would enable El 

Paso t o d i s c r i m i n a t e among persons p r o v i d i n g meter i n s t a l l a t i o n i n 

fa v o r of i t s own i n s t a l l a t i o n s e r v i c e s ; 

3. the United States be granted such other r e l i e f t h a t the 
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Court may deem j u s t and proper; and 

4. the Uni t e d States recover costs i n t h i s a c t i o n .

Dated: January , 1995 

ANNE K. BINGAMAN 
A s s i s t a n t A t t o r n e y General 

ROBERT E. LITAN 
Deputy A s s i s t a n t A t t o r n e y General 

MARK C. SCHECHTER 
Deputy D i r e c t o r o f Operations 
A n t i t r u s t D i v i s i o n 
U.S. Department of J u s t i c e 
Washington, D.C. 20530 

ROGERS FONES 
Chief 

DONNA N. KOOPERSTEIN 
A s s i s t a n t  C h i e f 

JADE ALICE EATON 
A t t o r n e y 
D.C. Bar No. 93 9629 

JILL A. PTACEK 
Attorneys, A n t i t r u s t D i v i s i o n 
U.S. Department of J u s t i c e 
555 4 t h Str e e t , N.W. 
Washington, D.C. 20001 
(202)307-6316 
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