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	The Nov. 13 issue of Midstream announced it; now Houston-based El Paso Energy has made it official. The fast-growing natural gas conglomerate has closed its $840 million deal to buy PG&E Corp.'s Texas natural gas interests centered on the Valero gathering/processing system in the rich gas producing South Texas boot, which includes 50% of the 36" Valero residue gas line, crossing Texas east-west. As part of the PG&E deal El Paso also got the Teco Pipeline - another of the four cross Texas intrastate lines, but will have to sell that off to gain federal blessing of the transaction.

We feel El Paso can't help but do better than PG&E did with these fabulous assets that the California utility bought four years ago. Reason number one: El Paso is paying just about exactly half the $1.9 billion PG&E dropped to buy Valero ($1.5 billion) and Teco ($400 million.) GPR gave PG&E its "2000 Oscar for the Most Astonishing Financial Performance in the Gas Midstream Business" for writing off a cool $1.3 billion when it flipped Valero/Teco to El Paso. 
	

	 
	

	
	

	The assets purchased include nine gas processing plants with a capacity of 1.5 Bcf/d, three fractionation plants and a 7.2 Bcf gas storage field. The assets serve all of Texas' major metropolitan areas, the largest gas load centers and numerous gas trading hubs.

With 50% of the Valero Pipeline and 50% of the portion of the Teco that runs from West Texas to Central Texas near New Braunfels line (which the Feds allowed them to keep), El Paso now has a major physical link between its West Texas to California system and its Tennessee Pipeline, which connects East Texas with the Northeast. El Paso already has pipelines running from the New Braunfels area east to connect with the Tennessee line in South Texas. 

Under its consent order, the Federal Trade Commission is requiring El Paso to sell its pre-existing 35% of the Oasis Pipeline, another of the east- west Texas lines, in addition to the divestiture of the Teco line. Oasis' other two holders -- Aquila Pipeline and Dow Chemical -- will buy up El Paso's share. El Paso will also divest the offshore Matagorda Island gathering system to Panther Pipeline. Duke Energy Field Services will buy Teco and connect it to its growing Texas Gulf Coast processing system. 
	

	 
	


