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Chevron backs off gas plan in Mexico
Environmentalists had criticized project, saying it would harm plant and
animal habitats
ASSOCIATED PRESS

Chevron said Tuesday that it has dropped plans to build a $650 million liquefied natural gas terminal off Mexico's west
coast near the U.S. border, ending a four-year battle with environmentalists who feared the project would harm delicate
plant, sea mammal and bird habitats.

The energy company last month withdrew the three key Mexican permits required to develop the project near Mexico's
Coronado Islands, said Chevron Corp. spokeswoman Margaret Cooper. The decision was "based on our business needs,"
she said.

San Ramon-based Chevron decided to instead send natural gas supplies from the Greater Gorgon gas fields off northwest
Australia to Japan, Cooper said. The company has not given up on developing an LNG facility in North America.

Environmentalists claimed victory Tuesday.

"This natural-gas facility would have been such a disaster to seabirds that it could not lawfully be built in the United
States," said Brendan Cummings, an attorney with the Center for Biological Diversity. "Fortunately for the seabirds of the
Coronado Islands, Chevron realized that building the terminal in Mexico was also a bad idea."

Chevron is the latest company to abandon plans to build an LNG terminal in Mexico's Baja California state. The
Coronado Islands are a few miles into the Pacific Ocean, near the U.S.-Mexico border.

ConocoPhillips Co. dropped plans for a terminal in Rosarito, a spring-break hot spot 15 miles south of San Diego.
Marathon Oil Corp. was forced out in 2004 when municipal authorities seized its beachfront property in the crowded
border city of Tijuana.

Sempra Energy is building an LNG terminal in Ensenada, Mexico, about 50 miles south of San Diego.

LNG is supercooled liquefied gas that is shipped from far-flung countries -- Iran, Qatar, Russia and Indonesia are major
suppliers -- to coastline terminals, where it is heated, vaporized and fed into a pipeline.

In other news regarding Chevron, the company said it expects to increase production by at least 3 percent annually through
2010.

Chevron Chairman and Chief Executive Dave O'Reilly said the company is making progress on 30 oil and gas
development projects that represent an investment of at least $1 billion apiece. He expects the projects will contribute to
an average proved-reserves replacement rate of more than 100 percent for the next five years.

For 2007, the company earmarked a total of $19.6 billion in capital expenditures, O'Reilly said, with 75 percent
dedicated to its exploration projects. It will spend the remainder on improving refining flexibility, including its ability to
process lower-quality crude oils and expanding the capacity of its refining network.

Mike Wirth, executive vice president of the company's refining, marketing and transportation segment, said improving
refining reliability would be his greatest priority in 2007. He said the company is selectively divesting assets, such as its
retail fuels operations in Uruguay, to where it operates with stronger positions in fewer markets.

Wirth added that the company sees two-thirds of world road-transportation fuel growth concentrated in North America
and Asia, where 75 percent of Chevron's refining capacity is located.

Shares of Chevron fell 99 cents, or 1.4 percent, to close at $67.84 on the New York Stock Exchange.
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