


THE RELEVANT MARKET

Terminals are critical to the efficient distribution of LPPs. Transporting bulk quantities
of LPPs via pipeline or marine vessel is significantly less expensive on a per gallon basis than
trucking LPPs the same distance. Terminals serve as the delivery points on pipeline and marine
routes and are capable of receiving bulk quantities of LPPs, holding LPPs in storage tanks, and
loading smaller quantities of LPPs onto tanker trucks for local delivery. Tanker trucks pick up
product from the terminals through specialized loading systems and transport LPPs to retail
locations and end-use customers. Terminaling services include the off-loading, temporary
storage, and dispensing of LPPs into trucks.

The Commission’s Complaint alleges that the relevant product markets within which to
analyze the Acquisition are gasoline terminaling services and distillates terminaling services.
Gasoline terminaling service customers can only use terminals that meet gasoline-specific
environmental regulations. A terminal must have specialized equipment, including vapor
recovery units and tanks with internal floating roofs, to offer gasoline terminaling services.
While distillate terminaling customers may be able to use gasoline terminals, the reverse is not
possible due to the more stringent regulatory requirements for the storage and handling of
gasoline.

The Commission’s Complaint alleges three relevant geographic markets in Pennsylvania
in which to assess the competitive effects of the Acquisition: (1) Altoona, which includes
terminals in Altoona; (2) Scranton, which includes terminals in Pittston Township and
Edwardsville; and (3) Harrisburg, which includes terminals in Northumberland, Williamsport,
Mechanicsburg, and Highspire.

The Acquisition would substantially increase concentration in relevant markets that are
already highly concentrated. In the Altoona market, ArcLight and Gulf are the only firms that
offer gasoline terminaling services, and two of three firms that offer distillate terminaling
services. ArcLight and Gulf are two of only three firms that offer gasoline or distillate
terminaling services in the Scranton market. In the Harrisburg market, ArcLight and Gulf are
two of three firms that offer gasoline terminaling services, and two of four firms that offer
distillate terminaling services.



EFFECTS OF THE ACQUISITION

The Acquisition would substantially lessen competition for terminaling services in the
relevant markets by enabling ArcLight to exercise market power unilaterally, and enhancing the
likelihood of collusion or coordinated interaction amon



The purpose of this analysis is to facilitate public comment on the Consent Agreement,
and it is not intended to constitute an official interpretation of the Order or to modify its terms in
any way.



