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UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF MASSACHUSETTS

UNITED STATES OF AMERICA,

Plaintiff, Civil Action No.

V. 68-213-S -
CITIES SERVICE COMPANY,
CITIES SERVICE OIL COMPANY,
CHELSEA TERMINALS, INC., and
JENNEY MANUFACTURING COMPANY,

Filed: gFp 25 1975

‘Defendants.

COMPETITIVE IMPACT STATEMENT

This Statement is made pursuant to the requirements of
Section 5 of the Act of Congress of Qctober 15, 1914, as
émendedf (15 U.S.C. §16), commonly knoWn‘as the Antitrust
Procedures and Penalties.Act.

, o .

‘. NATURE AND PURPOSE OF THE PROCEEDING

1. This is a civil action instituted, March 8, 1968,

°

against Cities Service Company, Cities Service 0il Company,

- Chelsea Terminals, Inc., and Jenney Manufacturing Company

under Section 15 of the Act of Congfess of October 15, 1914,
as amended, (15 U;S.C. §25), commonly known as the Clayton
Act.

2. The purpose of the actioﬂ is to prevent and

restrain the continuing violation by the defendants of

Section 7 of the Clayton Act, as amended, (15 U.S.C. §18).

~ The violation arose from a Comprehensive Agreement entered

into on June 14, 1963, by Cities Service 0Oil Company,
Chelsea Terminals, Inc., and Jennéy Manufacturing Company,
whereby Cities acquired a substantial interest in Jenney's

gasoline marketing assets and operations.
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THE EVENTS GIVING RISE TO THE ALLEGED VIOLATION

3. At the time of the acquisition Cities} an integrated

B N e

maﬁor oil company; was the tenth ranking marketer of gasoline ) N
in the two state area of Massachusetts and New Hampshire. .
Cities' sales represented 4.7% of total tax-paid gasoiine

_sales.in the area. 1In 1962, the lést full year before the : b
acquisition, Cities marketed its brand name pefroleum products _ ' : ;
through 486 service stations in the two state area with

gasoline sales.of approximately 77 million gallons valued at
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about $14 million. Jenney, an established marketer in New ;

England, had over 600 service stations, 95% of which were in

the two state area. Of these stations, 220 were owned in
‘fee by.Jenney, 62 were leased, and 324 were contract dealers.
Jenney also had a deep-water terminal at Chelsea, Massachusetts,

with a storage capacity of more than’lS,Ooo;OOO gallons.

R P

Jenney receivedugasoline at its Chelsea terminal from oceangoing
tankers and transported it to its stations by its own fleet of

“tank trucks.
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Although Jehney also sold gasoline to commercial account

R Tt CLATUR

customers, the vast bulk of its sales was through its branded

. 'service stations. Jenney's total branded gasoline sales for

1962 were over 94 million gallons héving a retail value of

$16 million. Jenney was the eighth raﬁking marketer in the

two state area, accounting for 5.7% of total tax-paid gallonage.
4. Pursuant to a Comprehénsive Agreement entered June 14,

1963, Cities acquired the gasoline marketiﬁg properties of

Jenney. Included in the tfénsactidn which»was consummated

July 1, 1963,.Qere twehty—yeér leases of Jenney's fee-owned 'E

stations, the assignment of all of Jenney's leased anhd contract

service stations, and Jenney's commercial gasoline accounts, the

sale of Jenney's marine terminal at Chelsea, Massachusetts, and
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the sale of Jenney's gasoline marketing equipment. Jenney

retained the fee interest on its own real estate. The consideration
for this transaction was a cash payment of $6 million and annual

renﬁalzpayments of $1,372,000 for the twenty. years of the lease.

The lease of the fee-owned stations is renewable at Cities'
option for additional periods of up to 30 years. Cities also
obtained the optionvto'purchase up to 10% of the fee-owned

stations.

5. An integral part of the Comprehensive Agreement was

an Agency Agreement whereby Jenney agreed to continue operating

the aforesaid properties for Cities on a commission basis.

With respect to the marketing of gasoline, the Agéncy Agreement
provided:

For the duration of this agreement,
Cities hereby appoints Jenney, and
Jenney shall act, in the Jenney name,
as agent and representative for Cities
in (a) soliciting sales, selling and
delivering those grades and brands of
petroleum products, other than heating
oils, which Cities shall elect to market,
to service stations, including without
limitation, the Fee Stations, Leased
Stations, and dealers and commercial
consumers in substantially the same
manner in which Jenney has heretofore
sexrviced such stations and commercial
consumers in its operations on its own
account.

,Thé'term of the Agency Agreement was for five years and
for annual periods after June 30, 1968 subject to termination
on the written notice by either pért&. The -agreement also
provided for the maintenance of the'"Jénney” brand name at
least until May 1966. After that time Cities could elect to
have the products marketed under Cities's name or a combination
of the Cities and Jenney names. The Agency Agreement also
provided that upon its ekpifation Citiés_ﬁould purchase éll of

Jenney's delivery and handling equipment.
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No public announcement of the acquisition or of thé agency
.relationship was made either by Jennéy or by‘Cities. Jénney‘
did not advise any of its dealers or cgséomgré but informed only
its stoqkholderélwhéAwére members of the Jeﬁney family. The
first public disclosure came in April 1967, when the conversion
to the "Citgo" brand was announced by Cities. The brand name
changeover announcement made no mention of the 1963 acquisition
- or of the existing agency arrangement. Shorfly thereafter
Cities notified Jenney of its election to terminate the Agency
Agreement effective July 1, 1968.

The complaint in this action was filed on March 8, 1968

and included in its prayer for relief is the request for an order

requiring Cities to divest itself of the stations acquired from
~.Jenney. fhe.government originally sought to. restrain the termi-
_ nation of the Ageﬁcy Aéreement upon the filing of the-complaint.
However, by é Stipﬁlation and Order dated May 1, 1968 defendants
were permitted to terminate it, but Cities has been required to
preéerve the acquired properties and to retain the Jenney name
on those stations which had not already beén converted to its
own brand. 4 .

| IiI

THE PROPOSED CONSENT JUDGMENT AND
ITS ANTICIPATED. EFFECTS ON COMPETITION

6. The proposed Final Judgment would require Cities to
divest within three years retail outlets in the two state area
- of Massachusetts and New Hampshire which collectively accounted
for an annual volume of gasoline in the amqupt‘of 15;275,000
gallons inﬂl974. The divestiture muét‘be made to a purchaser or
purchasers and under terms and conditions of sale acceptable to
the Antitrust Division.- The Decree would permit Cities, in

order to effect this divestiture, to sell either acquired former
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Jenney stations or its own Citgo stations és part of the
| divéséiture package and_ it would réquire Jénney to make avail-
able up to a total of 60 of.its fee-owned stations for divestiture.
'Under'this plan, Jenney would be required to sell such fee-
owned statipns to Cities either for resale to thi:d parties or
for use as replacements for Citgo stations sold'by Cities to a
third party. Jenney would retain certain powers ‘to exclude some
of'its fee-owned stations fme.this arrangement ana its obli-
‘gations to sell stations to Cities for the completion of
divestiture would also be limited in terms of the rental income
and gasoline sales volume derived ftom the designated outlets.
In-order to further facilitate the proposed divéstiture, the
Decree would.permit Cities to assign or sublet its leaééhold
rights originally acquired from Jenney. '
The Decree algo would require Cities to offer £o the purchasers
'ofAtﬁe re;ail outlets to be divested contracts to supply them
with gaéoline for up to four years in volumes equal to that sold
at the oﬁtlets during the year preceding the entry of‘the Decree,
and that éroportionate increases in such Volqmes be offered to
the purchasers in the event Cities' produqtion of gasolihe increases
during'the period of the supply contracts.
Cities would be required by the Decree to make quarterly
repérts to fhe Antitrust Division se;ting forth the steps taken
to accomplish the divestiture. In the event that Cities fails
to complete’the required divestiture within the three year
perioa the Decree would provide for the'appointmeht of a trustee
to select service station properties and make the required
‘divestiture. | |
The Decree also would limit for five‘years the acquisitions
that Cities may make of gasoline @arketiné outlets in New England

without prior approval of the Antitrust Division or of,the'Court.

e ot T R B s Nt

e St e

e e Y PN A V2 A e o,

PO

P R e

gy T v o i M s ne sty

o rr— 2

Y A i

B

o

+ c——-




In addition, the Decree would provide visitétion rights to the

government to inspect records and interview officers and

employees of Cities in order to determine and secure compliance

with the Decree.‘,

7. The effect of this judgment and the divestiture under

it will be to add one or more new entrants into the business

of marketing gasoline in the two state area, or it may add to

thetma;ket position of a small existing competitor to enable
it to compete with the larger entrenched marketers. It will
also servé to decrease concentration in gasoline maxketing in
the two state area.

| Iv

REMEDIES AVAILABLE TO POTENTIAL
PRIVATE PLAINTIFFS

8. Any potential private plaintiffs who might have been
damaged_by the alleged violation will retain the same right
to sue for monetary damages and any other legal and equifable

remédies which they would have had, were the proposed consent

decree not entered. However, this judgment may not be used as

prima facie evidence in private litigation pursuant to Section

5 (a) of the Clayton Aét, as amended, 15 U.S.C. 16 (a).

v

PROCEDURES AVAILABLE FOR THE MODIFICATION
OF THE PROPOSED JUDGMENT

9. Within the statutory period'of sixty (60) days,
(15 U.S.C. § 16), of the filing of the propoéed Judgment with
tﬁe District Court for the District of Massachusetts, Boston,
Massachusetts, any person may comment regarding the proposed

Judgment in writing to:
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4

John C. Fricano
Chief, Trial Section
Antitrust Division ’ i
United States Department of Justice
Washington, D. C. 20530
Such comments and the Government's responses thereto will be
filed with the Court and published in the Federal Register.

10. After the entry of the proposed Judgment, jurisdiction
is retained by the United States District Court for the District
of Massachusetts, Boston, Massachusetts, to enable the parties
to the judgment to apply to the Court for modifications of any
of the provisions thereof.

VI

ALTERNATIVES TO THE PROPOSED JUDGMENT
CONSIDERED BY THE UNITED STATES

ll; An'alternative to the proposed consent decree con-
sideréd by the Antitrust Division of.the Deéartment of Justice
was é full trial on the merits in order to attempt to obtain
full divestiture by Cities of Jenney's marketing operations.
The Antitrust Division determined that adéitional relief which
might be obtained at trial did not justify thé additional delay

| in obtaining relief especially in view of the changed market
cohditions. In 1962‘the two éémpaﬁies had a combined market
share of 10.4%, by 1972 their share had dropped-to approximately
5.2% in the states of New Hampshire and Massachﬁéetts. .In
'addition to the decline in market share during the ten year:
period, Cities also experieﬁced a decrease in absolute volume
sold through the outlets from approximately 170 million gallons
to 100 million gallons. During this same.time:period there was
a substantial growth of the-indepéndent private brand segment
of the gasolihe market, growing from‘abdut 7% to over 15% of
the market. Undervtheée cifcumstancas, it was decided not to
insist upon full divestiture as a éondition of éettlement.
Aside from the unéertainty of outcome normally associated with
the litigation of a case of this nature, there was no assurance

in.light of post-complaint market developments that the Court
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would require full divestiture relief even if the government

.‘weré successful in establishing the liability of the defendants

under Section 7 of the Claytoh Act. The 15,275,000 gallons to

~.be-divested pursuant to the Judgment represents 15% of the

present combined Cities-Jenney volume and approximately 25% of

the volume of the remaining former Jenney outlets. Due to the

decline of Cities' shafe and the growth of the independents it
was felt the amount of gallonage required.to be diﬁeéted
pursuant to the Judgment could serve to increase new entrants
or strengthen the position of existing small independents and
was én—accéptable‘compromise undér'the circumstancés of this
case. |
Consideration was also given to requiring specifiéd‘stations
to be divested. It was decided that this would not be feééible

and that the more realistic approach would be to allow Cities-

‘and Jenne& to negotiate étations to be divested with a prospective

putcﬁaser. Although Cities didlnot acquire a fee-interest in
any of the.Jenney'stations, Jenney assented to making such an
interest available in up to 60 of its stations_which will serve
to Qiden the s?lection of outlets for divestiture and increase
the likelihood that relief will be effectively accomplished.

12. The Department also considered requiriné the divestiture
of fhé Chelséa terminél facility; however, it was determined that |
such relief was not appropriate in that it would be inconsistent
with the théofy of the case which was .concerned only with the
elimination of horizontal competition in retail gasoline marketing.
In addition, the capacity of the terminal exceeds the amount of
géllonage to be divested and Cities was’willing to provide
prospective purchasers with a four-year supply commitment up to

the amount of gallonaée accounted for by the stations divested.
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VII

OTHER MATERIALS RELATING
TO THE PROPOSED JUDGMENT

13. The United States is submittiné the following documents
which it considered determinative in fofmuiating the proposal
pursuant fo Section (b) of the Antitrust Procedures and Penalties
Act 15 U.S.C. 16 (b): |

(a) October 30, 1974 submission of Bronéon
H. Fargo, Sure 6il and Chemical Corpo-
ration to the Honorable Walter J.
Skinner

(b) .Letter of reply by Rodne§ O.‘Thorson
to ﬁhe Honorable Walter J. Skinner
dated November 8, 1974 |

(c)' Letter by Darrel A. Kelsey to

Jill Devitt Radek dated April 1,

. ¢ ~
CA TR

RODNEY O. -THORSON

MW Rnleh,

SgLL DEVITT RADEK

1975.

Attorneys, Department of
Justice
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SURE OIL AND CHEMICAL CORPORATION

ONE SURE OFFICE PARK
WORCESTER, MASS. 01604

October 30, 1974
ctober 80, 1 417 =755 - 8484

Honorable Walter Jay Skinner

United States District Court .
1525 Post Office and Court House RBuilding
Boston, Massachusetts 02109

Dear Judge Skinner:

This letter refers to the proposed Final Judgement in the case of the United
States versus Cities Ser\}ice/Jenhey/et al. (Civil Action No. 68?-21 3-S9)

SURE 0Oil and'Chemical Corporation is an independent gasoline marketer in the
same territory involved in the subject case. SURE has been in this business for
the past fifteen years and is a responsible and viable business entity.

It is our hope that you will give serious consideration to the contents of this
letter and the enclosed Memorandum of Observations. This letter and its enclosure
are Submitte;d to you with respect for your Court and your responsibilities.

In an attempt to be helpful and to stress the importance of time in our request,
we have set forth the first part of this letter in sequential form by date.

10/ 9/74 7 Stibulation and Final Judgement filed at Court. 30 day period begins,
10/16/74 SURE received 10/15/74 Oil Daily which reported proposed Consent
Decree. We called court in Boston inquiring about the availability
of Final Judgement., The clerk said that the files were available to
the public. ‘
10/17/74 Went to Boston to examine Files. The Final Judgement was not in
the files. The clerk reported that it was not docketed yet. The

Stipulation was not available either.

10/21/74 Called clerk who now said that there was a third file that we had
not been given.
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10/22/74' . Went to Boston again and looked at all of the files, including #3.
Co  The Stipulation was included, but the Final Judgement was not
attached, The Clerk stated that the Final Judgement had not been
signed by the Judge, that the Judge had removed it from the file,

and that we could not see it. We called Attorney Rodney O. Thorson

at the Justice Department in Washington, D. C. Mr. Thorson was
concerned because he said, it was supposed to be available to the
public for their examination. He said this was the purpose of the
380 day period. The Public could make comments to the Justice
Department during this period. Mr. Thorson then called the clerk
in Boston who finally produced the Final Judgement.

We earnestly request a 90 day extension during which the Justice Departmentf
may withdraw its consent to the Stipulation. This amount of. time is needed for
documentation of our objections mentioned in the enclosed Memorandum of Obser-
vations, and for further study of the files., The trouble that we experienced in éeeing
the files indicates that no one else has seen them either, The extended period would
make it possible for public study of the files and subsequent comment to the Justice
Department.

Thank you for reading this letter and its enclosure., Please forgive any
inaccurracies ob mistakes in legal terminology. [t is our under‘standing that the

30 day period s For!the scrutiny and consideration of the proposed Final Judgement

by responsible, concerned, and affected individuals, companies, or groups. We

definitely feel that we are affected and have a valid right to communicate our feelings.

This is a businessman's attempt to correct serious omissions in a document that is
the result of six years litigation and argument.

F.espectfully yours,

e Ny
e 7 >
K et /;/ L r’ft}f»
Bronson H. Fargo,
President

Enc,
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To: "United States District Court

For the District of Massachusetts

From: SURE 0il and Chemical Corporation
Bronson H. Fargo, President
31 Southwest Cu—téff;-
Worcester, Massachusetts 01604 ' ' : | -

Telephone 617 755-8686

Re: Final Judgement-Civil Action No. 68-213-S - |
United Sta-tes of America, Plaintiff
V. .
' Cities Service Company,
Citie.s Seryice Oil Company,
Jennéy Manufaéturing Company, and

. Chelsea '.Ter‘min'als,' Inc., Defendants

Subject: Memorandum of Observations Regarding the Proposed Final Judgement

Date:  October 30, 1974




1.

SURE 0il énd,Chemical Corporation is the largeét 'un_aligned1gasoline marketing
company in Ne‘Q England. SURE has been in business 'Fc_)r* 15 years under the same
private ownership and management, .

SURE feels’ that it, and companies like it, as Wellias the consumer, are within
the class of individuals and businesses which the Justice Department was seeking to
protect in this suit, SURE feels that it has been hurt badly by the takeover of Jenney
by Citgo. The Final Judgement, in SURE'SB opinion, does nothing to protéct the stated
purposes of the Justice Depar‘tment in this matter, but is mer*el.y a "token'" or
"facesaving" settlement, and actually hurts the independent market more than a
"carte blanche"' dis;'nis‘sal. .

Some of the problems,; and shortcomings, ofvthe Final Judger.n.ent are summarized
be.low: |

1. Chelséa Terminal's 381,000 barrel deep~water terminal was not\ made a part

of the token divestment. This is a very serious error of omi;sion.

Prior to its acquisition by Citg-o, Jénney‘ was not only the largest private
brand gasoline marketer in Athis region, but it was also, indirectly, the
lar*gest'suppli'er‘ of unbranded gasoline to small independents and medium
size chain oper‘atuOr‘S; All of this busi.ness was put through the Chelsea
terminal, one of the very.few terminals that allowed independents to buy
at th'eitf raéks. The gallonage was all spld by Jenney; to a long established
broker/agent by the name of O1l SerQice Company of New England. When
Jenney was acquired, the sale of gasoline to inc;lependenfs was immediately
cut off at the Chelsea ter‘min-al. At that fime, $URE'S prin;\e supplier was
Oil Service and it remembers the'sitga‘tion well,

1 No supply contracts, ownership, terminaling, or mar'keting arrangement with any
of the major or minimajor companies. '
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The major oil companies and the large independents have done everything
in their power to make it impossible for independents without terminals to
acquire, lease, or even make thruput arrangements in the existing terminals

in Boston Harbor, Building new terminals is virtually impossible for a small

independent like SURE for econorhic, environmental, and local political reasons

SURE Has been refused terminaling and/or thruput a‘rrangements at pr*aé—
tically all of the existing terminals in the Harbor. SURE tried several years
ago (1872) to buy, lease, or rent terminal space from Citgo at the old Jenney
plant, éURE was told that Citgo could do nothing until the final decision of
their case with' the Justice Department. [ August 1974 SURE made a request

to Citgo's Supply and Distribution Department to thruput gésoline for SURE
at Citgo's Braintree terminal. The Supply and Distribution peop{e wére
. working out the thruput arrangements when the whole plan was veto'ed by their
marketing Secf:iorw.; When news of the pending Final Judgement was reported
in‘l the trade press, SURE again calleq Citgo to ask if it would be interested

n selling the Chelsea tetfminal. SURE wa-s told that they hadn't decided what
they wér‘e éoing to d;) with the plant. They indicated that the most likely
possibility was to put the terminal into a package that they would design, made
up of Citgo fee and leased stations, Jenney fee andrleaséd stations, and mixed
dealer accounts, They would then offer the entire packége for sale.

'f'he péckage described would eliminate a small independent marketer like
SURE and make the ohly potehtial buyers the otlhc;,r majors or minimajors.
These other large oil companies could the‘ri either bus/ the package or say that
becauée of the old obsolete plant' they didn't want to buy the package. Tying

the plant and the gallons together gives Citgo the opportunity to stall a sale

S—-1
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indeFinitely. People wanting the plant might not want, or be able to buy, the

gallonage or vice verse. Citgo might argue the reverse, but Fer a practical
point of view, the two.do not necessarily go together, This "pac’:kage”;gives
Citgo i‘the opportunity to elil;ninate "undesirable" cuefomers if they choose, but
if a "desireable" custo'm'er‘ comes along,. the pacl;zage could be adjusted., It
is entirely possible that the customer could be a major that would swap gallons
and stations in another market for the New England package. Keepi'ng this
terminal off of the market hurts the independent gr‘eatly at a time when the
lack of storage space is the excuse giv‘en by all existing ter*minal operators
for failing to allow independents a chance fo buy lo;/v price gasoline, store it
in the e>‘<is.ting terminals belonging to others, and then market it through their
own‘ independent stations, The net result is restrictive to the independents,
profitable for the majors, and costly to the coneumen.

The tefminal has been allowed to deteriorate to a.‘mar‘ked degree. The
tanks have been used‘ for "stor‘ing heating oil but they badly need work and paint.
The build.ings have been leased on a tenant—-at—wiil basis.and show a real lack

of care or concern. These things all added together indicate a desire on the

‘ Jart of Citgo to allow the terminal to pass out of existence by default and lack

of use. Eliminating this terminal from the market by any of the above means,

would strike a severe blow to the independents in the Boston area.

The amount of the divestnje'nt.is, in SURE's opinion, an absurdly small
amount that will do nothing mocre than to give Citgo a.lvegavl "excuse'" to get
away from all of the unpr‘ofiteble business that it has on its books. .Many a

major and other marketer would jump at the chance ta legally get rid of

unprofitable business in a time when this is v'ir‘tuauy impossible due to pressure ‘
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Fr‘om the FTC, vJusti»ce Department, Public Opinion, and their own legal depart- ”
ments, to say nothing of the FEA.

Wﬁenever anyone acquires a large Humbeb oF-g.aHons there is bound to be a
percentage of these that are unprofitable or undesirat;le. T;his could easily
t;e in the rénge of from 10% to 50% m an acquisition ti‘ﬁe size of Jennéy. The
result of th.is divestment merely requires Citgo to dr*éjp out 10% of the achir*ed
gallons, in other words, the undesirable gallons. Further‘, Citgo may‘include
any. of itsi own undesirable gallons in the amount to be divested,

There is nothing in the Final Judgement that séys tﬁey have to sell these
divested gallons-—merely that they be divested. This could be done by the

simple expedient of cancelling, or not renewing, certain unprofitable accounts,

The order says "retail outlets™, which includes "dealer agreement stations"

‘which have little, if any tenure. Any prospective buyer would not have much

to_btjy in the r;eméining stations inasmuch as Jenney Petéined’the fee interest
in all of their stations. All that could. be boutght Would be leasehold interests
tl;mat ér‘e more than 1/2 used up. It is to be n;)ted that Citgo could comély
wi‘th thé or*der by not' selling any assets, but merely by dropping unprofitable
contract business,

The order says that Citgo must offer to supply any person acquir*.ing one,
or more, of the‘divested stations with gasoline for up to .f"Our‘ years upon
"reasonable" terms and conditions. [t c;ould take five to ten years of litigation
and discussion with Cifgo, the Justice bepartment and the Court to determine
what is "reasonable". Som.e of the things ;that éwe crucial to such a supply

contract, other than price, which is the most important, are: no lead price

diferential, points of pickup, percentages of no lead gasoline, the fact that



5.

Citgo cﬁoes not offer premium gasoline, credit terms, tax free pukchases,
acceptable ’tr‘uc‘kers, that Citgo Braintree terminal requires botto.m—loading
trucks, market price level detérmina.tion, plus scores éf othérs.

The Justice Department is .apparently not réally concerned about the anti;
trust aspects of this case as shown by the Final ‘Judgement to which they have
conceded, There is, ther‘efor*e, very little reason to include all of the language
giviné the plaintiff.the right to object“té a particﬁlar buyer, or to particular

terms of an acquisition. [t would appear that the Justice Department would like

to forget the whole case, It s difficult for SURE to imaginefhaﬂ they'wili have-

any real interest in vyho offers to buy the divested gallonage, if in fact, any
should be offered,

The Final Judgement says thz;lt Citgo has three years to complet‘ew the divest-
ment, during which time they may continue to profit by the gallons, should
they be pro}’itable gallons, until they are }n fact divested., If aftér‘ tHr*ee yeérs
they have not d.{vested the gallons,- a Trustee will start to accomplish the
same tasqk. There is no time limit on the Trustee's performance. If the

gallons are profitable then Citgo can set an unrealistic price on the gallons to .

'be divested and enjoy the profits during the three year‘s. Once the Trustee

has bee.n established, and this could be a very time consuming process, with
the Trustee experiencing many delays in trying to obtain information from the
monolithic major, Citgo can continue to operate the stations and enjoy the
gallons and the profits, This will continue v;/hile the Trustee tries to sell

the stations to a shopworn market. Remember;«‘t}wat it is now 3 to 4 years
later, and the I.easeholdi interests have been dimin.ished by 3 to 4 more years

and very few now remain. During this long period there has to be loss of
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business}thr*oqgh normal attrition caused by dééth, road changes, bankruptcy,
etc. Any business so lost will naturally be mc>1uded in the list of gallons
"divested", |

The order sets a "_cohtr*ol" on tHe progress by'r*e‘quir*ing a writte-n "progress
report' every three months. This is a waste of timte,. IF' Citgo does not wish
to divest profitable gallons these reports could all be drafted ir; the Fifst month,
dated ahead, and t.hen mailed on a re'gular* three .mon;;hs basis. By definition,
the \Justicgz Department and the Court have to rely on inFor‘mati;:m from Citgo
alone as to the progress, the results, and the attitude of the market. Citgo
has been fighting this divestment for years so it is easy tq imaginé that they
will not work at a breakneck speed to accomplish the di‘vestment and the con-

tents of the "progress reports'" can be imagined well in advance. "Progress',

. or lack of it, are‘subjective determinations until the three years are up and

then we learn objectively that there has 'beer;a ”no. prbgress". A Trustee is
then set up and the long stalling practice continues.

- A restriction is put on Citgo f-cgn;‘ Fivé years that they cannot acquire any
retail outlets in a package that exceeds $1,000,000. This means that they
could leasé, for example, SURE'S chain of serQice stations For; a 10, 20 or 30
year period, so long as the "consideration'" does not exceed $1,000,000, [t
.would' be very easy for us to structure an acceptable lease takeover by Citgo
in which the consideration was less than $1 ,OOO,.OOO.‘ Thé restriction allows
Citgo fo buy, or Ieése, as rhany individual stativon‘s as it wants. The restriction
also allows C-ttgo to take over any, or all,.ofvits branded distributors without
being in violativon. .Somé of t}.wése disbributors are very large and Citgo could

force them to sell out and this would be accep_table,' even condoned under this

~
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Judge‘mént. As you see, the restriction does nothing to prevent Citgo from
taking over the. lapgést unaligned independent, or several very large branded
distributors. The take—-ove.r‘ of Jenney, who Citgo had supplied for 19 years,
was very similar to taking over a closely aligﬁéd d;sﬁr.ibutor, the only
difference being the cbio}‘.of the pumps, buildings; and flag.
[t is hoped that the Court and the Justice Department will look long and hard at ‘
‘the subject p.roposed- Final Judgement to maké sufe 'tha£ the result is not mérely face
saving tokenism. There has been too much of this to the detr‘im-ent of the independents
and the consumer. We feel that the amount of gallons to be divested shc;uld_ bé a
meaningful number and not a mere token as set forth in the proposed Fmai Judgement,
It is further hoped that thle Court and the Justice Dépari:mer;t will require that
Citgo divest i‘tself of its Chelsea ter‘mir‘\al, separately fr‘om'any gallons to be divested,
and that the r‘esul.'ting sale will enable a true independe.nt to enter the terminal market
place with the abil:ity to compete at all levels inc}uding b'uying, ter*m?naﬂing, whole-—
saling, and retailing. .'The world of terminal operators has been a closed book for

many years and this is a chance to open the cover a little.
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ATR PATL ‘
Beonorable Walter J. Shiner
United Stares Distvicr Judse
tnlted Stokee Bistrlet Court

SE1525 Joha W, HoCormzol Dullding

2B 4N gt R Yo - bE T 1S
Bogsten, Massachusetis 2103

Re: United States v. Citles Sewvilce Company, ot
2l,, Clwil iy, 6 =23 0.0 (13, Mans, ¥

o
b
e

- 2oy - N A - & PO S
Lt cur confercuce on Novosber 6 vou fnguired ad
Y & ) % e 5 o ey o oy S Py G e FA -
the popition of the Depavimant of Justice with rezpent to
he compenis made by Br. Broonson Fargo, ?rﬁgifﬁai wf Hura

Uil and Chopleal Corporation, ia bls lettey é%tﬁu Gorobaer
3G, 1974, As I advized your Honor at ih 2t time, we hed

124 5
recoived Hr. Farsols iaﬁ&@r gad aleo have had discussions
wich bim. Dasie ¢o bhiz criticlism of the ﬁT?§G¢€ﬁ dacresg
fn this cssge ig his conlention that there gre nol caougl
indepondent despwatey torminals. e urges thnt $hs ooveraw

seat chould Incdet wpon th separate zale of the Chalses
roemingl wiileh Cltier Servies acquired {vom Jﬁ?lﬁy e

o studied My, Favgo'ls presomtation and have concluded
Lh t it would not be appropriate to seek ﬁdﬂ'gcadt;L@

*

givestiture of cthe Chelsea terminal bocsuse that is not a
part of the theorxy and issuea of thls case.

Ye are purvsuing with counsel for Citics the modifica~
tiong we hove suzzested to the existing propossd decree.
Ve believe we caa resolve theso matters withia the 15~-day

fime Xdmlv inpoged by your liopew st the coaference. To

tlils end wa have the egreement by counsel for Cities to

N .

it

e SR

sl it N e - g




ctmi the period vichin which the plointlff woy withdesse
ite consoni (o the eobtry of the proposed Fiaal Judpuent
for zm u",;’zj ‘i«,zwl 15 ‘*qss.. & Tormal srinulation aoad oodor
to thio cflcel is boing preparved: fm. simmatures and transe
mitmi m LV‘ Loucte .,

Sinesyrely yours,

HOAS K. LAUEER
&mé‘.amnt z%i: ey Goenaral
Autitrust wilvisdon

Byr Redney U, Thoarson
AL LOITIeY . ﬁa;ﬁgzi:zgmf of Juseice

. ¢y Harold Hestuos, .
Barrell A, ai ey, E6.
Rﬁg%ﬁi"{: Fe ;.;LZ »L“‘.‘uﬁg e 58 o
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CITIES SERVICE OIL COMPANY Cities Service Building’

LEGAL DIVISION . Box 300
Tulsa, Oklahoma 74102

. April 1, 1975

-Jill Devitt Radek, Esqg.
Antitrust Division
United States
-Department of Justice
Washington, D. C. 20530

Re: United States v. Cities Service Company,
et al., U.S.D.C., District of - .
Massachusetts (Jenney), Civil No.
68-213-J

Dear Jill:

Confirming our discussion last week, it is
appropriate for you to advise your people that there

has been no significant change in the "CITGO" market
shares for motor gasoline in the Two-State, Massachusetts
and New Hampshire, area. Data published by the
Massachusetts and New Hampshire Petroleum Councils
indicate the CITGO market shares to be as follows:

1972 5.2%
1973 5.3%
1974 5.8%

. As I pointed out to you, a preliminary
analysis by our Tax Department has disclosed that no
less than 21 million gallons of motor gasoline was
"exchanged" with another marketer in Massachusetts and

PR . JRPSURNCS  E U

Cities assumed the tax liability .on said volume. Although,

at the present time, we do not have figures for all of
1974, based upon the data presently before us and making
an adjustment for at least 21 million gallons, it would
appear that the "CITGO" market share for the Two-State
area for 1974 would be in the range of 4.9% to 5.1%.
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"Jill Devitt Radek, Esq.
Arpil 1, 1975
Page Two

: Another item I had intended to mention to
you when you called last week relates to Cities'
disposal of a limited number of Jenney properties, in
the routine course of business, where Cities has
determined that said properties have lost their via-
bility as a CITGO outlet. Please recall that at our
meeting on March 1, 1974, it was agreed that Justice
would have no objection to Cities' disposing of a
limited number of properties under these circumstances.
This was confirmed in my March 11, 1974 letter to Rod
Thorson, at which time I advised of two such properties
which Cities wished to dispose of at the earliest
possible date. This is to advise that Cities now wishes
to dlspose of its interest in the following property:

Property No. 28-017-601
South Main and Linden Streets
Rochester, New Hampshire_

Unless you should advise me of the need for
any addltlonal information concerning this property,
I will advise Cities' Management to proceed with negotia-
tions with Jenney re purchase and sale of the facility.
In the sSame manner as with the two properties I gave
you notice of on March 11, 1974, Cities will include a
statement as to the ultlmate dlSpOSlthn of this New
Hampshire property in the appropriate gquarterly report.

Slncerely,

ol @, : \({&M@

Darrel A. Kelsey
7 Senior Attorney
DAK/sp

cc: Harold Hestnes, Esqg.
Hale and Dorr
28 State Street
Boston, Massachusetts 02109
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