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Bold = Spike

REG. GAS DAILYS ALL TAXES INCLUDED in price
SOUTH
DATE NATIONAL ALASKA IDAHO MONTANA DAKOTA WASHINGTON WYOMING
9/12/2008 4393 3819 3.863 3.666 3814 3.747
9/16/2008 3854 4398  3.006 3844 3.688 3.803 3.736
9/17/2008 3855 4399  3.796 3837 M 3.704 3.802 3728
9/18/2008 3835 4389 3791 3.829 3.1BS 3.702 3793 3719
9/22/2008 3739 4207 3738 3705 3Efb 3.608 3.736 3.669
9/23/2008 3726 4319 3738 3.704 3B30 3.599 3.725 3.659
9/25/2008 3700 4300 3718 3689 5.624 3593 3711 3.642
9/29/2008 3.643 4275 3.687 3.654 3.572 3.526 3.674 3.609
10/1/2008 3619 4235 3670 3612 3.580 3533 3.660 3594
10/2/2008 3508  4.243 3657 3581 3561 3519 3.646 3579
10/3/2008 3576 4230 3637 3553 3.538 3505 3633 3556
10/6/2008 3504 4224 3501 3493 3.446 3443 3584 3510
10/7/2008 3480 4158 3581 3477 3.402 3412 3571 3492
10/8/2008 3447 4156 3559 3446 3.378 3.376 3556 3460
10/9/2008 3403 4165 3532 3398 3.333 3300 3530 3419
10/10/2008 3350 4107 3500 3.334 3.242 3224 3496 3373
10/13/2008 3206 4088 3411 3252 3.363 3006 3.404 3270
10/14/2008 3163 4071  3.400 3203 3.013 3061 3.376 3248



REG. GAS DAILYS

10/15/2008
10/16/2008
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in price

3.347
3311
3.130
3.095

3.238
3.174
3.045
3.012
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Bold = Spike in

DIESEL  bawLys ALL TAXES INCLUDED Price
SOUTH

DATE NATIONAL ALASKA IDAHO MONTANA i| f | B DAKOTA WASHINGTON WYOMING
/12/20011 4994 4.224 4.025 4.360 4 155
9/16/2008 4.020 £.032 4.195 4214 3.98S 4.320 4118
9/17/2008 4.052 5002 4.196 4 209 3.979 4317 4121
9/18/2008 4.036 4.956 4.180 4188 3.968 4.295 4.096
9/22/2008 4101 4.908 4117 4 070 1 3.904 4.160 4.049
9/23/2008 4.105 4.864 4.087 3.920 4,142 4.035
9/25/2008 4.102 4.883 4.082 4.070 3915 4.130 4.009
9/29/2008 4.084 4.858 4.061 4.058 3.961 4.108 3.990
10/1/2008 4.087 4870 4.052 4063 i$ik052 3.986 4.096 3.993
10/2/2008 4.076 4.858 4.047 4.057 3.981 4.086 3981
10/3/2008 4.065 4.857 4034 4.043 3.963 4.059 3.965
10/6/2008 4.016 4.844 3.992 4.005 'm4.0241 3.938 4.005 3.930
10/7/2008 4.006 4.849 3.985 3990 3927 3.984 3.918
10/8/2008 3.990 4.842 3.975 3.972 3.906 3.959 3911
10/9/2008 3.960 4.822 3.945 3.947 3.881 3.927 3.889

10/10/2008 3.927 4.795 3.927 3900 - "' ™M93(9 3.845 3.891 3.865

10/13/2008 3.837 4.732 3871 3821 . 3341 3.751 3.791 3.781

10/14/2008 3.815 4.716 3.849 3781 |1 3822 3.723 3.768 3.762



Bold =Spike in

DIESEL DAILYS ALL TAXES INCLUDED price
NORTH- ! SOUTH
DATE NATIONAL ALASKA IDAHO MONTANA MK&TAI DAKOTA  WASHINGTON WYOMING
9/12/200 4994 4224 4.262 4 107 4 025 4.369 4.155
9/16/200% 4.02C 5032 419 4214 4.066 3.989 4.32C 4118
9/17/2008 4.052 5002 4 19% 4.209 4.063 3979 4.317 4121
9/18/200f 4.036 4956 B &° 4.188 4.052 3968 4.295 4.096
9/22/2008 4.101 4908 4 117 4 070 4.031 3904 4.16C 4049
9/23/200E 4.105 484 4087 4.073 4:017I 3.920 4.142 4.035
9/25/2008 4.102 4883  4.082 4 070 4.009 3915 4.13C 4 009
9/29/2008 4.084 4858 4061 4.058 4.050 3.961 4.108 3990
10/1/2008 4.087 4870 4052 4.063 4.052 3.986 4.096 3.993
10/2/2008 4.076 4858  4.047 4057 4.056 3981 4.086 3981
10/3/2008 4.065 4857 4034 4043 4.055 3963 4.059 3965
10/6/2008 4.016 4844 3992 4.005 4.021 3938 4.005 3930
10/7/2008 4.006 4849 3985 3990 3.988 3927 3.984 3918
10/8/2008 3.990 4842 3975 3972 3:988 3906 3.959 3911
10/9/2008 3.960 4822 3945 3947. 3971 3881 3.927 3.889
10/10/2008 3.927 4795 3927 3900 3.939 3845 3.891 3365
10/13/2008 3.837 4732 387 3821 3.841 3.751 3.791 3781
10/14/2008 3815 4716 3849 3781 3.822 3723 3.768 3762



DIESEL
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10/21/2008

DAILYS

3.795

3.764

3.637

3.619

ALL TAXES

4.700

4 668

4.655

4.655

3.844
3.816
3.719

3.697

INCLUDED
3.781
3746
3634

3.588

3:816
3778
36N

3.654

3.682
3.650
3.456

3.453

Bold =Spike in

price

3.767
3.731
3.588

3.585

3.752
3.706
3.608
3581
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1 Month Average Retail Price Chart

Date (Month/Day)



3 Month Average Retail Price Chart
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Diesel Vehicle Fuel Economy Improvement

55% I 50% | 45% | 40% | 35% I 3C% | 25% I 20% | 15% | 10%

Retail Diesel fuel can cost this much more than gasoline and still break even with gasoline fuel cost
Gasoline

$2.00 $1.10 $1.00 $0.90 $0.80 $0.70 $0.60 $0.50 $0.40 $0.30 $0.20

$2.25 $1.24 $1.13 $1.01 $0.90 $0.79 $0.68 50.56 $0.45 $0.34 $0.23

$2.50 $1.38 $1.25 $1.13 $1.00 50.88 $0.75 $0.63 $0.50 $0.38 $0.25
$2.75 $1.51 $1.38 $1.24 $1.10 $0 96 $0.83 $0.69 $0.55 $0.41 $0.28
$3.00 $1.65 $1.50 $1.35 $1.20 $1.05 $0.90 $0.75 $0.60 $0.45 $0.30

$1 79 $1.63 51.46 $1.30 $1.14 $0.98 50.81 $0.65 $0.49 $0.33
$3.50 $1.93 $1.75 $1.58 $1.40 51.23 $1.05 $0 88 $0.70 50.52 $0.35
$3.75 $2.06 $1.88 $1.69 $1.50 $1.31 $1.13 $0.94 $0.75 50.56 S .38
$4.00 $2.20 $2.00 $1.80 $1.60 51.40 $1.20 $1.00 $0.80 $0.60 $0.40

$4.25 $2.34 $2.13 $1.91 $1.70 $1 49 $1.28 $1.06 $0.85 $0.64 $0.43
$1.35 51 13 50.90 $0.68 $0.45

$3.25

$4.50 $2 48 $2.25 $2.03 $1.80 51.58

$4.75 $2.61 $2.38 $2.14 $1.90 $1.66 $1.43 $1 19 $0.95 $0.71 $0.48

$5.00 $2.75 $2.50 $2 25 $2.00 51 75 $1.50 51 25 S1.00 $0.75 $0.50
Example:

Diesel cost S3 cents more / gallon than regular grade gasolino (Sourcu CEC wooxiy Transportation Fuois trend

4/10/08) (Diosol i4 18/yal « regular gasolino S3 Ofl/gol = diosal is 53 corns/gallon moto Inan gosulmo)
Assume the diesel Acura gels 45% higher fuel economy (actual 52% ciiy 46% highway. 48% mambinod)
Using the above table and $3.50 for gasoline and 45% diesel improvement you get S1 58 /gallon break even price.

The diosol Acura saves $1.05 / gallon compared to the gasoline Accura S158 (hrol economy bonoM) - o 53 (highor
rolarl price) - S| 05 corns /gallon

For more information, visit www. dieselforum.oro


http://www.dieselforum.org

Fuel taxes

Another factor in diesel and gasoline costs are motor fuel taxes collected at the
federal, state and sometimes the local levels. The federal motor fuels tax goes toward
the highway trust fund, which was established to repair and maintain the nation's
highway infrastructure. State taxes are used for a variety of purposes.

Since October 1, 1997, the federal government has imposed a 24.4 cents-per-gallon
tax on diesel fuel compared to an 18.4 cents-per-gallon tax on gasoline. Every state
also levies a diesel tax, the average of which is 22 cents per gallon (ranging from 8
cents in Alaska to 32.9 cents in Wisconsin). Some states levy the same tax rate on
gasoline and diesel fuel; however, 15 states currently tax diesel more than gasoline
with only six states imposing higher gasoline taxes. More information about state fuel

taxes can be found here.

Future diesel fuel prices

All energy prices are expected to remain high in the near future. EIA's Short-Term
Energy Outlook is projecting that diesel fuel will continue to sell at a higher price than
gasoline through the 2008 summer, although the price differential between the two
fuels is expected to narrow. Retail diesel fuel prices in 2008 are projected to average
$3.94 per gallon, and then drop to an average of $3.67 per gallon in 2009.

Continuing or expanding economic growth in developing countries like India and
China will add pressure to crude oil and finished distillate product prices. However,
there are several key U.S. policy influences and market developments that could
reduce the demand for crude oil and petroleum p-oducts in the U.S. - particularly

gasoline.

Oil companies are responding to the increasing demand for diesel fuel through
new refining capacity and shifts in production.1Seven separate refinery

1 Marathon Petroleum announced in 2007 an expansion of its Garyvillc (LA) refinery to increase production by 180,000

barrels/day or 1.2 billion gallons of distillate products annually.

Shell Oil Products US announced an expansion of its Port Arthur (TX) refinery that will make it able to refine 600.000
barrels/day, and make it the largest US refinery. It currently produces 52,000 b/d of distillate products.

Valero plans to spend $3.8 billion through 2011 to increase diesel production at two of its 17 refineries, the ones in Port
Arthur and St. Charles. La. The investment will yield an additional 103.000 barrels pei day of ultra-low sulfur diesel
coming online in 2010.

NuStar Energy LP is considering adding more than $300 million in diesel-makirg equipment at one of two U.S. asphalt
refineries it acquired recently from Venezuela. It's making the diesel investment in the one on the Delaware River. New

diesel production there could start in 2011.

Tesoro Corp. is switching some gasoline production to diesel without making any large equipment investments. Executives
at San Antonio-based Tesoro declined to say how much more diesel is being produced, but the Los Angeles refinery
already has shifted production to make 7,000 to 9,000 additional barrels of distillates, including diesel, per day.

Saudi Aramco and Total announced May 15. plans to build a 400,000 barrels per day refinery in, Jubail, Saudi Arabia

focused mainly on ultralow sulfur distillates, beginning operations end of 2012.

Saudi Aramco and ConnocoPhilllps announced May 2008, a 400.000 barrel per day export refinery in Yanbu, Saudi
Arab'a. That will produce ultra-low sulfur refined products. |his refinery will be online by 2013.



announcements of new or expanded distillate fuel refining capacity have been
announced in the last six months.

« The Renewable Fuel Standard and the higher fuel economy standards in the
Energy Independence and Security Act of 2007 (FISAG7) will reduce crude oil

and gasoline use.

 Although the U.S. diesel passenger car market is expected to double or triple in
the next 5-10 years, diesel vehicles are 20-40 percent more fuel efficient,
leading the EIA to project that existing diesel fuel supplies will be able to meet
this demand. Click here for the full EIA presentation.

What does all this mean for consumers driving diesel cars or considering a
new diesel car?

Higher diesel fuel prices in the short term may lengthen the payback period for diesel
owners to receive the full return on their investment. If a diesel car is 30 percent
more fuel efficient than a gasoline car, with gasoline at $3.75 a gallon, diesel can cost
up to $1.13 more per gallon (or $4.88 in this example) and a diesel driver will still
break even witn gasoline in terms of fuel cost. (See table below for additional
examples and assumptions.) Visit www dieselForum.org and download a Web tool
that will allow you to calculate fuel economy savings for diesel versus gasoline car.

Making any personal car choice requires taking the long-term view on all the factors
involved, including performance, purchase price, owning and operating costs, useful
life, resale value, fuel economy and fuel prices. The next generation of clean diesel
cars offers consumers the best overall ownership value when considering driving
performance, fuel efficiency, environmental footprint and resale prices.

Beginning in 2008, consumers will have more fuel-efficient diesel choices than ever
before. Thirteen new models were announced by 12 manufacturers at the Detroit
Auto Show in January 2008. In addition to a superior driving performance and low-
emissions. clean diesel is a technology that provides proven real-world fuel economy
benefits u ;der any mix of vehicle operation. New clean diesel cars coming out in
2008-2010 will likely be eligible for a federal fuel tax credit of $300 to $3400 dollars,
depending on fuel economy ratings. It was recently announced that purchasers of the
new Volkswagen Jetta TDI will qualify for a $1300 federal tax credit. For more

information, click here.



DIESEL FUEL PRICES:
Why are they rising and what
does this mean for current and
prospective
diesel car owners?

August 2008

What is happening with diesel fuel prices?

For many years, diesel fuel prices tended to be lower than gasoline. Since September
2004, this trend has disappeared, with diesel fuel prices tracking or exceeding
gasoline. In May 1998, the national average diesel fuel price was $1,069 and gasoline
was $1,038; in May 2008, diesel was $4.33 and gasoline was $3.72. As of July 28,
2008, the average diesel price in the U.S. was $1.71 higher than one year ago;
gasoline was $1.07 higher. (For weekly updated gas and diesel price information, visit

www.EIA.DOE.gov).

This price differential is due to a variety of factors - global and domestic, economic
and political. Both gasoline and diesel fuel prices will increase as the price of crude oil
rises, however other influences have worked to accelerate diesel's price relative to
gasoline. To understand the cause of this increase and its implications for the future,
this paper provides a brief summary of the production process and the elements
contributing to the current price spread between gasoline and diesel fuel.

Fuel production _

Quter Products

Each barrel of oil is 42 gallons, approximately 19
liqueM Petroleum Gases IIPGi

percent of which is generally dedicated to the :
production of diesel fuel. This compares to Loy Foci G (Rosoual)
approximately 47 percent used for gasoline and ﬁ;ggg%sgllﬁtes

Diesel

10 percent for kerosene-type jet fuel. The
remaining 24 percent is split among a variety of
oils and gases. While refiners have some ability Gasoline
to alter these percentages, they are unlikely to

swing more than 7-8 percent in any direction. As

a result, each barrel of crude oil will always 42 Total Gallons
produce more gasoline than diesel fuel.

Why have diesel prices risen so significantly in the last few years?

Fuel demand

Demand for distillates - such as diesel and jet fuel - in Europe, Asia, and the Middle
East has continued to grow at a fast pace. In Europe, financial incentives continue to
promote the transition from gasoline-powered to diesel-powered cars and light trucks,
while a growing economy has lifted transportation sector consumption overall.


http://www.EIA.DOE.gov

In the U.S., meanwhile, weakness in the economy has led to a softening in gasoline
demand. So while gasoline prices increased this winter due to surging crude oil prices,
they have not risen as high as they would have if year-on-year gasoline demand
growth were unfolding at normal rates. As a result, the gap between U.S. gas and

diesel prices has grown.

These shifting patterns have even affected seasonal patterns in diesel fuel prices.
According to the Energy Information Administration (EIA), gasoline is usually more
expensive than diesel in the spring and summer, the peak driving season. In the
autumn, demand for distillate fuels (heating oil and diesel) picks up due to farm use
and trucking of goods ahead of the holidays W 'le the demand for gasoline begins to

soften.

Inventories and supply balances

As Europe's demand for diesel has grown through the dieselization of the passenger
fleet, economic growth, tighter emissions standards and other factors, Europe's
supply capacity has been strained. At the same time, a supply shortage also
developed in the U.S due in part to U.S. exports of distillate fuel to Latin America and
Europe to meet their high demand, leaving diesel fuel inventories at their lowest
levels in five years.

Source: US Energy Information Administration www.eia.doe.aov
How much diesel fuel is
produced relative to other
petroleum products?

P'ooane <2Vji

Li -juei ed Ref>ne»y
Gases' iZlfc, \

Petroche’n cai
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Aspoali and Road On (3*1

9tnei 2u>

Residual Fuei On t4vi

U.S. Refiner and Blender Net

Still Gas (40 Production of Refined
Petrckeurn .
Co?e(5\o Petrole_um Prodl_Jc'Fs in 2006
(Total = 6.56 Billion Barrels)
Finished Motor
Kerosene fypl Gasoline
jet Fuel i85n

Economic, political and other factors driving up diesel fuel prices

In addition to the law of supply and demand, there are a number or other factors
affecting the price of diesel. These include:
» A weakened U.S. dollar buys less crude oil on the global market than in past
years.

« As energy prices rise, investors are putting Dre dollars into energy stocks and
predictions of future crude oil prices, which helps drive up energy prices even

further.


http://www.eia.doe.Qov

China has been stockpiling diesel to prepare for the Olympics. (See EIA's "This
Wee In Petroleum.” lune 4. 2008.)






ALASKA STATE LEGISLATURE
HOUSE JUDICIARY COMMITTEE

Representative Jay Ramras Committee Members:
Chairman Representative Nancy Dahlstrom,
(907) 465-3004 Vice-Chairman
Fax: (907) 465-2070 Representative John Coghill
Rcpresentative_Jay Ramras@legis.state.ak.us Representative Bob Lynn
1292 Sadler Way, Suite 324 Representative Ralph Samuels
Fairbanks, AK 99701 Representative Max Gruenberg
(907)452-1088 Representative Lindsey Holmes

State Capitol, Room 120
Juneau, Alaska 99801

October 10, 2008

Mr. Ed Sniffen, Jr.

Senior Assistant Attorney General
1031 W 4lh Ave., Ste. 200
Anchorage, AK 99501 -1994

Re: Mouse Judiciary Hearing

Dear Mr. Sniffen:

I would like to invite you and/or a representative of your organization to testify at a special
House Judiciary Committee hearing on October 20, 2008 from 9:30 a.m. to 4:30 p.m., at the
Legislative Information Office in Anchorage (716 W. 4'1Ave., Suite 200). The purpose of
this hearing is to discuss the market price of fuel in Alaska. Pursuant to our correspondence
might you also see if Mr. Pulliam from EconOne is available to testify?

We will be taking testimony from refiners, distributors, and retailers, as well as testimony
from the Department of Law as to the status of their investigation.

I look forward to your testimony, and to a productive hearing on October 20th. 1will provide
you with a schedule as soon as it has been drafted.

Should you have any questions or require further information concerning this matter, please
do not hesitate to contact this office.


mailto:Rcpresentative_Jay_Ramras@legis.state.ak.us

ALASKA STATE LEGISLATURE
HOUSE JUDICIARY COMMITTEE

Representative Jay Ramras Committee Members:

Chairman Representative Nancy Dahlstrom,
(907)465-3004 Vice-Chairmjn
Fax:(907)465-2070 Representative John Coghill
Representative_Jay Ramras@legis.state.ak.us Representative Bob Lynn
1292 Sadler Way, Suite 324 Representative Ralph Samuels
Fairbanks. AK 99701 Representative Max Gruenberg

Representative Lindsey Holmes

State Capitol, Room 120
Juneau, Alaska 99801

October 10, 2008

Mr. Kip Knudson Via e-inail kknudson@tsocorp.com

Tesoro
2700 Gambell Street, Suite 500
Anchorage, AK 99503

Re: I luuse Judiciary' llearing

Dear Mr. Knudson:

| would like to invite you and/or a representative of your organization to testify at a special
House Judiciary Committee hearing on October 20, 2008 from 9:30 a.m. to 4:30 p.m., at the
Legislative Information Office in Anchorage (716 4hAvc.. Suite 200). The purpose of this
hearing is to discuss the market price of fuel in Alaska.

At this meeting, we will address the price of fuel at the pump as well as the price of home
heating oil and why the prices have dropped substantially nationwide but, the prices in
Alaska have remained relatively flat by comparison.

We will be taking testimony from refiners, distributors, and retailers, as well as testimony
from the Department of Law as to the status of their investigation.

1llook furward to 'rour testimony, and to a productive hearing on October 20th. | will provide
you with a more specific time for testimony as soon as a schedule has been finalized.

Should you have any questions or require further information concerning this matter, please
do not hesitate to contact this office.


mailto:Ramras@legis.state.ak
mailto:kknudson@tsocorp.com

TESORO

Tesoro Alaska Company

P.O. Box 196272

Anchorage, Alaska 99519-6272
907 561 5521

907 561 5047 Fax

October 16, 2008

The Honorable Jay Ramras
Alaska State Legislature
State Capitol, Room 120
Juneau, Alaska 99801

Dear Chairman Ramras:

Tesoro declines your invitation to appear before the House Judiciary Committee for a
second time at the October 23, 2008 hearing.

Tesoro is cooperating with the Attorney General’s investigation on gasoline prices and
we are meeting with Mr. Sniffcn on the 22rd We believe that forum is best due to the
proprietary business information we arc providing. We assume you will receive a report
of the conclusions of the Attorney General’s investigation.

Sincerely,



ALASKA STATE LEGISLATURE
HOUSE JUDICIARY COMMITTEE

Committee Members:
Representative Nancy Dahlstrom,
Vice-Chairman
Representative John Coghill
Representative Bob Lynn
Representative Ralph Samuels
Representative Max Gruenberg
Representative Lindsey Holmes

Representative Jay Ramras
Chairman
(907) 465-3004
Fax: (907) 465-2070
Representp.tive_Jay Ramras@legis..slate.ak. us
1292 Sadler Way, Suite 324
Fairbanks, AK 99701

State Capitol, Room 120
Juneau, Alaska 99801

October 10, 2008

Mr. Doug Chapados Via e-mail: dichapados@petrostar.com

Pctro Star, Inc.
3900 C Street, Suite 802
Anchorage, AK 99503

Re: House Judiciary Hearing

Dear Mr. Chapados:

1would like to invite you and/or a representative of your organization to testily at the second
special House Judiciary Committee hearing on October 20, 2008 from 9:30 a.m. to 4:30 p.m.,
at the Legislative Information Office in Anchorage (716 W. 4MAve., Suite 200). The
purpose of this hearing is to discuss the market price of fuel in Alaska.

At this meeting, we will address the price of fuel at the pump and why the prices have
dropped substantially nationwide and the price of oil has dropped substantially but, the price
of gas in Alaska have remained relatively flat by comparison.

We will be taking testimony from the Department of Law, Harry Pulliam from EconOne as
well as refiners, distributors, and retailers.

I look forward to your testimony, and to a productive hearing on October 20th. | will provide
you with a schedule as soon as it has been drafted.

Should you have any questions or require further information concerning this matter, please
do not hesitate to contact this office.


mailto:Representntive_Jay_Ramras@legis.state.ak.us
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ALASKA STATE LEGISLATURE
HOUSE JUDICIARY COMMITTEE

Committee Members:

Representative Jay Rairiras
Representative Nancy Dahlstrom,

Chairman
(907) 465-3004 Vice-Chairman
Fax: (907) 465-2070 Representative John Coghill
Representative Jay_Ramras@legis.state.ak.us Representative Bob Lynn
1292 Sadler Way, Suite 324 Representative Ralph Samuels
Fairbanks, AK 99701 Representative Max Gruenberg
Representative Lindsey Holmes
October 10, 2008
Mr. Jeff Cook Via e-mail: jcff.cook@flir.com

Flint Hills Resources
1100 H & H Lane
North Pole, AK 99705

Re: House Judiciary Hearing

Dear Mr. Cook:

I would like to invite you and/or a representative of your organization to testify at a
special House Judiciary Committee hearing on October 20, 2008 from 9:30 a.m. to 4:30
p.m., at the Legislative Information Office in Anchorage (716 4lh Ave., Suite 200). The
purpose of this hearing is to discuss the market price of fuel in Alaska.

At this meeting, we will address the price of fuel at the pump as well as the price of home
heating oil and why the prices have dropped substantially nationwide but, the prices in

Alaska have remained relatively flat by comparison.

We will be taking testimony from refiners, distfbutors, and retailers, as well as testimony
from the Department of Law as to the status of their investigation.

1llook forward to your testimony, and to a productive hearing on October 20th. | will
provide you a more specific time as soon as a schedule has been drafted.

Should you have any questions or require further information concerning this matter,
please do not hesitate to contact this office.

House Judiciary Committee
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epresentative Jay Ramras While in Session

* Chair, Judiciary Alaska State Legi5|atu re  State Capitol, Room 118
Labor & Commerce Juneau, Alaska 99801-1182
Oi! & Gas (907) 465-3004
Fax: 465-2070

Military & Veteran Affairs
1292 Sadler Way, Suite 324
Fairbanks, Alaska 99701
Phone: (907) 452-1088
Fax: (907) 452-1146

Toll Free: (877) 465-3004

House District 10

House of Representatives

Fax

To: Pam Finley

Fax #. (907) 465-2029 Number of pages including cover: 2
From: Jane W. Pierson

Date: April 16,2008

Re: Confidentiality Agreement

Pam,

The committee was leaning towards being able to talk with Ed Sniffen about his findings, more
than actually going through the materials that were gleaned through the CIDs. | made a few
changes on the confidentiality agreement to reflect this. However, they are probably not in
legalize. Can we take another shot at this? | will have to get it approved by Tesoro and Flint

Hills’ legal departments.

Jane

Representative _Jay Ramras@legis.state.ak.us


mailto:_Jay_Ramras@legis.state.ak

LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau. Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St.. Rm. 329

MEMORANDUM October 20, 2008

SUBIJECT: Confidentiality agreement

TO: Representative Jay Ramras

Chair of House Judiciary Committee
Attn: Jane Pierson

FROM: Pam Finley
Revisor of Statutes

You have asked for language for a confidentiality agreement concerning responses to
CIDs the House Judiciary Committee receives from the Department of Law related to the
price of petroleum products in the state. | suggest the following:

This agreement concerns materials the House Judiciary Committee
receives from the Department of Law during 2008 and that the
Department of Law has received as a result of Civil Investigative
Demands to refiners and distributors of petroleum products in the state
(hereinafter "the confidential materials").

| agree to keep the confidential materials confidential and not to make
them available to my staff or to any other person. | further agree not to
discuss the contents of the confidential materials except in an executive
session of the House Judiciary Committee. This agreement does not
require me to keep confidential (1) my opinions based on the confidential
material or (2) general factual conclusions drawn from the confidential
material so long as the factual conclusions do not disclose or suggest the
identity of the refiner or distributor or disclose proprietary information or

trade secrets.

Signature Date

Note that | limited the materials to those received during 2008 because | thought some
specificity would be useful and assumed that the materials would be disclosed before
2009. If that's not true, the date can be changed. The last sentence of the agreement is
my attempt to allow some public discussion. It will, however, require the legislator to
figure out what is proprieta-y or a trade secret. |If the Department of Law cannot accept

this, the last sentence can be deleted.

Please let me know if you have any additional questions.

PF:1jw
08-308.ljw
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DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol

FAX (907) 465-2029 Juneau, Alaska 99801-1182

Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329
MEMORANDUM September 12, 2008

SUBJECT: S ate sale of royalty oil at below market prices
(Work Order N . 26-LS0097)

TO: Repres itative Jay Ramras
Attpi Jane Pierson

FROM: Donala M. BuflocOr.
Legislative Counsel

You have asked whether the state can legally sell its royalty oil at a below market price to
an oil refinery in Alaska that intends "to sell the products in-state to benefit the citizens of

Alaska."

If such a sale is "consistent with the public interest,” made for the "maximum benefit of
[Alaska's] people,” and approved by the legislature,2the state may sell its royalty gas to
an in-state refinery at a price below market value.

' The Alaska Constitution's art. VI, secs. | and 2, provide that:

SECTION |I. Statement of Policy. It is the policy of the State to
encourage the settlement of its land and the development of its resources
by making them available for maximum use consistent with the public

interest.

SECTION 2. General Authority. The legislature shall provide for the
utilization, development, and conservation of all natural resources
belonging to the State, including land and waters, for the maximum

benefit of its people.
2AS 38.06.055 provides:

(@) In addition to the recommendation by the [Alaska Royalty Oil
and Gas Development Board] required under AS 38.06.050, the
commissioner of natural resources may not enter into a sale, exchange, or
other disposition of oil or gas or of the rights or waiver of the rights to
rece;ve future production of royalty oil or gas under AS 38.05.183 without
the prior approval of the legislature. The legislature may approve a sale,
exchange, or other disposition of oil or gas or of the rights or of a waiver
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Page 2

| have a few comments related to your question.
i

1. Legislative approval of a below market price sale of state royalty oil should be
made based on appropriate findings supported by evidence.

The Alaska Constitution is silent as to the considerations or factors to be employed in
establishing what constitutes the "maximum benefit" for Alaska's people. The legislature
is entrusted with broad responsibility for such a determination. A legislative finding,
supported by a strong factual record, concluding that Alaskans would benefit from such a
sale would improve any such measure's chance of surviving a court challenge.
AS 38.05.183(e),3which provides statutory guidelines that the commissioner of natural

of the rights to receive future production of royalty oil or gas only by
enacting legislation.

(b) The provisions of (a) of this section do not apply to

(1) the sale, exchange, or other disposition of oil or gas for
one year or less if the sale, exchange, or other disposition is entered into to
relieve storage or market conditions;

(2) contracts for the sale of state-owned royalty gas or oil
that specify the sale and delivery of not more than

(A) 400 bands of crude oil per day;
(B) 460 barrels of natural gas liquids per day; and
(C) 2,400 M cf of natural gas per day.

(c) A sale, exchange, or other disposition of oil or gas under (b)(1)
of this section may not be continued after the end of one year or renewed
with the same party without the prior approval of the legislature under (a)
of this section. This subsection docs not apply to a sequential
competitively bid sale of oil or gas made with the same party under (b)(1)

of this section.

Sec also AS 38.05.183(h) that concerns the sale, contingent upon legislative approval, of
royalty gas taken in kind by the state to gas or electric utilities at a negotiated price, if the
commissioner of natural resources, after considering the consumer benefits, other
benefits, and detriments of the sale, makes a written finding that the sale is in the best

interest of the state.
3AS 38.05.183(e) provides:

(e) When a sale, exchange, or other disposal of oil or gas taken in
kind by the state as its royalty share, or a sale, exchange, or other disposal
in whole or in part of a right to receive future royalty oil or gas, under a
state lease under this chapter is made other than by competitive bid, the
sale, exchange, or other disposal shall be awarded by the commissioner to



Representative Jay Ramras
September 12, 2008
Page 3

resources must consider in determining whether a sale of royalty oil or gas should be
made otherwise than by competitive bid, suggests appropriate criteria that could be
employed to make that determination.

2. Any below market sale of state royalty oil to an in-state refinery implicates the
Commerce Clause, article I, section 8, clause 3, Constitution of the United St is.

The Commerce Clause grants Congress the power "[to] regulate Commerce with foreign
Nations, and among the several States, and with the Indian Tribes." "Although the
Clause thus speaks in terms of powers bestowed upon Congress, the Court long has
recognized that it also limits the power of the States to erect barriers against interstate
trade."4 "[O]nce a state law is shown to discriminate against interstate commerce ‘either
on its face or in practical effect,’ the burden falls on the State to demonstrate both that the
statute 'serves a legitimate local purpo and that this purpose could i.jt be served as

well by available nondiscriminatory means."5

Thus, the United States Supreme Court distinguishes between state statutes that burden
interstate transactions only incidentally and those that affirmatively discriminate against
these transactions. While statutes in the first group violate the Commerce Clause only if
the burdens they impose op. interstate trade are "clearly excessive in relation to the
putative local benefits," statutes in the second group are subject to more demanding
scrutiny. If a state law is shown to discriminate against interstate commerce "cither on its
face or in practical effect,” the burden falls on the State to demonstrate both that the
statute "serves a legitimate local purpose,” and that this purpose could not be served as

well by available nondiscriminatory means.

the prospective buyer whose proposal offers the maximum benefits to
citizens of the state. The commissioner shall consider

(1) the cash value offered;
(2) the projected effects of the sale, exchange, or other

disposal on the economy of the state;
(3) the projected benefits of refining or processing the oil or

gas in the state;
(4, the ability of the prospective buyer to provide refined

products or by-products for distribution and sale in the state with price or

supply benefits to the citizens of the state; and
(5) the criteria listed in AS 38.06.070(a).

4Maine v. Taylor, 477 U.S. 131, 137, 106 S.Ct. 2440, 91 L.Ed.2d 110 (1986),quoting
Lewis v. BTInvestment Managers, Inc., 447 U.S. 27, 35, 100 S.Ct.2009, 64L.Ed.2d 702

(1980).

5Taylor, All U.S. at 138, quoting Hughes v. Oklahoma, 441 U.S. at 336 (1979).
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Alaska's oil is an article of commerce that has become a resource of profound national
importance. Under the generally applicable rule of Commerce Clause analysis, the sale
of Alaska oil at a below market price to an in-state refinery could be struck down if the
state was unable to "show that it advances a legitimate local purpose that cannot be
adequately served by reasonable nondiscriminatory alternatives." If the state is sellm;? iis
royally oil at a below market rate to stimulate in-state development of its industries and
resources, the state should be able to meet its burden under an asserted Commerce
Clause-based objection. Even in the leading case critical of this state's efforts to
construct a system of economic protection, the United States Supreme Court left open the
door, under some circumstances, to state efforts to provide a limited preference for a
state's own citizens in the use of publicly-owned resources.6

3. The assertion by Spencer Hosie to the legislature in June 2008 that Alaska could
not sell its royalty gas at below market prices is based on a misinterpreted legal

precedent.

In June of this year, the issue of selling the state', royalty interest at a price below the
market price was discussed in a hearing related to the legislative approval of a license
proposed by the commissioner of revenue and the commissioner of natural resources to
pursue the development of a gas pipeline from the North Slope. The "Alaska Special
Session Report"7 recounted the following exchange between Representative Fairclough
and Spencer Hosie, a private attorney that has represented the State in oil and gas

litigation:

Rep. Anna Fairclough questioned the accuracy of a claim [Mr. Spencer]
Hosie made that Alaska could take its royalty gas and sell it at below-
market prices for in-state use, including for the Agrium fertilizer plant on
the Kenai Peninsula. When Hosie addressed legislators on his second day,

he acknowledged that he had erred.

‘I was wrong,' [Hosie] said, citing a 1979 case in which Judge Allen
Compton said it's unconstitutional for Alaska to sell its royalty-in-kind
[gas or oil] below market value.8

6Hicklin v. Orbeck, 437 U.S. 518, 533 -534 (1978).

7Gregg Erickson, Attorney says producers can't warehouse gas, Alaska Special Session
Report, Vol. 3, No. 2, June 10, 2008, at 13.

8 An audio recording of this exchange is currently available online at
http:/Avww.legis.state.ak.us/basis/get_minutes.asp?session=25&comm=ENR&chamb=B
&datel =20080609&date2=20080609 (6/09/2008 10:06 am, 10:09-10:12).
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If Mr. Hosie's citation of State v. Amerada Hess, et al.9 is understood as a wholesale
refutation of the possibility that Alaska can constitutionally sell its royalty-in-kind oil or
gas below market value, it is not accurate.

In State v. Amerada Hess, et al., Judge Compton did not rule that it was unconstitutional
for Alaska to sell its royalty-in kind gas or oil below market value. Instead, Judge
Compton ruled that the commissioner of natural resources, acting without legislative
approval, did not have the requisite authority to determine gas or oil royalty obligations.
Specifically, he concluded that absent legislative approval, the commissioner did not
have the authority to enter into Ifase agreements that provided that the value of gas or oil
taken "in-kind" would be less than that taken "in-value."

Amerada Hess concerned (1) the point at which the state's "in value" royalty interest in
oil should be determined (before field cost deductions or after Held cost deductions at the
Lease Automatic Transfer Meter (LACT meter)) and (2) the interpretation of the existing
statutory and specific lease language surrounding the determination of both "in value"
and "in kind" royalty payments for oil and gas under the defendant's leases.D

Judge Compton ruled that the state's "in value" or "in kind" royalty share should be
determined only after the oil or gas is ready for sale (in this case, at the LACT meter),
basing his decision in large part on the Alaska Constitution's art. VII, secs. 2 and 12."
The judge held that these constitutional provisions "require[dJ" (emphasis in original)2
that the legislature set the terms of oil and gas leases as to provide the maximum benefit
for Alaska's people and that any interpretation of the levant statutes or language of the
mineral leases that provided for a determination of an "in value" oil royalty before the

9Civil Action No. 77-847 (1stJ.D. AK, April 6, 1979).
DOTf some historical interest is the fact that after this decision, the lessees and the state

agreed to settled the dispute on different terms. The court approved the parties'
settlement and allowed it to supersede the courts previous ruling on the merits. See
Exxon v. State, 40 P.3d 786, 789 (Alaska 2001).

1 These provisions p-ovide in pertinent part:

Sec. 2. General Authority. The legislature shall provide for the utilization,
development, and conservation of all natural resources belonging to the
State, including land and waters, for the maximum benefit of its people.

Sec. 12. Mineral Leases and Permits. The legislature shall provide for the
issuance, types and terms of leases for coal, oil, gas, oil shale, sodium,
phosphate, potash, sulfur, pumice, and other minerals as may be
prescribed by law. Leases and permits giving the exclusive right of
exploration ... may be authorized by law.

PAmerada Less, at 18.
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LACT meter would be unconstitutional because the unproduced product was "something
that had no or negligible market value." Id. at 19.

O f greater relevance to Mr. Hosie's statement and your inquiry is that the case concerned
lease agreements providing that if the State were to take its royalty oil or gas "in kind,"
there would be a deduction for "cleaning and dehydrating [the oil and gas]" prior to
computing the royalty. Id. at 2. Because of this provision, if the state were to take its
royalty "in kind" from the lease, the amount realized would be less than if taken "in
value,” and consequently the people of Alaska would not receive maximum benefit for
"in kind" royalty payments. What the judge wrote, and | believe was misconstrued, is

that:

Constitutional and statutory limitations preclude the State from taking
royalty "in kind" unless it is in the best interests of the State and for the
maximum benefit of its people. This must mean, and can be compatibly
construed to mean that the price paid when the royalty is taken "in value"
is the minimum or floor below which the agency may not go.

(Emphasis added) Id. at 20 -21.

This "minimum floor", or prohibition against the state accepting its royalty "in kind" if
the "price paid" would be less than if the royalty is taken "in value," is applicable only to
the facts of the case. It is a decision in which the court was speaking to the limits of an
adminrtrative agency's authority, holding that the "Commissioner [of Natural Resources]
is prohibited from collecting royalty 'in kind' if the amount realized would be less than if

taken 'in value,™1 because

This Court need not decide the extent of the Commissioner's authority to
administer the provisions of AS 38.05.180(a). It is satisfied that such
authority does not extend to determining the amount of royalty
obligations. [The Alaska Constitution's art. VIII, secs. 2 and 12] require
that the legislature set the terms of oil and gas leases in such a manner as
to provide the maximum benefit for its people.

(Emphasis original) Id. at 19.

This ruling establishes only that the Department o fNatural Resources cannot on its own
volition decide to accept an "in kind" royalty that is worth less than the "price paid when
the royalty is taken 'in value." Amerada Hess involved the limits of authority exercised
by an administrative agency and whether "the legislature has impermissibly delegated a
constitutional duty to an administrative agency." Id. at 18. Nothing in the state
constitution, or in the Amerada Hess decision, should be construed as to preclude the
legislature itself from approving sale of Alaska's oil or gas at a price below that which
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would be received if the royalty were taken "in-value" if that sale were determined to be
for the maximum benefit of Alaska's people.

If | may be of further assistance, please advise.

DMB:Imb
08-220.1mb
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Jane Pierson

From: Sniffen, Clyde E (LAW) (ed.sniffen@alaska.gov]

Sent: Wednesday. October 08, 2008 12:41 PM

To: Jane Pierson

Subject: RE: Legal Opinion re: Royalty Oil Sales at Below Market Value

Follow Up Flag: Follow up
Flag Status: Red

Hi Jane |just got around to reading this opinion While it might be theoretically possible for the
Legislature to determine that selling royalty oil for less than market value is in the best interest of
Alaska," it would be extremely difficult to do. "Best interest of Alaska" means all residents of Alaska.
Selling oil below market value to Tesoro and Flint Hills would only benefit (maybe) residents served by
those refineries No one else in Alaska would receive that potential benefit. When we sell oil at market
value, the money goes to the GF and benefits everyone Thus. Judge Compton s conclusion that
market value sets the floor at which we can dispose of the state s royalty oil is agoodone (even if it
was directed only to DNR) At the end of the day the Alaska Supreme Court would probably make the
decision on whether such a Legislative proclamation violates the Alaska Constitution

So | agree with Mr Bullock that the Amerada Hess case may not preclude some kind of legislative
action that declares the sale of royalty oil for less than market value is in the state s best interest But
as a practical matter this would be very difficult to do and may not pass Constitutional review There
may be some separation of powers problem with this kind of review, but | haven t focused on that
aspect yet The sure bet. as | testified, is a Constitutional amendment

Hope that helps!

Clyde "Ed" Sniffen Jr

Senior Assistant Attorney General
Commercial & Fair Business Section
Alaska Department of Law

1031 W 4th Ave #200

Anchorage. AK 99501

(907) 269-5200

(907) 276-8554 (fax)

From: Jane Pierson [mailto:Jane_Pierson@legis.state.ak.us]

Sent: Friday, October 03, 2008 10:23 AM

To: Tuck, Deneen (LAA); Waldo, James (LAA); Lidster, Karen (LAA); Hay, Linda J (LAS); Manly, Nancy S (LAA);
L»nn, Bob (LAA); Coghill, John (LAA); Holmes, Lindsey (LAA); Gruenberg, Max F (LAA); Dahlstrom, Nancy (LAA);
Samuels, Ralph (LAA); Wallen, Susan E (LAA); Gieser, Tisha (LAA)

Cc: Roses, Bob (LAA); Stoltze, Bill (LAA); Hawker, Mike (LAA); Kawasaki, Scott Jw (LAA)

Subject: Legal Opinion re: Royalty Oil Sales at Below Market Value

| thought that this was an interesting legal opinion to share, and something that we may want to address at the
next House Judiciary Committee Meeting regarding gas prices. | am currently looking at scheduling the next
meeting in Anchorage on either the 20th or 21< of October. Committee members please let me know if you are
not available on these dates and | will try to adjust accordingly

Please also let me know if there is anything in particular that anyone wants addressed

10/21/2008


mailto:ed.sniffen@alaska.gov
mailto:Jane_Pierson@legis.state.ak.us

Thank you,

Jane W. Pierson, Aide
House Judiciary Committee
1292 Sadler Way, Ste. 324
Fairbanks, AK 99701
Phone: (907) 452-1088
Cell: (907)978-5115
Fax: (907)452-1146

10/21/2008
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Topic:
FUEL PRICES; GASOLINE; LEGISLATION; PRICE CONTROL;

. Location:
GASOLINE;

September 12, 2005 2005-R-0681
HAWAII GASOLINE PRICE CAP LAW

By: Kevin E. McCarthy, Principal Analyst

You asked for information on Hawaii’s law capping wholesale gasoline prices,
including its history and the impact it has had.

HAWAII GASOLINE PRICE CAPS

History

In 2002, the legislature adopted Act 77 (Ha. Rev. Stat. Ch. 486H) which established

@ maximum pre-tax wholesale and retail prices for regular unleaded gasoline sold in
the state. The act was originally scheduled to go into effect on September 1, 2004. It
subjected wholesalers and jobbers who knowingly violated the law to a fine of three
times the amount of the overcharge or $ 250,000, whichever is greater, plus
reasonable attorney’s fees and costs as determined by the court.

The act was passed after the state settled a price-fixing lawsuit with the state’s two
major refiners for $ 22 million. The act makes extensive findings, including that “the
major oil companies have been realizing profit margins far in excess of the margins
realized in other oligopolistic and equally concentrated markets. ” (An oligopoly exists

when there are only a few suppliers serving a market. )

Under the act, the governor may suspend the gasoline cap law or any implementing
regulation by issuing a written determination that strict compliance will cause a
major adverse impact on the economy, public order, or the health, welfare, or safety

of state residents, Under most

circumstances, the suspension remains in effect until the earlier of (1) the
adjournment of the next regular or special session of the legislature or (2) the
effective date of any legislation intended to address the major adverse impact.

The act required the Department of Business, Economic Development, and Tourism

to conduct a comprehensive study of the petroleum industry, gasoline market, and
@D price controls and other policy options to lower gasoline prices. The department’

report presented a number of recommendations aimed at fostering competitive

http://www.cga.ct.gov/2005/qjt/2005-R-0681 .htm 10/23/2008
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gasoline prices. It recommended the price caps not be imposed, because its analysis
showed they would actually raise retail prices and cause other unintended negative

consumer, economic, and policy impacts.

In 2004, the legislature amended the law by passing Act 242, which found that the
problem of high gasoline prices is principally due to a lack of vigorous competition in
the wholesale market. In contrast, the legislature found that there is competition at
the retail level. Among other things, Act 242: (1) limited the cap to wholesale prices,
(2) extended the cap to apply to mid-grade and premium gasoline, (3) changed the
baseline for the cap by using the average of the spot prices on the New York, Gulf
Coast, and Los Angeles markets, (4) established price zones within the state and
allowed the Public Utilities Commission (PUC) to vary the cap by zone, and (5)
extended the effective date of the caps to September 1, 2005. The act went into effect

without the governor’ signature.

On August 24, 2005, the PUC issued its order setting caps for the period September
1 through September 4. The wholesale cap ranged from $ 2. 16 for unleaded regular
on Oahu to $ 2. 50 on Lanai. Chevron, Shell Oil, and Tesoro, the major wholesalers
in the state, and the Hawaii Petroleum Marketers Association, asked the PUC to

reconsider the order, but it declined to do so.

On August 31, 2005, the PUC issued its caps for the period September 5 through
September 11. The caps range from $ 2. 43 for Oahu to $ 2. 77 for Lanai. Also on
August 31, 2005, the PUC increased the cap for Kauai, upon the petition of gasoline
jobber, after finding that this adjustment might be needed to avoid supply shortages.

@ The PUC’s Webpage, http:.//www. hawaii. gov/budget/puc/gaspricecaps/, provides
information about the caps. As noted above, the caps do not include federal, state,
and county taxes, which amount to about 58 cents per

gallon. The caps alao do not include the dealer’s markup, which the Honolulu Star-
Bulletin estimates have been historically about 12 cents per gallon.

Impacts

Since the caps were just implemented it is too soon to determine the impact, if any,
they will have on prices or supply. According to the American Automobile
Association™ Fuel Gauge Report (http: //www. fuelgaugereport. com), the average
retail price for regular, unleaded gasoline on September 7, 2005 in Honolulu, Oahu
was $ 3. 005. Assuming the markup remains the same, the current wholesale cap
would allow retail prices to be approximately $ 3. 13 per gallon on Oahu.

It is worth noting that the increase in gasoline prices on the mainland in the year
before the caps went into effect was substantially greater than the price increase in
Hawaii during this period. On October 6, 2004, the nationwide average price for
regular unleaded was $ 1. 84, compared to $ 2. 31 in Hawaii (i. e. , gasoline was 47
cents per gallon more in Hawaii). In contrast, by August 6, 2005, the nationwide
average was $ 2. 34 and the Hawaii average was $ 2. 68 (a 34 cents difference). By
the time the caps went into effect, the Hawaii average was only a few cents less per
gallon than the nationwide average. This suggests that Hawaii is subject to market
forces that differ substantially than those affecting the rest of the country.

http://www.cga.ct.gov/2005/rpt/2005-R-0681.htm 10/23/2008
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Governor Linda Lingle has said she would suspend the price cap if either or both of
the state's refineries indicated plans to close. She also said she would suspend the
cap if Hawaii were to experience wholesale or retail gas shortages stemming from

curtailed shipments to the state.

KM: dw
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Hawaii Gives Up on Gas Price Controls

HONOLULU, May. 8, 2006

(AP) Hawaii's gasoline price coi..rols have sputtered to a stop. The island state whose drivers pay the highest pump prices in the
nation has given up on price caps after an eight-month, first-in-the-nation experiment. Some complaineu that the restrictions actually

led to higher prices, because oil companies knew they could charge up to the maximum allowed.

"In a lot of people's minds, they thought the gas cap wasn't working." said Republican state Sen. Paul Whalen, a strong supporter of
the price controls "It was hard to generate lots of support for it because we're paying more than we ever were before."

Gas is particularly expensive in Hawaii because of hinh state taxes and because of the costs of transporting oil across the Pacific.
Last fall, Hawaii became the only state to cap the cost of fuel to try to give some relief to motorists.

Under the price control legislation, Hawaii set weekly caps on wholesale gas prices. Those caps were based on the average of prices
in Los Angeles and New York and on the Gulf Coast. Then allowances were added for what it costs wholesalers to ship to Hawaii and

distribute gas to more remote islands
But there was no cap on the markup added by gas stations

With regular gasoline climbing past an average of $3.38 per gallon in the past few weeks, lawmakers sent Republican Gov Linda
Lingle a bill last week to suspend the controls. She signed it on Friday

Because the oil refiners keep their profit margins and costs private, it was difficult for even experts to say whether Hawaii drivers were
paying more or less than they would without the gas cap

"It's ridiculous. Prices jumped up 20 cents in the last couple of days," said Calvin Reddick, who paid $15for just over four gallons of
gas for his Volkswagen Beetle "Usually when you have a cap, it's supposed to freeze prices off. Obviously, their idea of a cap is

different from mine."

One study by an economics professor showed the gas cap cost consumers 5 cents more per gallon. An analysis by the state
Department of Business, Economic Development and Tourism estimated that island motorists paid $54.9 million more than they
otherwise would have in the first five months under the cap But research by cap supporter Rep Marcus Oshiro indicated the limits

saved drivers $33 million.

"It was a failure, and other experts that have looked at it have said tl e same thing," said Anita Mangels, a spokeswoman for the
Western States Petroleum Association, which represents ChevronTexaco and Shell Oil. "It was well-intended, but apparently

according to the state's own agen:;y has not served consumers well."

With customer unrest mounting, oil companies lobbying aggressively to get rid of the cap, and the November elections looming,
lawmakers felt compelled to act.

Rather than forcing down gas prices with a lower price ceiling, the mostly Democratic Legislature suspended the cap and gave Lingle,
who had opposed an' egulation of gas prices, the power to bring it back if she decides fuel has gotten too expensive. The legislators

passed the responsibility to the governor

At the same time, the new law provides for the computation of a hypothetical gas cap to let customers know what gasoline would cost

if there were price controls

Also, the law requires oil companies to make their wholesale price information public so that customers can compare pump prices with
actual costs Currently, that information is kept confidential.

On the Net
AAA Fuel Gauge Report: http://www.fuelgaugereport com

Hawaii Legislature, HB3115: http://www.capital hawaii gov

Feedback Terms of Service Privacy Statement
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Questions

Refinery Questions
1 Is Flint Hills making less gasoline in favor of making more jet fuel?

2. Did gasoline prices go up high enough when the price of a barrel of oil escalated
this past year, or are refineries still trying to recoup their losses?

3. How have environmental regulations affected refineries in Alaska?
4. Approximately, what would it cost to convert Flint Hills to natural gas?
5. What do you see the future looking like for refining in Alaska and specifically

your refiner>?

o. What do you see as the major factors that contribute to the fact that gas prices
do not come down as quickly as in the Lower 48 and lag behind the price of oil

when it falls?

Ed Sniffen/Barry Pulliam

I Why has Alaska not seen a reduction in retail motor fuel similar to what has
occurred with the price of a barrel of crude, a reduction of 50%?

2. Do you think that the definition of "disaster" be expanded to include "economic
well-being"?

3. Do you think that the legislature should introduce a "price gouging" statute this
upcoming session?

4. Should the legislature tighten penalties regarding Alaska’s antitrust laws?

5. Did gasoline prices go up high enough when the price of a barrel of oil escalated
this past year, or arc refineries still trying to recoup their losses?

6. Is the price of royally oil somewhat responsible tor die high price of fuel?

7. Should the Slate of Alaska regulate all relining and distribution of petroleum
products or would the price of fuel simply go up even higher under a regulated

environment?

8. Would it be possible to limit the price of royalty oil for in-state use. and what
affect it would have on gasoline and home-heating oiP



9. If there was more available storage would the price of gasoline be lower in

Alaska.

10. Are Alaska’s unit costs differentials inherent to smaller refineries?
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G. ALLAN VAN FLEET. Attorney

Greenberg Traurig, LLP

Houston, Texas
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COMMISSIONER IRWIN offered an historical review. In the *70s
and ‘80s, he relayed, Alaska "worked hard and diearned of getting
natural gasto market."” Considered at the time were an overland
route, an "over the-head" route from Alaska to Canada, and
liquefied natural gas (I.NG) . Me said. “"Frankly, gas prices
stopped itall - drumn price.” In 1998. he continued, the
Stranded Gas Development Art was passed, which Cotj'issionei
Irwin said was a good Act. At lie | ime. gas was around 51 pel
thousand thousand Hritish thermal .u:ts (MMBtu). The idea
behind ‘lie « was to work wl'h inieieiueu companies =« hr iciae

lhe economic gup. Five 'lI'.jpu » d' *' « ap! <at ion: n
cat- group was solocteu, and. through negotiations i droit
lisfai ror.tiacl war released May . toe a on
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inducements available to an AGIA licensee, if that

licensee

would agree to meet the requirements and make the commitments

chat the legislature deemed necessary to protect the
interest, which Commissioner Irwin said he bel eves was
decision.

1t 12:30 PH

COMMISSIONER IRWINrecollected Chat in July 2002. when
became law,the state issued a request toi application
license to be issued under AUIA. Five applications

submitted, and only the T” nsCanada application was round
complete. Commissioner t*in sa.d he and Commies, anei
Cal'-in decided tnat Ti .insf'ariada’ j net present va

.. kcirhood ot success coulc: not be evaluated ia.r.y w: tr.out
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tUKM = ' n IRWIN ..ci:d lefhfiico .ed.i a,,

arc: hyd:or.irboi: iticivf.” re.r is were !"i:n.-d W ruo.-i
PAtL oM Jiliticihte, he picie. Is Hr ‘lu.eCl

.eam.s weir counted M to indi-pcucier.t 1y eview tin
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PM
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a wise
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u
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to be
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and
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.n.iki-

I'Xist.IW
ij

<hut

That

company pies< nted a work plan that ly technically reasonable,

feasible, and specific, he rai.il. lhe p.an would .m ude the ii.e

ol tecnnolo«;y the’ ItansCanada is eeiiireiu., ur.llid lo
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pipelines in climates r.milar to Alaska's. Regarding the
schedule, he said, "lIncluding the timing of U.S. and Canadian
regulatory approvals is aggressive but reasonable and
appropriate.” He stated that TransCanada has the financial
ability to contribute equity to the project, as we 1 as to
obtain the financing necessary for construction. TransCanada
has a stror.q record of performance in developing otner large
projects and positive records ot .nlegrity and busines ethics.
Commissioner liwin said commissioners also considered whether

sufficient natural gas exists on the No:th Slope to fill the
rapae.ty of TransCntiada's proposed pipeline ‘or I yeai'
crif>rIWRH
COHN Sb'toNEh IRWIN relayed that the cunc.union nase i that
Alaska has enough non.raj gas resources to fill tlie Trar.sCauada
pipeline *'i' Rh years and fOt decade.- li.;,yiT." he added wmr.u'
il i tiui- ever, though hi'lrit Thompson — rra gas not lie
.iviii *.able for a-., project doling it.-. *n." -ivir& ‘he
A*i gee oyy. Otui 1.1 t> a :if - m't
perit .'el Inc. 0 do mode _rg *o ml . ’e wha* t r i .i.g
ru . ii,:d .f;oirp:.ori. he ..nti 'fe roue .>g .: ,ri;m .
are <. hole likely severa- :n..lIt>M .vn im
I'-- ! [I'het! p: or.. bit there UuU€ a.so Ssever.:. nu.idre lm
I dor'els 11 ru1 he mer.t r.-heii ‘he w.if e i
mja: Const*: vat ;on Coiwissru:. IACKItVI Wiiks. and told. 'Any
reasonah.e state or r.ovue bin would wan' ‘h..t iecnveied i.r"i
Comm, sr-i"her 1 win sa.tl. "Wi.it we have peel '".u i hi.' pa ' .mil
wtef. we know linlay is selm ticatitiy Hiftr'lent . We have .earned
this r.tnn* needs te lont.Inie to mdei, tar.d tiling: trom awn
Paris." lie talked about being honest .mu << >1"
legislatuM -1 know wlien tilings tmvir ch.inged. H ‘ont inu-.j :

Now. lot's say we, as a oivcieigt;. raid We a...
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waste that energy; we will waste the liquids frofr the
gas condensate; we will waste the oil; we'll just pull
the gas off.” Our problem is this field is called a
retrograde field. IThere are] over 10,000 pounds per
square inch i -ssure. The experts say it we s"ait
dropping that pressure, the liquid condensates start
falling out; we can it ally plug the field where
we'll certainly lose the liquids, hut we can also
start plugging conduct ivity so we lose the qgas. point
Thompson is a remorioous area. Wo have a lot -l
liquids. We need to tecovei their first.
[tilt -et ite teli you, when mu". now.; hit *he gr.niino
ream, it was a shock. We iitmedia; e iy ml'.Kugie , => we
fmve a gasline project m What ate wo going tc
Ann we went hark to the mode. mg. We modeler;
di Moroni volumes itilterei 1 i rut: it
it i-:ziujio.,. Gnl cor.c. is.on: we .ave i
oo *f L pr>a it | “tie  t*It- i ji‘a Utr
ifte late, ant lot 11 visw 11 n>.e a".' ma. t
end 'o move -h.s p:a i '<uward.
I'ttkKK." .PloWER IKKIL* said ilii.e . o> ) t; ceitm. uim.rt
ctir.snieied the tlain hy ‘'<e mtj' i Me-'1 .ape i"ut.
T:anrt'nr.ada Cannot -acin-ed O'.i.uufce 'if ftu i. h «c«t | ,
prou-tt [t wni.d e- R i t.m ot i i te it
cpeak ,1lU  wi et tart:a .1".a, la ‘lie st i eta 1 e
i.ltji'ts considol wlietr.e: N . it shit ' n.
1., Lm0 .t ng ,lt't . 1hi*
up,n t !itm'ir. imi. I'he eott.it I :iio:n:.i ‘en.'ig t! m In pet i'" i
elainc. against Transt’aiu.dd a.id itsaftil.ates are ex''en 1ly
weak,” and "ant the picniucers have ‘failedto uppu i ‘M'U
speculcit .ve theory.’ As a res.|t the rotnndi i aiett *i idod
that the risk litigation of this issue ‘goes not pit-sent ‘In

http://www.Icgis.statc.ak.us/basis/getjninutes_comin.;isp?hse=I I&scssion=25&comm -R...
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significant barrier” to the likely success of the TransCanada

project, including its ability to obtain financing.

1:20:59 PM

COMMISSIONER IRWIN stated that the commercial terms proposed by

TransCanaua are reasonable. The proposal provides "he ma-or
North Slope producers with several signllicanl, momnieio:al
opportunities. He said, “They ~can construct and own the gaa

treatment plant in the Kor’h Slope; mley can own an equity share

,n the TC Alaska pipeline.’ Although there are project risks.
he noted. none of their, ate -ignili ant enough to outweigh tin.
Trar.sCanada project r likeiihood ol snvess. Natural iaf, prices
are not lixely to rl iith enough to iaki the proe.'C. iii.econeir c.
he said. Sui lher"ore. he related tha' 'he :,r:k tha' *'e'e me
INSiLin. 11Cal.t 1IDO, Cei > 'm HI ! .Y, 'h> pi pOSI'll
pipeline .£ .oa. oam'ate'i m,.t ‘'lie T rei

that 'he " ate . C'.rief.l i 11 .f ate r..:1 Silow [IHlpal.le;
o'ei* ili'V,'” -p ulii, i .ape a. 4tU " lo: ajju’ 1 ma . .'’a..ada

plpe..le f,ul, 1S. 1:c =« prel.r

"MM! <1 iNEB  IF.1!1! are.* tha" 1r.iiifi'm a 1 1 - -
- able » "1 p I" p«. C- "m 'he " 'Clo

il VeMIl'.i .Li s X .. l. ll * 111 . at'C pi .11 1itl
"t .fef..lilo-i, Mid . 11, and 1.1 iahils Jikely o

| screed . He I Cell 'hat 1'elegisla' ire h.e .o I,..- p.. he,,

rhroigh other "i esentatm ' help det, w> 11, .
TraiiiiV.n.ida'r pipeline r.rop'i.ca! ir.ixiir..rer heueti's and Wi the
he:". :Pteeri'iit -1 the m'e 1tie .. oomi: te.t lal .'id
plO’eCt Lipti.i||S ..eellen to hi evil t-t' | I 11'J'etl 1ILIt lotel i

the he,,tIHU Sl'heil le eXpel I * Wni.ld reSt1*,. le 1'el.1l,0il. .1 'he
Not Il Slope. ah Llsl plalii "oLalili and the piofhiti'i plaid

He cunt 4Piled |

Using 'he same assumptions wused to analyse the It"
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Alaska project, all tNG project options resulted in
lessvalue to the state and the major North Slope
producers. In cases, it showed clearly economic, but
all cases we-e less than the North Slope producers’
route.

COMMISSI ONKK iPWIN said that although ail LNG project would be

able to Lap the higher ©prices that are seen .n Asiar. markets,

the L.NG projects have s.yni (leantly higher costs, tt.il  rbus
result in lower market potential valuelMPVI to the .ra'e ur to
the major North Slope producers. He :aul he and Comm s."ioner
Ualv.n o.d not i.nd comparative boneJ.ts its either no or
cost.*, associated with Jiit I.NO pro,oil He hlol...y. . "e, '.at

( <t hart (.len.or.slra tot: MPV e«.0-parah < t a' o<
Trai.st’c.'iaca project, L** LNGpiij.ottii would St.,. not o,
preferable 'ho 1 ra'lSl'anaiM 1llm m . Hi- expl.i., -«
atialyiisevert IE "Ji.it the 1.Nil pi bar. a mu.  .oW>"
cike.il.” A iccr-.- cnrp.ireil "u T( A. ca' M ec 7.

[ 1] 1>, j a 1*¥iCo* Lia

. - ;v i-miti- . eee 1A e ' ij<1,i*
wiiirip»af i eru .m»*ji * eir

= i*irfiti . ;M iw till e

i-'uhl  e? .U* Jioi itj.". Hi* e . el
$hi*» « ' KfOf. r «ter hfoi *L Coeow ' . o*.m
*? ' J>- j if Ji-nrke*l B >0 I R I o BN I i< "
AoJiriu:.rt»ly. ihe IN( pio’i*»/i w Il ¢ o s.-jic r*e*:* i.sn (! no*

ja “:*1li'uU exjmi e fP% Unf ' .7 drituy n A e
JAm i1<(), I'lot 1 i* I'l'j rvjiif'Si* M. ? Of! mo Mms
tVP'* o I *fi'fiaf. ptif **c «i.it y I W tit R
rime* mi*en liev%s  to MU 1/ni tii f

1*'m\2 IX

COMMIT h>NFF IKWtN Miiii'il »hn< whei esjji.irc*ci 1< = mxCi . ;e Llic

pioji'Ci , the uvt’iluim yd»*. fitx pi > | !riii.iCoU'tr.U pi ivnlet
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an opportunity for a successful LNG "Y" line. The big line, he
explained, takes care of the wupstream gas pipeline plant, as
well as a big line to Delta Junction.Me stated, "The door ip
wide open to someone whowants to cone in and do on LNG
project.’ The likelihood of success in an LNG piojecl, he
noted, is greatest when it is constructed as a “Y" line.

COMMISSIONER

IRWIN stated:

The dynamics of a piooucei-owneu and operated pipeline
are very different, as you've heaid in “he asl lew
days, than tnoco ol a thud patty owned mpel me. An
entity that produces r.atutal gas and owns the
pipeline, like ttie prod-icei pnern earns revenues
Iliro ;y> Sales S! natural Hub atld alliptliepr Ol 1
n.itui.j. N\ turn nr err;"'/ : neces =5,t .y as
Ir *1 Keep Cu: r'v. Lo Jire>l'flu’
»n'.'e  leuir.f'd ''.at a. tt.e Way '*euusjl> te .pie
Court. i you own ‘"he pipe ri r.ni sr.e oi
1jiul. J.|] pay yei.'.'el! 1>.,i le he p ‘en.
Plimicer. ! '(<m npstreui: piwiei-i own * =1l Ipi'lIlit*
We >iiVi r.m-r w- v Mc Tl of e ml L ft mil W On
lu lit>]1 » Bk G TR N | R 1 1 wawle H * il
MI* 4-11t el. . 1 1. ~* 1 pt * o y»- o < ™
fin* Tiirt.' WC/-1.cl i.f <ec.;.! 1'H* X - ir
itiut* tin :tMre myt»- w I'jli u.iM:
mkmi. Ui in-h :i-;%rj m >.m n.ie-i,
s mlm tLl,m a2 (mm - tel" I .Vt ' "
exp ore let and deyi !> add.’, iur.it t>. ice,. r.t.
Such time in the pitnlm'er ' a |eirpH.l; .. on'ir.durei 's"
n rut It ISneeds:.aty to naintuin .tuppnm volume,
through ‘'.lie pipeline,
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Now, we heard a

they might want

bit

to go bigger; they might

Page 12 of 77

of talk yesterdayabout. "Well,

want to move

gas from somewhere else in the world and do their part
here later." A pipeline company is in sync with ‘he
goals of the stace; it is not necessarily true wit; a

producer owned pipeline.

As Che 3tate, as |’ve mentioned, has experienced with
|lhe Trans-Alaska Pipeline Syste.nl (TAPS), comb ng
pipeline and 3hipper responsibilities can truly a.sc
significant harm to the slate’s interest.. Thin s
significant. For ..any ol the Same masons. [ ]
producer project suffers the risk ot being stallc by
ant trust challenger.. It ¢ rea.i'y
C'OKMISSIONKK IKWIN stated 'lat ACIA -.11 y w* ro2 e Dm
prei.ude the major Morin slope pivau eft lrmi o* mii
ojieia'ir.g 'he nat a... g,i3 pipe. me. 11 w.,3 -re "he
Ity  mlli o', ve ..(1 *ftt = or S0 Jele* lei 1 1 pi
i-iti;,a,y. --It lie: | hot; at. nlegratid ia. pirni‘io: arm
compuny.
4 I'M
1 iKNI.SICNf.I-  IPWIN .-aid were *do ne.iotl.l' a lmsrai
enml 1IlI't.n  well.- a pted >n(l|*Inn 1 itirj.ll’g lolWalCl 10
protect. Wl.at an those condi’ionr- Ve do mow mej- the
conditions weti- from. rancied q«./.." lie .r d the itlr rk " p.
Iin., w.10Llinin 'he cuiiipei , vo At IA |> nr mm
ext UIS .vi- neitot la' ions. He suoileSted  1hi* .edl-. . 1" -l Hw ft
tlionise 1lvo». why f)P and Conocol’hi 11ips Alapa.i, .r.c. ar.i. it enc-
pur lilt of anol he: gai pipeline pm fit Denali, .met I. ;»m
the timing ol that dnnouneement. He asked ’Why re tltoy
running so any ads to rnnvirn* the p,D..e ifnr- a afini
thing.-" tie af.Kedtill- legislature fu rospei llully aKk
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following question: Is their goal to destroy AGIA in the

competition, or is their goal to get gas to market in the favor

of the states interest?" He said "we" tried to analyze the
Denali plan, using the same “12 pages’ that the legislature has
seen. He related that none of the important commercia. terms of
the producer plan are defined. Furthermore, unlike Tr I'-sCanada,

the producer plan makes no enforceable commitments such as

adhering to a state timeline or achieving additional milestones.

such as applying for a Federal Energy Fegulatoiy ‘u.mmiss.or
(FEP.f) certificate, lie said there s no in!mumation oi dril:s
let alone ar, enforceable commitment to provide qoi. m m tier.
access. He said, "This makes :lkmr opi .oil, currently seest-n e I
extiernely risky t0o: the state. The produce- | an W.i Jdlero'l
*"Uside the AGIA process and rriay continue ...paia... Cu
Alask.1 efforts. We ‘five .L; the eoii.petie.nil :mW:ea)

cosm1s JIONEr  tw fi raiu .-nrtieot.e r loqi-tied ®mhn1

save its SOl Million, heiai.se the pioda iui arc go,m: < u u
tiie i irir It..lic,nl wu.us ,.nd dc:. - i.e,-u epe .--a-*- i -
1fUte y'". e o I'ei-Il mound a i)u: Lei ha e
money to: no.iro.tr el 'kiiuiiiill
mm vid ual |[V'T, then bonuses that would roi.
m mtil.ion'l would |.repo:e ".ni* ihe., te»-i in. ,t
un« i can't speak Mil them ;t Au'A fails. th«., i»

in ,i position to get much more. hut i.e one w tin «j:i

down ’**j miilion.
CtiKMISIIK.'Hhl- ~ FWiri .,aid the key i:lor 'ho s ate ‘o .. .un-
its resources andstall 'movtng "h.ngs totwatd.1 He > iml 11l
legislators not to forget  history. He stared. "Tn.s ,:t..te

rudely threw out a bunch of companies and negotiated bet. nd
closed dour3. kcguiding ihfi i-MHr million, lie said an .mpoitat.t

fac'.oi is risk and icwatd. He opined thcil the ttsk .u u unia

htlp://www. legis. state. ak.us/basis/get_minutcs_comm.asp?hsc=H&scssinn“ 25&comm=R. .. 10/23/2008
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compared to the reward, which is so huge.

1:32:43 PH

COMMISSIONER IRWIN summarized his presentation, by reviewing the

following points.: the TransCanada project is economically
viable, sound,and feasible; TransCanada has a proven track

record; extreme positive economics of TransCanada's project,
combined with the legal and political context, provide lavucuble
conditions foi attracting shipping comin.ttr.ents; and ovora 1 the
TransCanada project is .kely osucceed. Exclusive i.MC
projects uu not compete, out a "V iii:e is siyuii mant a:.u is

Doporiunity torhe state to "work between market options. lie

stated. The key for adding He rea' long iarm job:, for Aiaskan.”

is a pipeline flat encourages exp lorat lon nnu deve Inp:'iut . n
TrarsCanaiia prc -rr. will not pie<-.ude construe'] m of . yp.i_.er
p.pe. r.e. " .ue itod I:it L liny;." e wants to cr.a . —a.
a.liMcrs. 1 WOu < et.COUra'Je thelt, to by IK at | *I'pot’ v =

Or.e. which is ava. lable to bH.A.

iVKMIfi IONER IF.WIN said that similar 'n ‘fie fa.l.: JM nnie . da.:
rove : piionl Act ror.'r.in tin- produce: plan r.. n myu.n a eg
con:-:i-e ftt JdUtur.i'e the pim;ect . ih stated ti at e

Comm: inter fiaivir.'s cone.union rh.v "*his clou: vy m'.a if
w,,y > ji* He encouraged mno ’'eu : Cure *o in. *ler

i;t the tight thing 'u do fig- *be state.

L.-Hr'di I'M

CtiMNr  1t’NEK :FVII:: .stated that ultimately the matte -outs unwu

to a dec:slop ol "yews or no." He conr.:r.,.-d:
Hete’K what you get wi'h "yes': company tr.ar 1
bolieve ill ‘he bes’ il Northern America Uoing
pipelines. It s a company that works w.th these other

Page 14 of77
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companies every day; they Know how to gel gas .r,to
their pipeline. And remember Mr. Palmer saying. “We
don't own any gas, and yet we have 36,000 miles of
pipeline.”™ We get a premier comps ly in North Arne; ca.
We get firm timelines to open season; we get firm

timelines ro FEP.C certification. Ne

are clearly

moving forward. Now. when Alaska makes a new law.

in effect, by saying yes, you have

world, “Alaska is now going to pioleri open no =
companies adjust, companies understand. ilui uni..
do that, they will rather defeat AiJIA. because
you get to the no ar.rwei .
What happens if it r. "no-' in simple terms, las-"
| SalU, "They own ,s. That 'S W at ,'oj gt it
no. We wi.. watt and nope 'h e in e’ |
understand ... lhey re n ' here heiM.,.n- they
Alaska. rh<y re here <+ rake rmhey. m 'hey
look worldwide P 'r,e:der .r.ui.' . A'.aik » !
er; u'a-td ip Inr what tt.)ii let Al.tek,
business. V'e have n '".ml oath Hut 7 Iti.ih
Mir* ervienr to them: “h*/ *w, is.
CUMKIt 1IONTP IPWIN expressed spprer . it it |.n m . mm
WIi 1.it Ui-e 1* div.ng en “h | mil 1e
1:* iu PN
CHAIN MUfitil.N. rinleil that lie Jut a: > Ot-l ,t e [ 1]
aforementioned Denali piyley "why ' ".ey wile .lei'M
their nn'.wei simply wa.-.. “"Thepine of a,is." He State

told the v

appears | fidt in talkitig w it. nii'ec,™ Imanl ,

natter what the scenario, theprice o! |.1S

is t le most tin fei en:

http://vwwwv.legis.state.ak.us/basis/get_ mmutcs_comm.iisp7hse-H.fcsessioii 25&eomm=R.
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1:37.1.24 PM

REPRESENTATIVE FAIRCLOUGH stated that she is present listen
to facts and figures in order to make a successful decision ori
moving a project forward. She said she wants toknow why the
Monte Carlo approach wan chosen ovoithe Wood Mar kern:icreport
if best practice™ is involved, and whether the Wood Mackenzie
report "was not using as safe type of criteria."
COMMISSI ONER IKWrN sa. the administration's consultant:; are
qualilied to answer e<hat question and fou'u aclon-sr our ny
ttieir upcuir.ir.g tesr imoriy.
hEI'RESEIJTATIVE FAiIK’LOJGM indicated thn™ ‘the Lo J .as
told during ‘his spt-.a; cession 1t» * mi" ciei 0f. e
=1 .1.USt'aladci 0 i Itd 7 petCl,-.." it.! 1" . o: o o .
Anct.oraoe, the adrrini3tr ot l‘s cons, ..-poke it petrel.’
r, mi a! ion hr ‘or . e o .es: . eu ‘he 1 it-y
C T ) PWIN expla.fn | ‘ha* L «idR...........

ci.oiln  tr.e jm' i i*: i:do: [ e
inotho: "i.e . U” Li.-.S. > *

,l.en we W 'wl o.: T N o)

11. by | ere:.lrnje

sy.'toir. we can .lee :re vai ;a:n. f be." e myv.t

c.i:.r- .itci  ’here s hundreds i .'em.-; - >

[ » Bor. «11i" 1,1 i1 'u re Ova t.i'ed We w1ll'm! =

m leek ail Itie permutations route!.,... . v Toin-:
..... Wizir r.ifp and eha" < wh a Vm al, y eor

u. Bbwi you 1u 1., )jie wall U) 11 .paie ippi i
. tt.et was we Jidn ", ti.nikly let ir
viis rrusi and verity. We’'re ieainmi

Hui: tin  wiial you'te toid. irual ai.d u*t ; | anil

why tile siqgni 1lcarit Jittorence wr . t.l Ctinuiianti .

Page 16 of 77
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1:40:52 PM

PATRICK GALVIN, Commissioner, Department of Revenue, expanded

upon Commissioner Irwin* h response by noting Chat the
assumptions chat TransCanada used in its application were the
same assumptions used by all the applicants. The reason, he
sdid, is because [the administrationl asked the applicants r.o do
‘a project planniny effort” to identify what their costs were

according to a single pond assumption given to rre by the

attain!stration, He explained that the administrat: * was nut
asking its experts to determine what ms would * on a
part iculrir day and detent.no the economics from ‘'hat. * r.ithe:
m> Jook at the sensitivities ar?<«sL a nunt'ei thine
variables - He =xiid trie adminisciat < was trying te * ’ &y tn*
. nf pofos.n: *¥ii/ 'u the ieg.. a' .m-. T hr* L.
present Mu* *v;u-<are** gid ‘'.hen *-

i *rftc

N im<

riPRE-1EKTIiiTIVK FAJPI'LN'GH sain itM."-s” .. la
si-; » tiv. i-e. iwl  sin: wiat ivil <-ancri ) *mri.l-m

rj.iuuuh the media. i j:ii ir,*e.op:h m« :-lw.cm) o t* »m<*’
¢*ip- fd.f . .tion fuCT -'i vers .®™ *% * perr**:..t fo>m ite . %, MR ]
. mi)* e .egi.li .it* %1 7 ha. ] | N

coiii’tiutt:ui. coi-rs have neon rising a* clw.n- m, i
ye»n  for rhe ,.isr fo-a years. Jho mai* * X
‘ho. » toggles. we hood a i-ontu- m! mmi iy oi, wfnae

+otnimi 11loir..

in*: m* >vary

VeFe! T &em Wi

' o*«

REI"RI’WTNTATIVV  FAIRCLOldf* asked whether the ‘inm*at . net

sent i letrer mf Lr.ciuiry to -ho Alasxa *1 and «.x

rwuruss ion (AtKSrC about "what could be rx* rm* tU 1

Day.' and whether thoie in an answer rotated »o The* .

SV VAT RYY ARy Y

* f* 1''idhoe

hi 11: n
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cubic feet Ibcf) amount that was "presented in Anchorage as a

way to make this project successful.”

COMMISSIONER IRWIN responded as follows:

We have asked, and that is no" complete, but from
of the information we have:Point Thompson cooowill

be out for years; Prudhoe Hay will Ire aval lable

draw down.... All of our expert advise we've truer:

given is: we have ihe gas resources to nake

project happen.

REPRESENTATIVE FAIRCI.OUGH noted that Commissioner I1'wir.

the TransCa.nada application in his possession since

mr.d she asked him when he arked A'X.i'C "how much you r.

jown tor yoir economic anaiy»:s.

all

lor

m;S
has nail
Novell,uc-r.

oi.ti draw

‘mi.rMMI  a i UNEP IKWIN a:d he :lji .. n>- . that ilnri! w
hand.
>ME: -£ "MNEH GALVIN stated relief m:,ar the e:n| w..

s' a: "ed a yea: a*JO. a( ter At; A iri .. pa: .'ed. neca i-* * ‘'ha"
time. the issue hail s'u: rated jogur i.l.u potential Off -fake.
Con: ,Lla" Hffrrl ' " ‘e l.eel. —omle rootI> vel Lue T Lx
witil t?e  Ss;.e fare,I ey i. :s *he Lii*l!’. al Athlr i -1
upei.i'.e alone 'lt* oe**:: r~ , m.akinn lianiewoik where rhtjuses
wha' the at |l enr.e should he; t Hi adi dlI at I\ body N
IM'iely grain . i yes or ho ©r requer.!. that may eome i He
<out nuetl:

Anti  so. tin* exerti.e this® tiny'"."*."  been .to:'

untiertak inu :s piov [Il.r.o Wi'l. ‘lie rnnui or *

th.ey Iliirik I'tay be wi'h.n the 1 «'l lit/ ol what I'-iyi:

ye! a yes Vote, but it would lie b .etl upon ‘'lie roqgie: °

uni) the data ‘h.n wn.' ' | ierere eii
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Kathy Forrester, | think the current chairman of
AOGCC, has spoken publicly about her comfort level
with discussion of an off take in the 3. h range that
we discuss in our finding. And , that's, I think,
the furthest AOGCC is likely to go before they get an
actual application.
COMMISSION IRWINadded chat the producers, with their proposal,
certainly feelcomfortable that they can move lonward.
Furthermore, TransCanada really understands rh.3 .Mtorination"
and feels confortatde to move forward. He stated, When -
comes close to a gaslins really moving foiwarrt, the explore*ion
we'll have -n  this state will sign:ricaritly increase gas
availability."" He named the Wyoming anu Mrc.rsii Columbia charts
as examplesof 'hat growth. He adcied, "Anc don't forget, most
of our gas is found in oil basins, no' in r e on. has us.
<:1y PK
r. - o e Jt um;EEE ir n.d he vit. i
I“Vfl 1ur,” 10n eu tho 11rcruce 1 'OF if.iF L
al though, she man appreciate hear.ug 2 *no  re.e..rt-.
proil siers, I:e pjrpiso or ’he leu.riIn" .n r i
out why ‘'heirlm:m at:ft' ion is s ippo! *.:y lai.uCaimC.a
sard Tr.j:isCnn.*da has convinced thui luai.i.od r
Jlid.*It nte a  y.u .hi* prrcei'l. \od i* ni . o ‘lie
adiFii 1.ist 1a',ion has convinced net cr.ai i lili.uh .lato.-ty
a remote possibility. She clarified Hot wha: den. ' ' hen*
is spin tell rig me where pioiluci is aVo. L.ii.ir, hre i.li -1'etl
having been tcud by Ms. Fortester tliuv*x Ab'ICT aii:l "rr*rtini remty
ro retract a jrev.our. statementthat they hid u.i av.iiial le."
.She cun’, itiijeg:
Aya n, 1 |U:.lwo i.d ask ever yi.uu* who pieCerc. u 'u
talk about the project that s botore us anti '
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throwing darts at project that we don't know
anything about, as has been said by the producers. |
don't care why the producers are moving a project
forward; t care that this adjmnistration is say.ng,
"This is the next step for Alaska.” And 1 want to. on

behalf of the people that have chosen to put mp ir, ny

seat, ... make the best decision possible for Ala.r.a.
Ana so, itis important whether we have gas on the
lir.e to go into their.e. I'm not trying lie
disrespectful; 1 want to be able In push  ‘.tie g een

button and vote yes for wha'. yon re presentr,g. | .
please tell me why we nave gas from outpnsitiCn jo. 1

tot ward and not about other people

1:i9: 8 PM

OOMNISKIONE!- IRWIN expt oiser's appl or ,it ion of Fewpr a' eye
:aiirlo’gr. £ nfi-dy of thee urn mn« i dei .i comA

| rli'<* *dC't e Hi* iwli(i L1 i[f~CTi * L¥)edk-« mP1
but in convey, ftom his po.-:: ..m. why n> le, . A.orki nugl,
gas he exp.ained that re -e.tar'-i, o' tiei e.. '.ha' i v.0
morttriss loiiet frtlvtn .had to addles.- . ict'..ud Vi ‘.l.e.; pn.'cii’
| ., neranse he think; .or m. m ! -

thiltk <i.'- bet.at pt- "it. pet',-; t ] hy &« .:e
hiding in:<aP'(it Mil tropt ' egi.lotu:un.

.thill..” PM

I.'HAIK MIMCIMJ requested thu: fommlss :0' >r liw.t. proviee . tsi.
oliit  ttta' rhows tifmw ,i,.ecu™ior. n lulei e ‘tie It .Can.id,.
igoji'Cl t roe Hie and dee ., .d,.ine,. ii..i [u.iie-.. and ' in Ide
downsides mi et'tl..i tS. nor 1 IS. "I pet'll "M’S.

iih1’t0") I'M

COMMISSIONER JKWIN said he thinks he eutireadily do trtat wt'h
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the information at hand.

CHAIR HUGGINSclarified for those listening that he is
requesting from tho commissioner an overview of risk allocation

and "where you allocated those in your consideration,™ and is
requesting thatthe commissioner “reemphasize that as wo go

through the points in the documents.”

1:53:34 PM

.SENATOR STEDKAN said lhere wasa leference made not only by

Commissioner Irwin today,but by other presenters in the last
couple days to $10 hi 1llion "on gives t:om the state to the
nvi oi oil producers ir.det ‘fie previuur «itlii»inisi r<it 101, prop«»? ii
n the Stlanded lias Act.” liercca.lud that qi.i'e a hi* I that
ealculo™-0O! had to dowith i - per con™ cap.tal leuit
a.iKed i! that is rot rent .
::14:]J4 PK
mnkKP. "IN iRWIh re;;.nr.le |t 0’ ' . ..nei m a -
liel '’ 11: Me LfOli Il'e epm’. le I H o <ertHb'I.
amount of ‘. biliio:. spec. lical iy “herai. « when we mi. .lu-. i
el viex. we  rraiie up wi’l 1 I'm Lt bn e w:,f
Li'M “re.
1:i° PM
K.V . mlTh JALVIN e! j:jp.l.oi ‘I fit .on:
E<on Olio at ire tine. - h- u-’ u-"'Wam itinn
t > 'lie *on.: ei'uioaim Itill  "In* i-iit.n'iVi*m...y-".
o! if, m c'gdi,ic , /aio 'ha' wi. he riirUn'i i..e .

“

tame Ip with. IltefE of the WVnl .o * lie p!mn
undei  the i-xif-rnio er.ariu vei »e value t’le

ler j ie* unilei wliat was | ropn.a.'ii if the mo' 1'a't

I.OIl.ii PI*
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SENATOR STEDMAN reiterated that part o; that <calculation had to
do with a 20 percent capital credit, which he noted is in place
currently. He rernar/ed, "So, ... I'm not quite sure that a
c4cjht parallel with those numbers to what we’re dealing with

today is even a legitimate issue to have."

COMMISSIONER CALVIN said he agrees with Senator Ftedman that Mt

does change when you compare it with where wo are today.” He

coritinued;

Because when we look at the issue today. wh<ir wo
recognise in ‘ha* under 'ha’analyr,In *1hxe an Ly
yin:+ a gas production tax tha« was based or» aj-
rate ... in the neighborhood*r. 1 think 7 porter.*..
I: you ronpare t r*at to, forexample. e1.p *\CP > *mini
*tv-u. ’ jovi. e djiiiriu *f end »\j-vi1l pr >bab / a
e st trha*. >jld  bo ar.*&c.«: e WiVL. * » riu. Cj,i.
'»C - JOP w*U* we it.ele ptuit*- * ‘i*jii e he
tii .- .ur . Age we An; <"U * RS Sixe >=, 1.«
r.e™auso ¥ was “he * o Triv »<L-ini
r- 1 Iru r* -
1! «1% 10170 g.hi *orgx 4. - *
hoi: 3n i .osed > v . o \»*d.
a. 1 o« /" 'ra» I»*r 1 .»; e.ije*! -1 wmii.d wil :oir i
opes.
»M
iNA mK «1'trtI0IMC  S-KM* >< It *e.i \n\ o
a letoiencc o TAIC. He i a nulei jty ' leg;j.a* i lee,
that i( would Lave been u.<e t .h** = e » LmO been ia li'11,3¢
position dealing with T'AHS Over |I|he yrati.*. 1/e< trrfr *re

http://www.legis.statc.uk.us/basis/getjmnutes_comm.asp?hse=H&sossion=;25&comm=R... 10/23/2008


http://www.legis.statc.uk

Committee Minutes

concerns regarding the tariff.

the higher the tariff (is), the

state [will be]." He asked,

oil line in dealing with access

COMMISSIONER IRWIN replied that the

same: '"one is common carrier and one

SENATOR STEDMAN asked Il that.

that the .egisiature should tune

it is just n ir.inoi technicality,

could ol .y have 'lAPS lo think about .

COMMISSIONER

He said,
lower our
"How correlated is

issues?™

two

;s a substantial

in wiich case :he

IRWIN responded as (ol.owi

"We all understand:

nel back to uc as a

the gasiine to

are not regulated the

a contract carriage."

tiifference, one

in and pay attention to. Ol it

legislature

I" s actually much more imperial:' my ".no.

pipe. e in ili uaslir.e In an . line f *le
i; ; i fuc- far. hil | 1l'm

i. -port .ona h.i o «n *.e, r..
r.or isn * 'tadf* " : rr¥e iex .lid.V 1.-P. " h.ii
rr.i:.'a

I'lie ie,l/l 11 re*err'" eu . tRwe i elu, 1 1lie

e ta.11. 1 N ill-' . 7 -md -m

;11 .S Ole nA IOl Al le t > B I P I A
sxlio i 1"i i J'u e *jie ' u*

*0 t % twm ' itT*; - Vvt~ %
lin...ar le 1 e , h ' TR
p.oducer wlc 'wpx . . an mu

mjpSl le.;;  piml. win owns 1 iei..ne "l.ey iie
IHCeMed, a I pi pi lie eul’.pnti, . K< P m 1 11
bi. iiusn -it ".In" end .1 ilie year >xtij t.Kills ty
paid g.bark ro -!"miod.nei If il'i- apipcl.he
company, ttitYi r mceni .ye '‘is keep lew lot ew

exploration.
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SENATOR STEDMAN offered his understanding chat this matter would
be covered in a few days by means of representation of FERC. He
indicated chat future discussion would attempt to answer why.
for example, ExxonMobil Corporation does nor “own all rhe
pipelines In the world if It's such a sweet deai." hr said ,t
is his impression chat midstream players like Tra.".sCunacia
concentrate in building ari managing gasl.nes in a regulated
return environment, while other companies tut .nr.taite. HR o;
C'onocoPhi 11ips Alaska, Inc. - en}ey the arena ot un: eguiated
returns and seek higher rales of reL irn than they won'." get :r.
an inreg. lated pipeline.

I PM
t'OKK ftI’ JONEh  IKWIII ect'oeo i t tme
con.tiary ..ko Fxxo.uM m. W, ipora-.m
irakiri'i :tori-y no; " .irte y <tociser Lo,
pio It la with u« rates £’ ri 1 .< Lt ’
rr.j-.ey other places to aet i *th mnseire’

r-

r I'TchX/v. nu-tl It uni cortrs.i ft it L. B e !
I he tea s! i’.re th.es .= .itftiel "le tt i n t'ef.'M
tin lw.t.1 oiripa’tii\s xxoliXuP.i .a pill at mr.
ror.orf P:*.:. i Ai.ipkti, Im . W.I.. its ,i:t.  * W
rrict  t .. 1/ r:e S*»A< -»e; * i o 4ttt
ihoji* . He aci-icwl rbo*; | m 11r* «?e! -t Ugc*s [ N |
With .<c*n* ] Hii . --id  ).»* *: T Wer * Prd'»P. Hn
fiix Je ® *r 141
* (>MM IPWIN  @lor»lent 1 He 1i of 1
mdi Vidjd. iorjiairtlor. butrathei W1 Wilk.Mt
He prtid 1 know>: that ita Ol 1 ptiul'H* /I. In de
tic pii'(IXC*.C«J  Tfirtt Alaska, *1* 0 Rlrtti* U IKI » |

Ip://7www.
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increasingly desperate to figure out how to pay its bi.ls. He

emphasized:

When you're in a desperate situation, and some'.no
comes to you and says, “I will get your ga3 to iriar'tt.
but you need to help me,”™ you're position at that ‘me
is much, much harder than ii is today with he

competition we're seeing.

,1:1)4:01 PK

SENATOR STEDMAN issued a reminder that rough./ '.n.t 't

K»ot>- r. tax is coming itoil' piogrepsiv:'y. .. which ':e in;,’
adiiif..stration didn't it.e, and the . irront adir ur.j'
wanted to lower." The legislature is the entity that tood up

‘or |progress.vity,,

ih.MA. .1 -H..”, reuardbiu ,’ort" m Lwi
de. cr .pi *m’ 4 wh.it 1 clate W' 1 a* e
a.-f.eil wh.v "he state Would ami .if ore o " "
Vi-in, mMr .kso . .br-equen' iy is :ii' ®>m 'm' 1'm
11..- lie lo 'ho rtul

LR
OiHKI vSlehtf !WMN :espoi.c.ed, "TIli.it i why V> tel'
AdIA <Il.It we develop I'iUt epel'. reason >e>w,in 'f>| '11D 1" . <
nil t'.i'hei di'l.i, iU, c¢ .in. .d.i.g ‘'hai .1 . oot
fin :co el 'he cor,] any, bu' he tn ,x mlium . cmiip,.;: j w.. |
p.ntiCipal.e.
i:UH: 10 PM
PHI''K'KM'a; IVK  Hit:Kst li.lid lie would - fiimn nloiei iw :
slate | a the p>.Di:c beuct it, who' Ala.-xa may .lai.u ' uoe 1
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TransCanada says no.

COMMISSIONER  IRWIN said the biggest risk would be if
bails on TransCanada, in which case it risks S875

Furthermore, he said, the state would lose an opo

Alaska

million.

rt-access

pipeline and basin, which he said would be a tremendous loss.

REPRESENTATIVE ROSES noted that Commissioner Irwin had said he
is “"relatively comto: tab]Je that they a:e going to come to at.
open season anti that they will make a commitm.ciit.* Regarding
that commir.ment he recollected a.srupsions related tr nOCOr

that "what they leco.Tjr.endbe taiccti oil™ has a throe pac*

whether 0l not the pipe will be built. The runout.” i: be:
determines not only financial success «tui he Lt .ty of
invested but n.so has » di.ect Itnpac = whether or nol

the/ te gt/tr.g to be able to get ‘he f nuti ng it ader 1+ ne

able t' Llo the |UOQOieci ." Me Said he ueu’t: ColMti.tut ,i*'U W.II
sa/ this morr. ng '.hat .he .s not con .der.t'u 'he .ul;sc*r>'~ ed
ih,’ v be b’nught ’tit tldi),.gil ew esp , .o .. 7 a, re.
nLi Jolunr to he .ibie o*  liu. *la'. Mexp m'*t
irtdeve 1,>ppu, ".Minind ga? wher.they go to try f- n,.r mono/ ri.
1itille 2 11)), p D™ it” The' S a *pe .a‘ei . 1i 1ta’ i i
1oitt v jtntt. rite: w
COVMMI1SSI JN'IF  “1IWIN re**t imttetl tl.a' bevao.M »1 it
th.e basin. m fi in add.llon to <he lame wn
11111.i has Itab™ tie del ! |, ti.dl n . | 1l 1 Ui'
wet 11, tr.O :isk ' 1'* liei o M coi t I
; Miihk 1" 1 iitipmioi.t to that .ve hav* . sken
and have <he money ".hit tnh rhe ,ov- m.i reijeo =
thi,i-ight he leil,t lat uie hal we wi.i al’ isl
modeling Prudhoe hay as w del PointThoPtpsoii. Ve
need to know, and we re pursuing, ‘'hose issues, but
the very best knowledge of our team - the expeita we

Page 26 of 77
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feel ... TransCanada is voting - with their talent and

with their money that they

with - ... that it's worth

taking that risk.

also could go elsewhere

being here and it's worth

REPRESENTATIVE ROSES 3aid the legislature has heard repeatedly

that what drives the economics is the commitment; therefore. |If

there is a lower commitment than anticipated, the only way to

build capacity is through "the

proposition of the undiscovered

gas being put into that pipeline.™ He asked how much the

economic specialists with whom

the administration has held

discussions are willing to finance based on speculatior. on what

may be put in the line.

COMMISSIONER IRWIN replied that

can be financed."

COMMISSIONER GALVIN said this

discussed in relation to Point

off take and total reserve at

financed over 25 years, results

or 4.5." He asked, "We only have

the determination was that it

issue is one thai. has been
Thompson, ac well as not h the
Prudhoe Bay. A 4 becf line,
in 41) 50 r.cf, “"whether you’'re 4

24 known in Prjdhoe ar.d 5 or 6

outside of that outside of Point Thompson whore's the rest

of the gas? Are these guys ...

betting on the come?" He sa.d

the answer to that is yes - "if they want to assure maximum

profit."” He described a scenario in which no additional gas .s

found oi nobody else finds additional gar. that "they —can sell

their capacity to." and “they end

Prudhoe Bay production ends

decline." He concluded, "They'll

on this to justify making that

find any additional gas." Commissioner Galvin said tha" was a

significant finding.

REPRESENTATIVE ROSES said fie is

up with unused capacity as the

up going through its normal

still make suflicient profits

investment, oven it they do not

glad Commissioner Ualvri brought

Page 27 of 77
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up che Point Thompson issue, because he thinks it shows how

“that point and that field plays into all of this.'

COMMISSIONER IHWIN said the administration was very suiprisod to
discover how economicche gas at Prudhoe Day s, but he

explained char it makes sense because n much ot the development

is thero olruady. He said he suspects that when individual
companies, such as TransCanada and others "look at that." they
Know "lhe:e‘s . real strong foetKiat.on to make those risk

decisions.”

-:15:43 PM
CuKMISJSIONEF. GALVIN, in respor.S’ toKepiesentattve Roses
previous quesi ion iegarding what he m o< .. iie stale m:u i
it, d.ring open season. TiansCaiirtua wuecitle: i w, J1 w<i'K away,
offered rw; answeis. The first answer oi.ri he detein.i.d 17
its wet mg wha' *he on'. .(i.c lory. m hi- a .;it.r-,i(in . -."iK-no
it app..cat ion a, d what tenedies >f> a.a ,ihle mo the ‘alt
ela* i-on.pah.y .thould h-u:. ] [ Y i
hupoet; he ini .ti, lir i.tate wo.iiii ™ 1 oh Sritoen, [ oa.ll
money. Put aito a., tin® w 'tk pi. lut*“ "lit many piovi<ioil. a:.J
I, ,,i.m JulOt) ‘rr.1S'ie IT.he:it1 o”i.e iv.'"Lill.e 11
" ,e | . i titi a™ . ] i mo i fo'el 11 -
pon.ti ,J out Iron. Cinaih. ... d.un.".i u.t venaei .al cur' .n

. Jat ki 0. the |"l ' i'e -1 ‘hen
te .;ee 1,p to 11* 1 il 111 =
COMM'. I'INKK itAi.VIM, leuaidihu 1liron,fa mxpoiiun mi.
the slate wanted to" ".rp ot 1 al ‘'he Alm " lai 3 and no Hi a
different direcriu..” -1 iii.pnt ' apt t<iei'OM.'i.that 'mb.
damage exposnio will g nw Jl > ai n expend.1lmei, e<halio
ai l.i.illy mode to the pro’eci tliow. Ik nut-ititled:

Given i.hit It s tle-tt to the TC Alaska expend | CUli
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separate from what the state reimburses them for. and

after an open season. as it has been discussed, '.he

expenditure profile rhanges to 10 percent stare

percent TC Alaska. But that treble damages expo, ire

goes down as well; they're expending much slower.
At the end of the day ... Iwhen | we get the |
certificate anu all the money's been expended byl
the state and TC Alaska. ... the total exposure to
state. including rhe S5Q0 million, plus the ten
damages, is ... S87S 'million). But .. when wr
to an open season, at that patti‘ular point <
the state wil. have expended out ... .. "iillon

ot the SSI ‘ir.illionl that's oeer. protected tne

>c g-' to tn.it po;in, and i.r treb.e damage exp
tx-e:. three t.r-o. the Anti so. nr o' ti exp’
..t 'hat. po; r.* is - r,:..ic.. across ‘hi. 1
tin" 'a eveiyh wug ' it . "h-f

y; * >t L dIHL 0 T 1TM*

'S 1o . < 1*
Nhj. Li’C*:;  her*l ' «*le-/ A clitu f Leor *<m
sFIln*dIgKCl V. *K*t 0S; th.' 1IOliK t'l oOul 11
L Nir«- eviif’yieer ;or. »* "mic*? * rhe ? >
iE | PM
j-r.PrF "-NTATI VF Kv*:E. D1t I<®ioril * sritj.r r4 ro» %
th*e ::ulr 1Tivnil-i w 1 L*<Y/, 1i Mk} 5 m 11 el B |
- tiiiptiuyy only Qi * >r tior*.rrn.i**u  ir.u» j<
**ronoiu: r 4 »hto ,Li» itwany +hoi y o' *mMvi»  T«N*:
iiiK k ot *ri* runt i e *
L'uMKI P »NFH LAV t’OHl irtvd I*»u? L IEERIAN M M
ci*lo vheiv Ws? irjch (.lohntf “o floiei whi*si «i piojrcl
itleconom > . V«jt tout:  frkKMO uo ifi'C* ;e Qtll*-/-
»k* eriH* wolld htivi* lu idiAlljL*  lcitloi li»/ci iij
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for them to conclude that this proiect is uneconomic."’ He

clarified that if, during the open

season, TransCanada were to

conclude that the project was uneconomic, then the State of

Alaska would have to seriously Consider the project as worth

pursuing.

REPRESENTATIVE ROSES stated:

The amount ot commitment you gel for the gas is qjir.q

to determine whether 0l not

whether or not they get the

risk is involved determines

they get tise financing;

financing and how much

the interest rate that

rhey're qoing to h.-ive to pay on ‘hat money. Sc. o

though you say that you're go.,.g to have peop e it

there that are wilting ti finance on the kpeculation,

I he .noie ipecuj.i’i,*e :s, ‘he mlue *r* Pe- ¥
the highe- ‘he ,i,tei,.. .i< it ' H he
nio”"C’j *ht? Cosr ")<m * » f*0i'Oir i r * PSR,
*hsri  « w * tj\hj eUit--fi%i t]jlom
nia® onci- )i »xi - Kirtj
r <t i w L. : "ir-te m 0 —%
, %> * pi- s 1/;11 1
ir.ow i ifO.i"i * - xg w T 4 fen
Jiriithr.M tc Libif " il M«* mpi’ . [ ]
io ilitx <((nofu f wh 1 ‘'h = wh«4* - -
ftO.ii'| tu I't* i hidnjji*o 1lsiit 'a; | ,-utci'l'ii oi i I>i+ . ifs'e
rh.it WI.I t.1.1 All of M.-ISO Ity:...s:c.in.-iy - lethei
evn t«lOli'th f." * np[.< "1" I'p.i a‘e uucl
'wKK:. ""luNrp IRWIN sold Ri|.:i.ellt i'."uR"'S*n ...ipsn.jte.,
coiiei-t. lie ennf .1li.ffi:
! tlink the te,pllil'it.ri linn were it r Sk. -it
IPCI't iotietl luf,. I'hdepein.IL, on si.n"i.Ui fig in "
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obviously. We hope it goes faster, ... but on what we
anticipate, that 166 goes to 200'/. Thenext year,
36. I should round these offin big oquantities:
660. '/2b, and the 373.60 | round off to 3/ °o, rl.ar
yiveu you an idea as you're asking the progression on
it.

COMMISSIONER CA'VIIl clarified that the- information Coirinissioner

Irwin was citing was lroi slide >Ho f ‘he romnitfioners’

findings packet distributed a couple days ago.

IG'Pf- PMr Nt AT 1lvr CAPA expressed concern ‘hat n waiting m:! Ctie

end el che 60 aays of the ..pi.binod special sessions, tiio
ieo.i; .n, ruy delay tie S'art of a n.il in«. He .s>teil '.he
conn, iPSior.el m by w i'l, ta'i hi egijiiatire wi . U l'ecd
:i. otoei not to another iiiud *
I'nMMi 'LLRR M fe<: tft-it " *m T < A v
ol..! r,e , reme-ll, e " . : hi. app. u or.
because ¢ the ode o:t >ttrie usi .=¢ <h “1 c Apt . .
a ... I'e iejmye.1ltn.v ye.-.'.-rd/Ib me tr,".. . P

ij., * * 10;. ovm " j-' thei* sy S

"t . iirn*r ri‘w  that < a- woi. iri<
* i, inuh iimlh .Mli-nLiH rri.in = Jh»»wi r 1. 0 >
e it L o * o fTVMiiJe J*it
iWwy Lolel'l<  :Bv ") addl'd. w; 1< il . My o *m
wf.:«. with Tr«ilj?C.ii>Kia ar.d u-ult nri  with Mi.ilff.cr a1 M
.tlso J i hi. company.

REPRESENTATTVE UArA Magise.crnd .1 follow :p :n wi.» inn ¥ s »l*e
cnuwii®ioriortf she.. tf»y the- lollowiny: wlu-n ¢ uu* w o jlI* .y

turn.” liuw much tiisu* mifjht he suvwi, one! ww*» known**! when rh«c

htlp://www .k gis.state.ak.us/basis/get minutes__comm.asp7hsc-M&session-25&comm=rR...
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vote's going to be would also help." He said then the

legislature can nake a decision, and « wouid be encouraging

that decision to happen sooner than later.

2:2£:19 PM

CHAIR HUGGINS asked the commpsioners for the original objective
the administration had in bringing its proposal to the
legis latuze. and when that actually Happened. He *xpieiried that

he would like to "see what ‘r happened *n the iine:iiie.

COMMISSIONER IHWIN s.ud he believe:. the dde was ip. Apr He

runt inLed:

Understand when; we hod the issue ol ot ernu .ng ’no
11JG contract was not ccrrpiote. w  .riderstood we wouia
be delay:no the piter* ei ‘he | nel ,es. hi-" ‘we jSl
deterrinod it wan aPr . Pei, ff ! -d
i*ortip to the l«-g:/lar un+~ and °* m * <ai ird al/ A%
< *Alt r.OMN H.ol.in e iINT1
ptiune. We feo*11 ' was app:upfiot*l»o do that and

i' a150 iegu;:ed c.frp.

N 1y

SENATOR OFFEN .futH ~ip « . ¢ _.toe,, wwpr .jpy.i @ 1lru k -hr
.eg lal-ij'e wo .hi .:i W%y Wa, delay Pea) i jae. I ‘<«
t inyoril *o uc an*d. - »ju.d i 1 lmr<e*=- m. j

oxr fin,:iotif on Ve»»?2-our* de<*pf . mh*™>* 'Tui-.wi 'ha* *he o

Im=>i Ih%u fcif «fir i*jh* 1« anionfd /1l * Pie f.e'ie *«t

hear iritp She indicated ’ho' in! hiaiiigti fecjt' . *rd L'V *iv

.eo islat»2e wo: never tece.voo. no staged, wmo, : <nm t f’jii.h

we'ii' at a poitit when* we rieeij iu‘'*xpod te out ieaiituji iighl

of lhe schedule we've jct'U placed on. ™ She said she thinks rhe
legiklariuels reason for having »h«»In hear iwj« i not only *m
get the legislators up to speed on this «sm.'( but also t<
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ensure that the public has access to

available. as well as the opportunity

questions.

2:28:30 PM

SENATOF FRENCH, regarding gas ownership,

Alas'-ar.s believe that choosing TransCanada

all the information

to testify and ask

Said He knows a lot of

as a pipeline builder

is a bad idea, because the company does not own any uas. He
said he would like to know how many ir.ilos of existing pipelines
were built by resource owners versa:' pipe’ :e companies. and

who: her h.gher gas pr-res shift the bal.

nstri.ct.on and ownership moio attr.i'tive

or who her the regu fated rate:, o! el

ami  make p'.poiiiie

to . re: run w 1

a] way,, .+ ve as 1

disincentive to a pioduci on opd exp.oral:0l1 company when

comes to building pipelines.

F.tw.TOR FREL ‘If stated rhn* me .-.lope an
deled bl :. lie a. <\ed:

how wi,lI Ibe f.u! 1ILi* lele wi. ' m.iie.y l:uli.il .y
only fie 1lu tube o: .+ > one ia.- .pei.nc .07 .n-i
ut . tn.y b.i.i.n ro n:ir.g «fiut a..* ' ;i..rket ... lend
1 am i f1l pi old ere. rho Id *fie pr.»d*.iei.: i-let t -
b..id the pipe me ... puitlc.i 1.y i.ven ¢ nm
:S'vi.v  clufer. i-u I's.iii "hr tiii'ewor*.

ait; «m
INAT'H it (el @ 1.1l vu: *>n L
I'.ide av.i.. .e rt> mvei ybmly ;re;., ip

I'OMMIjiSI NLR i.A_V.rN .'aid si.notoi Fieinl."j

*W o1 u l-e.

t.rs'. set ot o e . t. la

would be nnsweied t.y “The f. .kb who aie ..r'ni.uly in lhe p.pel ie
In. ine;".s. tol, le h.s anil <r.s geonliun would be ai w 'y
thimadministration': legal counsel .
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2:30:50 PM

SENATOR WIELECHOWSKI, regarding availability of gas and gas off
take, asked thi commissioners if they put any weight in he fact
that the producers put in a bid undox the stranded Ga= Act and
are now preparing their Denali project, which is sini.*>r to the
bill before the joint committees. He asked if that jives the

administration any sort of confidence that there is enough gas

and gas off rake available.

COMMISSIONER ThWIN said it gives h:m a lor of ronl .fSK.r-H. He
said he ,ukes cor*ort in seeing a company |.kc r*/r iCdi.dud
looking at this proposal and being wii.isicj ro ta'-e s. * s;rks

ipfi, « ai'er have it? board dis’-:S:tjih i.ia.ul- at tirt-.*’ .c-r.cpl

Put her.tore experts involved with ’he e»: :?ntes yi'.«

.-lurvoy  (1JSG3}, troir. rhe Division of Gou.ogic.. * Ge nhysi'.u
eivices IDOLS) . and some company ti'pi m-.ofli'" ve:: m m say.no

rvjue gar .LT.o-nts aie available.

2 o PX
i In K e ti. Vyel iJ ? 1 * *
j ‘fi.it rears: D> e L. . t -
be exp id«ril, *Jp @ il.1.e., S <<

**y;«n*nce. *

CHAIR JI'-GGIKS s«iu that alt..1 . lio.ik wnu 1 one;
t..ilv.n to explain what rh.ii sei.ri*.i” and wha*

*jir what ine liujjs .ituic in o le**min iy,
vhe <osiiRU(f«« took an @ e« o lron 1i'M 1 : M
Cll.M 1-W.fj ntji "li i hdi ((jIMMJ 4 1oi>e{ AV mloa 1J-.r.
the U:i'dh tu delel answer Ino ... llugalht qiH.,.e*oii.
CHA1K [II'iu.INL* announced that eno jo.nr coiufnillico would .rui text
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from Commissioner Clark Bishop.

2:53:19 PM
CLARK  "CLICK" BISHOP. Commissioner. Department, ot
Workforce Development. offered an introduction pro

PowerPoint presentation reqarding jobs and training

the TrarisCanada project. He spoke of his experience
field. He noted that when AGIA was passed. AS
mandated Lhal a workforce must be ’rained. He stated
brought, together industry. labor, education state
and federal government. to pull m ratiting p.an together
presented to the .eutsla’ ire ... Kebr.iaiy. I'hal  It-

Phase two. he explained.is the piojrct

schedule-’ line and iy fdrategy. Plare three,
completed. w. 1 be iiainmy Capati y tiermg: out '
Phase ’tree. he .red wi.. re p .ten- .ty ’‘ram.:
and lief tie wha: their I-.i.n. i im

spec lit* i:fn el expir '

t'fihty! S.-'irifjr - HI'-'piiu  aril: =@ I'll. *ha iL* tier L f .. 1

dor.e inside rhe AnlA et.ir.-.r.q r.jitg. r.e
im.i.siij it »J an:.. he d e .. .. mu:
Lrl.-eltno tia.r.inn prevultt & m-mde"™.tr ! ’ Pi it
r.eyei cotrj: ir.tcn’ed W’ ir-ach 1' . j . He r.at-1
eve: ybody jil..11 QG trigidre: w =m Yy 1

ef ‘'invlii't the best educe-ed. ti'.” ft-lined re:
the .-it.i'e. He i*one ludi*d, It iu .’ il il.e:
lielp. ¢ iiivitt i iryl"i\ly e *e Pi ’ -1 wi
;npit HM
GUY  HK1.1, Amusing: Comm msu ioner , Pirefttir I'eti’ ra.

Division of Adminis: rative Services. Department 0:

Workforce Development tbi.WDi, gave tlie 111rr par’

PowerPoint presentation regarding jobs and training

http://www.lcgis.state.ak.us/basis/gct iriinutes comm.asp?hse-H&session: 25&comm-R. -

‘.abor s

eding a

ie.ar.ed to

-n  his

30.<170

' > he

mrum”it

‘'-at was
oSM mic.

implement*’.on >y

‘O r.e
art
-.-ejf
.’
‘ -t
t!
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che proposed TransCanada project.. He stared that theworkforce
goal for AC.IA is: "a trained and available workforce for gas
pipollne-related occupations.” He relayed that with che help of

thn steering committee and che research and analysis ieelion,
tHe department identified 113 occupations that ate the ‘'ecus lot

the gas pipeline training plan.

HR. DELL described the workforce development process, as shown

on slide 4 of the PowerPoint presentation. He .said :r.f first

step is to identity "skills yaps."which are oecjpator.s foi

which there ate nc Alaska workers available. Hesai J Drynn

Keith would expound on that. issue. He s.j 1 the the.a m ..ikes

ee|loits to I'i.ninii/o those laps i, /a: lvilit den.s. .ding:

awaiei.oss; ettoctivo labor  exr lianye. m rutting im=c0

serv.tos anti ' tij i't-ntor Sf" wiiin: gun no ' w1l

services -iCICIU:ioie anti nit- 'ii-ii.. e

XH. hfl.l direeled i 'onr 0 T'airu ly ... 1
v Whici. e m :bed ,.| 1 CO.1.1 at .ve lyr.air-

He aid m n.i a. "orrjt Us.oi'er H.shut r.o'ef m

partners t. develop a wi ir.torce i:1 | w'h na. 'tier

.n riie .tei-.T.dary rdmvif: m=m an.pio.-eedit.o

pt:'seem n-iry edur.it .ri. Ty, t>r a il na

«r plon*=*'".t .eivices. 1'i’m m r»r..lw-akert  ltrict

ro rot .t:. es puat Seconderv et riuili'i ... ‘'-n.in

skill, while "hey aie workin-.

Xi DPI, 1. mmilld I> Slide (m w): U u.Ulre;.

I'l'onoirtic  cycles ar» une dial lcriye. "hi le Alas<o i

years ufcor.set iti”e -mil steady employment yinwth e -.

there liar:  Yeon lynil rai't !lgct'iatiol w "n::i Mil- " i . 1 fiii-l

that pei.ud. Ar.ol her challenge Is the ebb and Illow o: lkr. .

yt . Hell reported trial 70,00(1 people ir.nvc in anil out Miask-i

each ye.lt 113. O Alaskans in.- Haby Hmine aye 1 e and

http://www.legis.state.ak.us/basis/get_mmutcs_comm.asp?h.se=H&ses.sii)n-25&comm- R... 10/23/2008
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will begin leaving Che workforce, while 11,000 Alaskans
each year - an indicator of the number of people entering
workforce. Athird challenge is bi awareness,

understanding of the mjobs available, not just p*ofess.onal

significant opportunities in blue collar jobs, as well,
fourth challenge .s the cost and accessibility of training.

18

the

the

last challenge relates to job barriers. F'or mxarrplo, employees
need to be drug-free, often a driver's license isrequired.
hasic skills are necessary to be employable. and certificat\on

needs to be meaningful and tinnole>iaiil ».

3:53:1*/ I'M

MF. noted tnat f*offiiniusieuoi i .".up tad e onco

t aimr.q plan, wh.cn. was derived with e<r.o s.stauo 0>

ifevrt steering ruinr:ittee; phases olle »incdd 1wo of  w/*ird*

**fart .vely tore! rorrplicted. n" »«elye» rerl  t< .Mlui Ia". .
ilides / j: of the ZXTown hoir.» , wf.ic; .v'dre”~ses and ges« :
"Kfaf Aw A I*!ta’ m, .’ he I.is" . '"I-i"tM) I'ex N!

L ICElL s iWt?enesi. (! »md iCt es»!

lievee, {mel *. n-e ren>:id ‘ra'eay, I'* fi-1 ' i
1 = mm *H ] s 1

Jt lu’e>»y. L« m ca.vi ‘fi’ r

ensure »hut by rf miar Ahi?k-'i 5 e id®’ Ce 1i,r
. tic “E L <HFem«'l, [ ] ] i1* i

[ | hi * we i ivi - e

rffi.isnn, ..m’l locking *nfciin™* . mi m , -p; * *

‘(hi( .itie" *>pI'<' tiifi:t .ei’ * -itlii bo:.. -hi . pir™i. ir.u

work Towards "1 pi .w* and on. ..*.mr . ut m»

srnml/ird.s to Tu;de "i.jii.k.-i oi *i" i** » w .inr

s to enter employ?:*!"1*1 ilice ‘lie, «x,t iii: mi,
that these is a piogiam that i. tarnied tn.s yc-ii did tmx*

otie i hasic skil.s t*ainiin in 'he *ej i j< e *mlurs* i/

jch'jul and Out-of school youth and adults.

http://www.Icgis.statc.ak.us/basis/gct_mimitcs conim.aspVhsc- H&scssion 25&coinm=R. ..
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HR. BELL said the third strategy is to increaseregistered

apprenticeships and on-the job training opportunities.
Registered apprenticeship offers a program ot work and training,

which leads to a skilled and high-paying career. The
(department | is working with employers and - through the
educational process - workers around the state to meet the goal
of the third strategy. He said, “Wedo offer frnancia. support
for training. as well as par-ral payment j! wages. .u.ect 'S
agreement by employers, to train ar.d retain workers. The
department measures the outcomes. Those measured era .nr'.ids
the number til people whoJlticco.-iatully coir.plere trn ttlitg -i.-d pro

and post training wages. The fourth strategy, Mr. Bel. ..aid. .=
"to increase training fa operations, ef-cn:.. r.ji , a;id itat ngeitm 1
workers. He stiarr-u “ha‘ another n.ccc. s slc.ry wa. a.t .t
do it'. ;ng : sirs* of *he enirir.eer tngor .ii.v ,: w=r n.v*=*, .’y of
keiska. tr Kp mi, t,-dind ot, the 'ea.siar . e Mr. a- i t
of.".":  goal. toward nni-“.lit. ra‘eyy o .ruint < - ot N
her tor ..1)  of torrti;t.no A’ lis t.tti * h.gh. 7<.. tolinirrr
iippn:’ ' e.- ui.d fa loom the . < a =m( .shotc worse* i
ensure ihoy t.avo fne eppo:t..n.ey access tr-.. It to:
iitlv.itw e; ierir opjj.tii t *re«, as >e. . e 11 fii.fr w.1'
ill'vnx -ill", *e .i-allh Cl-..-: - it . . e 11ii1
Office. Jif.flon oi Adit 1t.is' tor:ve ierv.co: r,0l,.i. emen; .! i.if

\ Wort:.ici h. veiop.T.ent LLW.n . nr'i* the sece | p.i:’

p. woil Hi' incite tot ion rel nlu't) .on atiu it i.t :tti o~ atetl m
the r ifH.sod Tr anat'finatia project. Hire stated «haf the
rlcp.u erent *s i-harge. as if ‘'winro* fc- the AtiiAnrciet *

gii.iut !y ITirldyifi'tn needs. Sne adutensed 'Ue 1:ti s ol (e oii

sh W nt.ii.jinn ng on slide 1k of the Powerpciid presentation. ‘he
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said because it is too early in the process for Research fc
Analysis to develop solid employment estimates for che gasline

project, the department has focused its research efforts on
identifying preliminary measures of current and possible -kills

gaps, as they relate to both the gas line and the economy

MS. KEITH said that. as shown or, slide 1J. the department,
working with indusuy partners, identified11l AC rA occ jpations,
which ranged from those working inthe camps, on logistics,
safety, or craft, and those operatingequipment.. I'he depot tmein
used a great dealof existing data tecc vod tioniemploys in
around the state, based on unemployment insjiance. gjujterly
reports. and annua! employer surveys. r'ui‘iheiii = m<e,
conssdet eci data del lveil *ron the permanentf ‘ldivue HI'H
to tfir potential skill sets of ind:vid ,a.s ... the i.ilr.r r-i.iu-r
An shewn on slide ;. Keiil, .ad 'l de* ti.m te li
gap, flu ili‘par truer,i.oaki-ii ut Mur nui'.bi I ill ri'r i
Alaska s labot market, She said M.ete irea iu" o‘ reason.' .
.*M'j.loyer wnj,d <« te a nor A.ar ka.o 1 f - ri.e pt ir,.ty-a

eln* ¢ 'K til « .Or.j| ./ ivnil.il 11.v i.eil WC - u '
Mia: I'l . < 1 over .t p=reel.* ke: 1 w-tc .M;tm idi-ht.- i
the rtite. whith lepiereii: n 0P M
Am: k.ilia. Tin. r~toie gap .lie -a 1 la ruth n
quantity. he said one fartei *l:ar car. be an;-, teied - the me-
et rhe | r.euir.hent wui i.lnrc,-, S M.e J.onm jii 1Cat vu m*e-
am.- they wi 1. need to In-ii-p.ittid. Aa, .n n—-k r.ta' the
till ife: from .i0l. slie noted mine - l.at. il -el r1-id oY)
iniltViil-ii ;  wi--k.tm - A" n i*.per i . 1
nuli.-t .

i 1L I'M
HEPREOEIJTATIVE CRIILHBEPC e._ked What pen el.tone m* Thi * [lii eht
,s included within ttie I(- percent He eill.-d tl.a’ e it'ait
to know whether a ir.a'oruy ot ttie older people n ' At iskinu nr
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nonresidents.

MS. KEITH said she does not have that statistic a- hand.

Notwithstanding that, she sa.d younger workers lend to move;
therefore, generally speaking. a higher percentage of the
nonresidents would he in the your.qei age qroups. In r* nonse to
a request from Representative Gruenberg, she agreed . provide

that information in writing to the members.

MS. KrITIl turned to slide 15, which lists seven or r coie
orc*upotions involved in the gasline pioiett, and ’arrayed the
data that we’ve Peer. O.st.vssirg lor ire last m'nvpio 1t

She saici she used the PFD uetinition to ierermir.o wru_t,vr or not

an if.diviciua! in a resident. which a res’iid ive j-! .nir,on
id residency. The Column rcieiring tn wi. ker age 1y ‘ai'on itup
/Otjlj, as previous./ noted. The houily waue dala snowi. >i. .-iiiae
‘ was gleaned licm surveys piod.uec: with A iSta

at.l,bua l17. "he oCt-'.flal 10il:: ,I1Sled tang. ir.ji < at ,or)e
rw.l.oi.!, to very sk:_led to nlc.h w -a /he L *ff. m* ini
rear (Il there £Il no waue 1. -o\J iat r, iiei ai.: 1
the survey response Wwic* not acequate; I Iwevei tie ...'oil het
mtie . r wane was appioxir.arely . ie:

nul.re.iilde;;* wi.ikerr., Mr.. re.'h ,a.d -lii iiteie.-. .na Im m . far
Alaska liar a.ways hollowed oi stolon worsess iloir. cla. uwi'r
when needful, whelhei it is die « 1lie .'oasoi.n..rv o fiLw
Iaiwo' oi imp.oyrent uujwih r.e-dn Unwove:. "h- ao he
stare- wr-skiorct' is net a problem wu.iquo to Al.'-ia rathe;
1?7 a ir lor.al and gl .ha. rrcc.ironce. Bin- a. > ’hat ietiencini
wr.a goon in. it ‘tie ororetrie tleor.o gt ihniy at.d r e [ y
AUiSK.a nay fir.d it much i»ni" drfficii' ta n.eer 'ho l.ipcr
r.eoil:- by 10C-I1m t r.g woikoru lrulf o>*r o! ti,,- oe cthry
dho Sfil i that militates a neon tOi Alat-t i - ?2 glow j.io.wn.
Aisilting tat Alaskans tia o* :be a r.ei-dmi ;. m  lne
occupat iorui not only he Ipa resident imd good as.air opt ion:
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and make a living wage, but ensu es,

to some degree, that the

needs of Alaska's employers are being met.

CHATR HUGGINS said there are multiple

the state currently has an initiative
Canadian engineers to operate in
recipiocity. He asked what the status

engineers concerned that

to modify the licencing of

Alaska, bur without

is ot that initia' .Ve.

MS. KEITH said she does not know the status ol that.o « ativo.

She said she could try to get the irformattor.. but explained

mha: that is something het office deer,

nut follow.

mll:1i PM
UNt-Ab  MUt.MGA. *;. ‘ant ArCAM: pn-ron‘ed -‘owet u , M
mode'i1nu ol shot t - and .0no'er ... ‘P uf-ti'.-d
or.sri .tt.on -md opeiatien of o Al fitti fiat ,r-'ti =
= acte layed ‘on' At ie.l
M d.. .. I'Xi'tf re t'l .litft "Ito .°' a- at.ti t'P
sr.c.T d me turf’ pis «.m aid o]:et.it [ A M | A T | >
p.po'i .no pro. tit. : Aia.-tka M- pr.l'.to.; out D, = -
jim»-je-:tfas the p pi'lua . le w;1-te li-tr.rd t  'lue .
1].1— a ‘'..ltuer litt-e dt. 1 ..0" a = - - - m ''e.
e T o *i, if1r L fm Iw " *i t]
up.t.ed ‘.l.a’" ".'.IS .cl , in t: s ;t P | A
x. ji,)y:elfivue: t.u ila
* it 1t of .e.'1't.l jer Tt he tioed it
r.ip.ies he ss p:ovidlng .-sto.tr.it” n.l ' t it
i, it in imi " i 11ii

MP . MIVIiiGAN. te.'tpi .IP* tj'.e." i liy I Pl B B N1V |
, xp.ul Ihitd that AhCAr>:s  s» tieitlf! un
dlihiev.nt Imi. lieutfei r-ri his hi >1 tliuv' AM'AI'IS  -m " seed
ivm.  tt.e Greek name. *Arcadia.” wnieli is i place ki-n

Plytho 1uyy in wl.n.h euitli and wa'ei wer
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He stated that AHCADIS is an engineering consulting firm

MH. MULLIGAN referred to slide 2 and stated that AHCADIS
projected employment forthe following three phases: the
construction phase of the pipeline,including theinstallation
of compressor stations, the gas treatment plant, and 1.NG
facility; the operation phase; and the exploration and
development phase, to include work on the Norrr. ,ope trur. would
be spurred by the operal ion of a natural gas pipel no. Me
referred to slide 3. labeled "Sources of Data,Model L'&ec,, and
reviewed the sources of its data. He stated hat AHC/dIIf*  .red
1n! oi Mintion t ro:r I'ranuCaf otla'u AGIA applied* ion. ttor ttie
state's consultants, and from the state Div.sion o> . Ltii do
He noteo t bat the mode u-‘ed .t mgJled ‘IJmpia::’ and a...
O! iiJIMriliy developed [iy «f;. . lore ' il.r.d wrictl

beet. privatised.

o 'K
M*, t 'LLLiOAli St t*ed ' tut* vl a Lo v

A ai.kd :t|VFift< ,rb'i f.a L tr il
iidormn*-on f or 'he Low*t -9 ft LT - oV, r*.ni !
fid :ei.
M* ~ MULLIGAN relelred * .dr- 1 ll-ep-ll 1l -+ 1. .".a <
Arm ..up' .or.;: “ eind nv owed . .;]d n-. 'mee*, ‘1
dir milt lor. eemat 'l.e a.o tr.atttH'l.t p.al 's I d.luu MI, Hu
I.Mf  faci 11;y woi.d ne ton: ': a ted LUk l<m tali ]
JJ1* eg and ' hat ‘tiomi mir.. e n !ritet i, .1
putcLojeti outside 'he fate. pMtwir.ly to e.inm.i'e u.
for wm-rod w ot taire re'uri:. or. large ex," it r i> *
rati 1L eut)IM ia lid ttie ft jje 1»a*.t Inm*I* i d,t ¢l tax 11"
label totue ter cout,* ruct lon ol all LUG trsci-.ty ill V-.Inr won. 1|
be eonstrained i*y the <ire i! ‘he '"fttip M e iod be t,,l etl
in Valdez, since the area s a yeoyr.iptl tally limited iTmi.
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referred to slide 5, labeled. “"Construction Phase Employment
Results,” and stated that any natural gas pipeline pic ectwill
create thousands of short-term jobs throughout the sta’e. Ic
offered that the largest numbers of chese construe- r, jobs
would be available during a very  biier peak pei .- olex
suggested that tor an overland pipeline. the peak .. 0d be
approximately three years ior.q. He opined that *h e sr-."'-1 could
expect three to lour years ot “employment . 'tie Hatreds
rur.ge. * followed by a couple years ot employment ".r ‘ne iow
thousands,” followed by a massive sp.ke in emp)o'/menl r e¢irrhmg a
peak, after which he numbers wo (nop o!! idJ< . He
relayed that the sr.ite might expc-" i ea*. nt tc.0CO ‘tie
year in which consL tnc* ion ,r the tNtl pro c00a p - which
would consist ol a <8-:nch pipeline from Prudhne .lay . 'a ]
and consti uctior. of nr. Lt't, facili*. v 1, handle 1 1 hr* : day.
Me po.r.ied out rhaf the LC nave m j.eat
«Ohs' r .1 * . .el. pet ju "13’ \no R > e ' 11
process mg train.-. rh««t go - - .m,
o lie ! Jl. hi'er land 1'.pel rt- . pi
pi O'lu i'is "tie:** woaid be S: 't ot 1/ tew*.. i ok
"M, in 'he pi*t e, Wi Il INVITTEI

SR
HR. MLl 1GAM  leteried | npiu.ir. iiom
Employment ftrrsu 1r ' and ® r:ir.ted r E;»’m i -xt =
s i i.pm ai iufif; jobi*. in an oveil.iMd pip.'i.ne t T
.ts.-l twithin Alas*.! and .per..ie tin. iu exiim
Pr .dime bay. He opined 'n«it .*. Lt tr LW 1
wi (1 . a. r iat'i (y ord Am'Airl wm > ' e u' Pit .

i at,-, would tie created toi a taCiil'y mt

(ha" .in tlrj option Would offer ap| ioxlitir. ly ' lJipei i'-

11 Alaska,

1: r>:L1 I'M
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SENATOR WIELECHOWSKI inquired as to whether Mr. Mulligan could

provide a

AlaBka for

breakdown of the jobs in Canada versus the jobs in

each one of his projections.

CONRAD MOLL1CAN answered that all of the jobs he is re!- rr.ny to

are jobs in

Canada.

3:18:19 PM

CHAIR HIICjlI

flve times

Alaska and chat ARCAIJIS did not project an/ obs n

INS rnqu.red as to whetherinrl jdiny 11.Cwr norrente

as ir.any obs i:iAlaska.

MR, MHIL ICAM answered that lrun an uperal ioris y*a*op:.ici .

approximately 61f jobs would be <created .n Alaska vers.s 1.G hew

ol:: In:

ar. over lane, pipeline In r oponre tri . c.tlle:

lio* by Chair H-.ouin.- Mr. Mulligan U-inl ni |

<= Imated 9 " uilw «© the IN', lac ly are | I o
.vela . f3f .mbs iitjuie.

1:1t):1/ PM

MR. KubLIiJAN, relerroi! to s ..It* f. .aiieieJ E.D Err.pi r Mow
we ..lerAr.in-il o.r iHr. iltt 'Ce.'..u .0s," itn tnte-i ]

i ;i tflii /5 Uil/AL C he ja:.  oWet fXt: o fl1

AHCAN ‘I Woee!m >»> sct'i.flt 10s. M- & i® mr

in-,. H@:r»fES  PRIF*Lir*-, wii ool 1t I=y o vS¥i'i. |

*r et 1 ' not pei (hr/ r ip-u i* . 1. -P - *
lirs i ciuw mmS ji«»io losi ‘ot aw-jCiui«» »m «* m o
dinrt  rlov** work on :ho Nor:! ‘lope mr i ixertly
\)i utlu*."tny t «a to Nilt o”* t'.i'i; pi =

;-ici'i.uMo w«is  bajoij on li«it:sCril.dibi't pluii which inc | j<ic:<rtT.".i*iry
oxp.msions .mil .ilr#o th.it  the wo>..m otfer
r L*r»Fuiitib Jut il > Him opi |1 tlicit \S<AI>r; hi’huo/u ot It
pfouvr would incite i.x|[j.mu,i> ro woik e»u tho Notch ]
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searcn 0f new natural gas to ahip on the pipeline. Referring to
the graphs, he stated that the green areain the grapri on the
left shows production from current fields at ‘1.6 Bcf per clay,

while the blue area shows the gas under each scenario. Thus,

under a nan-open access pipeline, new natural gas wo.ld begin

production in approximately 2031, while under an ope: access
pipeline - which assumes reasonable taiiffs and . vibrant
natural gas exploration and development industry beginning in
the K'orth Slope exploration and development jobs could be
generated to produce the larger blue shaded ..rea lili.a iat Itig
some jobs beginning in 2020, with the bulk : she ow
commencing i: 203 ')e

<61 ek

CHAIR HX 'N? asked lor c'fir ifu.i® m:" ol ‘tor' r>pet arc- =m
ottered ms vnderst anditig .. .ten-i HKi >a i
would tie open recess.

y.n. Khl.bldAII, .sir.o a:. LN. pf" ec s i exA.i.ptrrs 1llieied
unde! stand,-.0 ’hut f-RHC would r.ep., e e tn L mam
lariiity ot “In. e:i'l n pip- t'- be upon’eg u. or

manner : rnerefi re &*t  would friivl a. Looin,tTi ' itl"
pipeline Cap,, uy.’ He  -ini<:, "And . «'m "o il-eir
Capacity expansions ot, Mu- pipeljtu- ipst»i\im m1 the -7 ! .

:n "hat r.-si . In response "o . fellow wup it.'-Pt™ Dla. i
Huggins. 1> .lll < nrr, open acre:.-, would m!mmmm/ . ... [ rle
that wm i.u” epr.-ru*inn capacity expai.sio: s 4a .men' .o | | lew
explorers and or "hat Old no” Alet mnit:.- 1
Hi,I 1 :e1enl / low ;0 encourage tn.k. 1 expleii [ ] ew
IHit 1131 |rtS rtl.d lolp.l r expnli: 10liS."

CHAIR HUCGLMS advised that during the Ilint lay ir.ut  tilt
legisla; e will meet in Anchorage, Alaska, further d..-i ini
wodld do. neate thin and brmu greater del .rilli.ll » 1 iw
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courses of action.

3:72:27 PM

FEPKESENTA'. VE NEUMAN noted that some people might beconfused

as to whether this refeis to TransCanada's proposal oi the
Dcr.dli proposal. He pointed out that each one is an ope::-access
pipeline and would have negotiated terms. Thus. in reviewing
the scenario ot transporting natural gas from Alaska, he aid he
lclt it was important to note that both the '.‘ransCa: uin «nd

Delia] i proposals an1l lor open access pipe .ties.

MK.  -IUILILK.AN exple.ned that AhCAIJLM ..+l i:ig m -onv*-/. :m n an
employment io.ni el view, a best-i asi-'wor.-.i ca-< i i o ed a

best case scenario.

3:24 K
rtPFESENTATIVE NF "MALL lei.iteo hj.-  -i.dei stanoi rid . ‘e o
v ] jj , 1Ir...e'.i a 101 1 i»o..ed 11 11 m lit; -O.
iddiil pi c.s.nu 1 t: < =l he eg A
pi‘in‘e,: 'bar va. a- mlileu pi r., j Tl .iu.d cr.-n- -m: =
m'Ug ~i-rl, i-i- il ...g.i'ed a; : =m Wie! MI.. 0111 11
ilur int.iviie <1 m oy, bt.scil ‘.i.a- vide.t ' 1 m 1mno
[-rem He : .:;!n-! 11.q.: led - Mr Mull, gon i.e.-.-pe. t-i'p
Il 1, 11 nliit< la. pipe.IK- wa: le.e "p--i P.ii€< i -ape- g.ei
A.ask ms
M> KULbIUAN (iiiswei en  that AFf.M)l. aid r.et .my
emplovm-n' in; 1 floil il 1. -i.es tha' \ it-vVfl p ii
LB ;1 uj t110 1it'W me ludi-i-l ont 1 onetl ito d>i { p*
kKPM u: A¥I7P NI UPAS' mj.ui*a -it 'm vud » 1t on

wot.ld LAW of; oinp luyirt

MR. M'JL.L ! /N jfisw'. ftJ he would :Cu*m to »rillwe: tin
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employment effects of an in-state gas pipeline since he did not
examine that aspect. He offered to examineexploration and

development jobs on the North Slope for members.

3:25:19 PH

CHAIH HUGGINS related his understanding than any oas -o liquids,
value-added jobs would potentially happen in Alberta. He opined
that we owe it to Alaskans™ ro find out how having thal sort of
facility in Alaska might alien it.-, job hase He a. »'ed Mr.

Mulligan to look at that so the legislature would under and tMe

numbers for the labor force.

CuXKISSIONhR Bisiior said hebelieved ehc-t hi? depar Qellt ou1.tr

prov.de ina: information be‘ore 'l.e nmiy reenpve'..

it ole HK

Mh. Mtt|M<:AM  ‘e*erreu It .iole ' .ilri* eO. opera’ ' R
ij,.| j-riielit louu Im . aU'l h™' eg Inst AS. Ab! o rileil t new
pf.ciuct ion fa--.lirtc-s would be <cons-lur-su on r'a. N lrprm
He reitei.i'ed en.P elt. v, I'l be btu idfd on I n m1.. a .
pipeline t>... .if a >livel ty. wi.i'.n lot l:e L2 Jarr,
.e..al ,ri a#-- .mer. 1 1 ! pel L, ult i 1 > rA'ir*-"

-6, |ir: oper Llly

M< Mi, CM roll-" 110 e :l.do m i

Fjroioyir.ent, * and explainer: foll P A t.u .its 1 la model ;no
s jrts were ro: -he i nisi Mn.in.i .-nen.t . > essurri:g i in.: pe:
iiav Ih: o.yh.put appi ox iiiint o ly 1 exp.or at ion and
development iul.s tut :rig fife . tim>ei rami . He alleied
L1t 1 non epetl aeress p' Je. ' wit!*. . 1c" pel L.y "t il".p'.1
wonit: pllidj'r* ippiox iitmy w’ . ox| . e andg.-,, ..pr.eni
.ii.u over the 201 r' "1 timeliatne. lie opined tl.at oh
creal ion may lie rie ayeil in a non open acr-er... pipeline u.a ‘i the
char at tet tii. . of natural gas pir'luet .l arid 1 y eon. ml "Il
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plateau that could extend as

optimistic timeframe of 2016

in anticipation of that pipeline

ria‘ural gas to market.

3:28:16 HV

CHAIK HUGGINS asked for the rationale

MK. MULLIGAN answered that the

exploration

natural gas fields on the North Slope would

decline. The non open access

cxploral.on and development

fields bega.n to fall off of plateau.

as a ‘"capacity wedge” that would be available? in

Thus, that s bow- me im.ng ol

mobs was assessed.

~1i-9:10 PM

MI* I*'ILICAN referred '< . fma.
Hirp.oymen and -pined ‘tnm
;ie.-olepme:.t ob creation
pipe.ine‘sn.i:acter:srir Ph'.s,
to.isnnah cir 1l ami  r-apai-1:
translate into -obs s- ot.e: .

m emi: io. which conid r.i .so a n.-l.r,-

‘“he previ Oi.r . 1 lie. He f H.ed

LLi new .atlial Qls li*.is:i. i

[ ] 1 N xelv °0

doc‘iMii,". be pdinii-n ia[ (lint

to decline. Additionally. lie olteied
will also i.e.,*.0 maintain the existing

pool tn Alaska.

J: 1.1:11 eM

as 2026 versus a more
developmer® begins
available to airy the
the 2D26 date.
is a function of when
begin tiieii gradual
f.cena: iu assure.- that
would not begin ‘ I'm
rctoried to :'mm[ point
p.pe.i-ic.
explor .ition ami no pno:.’
inbeien
rruu 1 exp.n i- and
m- < f. ol a
. -fr pMY--r* *etr
expo:,. -ms ey
*Itana :.0e Cilie- .m
nb e.i’ n .1
0 i» niieo |
n Al... mi ‘ r.e.n
-X *r " e . .is
;my p on 1 -in ' imio:
ti.ai loot on new ul>
skill <if ml Lilfi.'
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REPRESENTATIVE FAIRCLOUGH inquired as to whether law enforcement
will be geared -p and .eady u,. uw-.bat crime sinceit takes a
long time to train Alaska State Troopers or train law

enforcement personnel.

COMMISSIONER DISHOP answered that the department lias iuentitiod

occupations, including law enforcement, tue safety, and health

as part of AGIA.

3:32:11 PM
liKPHESL."W: ATI VE FATFCI.OUCI! noted Out a 1 type. mul I ‘< spi ki-u
during ~construction ot the Tians -A.as ka Pipeline system. -ho

inquired as 10 whether the planning ptocess outl.nes t»u.oic ionui

opportunities to otfset unemployment issues ‘'hat arise at if"

er.d of the construction cycle.

f MMISFK'NEF B1EH.JP unsweteo n e ,.rrall-. w: | he tra-jlr;til».e
fn-in  cu:.::i i ii-i KH a sw* e>p. , . l. <

«,1i;,. *|.] ::ng u « J lint,: »()1 e poele ['<
FrPKi'SLHTAT I VE 1Al F<.i .9tdtl thal .me

L. itirr Kt Jif [ H .

L1, ,nm: ...e f.leler peir.-ei .: :l, « i mi pi. : 1
nee, i ado: .anal .n! :ast ruc* 0.

CI1AIF  hUGKJi:;.-.i inquiiod ,s to the iml.e: e eew I>  'hat ate

Jjrr-.fip.i'fii to no tilled ny non Al, Kans. wh: 1 tie r:

In* t«*intjsoi

NATOK  J-TK/KN*  **xpi hi:1 eor «° A <. t-mi
piuCty pool with jssis'. liK? stuilviiCo * (- lin.mc.a: »u*r'ij.
he acknowledged trial Ilie He ha: done a re.icor,ir,.e .mb
assisting high achlovoi n. However , he teci lled g-d tin
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National Conference of State Legislatures (NCSLI <Jave A.aska che
grade of an "F" in terms of fiscal assistance for its students.
He offered his desire to provide grants and scholarships to
assist students and adults. Ho inquired as to wrat the

department plans to do to help students financial y.

COMMISSIONER BISHOP answered that his departmentwi. >uk  the

legislature for financial assistance. He agreed wirrSenator

Stevens that students seeking anAssociate Degree or .n ion.ii
Kducat ion have not received much ass.star.ee. He Sfa'.eo Wal
providing chat assistance is oneof his prior ties plan;'
will  he forthcoming that wil. expat', srhoiarsliips

secondary student.a 1r. Ifie State

SKINAVOK  J37KVKN5 acknowledg'd ihat 'he m e
work. He pointed out timeit «he a-e -ur.li: . r .ame
p.i'i:. *ne nic.Mem wil' no' n" so .eg ne op .»g 1

*ake a:, er.irltivu.; amour." of mme>

CV'MXi tiSIOW'F Itl.9H"P .all’ Jeij v 1 e
Liffmimst iur-oil. and train, ng n..in -.ie err..Ml r ie- - i
fig(c.i i; fine in Alaska in w . ' lie «i' e n.i. t.m

.. th. "Jllem Stall'I'ildm P m'
plan i ror a-r about a i'.l-e = ', e ' & m !
111;:- leg.nl.i* e ,ip| :"pi a' el ini °'1le
mining and healil. ian D . : mdiicr l.a peei

tie il'p.11 r-ller.” . he .1,1. 1 m 1la I Me "ij..| e

., lie ol f leg fliilMu_ p.ail m Ut al-".*
plan. mwhlc'i prnvicreii gong foie..p. r ‘icy if.

el *ai, -| AU CtIf. flaillllig puin e 17 . v ol

oui work here going tniw..iLi. lie leti i 'hat ir wii'
lie accoriplithed. He furM opined eli-t :i.i r- -4l

count iy Is the most yucceynlul eni'i'ry on '.he planet in ilia" |i

piovides the host educated and tu-st '.Mint'd woikfercc on 'h<
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planet. He asserted that with the legislaturem help, with
his help, and with his staff s help - "we re going to put Alaska
back on chat map."” He furcher pledged that Alaska's S 300 high
school seniors and 1,500 general education developmr™. (Cf.DI1
recipients will ™"get the first shoe at these lobs."

J:16:18 PM

REPHESENTATIVE DOLL applauded Commissioner Dishop's efforts.
She expressed concern with the mimeira.te and no'e ilia takes
time to complete apprenticeship pruyrams. She inquired as to
wliethei the department can address that .ss.;e. She further
inquired as (o whether 'he workforce reeds could b"™ 7r> e/en f
Ihe programs were filiy !*.act won inn r.jlii now s.i.ce * mmstate

night on.y oe eight years ou'.

COMMISSIONER BISHOP acknowledned -hat Mir- a'ateis Wiiiec mie
Jive. He re aled It.i! ‘lie 'I>h, bi irjtone. i =rHa
.o ,. milci. whicli ha, oeen niitin.si.iny liit'eiv ie [ in i
rluv  :cl!'k 'n/ely Alaska r.eei e err ,uie empioyei f ‘ro1l.-v
Alaskan children the opportur.iey 'u ga.n ent>y .e.e,

.ttossed the need tor Alaska to make ,-uiy ¢ tfoit to! - >1
:nr inherit workers, olciej war He:s. -t esot p.ﬂ
had . ot at. the pipeline obs. He ignftl with Repi out it
I'aiiciongh, Min’ Alaska mest ‘rait. r's workers to b, ir.b.e
or ..pfit learn  job;, exp, mw*!m . anil o, [mi

ol'S or distribution sob.-, : Fa.il ,;.k hes'.,led «lI,«t
should be Alaska's inli to rrrun J'sownr *ei ft’ they in
acga.re lhe iony-"i:t ‘it-iaiy obi

1:11:15 en

U-NAii Il JY'MH. with  respect 1" il'l'ipiuci’ ‘oi ery, mei mi
ciedeiitials, noteil ‘'hat 'the Suited tates/bnnaditn, rir-1

Parilie NotthV.VM Manomic Reqg.on | HWKI- has been per Mum ny

some work on ietiprorily. lie opined that soi'e progress

http://www.legis.state.ak.u.s/basis/gct_minutcs_t:omni.asp?hse=H&session-25&eoinni-R...
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made on engineering reciprocity and <credentials. He indicated a
degree of reciprocity exists lor welder certification. To

Commissioner 3ishop he offered to provide contacts 1<r people

who have been working on rhis issue. He opined that -rganized
labor will provide a huge asset to help facilitate that process.
He noted that Alaska's Canadian neighbors have large
construction projects in ptocess and are very inter- ed in

working together on projects.

i<|t>:142. PM

CIA IK 11UGcirj. challenged Commissi u.ei lusgnp mm lasict \e il

.n facilitating rioss-border pio;ects.

COMMISSIONER QI3HOP noted Ills plans to meetWIl'n the either m

‘he Yukon Territory to seek ways . wh w'll/ila: kuns car. work i

the Y.kon Teir.".oty and vie.- versa.

i, I'M
iAm HUG* V gu. e.l a. m whet h* - | |
;i*e?  tin? pi -ell' a; foO1 'he Alaska » It m f< -je"
Solv. (i-ins to :t.oci::y itn -ra.- ea .pp-c.i, i u,
p:educe Wilke:.- tor a pip"'- pi pot.-.oi..
tOMMI JSIONuK  BISHI.M’ answered ‘Yes aU ' " lie rie:<d
tha' he ha? per; jti.i.ly beeti involved . di.c . V*lu ips m
.e: .1ye,,r.- He ftaid . MNuw, a ‘m ., ' - .o’
sct'-ei. v uutces im ted
rii> nSSIOUt W.ril 'he iq.v,. lull.
iti :0J PM
CHAIR  HI'GOINS inrionm ed that the sex’ ;e-a-Pi i.t Li.d he
Speneet Il -ie, Hiisu.- McArthur 1l.p, wno . mi. »md A ..in Am
Fleet. <jloer.betg Tlourig M.P, to: . pane, hisens iion.
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3:4b:47 PM

G. ALLAN VAN FLEET, Attorney. Greenberg

Traurig. LLP, presented

legal issues affeccing producer participation n the proposed
TransCanada gasline project. Me stated chat the panel would
focus on, "How do you get the gas?" Mr. Van Fleetproffered
that asking how to get the gas is kind ol like asking lor the
retipe for bear stew: For the stew, tirs- got a beai: for the

gas, first, gel a pipeline proposal tnm

offer transportation services at comn>er

He said although TransCanada was on the

issue, MI. Palmer has iddresseo al.

Is attractive and car

rial y reasonable rate:..

schedule to address the

the ri.eslifiPS about

TransCanada’s ability to Inn Id a p-I" 1 no cnar u >Mei
t'aiisportation at comniorc ial 1y ieasoi.it.>. races. He noted that
along with Spencer Hosie. lie wo .ii addror.- egal > sue:l 1l.al ho
a stired the producer: will Itavi t w.-or. mi:l1m
cleci: i = He noreh that he neri n'u nep: er won it ; m.
:nlo-*at .or, n:t;a:M,;.<j pre'US er ji.d p.p* r< i.e :tip- i L
.n par’to iiai . would .nidi ess soite ot rr.e ii,".’!, i; f|,.e?t. :ns Thai
.senator French A-.M-d the h dy. M hi.si- lo related. wauel
discuss the iS-.i : that atfecc the ..c :.r.shll. between tli.

rr.ee i3 -he jwr.e: of ene ot.l ,i.v: eh-

| fl, It ric 11, it- {if* VItIfl ‘ef fil >l

Hosie, .luch as :lut In' tins udvis-.o0 »>.

.He rement loned re..n ;>®.?n:p net w——-

lie said he Pe.i.ver. A0 la'l

country's oxpei ' on these issues.

regarding Mr. Hosie.

lIr =il '™
SPENCEP HOGIk, Attorney, Hosie Mr.At'

ssues al le'-:ing prr.,direr partitlpa’'....
practiced oil ind gas tor over .' year

| 'no

H o *

- .i t.imon’

1in

rl, r,ti liii tHer geta:

nr I.LP. presenred legal
......... . stood lhat he ha.
S. lie .noted that tie
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Che lead trial lawyer for Che State of Alaska for whac was Chen

known as the Alaska North Slope (ANS) royalty litigation, which

established the “right method” for computing royalties
Slope oil He offered that for the past ;0 years he
the lead outside lawyer tor the state of Louisiana

on North

as been

energy

matters, and that he lias worked with state attorneys ge-e-ral arid

the federal government. He sard that it a fail to s<i/ chat he
has been involved in dozens and dozens of oil and ga.-. attors,
not just in Alaska, but through ut | he lower 4(1. H« -user ted
hat through those Cases, he has nad the opportunity to read
mil irons of pages of oil company documents. lie op.neci ur fhr.
has given him a lairly detailed knowledge uf how -Me u 1
.ndustry chinks about upstream decisions what tac-n: “r.f.ej,
wnii-h  or.es don , a:wu: why re producer. are w.llmg ..perm
irur.oy .n cerlait. local inris. lie .aied. . s ofia M
or, y real world, me trendies experi . ¢ | bin
veiy mporf.ih* ipeci in" of tin- Noi mh lene gurl e.

.............................. * 1r  “la mm | 1l1le: eg
1 (iim |.f#i <% * vit* to A’ w.!re’ Hil
M;qgi oil nufil'i o!. #hf th iopo Hm ito- c
or S i see<it M-o Ini.downoi Wl *) H*
«.*xpcrt iso to cxp.'-id’ion d«\ ol opr *:r. t ceif'm
hydrucai bon.Huwevor ‘22 01 Loockn|- e had rha? -
o*h IN- ml fiid Q«.: | » il'livVMi il »qi < f- j
?h' ox - nli(J Je.i.si', IInlt'j 1 “oinpcir o n.eL» . *

is** Mteii oxpi'ir « ro d: lifleiitiy « jlm]e* dev-
rdi kiM .my r.y'Jj owmj. *m o « Mofi'iolu*e « i
mx . tho nil fon.jKiii:**.,; ie *:T.llou to 1 ‘mpn* e
o! any *Ul and g»? tomd «:cd £f>Id. The* . trite L%y s

i poreont. 'Hr Heknow*ody<M the*i hoy «iu' *no 1
ol tin* icydicy sitcom* duo o th«* Vi 2v piymibvs
Untiei tho oil and ans io.isi*. 10i Alaska. which 1.

i @ trtL . cjoi.0lel 1y* 1hi* pd) t.on haVo Whal 1hO C
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a relationship of mutual benefits.” Once the oil companies
entered into the lease, they were no longer free to make
decisions based on their unilateral economic best interests.
Instead, the law is clear that che companies have an obligation
to make decisions, including investment decisions, based on the
mutual interests of the oil companies and the state as
landowner. Thus, in maki.g decisions, the producers must
demonstrate due regard (or the interests of the slate as the
royalty owner. lie offered thac to conceptualize Chia is to

appreciate that the oil companies don’t have any obligation to
treat che state better than they treat themselves, bat hey

should never treat the state worse.

3:52:23 PM

HR. HOSIF. pointed out that in many situations the economic
interests of the oil companies and the state are aligned, such
as that everyone benefits from higher oil prices. He stated that

the one key area in which the economic interests of the u 1
companies tended to verge <ioif those oi the 1udowner in rcl. |
to ongoing or future development and the ooligation to spend
money. He opined that a lar.downer almost inv riably warns the

field developed in production immediately since the landowner

benefits through royalty share of the hydrocarbon sale.
Sometimes the oil companies may not want to develop a field
immediately, due to a cash problem or the opportunity to put
investment dollars in more lucrative proiects elsewhere in the
world. I'or example, if an o0il company’s return .s 40 percent n
Qatar and 20 percent in Alaska, it would i.ithcr make the
investment in Qatar and, in doing so, act as a rational economic
business. However under existing oil leases the oil companies

are not free to make decisions on their interest alone and must

consider the state, their partner.
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MR. HOSIE offered Chat che <courts have addressed this inherent.
conflict through a «court rule, which is straightforward, such
that if a given project in a given field is economic, based on
its own merits, the oil companies have an obligation to move
forward. He asked. "Why is chat?" He answered. "Because that's
the deal they made to get the i.ti*. When they came to Alaska
45 years ago, they promised to use their expertise and their

money to develop the field." Thus, he explained, the courts
review the question of whether additional development dollars

had to be spent and weigh in that if it is economic and
reasonably profitable, the oil companies have an obligation to
move forward. He noted that given the producers' duty, the

Alaska gaslinc or any Alaska project does not haveto be the
most profitable project available to the producers. The stale
is not in competition for the development dol lars giver, the pre-
existing lease obligation. He opined tr.at if the state was
attempting to Initially attract the oil industry, it would be a
different question. Under AlaFkn leases, the oil companies
agree to take risks, which is why the companies are entitled to

81.5 percent [of the value of the oil and gasl without any

guarantee of profitability.

3:56:0? PH

HR. HOSIE said:

And so. th'” extent that there's a notion that they re
entitled to a reduced risk deal in Alaska mhar is
contrary to the obligations they undertook so many
years aqo. ... What's happened in Alaska? Well, many

years ago the state went to the producers and said,

"We'd like a gasline.” And the producers said, "We'd
like a gaslinc, too, but we've looked at it and we
don't think it's economic without substantial
concessions - financial concessions from the state.”
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Since they did not find it economic,

substantial economic concessions, the

effectively said, "We don't think it's

That led to the Stranded Gas Act, che
negotiations, [andj the contract that was not approved

several years ago.

When that contract failed to <come to fruition,

statu was left with three alternatives,

none good. The first option is that chey
simply accepted the producers” insistence
concessions and "sweeten the pot."” ... but

was not willing to do that at the time.

option is that 'hey could have said, "Well.
live with your decisions oil timing, producers.
tell us when you're ready to build, and we'll
patiently until you are ready to go forward.
whatever complex of your own reasons might
when it's tine to pull the trigger . And
state wants a gasline, needs the jobs,
resource produced - turned into money -

very polarable alternative either. The thiri.
would have been to sue the producers-o prove

gasline economic and cry to compel them to
Of the three options that was. I think.

away, tire leati appealing. You never want

someone to be a partner of yours, and a

try to piove a gasline economic would

extremely protracted, maybe as long as

it would have given the producers the very thing

some felt they wanted, which was delay.

ot suing them to try to make a gasline

really was a nonstarter from the get-go.

nree options,

that wasn't a

a
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And so, this administration found a fourth way,

that's AGIA. Essentially they said, “"Well, you know,
if the producers don't find the line economic, if they
don't want to build it, let's find somebody who might
think about it differently, who might say, "You know
what, we're willing to build that line." And they

found that party, and of course it's TransCanada.

Now. the TransCanada bid is - in terms of the "duty to
develop™ analysis - really a game changer. It really
changes everything, and here's why: It moved

entire argument with the producers about whether

think the ga-.ine is economic. It doesn't matter what
their internal hurdle rates are. It doesn't matter,
lor instance, that Exxon - it was reported in the Wall
Street Journal last Friday has an upstream internal
hurdle rate of more than 35 percent. All those
questions are moot because there is a Muid petty
willing to spend the money and build the pipeline.

And that changes everything.

3:59:27 PM

MK. HOSJK concluded chat the "duty ro develop™ question
down to whethei, if TransCanada goes foiward, it’s producers
say they really don't want a third party to own or operate
pipeline, that they will not tender gas, thereby essentially

stopping the project. In other words. Mi. Hosio said.

question is whether the producers have veto power over

power pipeline by refusing the tender their gas. He slated,
"The answer is: under the duties chey have under the

no, so long as they have the opportunity to tender
TransCanada on reasonably commercial terms." He said ExxonMobil

Corporation has already recognized that it would tender

to TransCanada on reasonably commeicial terms, and he
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thinks the company has stated as much because

obligation under its leases."” He stated that that

t ue for ConocoPhi 1llips Alaska, |Inc. and the other
iroducers.

4:00:34 PM

SENATOR WAGONER offered that the legislature has heard
talk about a gas treatment plant, who should pay
et cetera. He inquired as to whether it is customary

practice for producers to deliver gas that is

meets all pipeline gas quality specifications

delivering that gas to the transporting pipeline.
SPENCER HOSIE answered yes.

4:01:21 PK

‘that is its

is equally

North Slope

a lot of

for it,

industry

marketable gas and

prior to

SENATOR WIELECHOWSKI offered that the legislature has heard a
lot of discussion about instate gas, that an instate bi.l".ec line
would not provide low-cost gas. He stated that what has
happened in Cook Inlet is that producers or gas developers set
*he gas rate for example, at Henry Hub. He related his
understanding from Regulatory Commission ot Alaska (RCA)
he rings that che rate to produce the gas in Cook Inlet is about
a dollar per mi’lion cubic feet (Mcf), but that the producers
sell the gas at 56.8C per Mcf,which is nearly a 700 percent
profit. Heinquired as to whether thesrate can compel
producers to provide low-cost gas.

MR. HOSIli: answered that the state can take its gas .-kind and
then could sell it at whatever price it elects. He noted that
it is interesting that Senator Wielechowski referenced Cook
Inlet since Che producers in the Cook Inlec have publically
stated that they are not making enough money from the sales
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levels at Cook Inlet to warrant future exploration and
development. He opined that it is hard to believe this is true,
given the figures Senator Wielechowski pointed ou because
these are older fields with the current sales realization. He
opined that what has happened in Cook Inlet is essentially what

has happened with the state in the Stranded Gas negotiations,
which are negotiations that say, "We want you to make our

economics better and, of course, conversely y<v.s worse.”

4:03:29 PH

REPRESENTATIVE GARA related his understanding that sophisticated

companies - the major producers - are not going to tell the
state that they are going to sell gas if they have an interest
in building their own line or in blocking this gasline. He

opined that it. is in their <corporate best Interest not to advise
the state affirmatively that it will sell its gas. He surmised
that it could lead to litigation ana at some point the producers
might acquiesce and tell the stale they will sell the gas. He

further surmised that they would do so because they might not

just lose the litigation, but may lose their leases worth
possibly 20 billion dollars. He opined that they are "playing
with tire by pushing this issue." Thus, he opined that it the
state finds ,l pipeline project that it likes, it seems "smart to

us not to flinch when the pioducers don't necessarily commit to

publically selling their gas. It is our expectation that that's
what they should be doing." He inquired as to whether that is a
tail assessment and, if not. why it is not.

MR. HOSIE answered that Representative Gara makes an accurate
statement. He stated that power means leverage ann leverage
means a better deal for the producers. He opineo that one would
not expect a party in a negotiation to inform another party of
its future plans or true intent, If that knowledge would

strengthen its opponent. He pointed out that th's procesr. is a
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negotiation and is ail about money. He pointed out the
importance of the state's understanding the preexisting legal
relationship and the producers’' preexisting obligations. He
stated, “No party writes on a clean slate here. They have
obligations. The state has rights.” lie pointed out that one ol
the state's rights is to insist that a project that is economic
on its own terms moves forward. He opined that i£E the
producers, after years of effort, simply decline to do so,
without the s”™ate substantially “sweetening the pot. the state

has every right to find a third party to do the very tmna the
producers have refused to do. Arid that third parly is ACIA, he
opined, and it raises questions, he said, ™about what the proper

rate of return is and how much money is sufficient and how much

money is too much."”

KEPRESENTAT1VE GARA related his understanding that if we dump
everything else and just gqo [the producer's! way, at that po.nt
mhe producersl have an incredible unount of leverage over ‘he

state to try to obtain tax concessions.

NR. HOSIE agreed that Representative Clara's assessment is
correct. He opined that once the state has left only one par"y
standing, the party in this case the producers would have
enormous negotiation leverage. He further opined tnat what

happened to the state in the Stranded Gas negotiations woild

happen again, with ever escalating requests tor concessions.

4:06:56 PM
SENATOR 3UNDE inquired as to the projected length of lime
litigation would last if litigario:, were to occur as a result of

the producers' refusal to commit gas to 'he line ot to commit to
what the state would define as "what's reasonably profitable."
Furthermore, he asked if Mr. Hosie could offer examples of how

long suits have lasted elsewhere under similar circumstances.
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HR. HOSIE answered that the precedent the state should hope to
avoid is the ANS royalty case he previously mentioned which
spanned a decade of active litigarlon. The state had the
obligation to essentially prove all the economic underpinnings
of the producers' business, including what it cost to produce
and ship oil. He recalled that it became an enormously
complicated factual fight and "that's their sandbox." He opined

that that case represents exactly the fight the state would be

engaged in if it were to sue the producers to say the state
believes the pipeline is economic and wants the producers to
move forward. That option would be leasr appealing because,
after 11, if the producers’' goal is to delay, then the state's

suing them would give them exactly what they want.

MR. HOSIE described AO.IA as . ‘'game changer.” because if AGIA is
willing to spend its money and build a pipeline, to back che
project with its equity, the only question for the producer s,
“Can | tender in or. commercially reasonable terms?" M: . Hosie

sa.d that is a far simpler question than asking whether building
che pipeline in the first place is economic or asking about the

cost of fuel or the "widget costs”™ or deciding how many laborers

to utilize. He estimated that "that piece of litigation, should
the stare ever get there, would be much shorter™ perhaps two
years rather than ton. That said, Mr. Home noted that the

Id'.ger point is to try to avoid any litigation whatsoever and to

Cry to get a pipeline built. “"That." he opined, "is why this
sort of public piocess is so tremendously beneficial.
because it gives transparency to the process.” He noted that

Representative Gatto had asked the straightforward question:

"Are the producers willing to ship over a third-party line?" He
also noted that ExxonMobil Corporation was kind enough to
answer, "Yes, we are." He added that the <corporation said that
because "that is their obligation.™ Once TransCanada is willing
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co bid, che question is whecher gas can be shipped on reasonable

terms, which Mr. Hosie opined is a much simpler and

quescion CO answer.

easier

SENATOR BUNDE inquired as Co whecher anocher governmencal

agency, such as FERC would incervene in che evenc chac

chere is

noc a commicmenc Co ship [che gas] and che slate doesn'C want to

sue.

4j11:16 PM

MR. HOSIE answered yes and offered <chat Mr. Van Fleet

address that quescion.

4:11:22 PM

would

SENATOR STEDKAf." noted “hat it appears that HP and Conoco are

moving forward with the Denali project - iheir version
gasline. He related his understanding that the produce:

to spend up to 5600 million dnd pre-apply w th FEP.C.

inquired. ‘So, how does ... this play when it appears

of a

intend

He

rhat we

actually have two of the producers that are moving forward to

build a line, versus all three of then, just flat not showing up

to build the line under your ‘duty to produce'?"

MR. HOSIE offered chat ir represents a “wonderful developrr.er." "
for the state. He echoed Commissioner Irwin's comment that
mcompetition is a wonderful thing." He opined that the
producers are serious, commit to deadlines, and move foiward,
that is a "good thing." because competi'ioi between iwo p peline
entrants can only benefit the state. He opined the
overarching question is whether the Denali project is real or s
an attempt to derail AOIA. He said he does not think that
anyone knows the answer to that question, but that is a

rel vant one.
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SENATOR STEDMAN recalled that Mr. Hosie mentioned the process
that did result in a gasline. He pointed out that the
legislature did not act on the matter and it did not move
forward. He inquired as to whether that would “strengthen or
weaken the producer's hand™ especially if the state claims the
producers are refusing to build the line when the legislature
was the entity that “refused to bless that past agreement.”

4: 13:36_ PM

MR. HOSIE responded that he thinks it would neither strengthen
nor weaken the producers"’ position, since ACJIA moved the
question, and since the state is not trying to force the
producers to build the gasline. He opined that the I'otc has
simply accepted the producers’ word that [building the pipeline)

willing build it.

is not economic and TransCanada is

that the state can sidestep all those questions

can compel the producers to come forward since Trans
willing to do Lhe very thing that ihe producers have
do.

He noted

about wr.ether it

inaria is

rmfused to

SENATOR STEDMAN inquired as to whether this process ot duty to
produce™ has ever gone forward before.

MR. HOSIE answered r.har. it has not occurred in Alaska hut has
happened in the Lower 48, and some cases go back SO years that
ask the question as to when an oil producer has an obligation to
move forward. He acknowledged that sometimes it is a small
matter such as drilling a couple of development wells. However,
he noted that it sometimes has been a matter of installing a
line to connect . slrandod lield co a preex sting pipe.,no. Ho
pointed out chat the legal answer is always the same, which is
as long as the project is reasonably economic and measured
objectively, the producers have an obligation to proceed.
Howe”u i, he caucioned that he wa°® not aware ot any case in which
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a royalty owner surd producers to try to compel them to spend
S30 billion. He opined that would be "a recipe for disaster.’
He offered chat the ’beauty of AGIA™ is that the state has found
someone willing [to build the gasline],

CHAIR HUGGINS offered that Mr. Hosie will be available tomorrow

to answer questions.

4:16:23 PM

SENATOR DYSON related chat he appreciates chat the ai'i-trust

implications will be ~covered. He recalled his conversations

with FERC commissioners, who reminded him that this project s

different than any other FERC reviews because Congress

has acted

and declared that it is in the national interest and in essence
"must be done." He offered that the legislators hove often
heard the threat of delaying lawsuits. He inquired as to
whether any venue could compel the shipping of gns while legal
questions are still being decided. He recalled that Mr. Hosie

said that a refusal to ship would be a breach of ~contract and

for less extended and convoluted than otherlawsuits.
further inquired as to whether that might be within
of FERC.

He

the purview

MR. HOSIE suggested that Mr. Van Fleet wo Id address that

concer n.

4:18:14 PM

MR. VAN FLEET, Shareholder, Greenburg Traurig, LLP. noted that

several legislators, as well as Mr. Hosie. identified what arc
essentially the contract rights between a landowner and a
producer who leases that laud, although he noted that in this
case, the landowner is the state, and the state has
responsibilities to its citirens that make the issue much
broader. He pointed out that the gasline creates a great deal
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of interest, including that of those in the Lower 48 who want
gas to heat or cool their homes. He offered to speak about the
broader public interest that is reflected in federal and state
anti-trust laws and also federal legislation that addresses

energy market manipulation.

MR. VAN FLEET shared hisbackground practicing anti-trust law
for 30 years. He stated that ho hasrepresented oil and gas
companies and pipelines, and he has sued oil companies for

withholding supply from the market. He noted he has defended

[companies] and advised them on how to avoid anti-trust laws.

He said, “"Out of longevity, more than anything. 1've been
honored by my peers in the American Uar Association.” He
announced that he will be chair of the ADA anti-trust section in
2010. He referred to a slide labeled, "Standard Oil Monopoly,”
and he noted that ironically. 2010 is the one hundredth

anniversary of the breakup of Standard jrl.

4:20:08 PM
MR. VAN FLEET referred to a slide labeled, "Anti trust
Statutes."” He explained that the anti-trust nct.s are the

Sherman Act, Sections 1 and 2, which are enforced by the 'J.S.
Attorney General acting through the Assistant Attorney General.

The Federal Trade Commission Act (FTCA), Section 5. broadly

prohibits all unfair means of competition. He offered that has
been interpreted over many years to include violations of the
anti-trust laws, and through that vehicle, the Federal 1'iade
Commission 1FTC). as well, has the authority to enforce the
anti-trust laws of the United States. He pointed out that each
stale has its own anti-trust laws. The Alaska Restraint of
Trade and Monopolies Act. contained in AS 45.50.562 - 596, s

largely the same an Sections 1 and 2 of the Sherman Act, and ir

enforced by the stale's attorney general. He further noted that
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the state's attorney general is empowered to act on behalf of
the people of Alaska in biinging actions under federal anti-
trust statutes. He said what that means is that Alaska's

attorney general can act under state and federal anti-trust
laws. Essentially. Section 1 and 2 of the Sherman Act. and AS

45, prohibit exclusionary conduct in order to maintain monopoly
power and joint action by competitors to withhold supply from
the market. He related as an example that at the turn of the
century. Standard Oil controlled 90 percent of the petroleum in
the United States. Standard Oil maintained its monopoly through
severe exclusionary conduct, such as blowing up its competitors’

pipelines.

MR. VAN FLEET referred to his next slide, whicti shows that in
1910, Standard Oil was broken up into the “Seven Sisters," and
action affirmed by the U.S. Supreme Court. The Seven Sisters,
as shown on the slide. include: Standard Oil of New Jersey
(K3S0), Royal Dutch Shell (Angio-Dutch). Anglo-Persian Company
(APOC), Standard Oil Cor iny of New York (Socony), Standard Oil
of California (Socali. Gulf Oil, and Texaco. He relateo that

Exxon and Mobil Oil merged to become ExxonMobil Corporation, arid

Chevron now includes Gult Oil and Texaco. He pointed out that
the reason to break ur the monopoly was to turn it into
competing businesses. Thus, instead of jointly deciding how

much production ought to be on the market to control prices,
companies compete with one another. He offered thai with
competition in place, if Esso kept its product oft market, Mobil

Oil could sell its product and make that money.

MR. VAN FLEET suid:

If there is an attractive pipeline that is there and
available on commercially reasonable terms to ship

North Slope gas to the Lower 48 or to Alberta to be
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sold elsewhere, and the producers say no," one might
ask. "What's going on here?" And if they all do it
together, one might ask, "What's going on here? Are

they withholding this supply from the market because
they're concerned about how that Alaska gas will
affect the prices of natural gas and ILNG in the Lower
48 and around che world where these three producers
have significant ... gas and LNG holdings?"™ We do

know this: they've looked at the question together

MR. VAN FLEET rcferied to his next slide, which shows a printout
of the web site for ICF International, Inc . a highly respected,
large consulting firm. He noted that the web site highlights

the finn's projects to attract business.

MR. VAN FLEET referred to his next slide, which shows lue.
parket studies, and he cited a sentence at the lower

portion of the slide, which read as follows:

For producers on the Alaskan NorLh Slope, ICF
International evaluated the effect of Alaskan and
MacKencie Delta gas on U.S. and Canadian gas maikets,

prices, and pipeline flows.

MR. VAN FLEET said, ".io. an> of theie anti 'f,s. enfor ™*is
might want to be asking if all che produce: s together or.,
declining to commit gas to a viable pipeline, what a2 qoing
on here?"”
TIME STAMP

MR. VAN FLEET moved on to a series of slides labeled, “Market

Manipulation Statutes,”™ and said that ir, addition to the anti-
trust laws, congress, in recently years has passed specitic
market manipulation statutes. He said FERC, specifically

empowered by the Energy Policy Act of 2005. was given enhanced
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enforcement powers over natural gas and electricity markets to

identify and punish any attempts to manipulate those markets.

He noted two recent cases vhich are pending, on appeal. In one
case, FERC imposed a 5200 million penalty, and it imposed a
nearly S100 million penalty in another —case, which is in

addition to the requirement that the gas companies return the

profits that were unjustly earned hrough market manipulation.

MR. VAN FLEET stated that the Energy Independence and Security

act of 2007 prohibits any manipulative or deceptive device or

contrivance in connection with the ©purchase or sale of «crude
oil, gasoline, or petroleum distillates. It authorizes the
Federal Trade Commission IFTC) to investigate those .(.stances

and to prescribe regulations.

MR. VAN FLEET referred to his nextslide labeled, "FT! Advance
Notice of Proposed Regulation.” He pointed out that eve. though
this deals with the liquid side of the petroleum, market, a

recent advance notice of proposed regulations gives some insight

into how the FTC looks at these issuer and how it might .ook at

the liquids market, or perhaps the qgas market, as to what it
considers might constitute manipulation. He offered that this
notice identifies "potential practices’ that might constitute
market manipulation. The FTC wants -omments the
ci rcumstanres, if any, "under which a iir.n’s lecision reyarding
supplying a market - whether to reduce, increase. or

maintain unchanged the amount if supplies should be considered
manipulative or deceptive.” He added, "So. in addition to being
a potential anti-trust problem, they’re considering that under

their new powers to prohibit market manipulation.”

4:27;46 PM
MR. VAN FLEET referred to his next, slide labeled, "FTC Advance
Notice of Proposed Regulation,™ and he explained that the FTC
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notes that regulated petroleum pipelines may not allow new
shippers a share of a pipeline's capacity when historical
shippers seek to transport more petroleum products than the
pipeline is capable of transporting. Thus, the commission is
currently seeking comments on whetner pre-announcements that
pipelines are approaching capacity straints might be a
conduit for market manipulations or deceit. He added, ‘'And it's

interesting the commentary that they add to this particular

question.
MR. VAN FLEET referred to his next slide labeled, “FTC on BP in
Alaska North Slope,” and offered that the FTC discusses its

investigation of BP's acquisition of ARCO. He recalled that the
big three producers in the North Slope used to be ExxonMobil
Corporation, BP and AKCO. He noted that BP acquired APCO and
the FTC, in order to approve that merger, required BP to divest
ARCO's Nortn Slope holdings. The holdings were divested to
Phillips, which is now Conoco Phillips. The FTC said, in its
investigation, that “the commission haa reason to believe that
BP occasionally had exported ANS crude oil to the Far East in
order to increase spot prices ‘'or ANS crude on rhe West Coast,
and that BP ber.etitted from those higher spot prices because oi
its status as a merchant marketer.” He opined that the kinds of
things that are being discussed that the state fears m ght be
happening are precisely the kinds of things the federal
government. FERC, the FTC. and the U.S. Department of Justice's

Antitrust Division a e concerned about and review. He oflered
that these agencies would be the appropriate venues to raise

questions about what may be happening.

4:29:56 PM
MR. VAN FLEET referred to hi:, next slide labeled, "Competition
Law 360," and stated that at about the same time ot the
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Anchorage presentations, someone pointed out to him that
U.S. Commodity Futures Trading Commission (CFTC) had announced
an investigation. He related that Conoco Phillips revealed
was subpoenaed. The CFCT is Investigating possible fraud
trading of crude oil futures. He acknowledged that doesn't

the companies are guilty of any wrongdoing. However, he

out that the CFCT generally reviews particular

transactions and investigates any company that it believes

fraudulently bidding up prices on contracts, which is

trading.

4:31:11 PM

REPRESENTATIVE NEUMAN pointed out that some of che inior mation

provided, such as whether ANS crude oil is shipped to

,ast, seems to discredit some of Lhe larger producers.

inquired as to whether Mr. Van Fleet could comment on rr.u = loci

of lawsuits.

MR. VAN FLEET responded that his testimony is not meant to

producers.” He related that he has worked with general

of major oil companies such as ExxonMobil Corporation
ConocoPhiilips Alaska. Inc. He opined that the state

want to rely on federal or state agencies to force .producers.
into taking action on the pipeline. He surmised

producers will be aware of the possibility of federal

action if they do not have a rational economic explanation

their actions "except for keeping product off che market

delaying il as long as possible.”

MR. VAN FLEET, in lurthet response CO Representative

answered that he is working for the attorney general.

4:33:36 PM

REPRESENTATIVE OLSON inquired as to whether he could
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two companies that are currently under appeal.

MR. VAN FLEET answered that the producers are not any of

producers.

4:34:24 PM

CHAIR HUGGINS noted that that in the interest of time,

bring up that question tomorrow for presenters to address.

4:34:34 PM

SENATOR BUNDE pointed out that Iproducersd booking

before the U.S. Securities Exchange Commission would be helpful

for the producers' stock portfolios. He opined that

reserves would represent a do facto acknowledgment

is marketable or profitable. He recalled that some attempt
beer: made to book reserves. He inquired whether producers
hint at reserves since actually booking the reserves

illegal unless the producers could bring the gas to market.

MR. VAN FLEET responded that it not his area of expertise,
stated his understanding that the producers cannot book

in order to boost their balance sheets while simultaneously

acknowledging that it is not economically feasible

reserves to market. He recalled Mr. Hosie'a testimony
the prospect of losing the reserves because they are

developed would have a greater impact on the financial

of the producers. He spoke of an expectation for

“not to lose both the Wall Street benef t <is well

physical gas."

4:36:25 PM

REPRESENTATIVE GRUENBERG inquired as to whether improvements ate

needed to update Alaska's statutes.

booking the

rationality,

Page 72t)F77
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HR. VAN FLEET answered that he has reviewed Che Alaska scacuces.
He scared chac in recent years, Congress has increased penalties
Co a maximum of up to 10 years in prison and fines of up to $100
million for violation of federal anti-trust statutes. He said

Alaska's statutes provide for a misdemeanor and small fines for

violation of anti trust statutes. He opined that while the
civil consequences and civil recovery for violation of Alaska's
anti-trust statutes could be huge, the criminal penalties are
weak.

4:37:50 PM

REPRESENTATIVE GP.UENBERG related his understanding that a new
Beries of tederal laws have been adopted. He asked. "Does that

preempt the field; should ti mstate be looking at filling any

gaps there?"

MR. VAN FLEET answered that Che state could always look i

“filling in the gaps.” He stated that approximately is years
ago. the U.S. Supreme Court held r.har the nationwide p.rview of
federal anti-trust statutes does not preempt the states from
enforcing their own laws. He said this occurred in the context:

of a merger that the federal anti trust authorities had approved

and were not going to challenge. However, he offered his belief
that this did not prevent California from raising it3 own
objections under its Cartwright Act. even though that would have
had immense national implications. He related that the states
arc free to act under their own anti-truBt laws, regardless of
whether the feds act under theirs. Mr. Van Fleet noted that
since the Reagan Administration, when there is a matter ol
national importance chat is also particularly important to an
individual state or group of states, very often the federal
anti-trust authorities will work with the states’ attorneys
general. either one or several, through the National

http://www.legis.state.ak.us/basis/gct_minutes_comm.asp?hse=H&session-25&comm*R... 10/23/2008


http://www.legis.state.ak.us/basis/gct_minutes_comm

Committee Minutes Page 74 oT77

Associations of Attorneys General, which ho- a specific anti-
trust committee. So, he said, the cooperation of federal and
state governments is something that is well entrenched and a

tradition in anti-trust enforcement.

ja5L:_16 EM

REPRESENTATIVE KERTTULA inquired as to whether Mr. Var. Fleet's
quote that the FTC believes that BP is occasionally exporting

ANS to increase spot prices came from the FTC decision.

MR. VAN FLEET answered that he was not sure if that information

was contained in the decision on tiie merger. whet er that
information is in the consent order in which BP agreed to divest
the ANS holdings of ARCO. He recalled that the information is
described in the live request for comments on their advanced
notice of proposed rule making. He offered that the rV pointed
out that that, was the type of market manipulation that it saw
during its investigation of the merger, and is something it
wants to considei as "being within their enforcement powers
under the new market manipulation statute."” In response to
Representative Eerttula, he noted thar notices of advance

proposed regulations can be found on the FTC web site.

4:<10:S7 PM

REPRESENTATIVE  FAIHCI.OUGH recalled that Mr. Hosie stated that

Alaska could take its royalty in-kind irt oil am. then sell that
oil or gas onto the market for any price it so desires. She
inquired as to whetho. that’s true since she further recalled

that the state previously researched that matter duiing the

closing of the Agrium plant and found that the state did not

have that ability.

MR. VAN FLEET answered thar he is not prepared ro answer that

question without first conducting signiiicant research. lie
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said:
Alaska, like other landowners inother stares, has the
option - and, as 1 recall, under the Stranded Gas Act
was going to have the requirement - to take gas in-
kind. Now, if the state has the option or the
requirement to take gas in-kind and it can't sell it,
well, that's not a very good deal and <clearly there
must be some opportunity to dispose of that. But as 1
say, that is not something I've researched and fl1

would be misleading this body if | were to pretend

expertise on that

4:42:54 PM

REPRESENTATIVE FAIRCLOUGH recalled that it was on record from
Mr. Hosie that Alaska could sell the commodity for any price it
wants. She offered her belief that ir. Alaska it would have to

be at a competitive price to others in the market.

CHAIR HUGGINS interjected that he will follow up with thp

administration and Mr. Hosie.

MR. VAN FLEET elaborated that the anti-trust laws display bar, c

faith in the market. He said that the anti-trust officials
don't want to be in the business of setting prices. Thus, it is
extremely rare that, anti-tri.st laws will examine the prices at
which a particular company is selling its goods, its products,
and its services, he stated. He pointed out that the ar.r.i trust

olficials become involved only whor. a company has monopoly power
or a dangerous probability of gaining monopoly power and sells
its product below cost. He offered char when it is clear that:
the company's motive is to put Bomeorie out ol business at chat

below-cost price, it is then that the anti-crust officials

become involved in pricing.
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4:44:37 PH

REPRESENTATIVE FAIRCLOUGH expressed her concern that if the
state could offer its gas at below market value, chat action
might create anti-trust problems for the state. ‘he stated on a

separate matter that one of her constituents informed her chat,
the Texas Railroad Commission based an allocation for access to

a pipeline ofc proven reserves. She related her understanding
that access to pipelines is based oh contract versus common
carriers. She inquired as to whether Mr. Van Fleet could speak

to the issue of access to pipelines based on proven reserves.

MR. VAN FLEET responded that is not fundamentally an oil arid gas
lawyer and is not familiar with those commission regulations He
added, "It would be strictly intrastate pipelines, and : don't

think we have many of chose anymore.” He said that regulation

would bo up to FERC'.

4:4b:55 PM

CHAIR HUGGINS inquired as to whether there were other questions

and there were none.

MH. VAN FI.LEET concluded his presentation by offering that, he s

not here “to bash oil companies and gas producers.” He noted
that he has worked for them, has advised them, and has many
personal friends in the industry. He said:

These are serious matters that come into play beyond
the simple private relationship between the state as
landowner and the producers as the ~contracting
producer and are something that make this of interest
beyond Juneau, beyond Alaska, and of interest to us in
the Lower 46, as well, and I do thank you for your

time and your attention.

4:46:',.6 PM
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CHAIR HUGGINS announced that this <concludes the presentations
for the day. He noted that the meeting would resume at 10:00
a.m. tomorrow and that the committee would take up follow-up
questions for Mr. Hosie, followed by regulatory and commercial

issues, and LNG economics.

DRAFT

ADJOURNMENT

There being no further business before the committee, th.”> Joint
meeting House Rules Standing Committee and the Senate Special

Committee on Energy meeting was adjourned at 4:41 p.m.

DRAFT
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House Judiciary Committee meeting
September 10,2008
Fairbanks Legislative Information Office

Representative Ramras, House Judiciary Chair convened the hearing at 9:16 a.m. by
welcoming those in attendance.

Members of House Judiciary Committee:
Rep Gruenberg, Rep Holmes, Rep Dahlstrom (on line), Rep Coghill

Other Legislators:
Rep Hawker, Rep Guttenberg, Rep Kawasaki, Rep Roses

Ed Sniffen, Senior Assistant Attorney General

Rick Solie, Conoco-Phillips;

Jeff Cook, Flint Hills; Mark Gregory, Flint Hills; Alan Hallock. Flint Hills; Mark
Palazzo, Flint Hills;

Kip Knudson, Tesoro;

Doug Chapados, Petro Star

Representative Ramras asked ihe first speaker to come forward and address the
committee.

Lois Hein, Co-owner Riverview Quick Stop
1316 Badger Road, North Pole, AK 99705 (Business address)

Lois stated that a few weeks ago they called for gas and could not get it, because Flint
Hills was slowing production. At that point we had to close our pumps. | called around
to find out what was happening. If they could not get gasoline it would have to be
shipped up from Anchorage. For a small quick stop not having gasoline, especially in
bad times, makes it even worse.

People that come into the store have been signing a petition against high fuel pric in
Fairbanks, even though prices are going down all around the other states. She saw a 20
cent decrease a few weeks ago and then another 8 cents when the gas tax was taken off.
She is glad the investigation is being conducted; people feel they have no recourse. We
see a lot of people that are going to have to move. The petition has approximately 146
signatures. She was going to forward them to Sarah Palin, hoping she is not too busy.
She would like to give them to Rep Ramrus.

Rep Ramrus said that he would take the petition and have copies sent to appropriate state
agencies.

Lois -wants to be able to tell people something is happening and that they have a voice.

Rep Holmes -where does your gas comes from?



Lois -it is delivered by Alaska Petroleum from the Flint Hills refinery.
Rep Holmes -has this been a problem in the past?

Lois -never.

Rep Gruenberg - has been looking at some of the other states that are considering anti-
gouging legislation, but most seem to trigger their protections on a declaration of a state
ofemergency. At least one state has amended their legislation to broaden the definition
of“state of emergency” to include economic emergency. If a situation is bad
economically, the governor can declare a state of emergency. Do you think it would be
appropriate for us to consider that there could be an economic emergency to trigger
protection?

Lois -there are people who do not pay their bills and with all the rising prices in the
grocery store, it is costing everyone more. Vendors are raising their prices 3 or 4 times a
year. People can’t afford to live here.

Rep Gruenberg - do you know how much the prices have been raised?

Lois -we raise them every week, but we are still having a difficult time buying product
for the store because of increased prices.

Rep Gruenberg - how much has it increased in the last week.
Lois - about $1.00 - the price is now $4.38

Rep Ramras - can you comfortably tell us what your margin is - pennies per gallon;
what is the fee if you pay by credit card, and what you estimate your volume is in relation
to big box stores?

Lois - we put 20 cents a gallon on gas, credit card prices are 5 cents more. That is the
same with diesel. We used to sell about 700 gallons a day and now its about 300 gallons
a day. | think that is because people arc driving less. We are 20 cents higher then they
are in town at places like Fred Meyer and Safeway.

Rep Guttenberg - when you call your distributer and they tell you it is not available, do
you get a reason?

Lois - | have never gotten that response ever before. It has always been available. That
morning | was told to call back later. | called back later and they explained there was a
problem at the refinery and it was a little later we discovered that production had stopped.

Rep Gruenberg - for the record and information - when | mentioned that the definition of
disaster was expanded it is in House Bill 653 from North Carolina and is in the packet.



Rep Ramras asked Lois to leave signatures with Jane and copies will be sent to
appropriate state agencies. He thanked her for her testimony.

Rep Ramras asked Ed Sniffen to provide a legal and historical perspective of this issue
and give the committee members an update on the Attorney General’s investigation.

Ed Sniffen, Senior Assistant Attorney General, —he was not here when the prior gas
investigation was done from mid 90’s to 2000 - but that the focus was whether or not
there was anything illegal going on; there was not. The AG is once again looking at
those issues. When | heard the testifier talk earlier about higher prices, | am sympathetic
to those concerns, but have to ask myself- what do we want to do about it, what can we
do about it. We cannot control the prices that businesses set, whether its a can of tuna, or
a car dealer, we rely on the market to set those prices. You sell it for whatever the
consumer is willing to buy it for. The problem is that the demand for gas does not
change much. When there is a demand increase it might cause producers to look at their
prices and be able to make a higher profit. When it comes to gas - it relatively does not
change. We have to use it —we have to buy it. There is not a broad transportation
system, so we have to buy gas and it is one of the realities that we live with. The demand
does not go down. Looking at how can we lower the prices, lower the demand. Also,
look at whether there is anything illegal going on with the pricing. We do not have a
price gouging statute in Alaska, and in states that do have those statutes, they are all
triggered by a state of emergency. They stop businesses from jacking up prices until the
emergency is gone in order to not take advantage of fear. If we had that statute, it
probably would not apply. There are problems with legislating market prices. Maybe it
could include economic strife.

Then there are anti-trust laws. It conjures up images of things that are hard to get your
mind around. We want the operation of the market to stay competitive, and fair
competition usually drives prices down. Our laws exclude price fixing - so looking from
an anti trust perspective is —are these people colluding in such a way to keep the prices
high, or are they doing something else that is keeping the prices high. When it comes to
pricing goods and services, the legal remedies are narrow and few. We look to sec if it is
running competitive and without collusion, then it is a competitive market and prices are
what they are. There were sonic components of the production that had to be fixed
before more production could continue and so the lack of product was due to that rather
than anything illegal and Flint I fills will address that.

Rep Ramras - as the price of oil went to $145-$ 147 a barrel - if price had followed that,
we might have seen gas run au high as $6 per gallon, and yet as the price per barrel comes
down, people expect the price at the pump to come down. He gave an example of where
it can take months to bring the price at the pump down when the price per barrel comes
down. He talked about the State of Alaska selling royalty oil at super premium, so if
there is a culprit it might be the state. He talked about pricing for retail customers and the
disconnect that may exist between the price of oil and how the relationship is restored.



Ed Sniffen - had this discussion with the economist the AG’s office has retained. We
discussed the lag, where the price has not gone up enough, the refiners are in a deficit,
and then the prices come down slower. Historical price wave in Anchorage, the historical
trend has always lagged a bit behind, as it does in Seattle. This lag is particularly long,
and when prices started to fall and prices did not go down and after a month they still did
not fall, the question was why? We are speculating and in the investigation we are trying
to find out why. Seems like the run-up was so dramatic and so fast, that it caught
everyone off guard. We see prices coming down a little bit, but we don’t really know
how much of the market is being driven by the tax break but we need to see what happens

Rep Ramras made reference to a chart that shows pricing in Alaska compared to other
states in the U.S. There are comparisons between the small states, and those that are also
producers. North Dakota and Montana are small states with similar characteristics as
Alaska.

Rep Gruenberg - anti trust and anti gouging. We are a common law state and so the state
can use common law. Has the common law developed anything?

Ed Sniffen -if prices got too high, there is a rule of conduct that the price is so high that it
cannot be allowed. He has never seen it applied to gasoline.

Rep Gruenberg -ever seen it in any jurisdiction for any product?

Ed Sniffen - not aware of any. But when we look at different areas, if you have
something like that going on there is usually fraud going on and so the fact of the high
price alone has them usually focus on some type ofillegal action.

Rep Gruenberg - any common law in consumer protection?
Ed Sniffen -almost all consumer protection is code based.

Rep Hawker - talk that the state does not set market prices and we hesitate to step in -
but we do have a large precedent of regulated prices - essential life services, a whole
body of regulated prices. There is something that we could do if we did a regulatory
process, the Regulatory Commission of Alaska. If we did embark on a regulatory
process, we could grab the refiners by the horns and regulate them - but if we were really
regulating that process and in fact the actual prices were not being passed on, would it be
likely that the regulators would require the seller to incur losses, or do you have the right
to recoup your capital costs; so in fact if we were regulating prices we actually might
have seen higher prices?

Ed Sniffen - that is absolutely correct. The state of Hawaii did initiate regulation of
prices and it failed quickly. Prices went up very quickly and never came down -it was a
disaster. It is a very difficult thing to do. Under our current regulatory theme, if the
utilities want to change the price, they have to have a study done and then the price is set.
If we regulated refineries, the rate would be set and then if there is a change there would



have to be overview again. It would be difficult, the markets move much more quickly
with oil.

Rep Hawker - recognition regarding the price that the state charges for royalty oil, but is
there not a settled court case, a ruling that has the state sell its oil at market rates.

Ed Sniffen - not sure what the provision is, but the constitution says that the state must
sell at market rates for the benefit of all the citizens. However, it i; a double-edged
sword, because it is what causes the prices to be higher.

Rep Hawker - in referring to the chart are the prices reflected less states sales taxes or is
that just the excise tax?

Jane - the numbers do not represent ne excise tax.

Rep Hawker - wants to make sure that apples are being compared to apples, because the
sides tax is Alaska’s excise tax.

Rep Ramras - there is a relationship between Alyeska and the producers and refiners, and
he asked Mr. Sniffen to talk about the mechanism that gets oil from the north slop to the
consumer, which entities that goes through. Which entities have common ownership and
vertical integration from oil production to consumer.

rid Sniffen - from the refinery to consumer | can discuss, but upstream from the refinery
1cannot answer. When refineries makes the gasoline product that goes to the stations -
they may be leased, or perhaps a private company or they may be branded stations and to
be branded you have requirements and then there are some independent stations (Polar
Fuel) and they call as they need gasoline. Then some go to the rack and take the fuel to
their own station. But there is usually a relationship with the refinery. The agreement
usually includes a rack price and the different relationships come into play to get the
product to the consumer. Pricing decisions for the most part arc left to the independent
retail stations. Those decisions arc driven by the refinery price at the rack.

Rep Ramras - define some oflhe words being used and how refinery prices at the rack
are set and possibly tracked.

Ed Sniffen - Rack - outlet at the refinery where fuel is sold. Opis tracks rack rates from
all over the world. Jobbers are entities that transport the fuel from the rack to different
stations. Usually jobbers are related to the station owners and the refinery in some way,
there may be some common ownership or common control. Independent distributors will
deliver to anyone, they charge so much per gallon.

Rep Ramras - relationship is from refinery to jobber or any type of distributor to the
retail consumer station.

Rep Coghill - jobber possibly has a brand loyalty and gets some kind of benefit for that.



Rep Roses - to go back to where Rep Gruenberg asked about anti trust issues. Are you
familiar with the anti trust case that came about in the 70s? It was the only other time
that an anti trust case was filed and it was filed against 18 independent owners in
Anchorage.

Ed Sniffen - there was that one and one in the 90’s where there was collusion going on.

Rep Roses - to put it on the record, when the state did this - it was when there was the
gas shortage. It was against 18 owners and included about 30 stations. There were
shortages all over the country. Cars lined up for blocks and during that time you could
get a call 5 times a day that prices would change. And if you got gas when it w'as lower,
you could make money, or you could lose it. There will be more discussion when | give
my testimony later this afternoon. | was one of those 18 owners.

Rep Ramras stated that the committee will now hear from representatives from the oil
industry.

Jeff Cook, Director of External Affairs, Flint Hills Resources
1100 H&H Lane North Pole, Alaska 99705

Mr. Cook read a prepared statement into the record. 60 years of experience. They have
owned the North Pole Refinery since 2004, and have refineries in other states. Began
after the Trans Alaska Pipeline was completed. Configuration of Flint Hills is pretty
much unchanged. It is a topping plant, can’t turn all crude into refined product. 180,000
- 220,000 barrels of crude taken in per day. After crude is distilled and turned into a few
basic products the rest is returned to TAPS. Only about 50,000 barrels a day of saleable
products - majority of w'hich isjet fuel. A quantity is kept to heat the crude in the
refining process.

Increased environmental emissions regulations caused many topping plants to close.
Increasingly stringent federal requirements on the type of fuels produced forced others to
close. North Pole Refinery was able to keep pace with new environmental regulations,
but changes in type of fuels required has impacted the amount of gasoline that can be
produced . While the Refinery still produces some gasoline and off-road diesel, we now
buy gasoline and diesel fuel from other sources in ordei to meet the full needs of our
customers. We are not in the crude production and do not own retail stations. All
products are sold on the wholesale market. We provide less than 1/5thof gas in Alaska
and only 1I/3rd of heating fuel in the Fairbanks area.

Rep Ramras -there is ongoing tension with the state that Flint Hills will not open its
books for state review. Flint Hills is still using oil to refine its gasoline even though
natural gas is cheaper. Can you talk about that distinction and costs that are unique to
Flint Hills Refinery?



Jeff Cook - we refine the crude oil into a product into gas to run our refinery. So high
prices impact us. Most plants run on natural gas. Most have to run on a product we
refine. We are at a disadvantage. Energy equivalentis 6to 1

Rep Ramras - if we had natural gas in Fairbanks can you refine for less ar d then pass
savings on to consumer.

Jeff Cook - assuming that natural gas comes in at a price like Anchorage it would reduce
our costs and though there are variables - a price like what is in Anchorage would make a
significant difference to us.

Rep Ramras - can you give us some numbers on what it would mean if we could change
oil to gas for you to use for your refinery production. It would be a material component
for us to look at for our consumers to save on. Flint Hills would use about 5 bcf in order
to make the swap. Am | fairly on?

Jeff Cook - you are within the approximation. We are working with the state on
providing info they want for their investigation while maintaining our confidentiality.
Would be pleased to work out confidentiality so our numbers can be shared with this
committee.

Rep Hawker - if you can lower costs you can lower price to producer. But what would
be the capital requirement cost that would have to be addressed and how significant?

Jeff Cook - does not have number.

Rep Gruenberg - do you know zone pricing?

Jeff Cook - not familiar with it.

Rep Gruenberg - Legislation in NCSL 2641 - prices set pursuant to the zone. A
wholesale price set based on geographic regions shall be deemed excessive.
Done where wholesale or retain sets prices uecided on regions.

Jeff Cook - does not know anything about that.

Rep Kawasaki - how do you set your heating fuel rack prices?

Jeff Cook - market sets the price and we remain competitive. Everyone wants to know' if
there is some magical formula, but there isn’t - it is the market.

Rep Roses - zones were created for wholesalers - you could be situated in a geographical
situation where you pull fuel from different states, and that would not set up a situation
e they could price lower because they were purchasing the gas at a lower price,
uey wanted to level the playing field, and that is how it was set up years ago. It is not
available here in Alaska.



Doug Chapados , President, Petro Star Inc.
3900 C Street Anchor; ge Alaska 99503

Doug Chapados read a prepared statement into the record. Incorporated in 1984 and in
terms of companywide refining capacity, is smallest in-state refiner, only one owned and
controlled by Alaskans. Operates 2 refineries. North Pole crude oil processing capacity
of 20,000 barrels per day; and Valdez with a crude oil processing capacity of 48,000
barrels per day. Simple plant - military and commercial jet fuel and home heating oil
and diesel fuels. It also markets fuel to end users. It refines crude oil, but does not
produce gasoline. Gasoline we sell at the eleven convenience stores is purchased from
third parties. Challenges facing refineries are increasing environmental regulations.
Modifying one of the refineries to produce ultra-low sulfur diesel is estimated to cost
more than it did to build the refinery in the first place. Looking at whether or not it can
be justified and if not what next. Record high prices are good, but also create hardships
for Alaska families. Passed along fuel tax rebate to its customers. We try to stay
competitive, but we do not control prices that we are charged.

Rep Ramras - asked again if we had natural gas would it reduce cost of production?

Doug Chapados - natural gas would be cheaper. There is some limit on how much we
could use natural gas because of components in some production of gas. But it would
blend into our production. Low sulfur is a federally imposed regulation.

Rep Ramras - is gasoline one of the few value added products that the State produces.

Doug Chapados - disagrees.

Rep Hawker - increasing challenges to produce home heating fuel. What is the
challenge.

Doug Chapados - basically all the fuel quality standards arc at the federal level. We are a
little different as we are defined as a small refiner. We get to delay implementation of
meeting the low sulfur s' lards for 4 years. But that benefit has then limited the amount
of high sulfur fuels we can produce. The volume caps were based on years we sold less
volume and now we arc in a position where our North Pole refinery can produce and sell
less than it used to. We have to limit the sale of high sulfur luels. So we have excess
production on the north slope. We truck product to Anchorage and then to meet interior
demand truck to North Pole. Hach step adds more cost. Trucking fuel that could be sold
locally but because of cap we arc selling it in Anchorage. Caps cause an increase in
costs. This is all part of the low sulfur fuel provisions from LPA. State of Alaska had
some input how they would be applied and the state did a good job in making a
distinction between rural and local areas. A good help to the citizens of Alaska.



Rep Hawker - the low sulfur business and clean air - is worth tradeoff. Make a comment
on refineries on west coast and our area - is it really an issue in Alaska. Or is itjust
because we are getting one size needs to fit all.

Doug Chapados —it does apply because diesel vehicles cannot bum high sulfur gasoline.
Like the unleaded and leaded gasoline with the converters on vehicles. As the
automobiles change, we need to change our fuel sulfur rates.

Rep Hawker - remember days of oil embargo and everyone shifted to diesel because it
was cheaper and now gas is cheaper - why?

Doug Chapados - prior to implementation of on road and off road low sulfur diesel
standards, all refineries in the state could produce highway diesel but now only Tesoro
can produce it. You went from 6 to 1refinery that could product it. But it did not come
cheap to Tesoro, but at the same token Petro Star has a limited ability to produce low
sulfur and we really only take care of our own needs.

Rep Ramras -you have 11 retain establishments. Can you tell us your margin on a per
gallon basis. Lois is 20 cent gross profit per gallon.

Doug Chapados - in response to what the price margin was on his retail establishments,
he said they fluctuate and would prefer not to comment. What we are trying to do is be
competitive and yet break even with gasoline. There are times when we break even and
sometimes lose. Make more money on inside sales than gasoline.

Rep Kawasaki - how do you design your rack rate.
Doug Chapados - just like Flint Hills - it is market driven and needs to be competitive.

Rep Kawasaki - can you prove that you look the 8 cent tax break off your price at the
pump.

Doug Chapados - can get the number to the committee.

Rep Ramras - there is a sense of extraordinary profitability during pricing spike and can
you talk about w'hcther or not there was a great premium enjoyed by Petro Star on your
profitability or does your company enjoy more equilibrium of profit when there is greater
stability in the commodity.

Doug Chapados - with respect to increased profitability - sales ofjet fuel are to large
customers and tied to Opis info and is used to enter into an agreement through hid or
negotiation and the price is tied to that index. Sometimes the price is up but is outside of
our control. We have seen the up and down of it. We don’t have much influence on that
price. As for gas, we don't produce it so can’t comment. We don’t think we passed on
all the increase of costs when gas w'ent up so high.



Rep Ramras - well it sounds like you did not get record profits, but people seem to feel
that there have been enormous profits made by the fuel companies during these times of
higher oil prices. We need to see if a new law or constitutional amendment is needed in
order to deal with this. Initial charge from Speaker Harris, is why when price of oil
comes down price at retail establishment does not come down.

Doug Chapados - as Mr. Sniffen indicated is that price run up in crude oil was not carried
over.

Rep Coghill - you deal mostly with contract jet fuel and heating oil - wha. is your
volume? How would the refinery do if it could not contract with the military? | am
trying to get an idea of price balance of military contract or heating fuel. | understand
you have a sizeable market share of heating fuel in Fairbanks.

Doug Chapados - noting before - if we were to lose the Eielson volume we are prevented
from selling that product as heating oil in the Interior because of the caps. Jet fuel is
excluded from that cap. Only outlet would be to truck it to Anchorage to sell.

Rep Ramras - one of the things we are uncovering is that all the refineries are fragile not
the vast profits that some assume.

Rep Coghill - will be asking - the volume of gas produced and consumed and necessary
for Alaska.

Rep Hawker - it helps to see the fragile nature of this industry. The importance of the
military contract so high sulfur jet fuel can be sold. Does th< coming commitment from
DOD to convert to synthetic fuels become a problem within the state.

Doug Chapados - it is a threat. They are watching it very closely.

Rep Ilawker - we have to build new refinery capacity and it is going to happen. You
lose that portfolio it will be worse and layered on the retail consumers.

Rep Ramras - you are referring to Mayor Whittakers coal to liquids for Eielson as a
response to DOD’s decision to change to synthetic fuels.

Rep Ramras - what would happen if Alaska said oil would not be sold for more than
$100/barrcl. How would that change the cost structure. Contemplate an answer to that
question.

Kip Knudson, External Affairs, Tesoro Alaska Company
471 W. 36thAve me Suite 100, Anchorage, Alaska 99503

Kip Knudson - (pow-cr point presentation) Tesoro has a refinery in Nikiski. Need to
look at refinery as most valuable more value added industry in Alaska. Tesoro is an
independent refiner and marketer. Publicly traded. Kenai Refinery has distribution and



retail. 72,000 bpd capacity. Medium complexity refinery. Do some conversion at the
plant. Take 100% volume and make 125% volume. Heavy Vacuum Gas Oil, Fuel
Oil/Bunker and Road Asphalt - have no market in Alaska and those are exported. Crude
acquired from North Slope 50%, buying it from Anadarko. Integrated ducers have
their own refineries. Cook Inlet 25% purchased. 225,000 per day currently 16,000 per
day. It is a mature region. 25% foreign imports. Charter vessels - time charters, about
500,000 per tanker. Showed a slide of where fuel comes in and where it goes out to.
Refinery, to racks, Nikiski terminal for local distribution - as in Anchorage and
Anchorage airport. Sells to anyone that will purchase from them.

From Kenai refinery to Anchorage port. 10" pipe, clean products only. Two terminals at
port of Anchorage. Company owns 31 convenience stores of which 29 sell fuel. They
have over 58 branded dealers. 2GO and Tesoro. What makes up the gas prices - cost of
crude oil, cost to refine, cost to distribute, cost of marketing, taxes and competition. The
cost of crude oil is the lions share of cost. Cost of crude responds to different markets -
crude responds to global factors, supply and demand, value of dollar, geopolitical
concerns and flow of investment funds. Kefining/distribution costs - global regional
factors - electricity/natural gas costs, environmental regulations equipment costs and
availability of qualified labor. Additional capital investments because of external
regulations and trying to stay in business by changing refinery. Market sets the price.
Set by competition and local market characteristics. Not cost plus. Alaska and other
western markets. Alaska is really a very small demand. Jet is king in Alaska and that is
what the refineries were built for, gasoline and diesel is a byproduct. Also there is such a
seasonality of the market and quite different than west coast. Emphasize - retail prices
are set by individual retail owners. Retail prices respond to differing local conditions.
Alaska market is very small and very seasonal. Tesoro only prices 29 stations of 566 in
state. Tesoro will respond to AG investigation with information that can't be shared in
open forum.

Rep Roses - interesting feature is taxes, spe"!* to that and how it changed after ACES
passed.

Kip Knudson - no change. Oil is globally set. No change in prices.

Rep Hawker - you have a change. When they buy crude they can put some back. When
you buy crude you can’t put it back.

Kip Knudson - roughly 1/3dof our output is sent outside for processing or something.
We buy it we own it. Bottom third generally sells at cost or below price. The economic
prospects are shown in the stock market price of Tesoro.

Rep Hawker - did not realize 25% was from foreign source.

Kip Knudson - foreign source will increase as Cook Inlet continues to decline in
production.



Rep Hawker - if possible would you use more North Slope than foreign.

Kip Knudson - would love to have more product from North Slope. Tesoro used to be a
big royalty oil consumer, but that has diminished and not sure that the crude buyers were
happy with the way the royalty oil was sold.

It is relevant. How do we keep the cost of product lower in Alaska, but reliable.
Appreciates the integrated TAPS owners, but the State is carrying a lot of royalty oil too.
Have you ever approached the State.

Kip Knudson - used to be a big royalty oil purchaser. Not as much now, there is less and
I am not sure the buyers were pleased with the royalty oil process. After you bought the
barrel years later you might get an adjustment. We are not purchasing now, maybe in the
future.

Rep Coghill - the ability for you to get Alaska crude could not be from ships, because of
regulation.

Kip Knudson - no it is part of the Jones act. We have foreign flag ships. Cook Inlet is
limited on how much can be on tankers due to spill response. Can’t enter inlet with more

than 500,000 barrels.

Rep Coghill - 25% of whatever you import you don't have a refined or partly refined
product.

Kip Knudson - it is raw - but has to be similar to Cook Inlet crude.

Rep Coghill - wants to look at what you have to do to sell the bottom three and if there is
a similarity cost. Look at the quality bank issue, and what the balance of the cost is.

Rep Ramras - you do refine with natural gas, but you have bottom third to equal out.

Kip - spaces in the market, each refinery has issues, we have the bottom third to deal
with.

Kawasaki - how do you decide what the rack price for distributors is?

Kip Knudson - honestly don't know, but if | did know, can't say because of
confidentiality.

Rep Kawasaki - Slide 15 - large spot market pricing in LA, SF, & Seattle. What factor
does that have in your decision making. Is it a high factor. Do you look at prices in
Seattle when you decide what the price will be in Alaska.



Kip Knudson - those spot markets are guidelines, but are unbelievable fluid compared to
Alaska. They are taking product from hundreds of refineries and sometimes they do not
apply, but are taken into consideration.

Rep Hawker - what proportion of highway motor fuel sold in Alaska both gas and diesel
does Tesoro provide? Are you a large player, and who are your competitors?

Kip Knudson - not known. Because of what is beng delivered to a barge and it could
end up asjet fuel, motor, or diesel fuel. We are a large player. Because we don’t know
when our competitor brings in product, until maybe after we see price movements. We
don’t get a report that said X competitor is bringing in product. From state reports
product comes in from Korea or Japan. On ultra low sulfur diesel we are the only plant
that can produce it. So that raises our share of market.

Rep Kawasaki - the 8 cent gas tax can you show that your price was reduced?
Kip Knudson - yes we changed the price to reflect the tax reduction from the State.

Rep Ramras asked Doug and Je ff up to the table to discuss why the prices do not seem to
come down at the pump even though the price per barrel is lower. Refer to the chart that
shows the difference in prices at the pump and why the disparity in pricing?

Kip Knudson - Alaska average - retail gas pricv. from Bethel and averaging that with
Fairbanks (this reflects urban ma kets in rail belt area). Market forces have produced
these prices. 3/2007 - Anchorage has lowest gas prices.

Jane explained that the A ska prices are from markets along the rail belt.

Rep llawker three of you represent the major market players in the Alaska market at the
refiners level. Crude oil topped out, at about $147 per barrel. We are trading about $101
a 46% reduction in last three months. Why have people in Alaska not seen a 46%
production in their price?

Jeff Cook - Flint Hills - less than I/5lhof gas market. But if you were to look at crude
and retail price - it w'ould have been $6 per gallon. For the majority of the last 12 months
we have lost money.

Rep Hawker - had you truly passed on all the price increases you w'ould have been
attempting to sell at least in the State of Alaska at $6 per gallon.

Jeff Cook - look at the traditional relationship, it would have been a lot higher. We can’t
continue to lose money and still pay high prices to run the refinery and retail prices have
not followed crude prices.



Rep Hawker - the direct answer is truly the retail prices have not followed the crude
prices. You can’t draw a linear conclusion - crude prices dropped 46% -you can’t
expect that retail gas prices should have dropped the same. It is not apples to apples.

Rep Holmes - what is different everywhere else in the country? The prices did not go up
to $6 per gallon, so the up was similar but other parts of the country are coming down.
Why so different here?

Kip Knudson - AG inquiry in State of Washington, they went county by county to look
at variability in WA every county had a different story. Different story for each area.
Within each county it was sometimes different. The data of market share cannot be
arrived at - but the economist can through a confidential basis and come up with some
answers for you.

Rep Ramras - what percentage of the highway motor fuels comes from Tesoro. Who else
is producing motor fuels in Alaska?

Kip Knudson - we know who is producing it, but we don’t know who is importing
gasoline.

Rep Ramras - what if there was a constitutional amendment that put a cap on how much
gasoline was sold to from the state’s royalty share to the refiners. Trying to find ways
that the consumer could derive the benefit, rather than the resource rebate. Would that
help the consumer derive a direct benefit?

Kip Knudson - virtually impossible to predict. That is why economists go to school for
years.

Rep Coghill - market dynamic of that and ability to supply that to the refiners and the
constitutional issue and how do we make those work together is the question. The ability
to produce enough royalty oil to meet the demand of our refiners. Get DNR to help us.

Rep Ramras - it was a surprise that Tesoro imports foreign oil. And when is the state not
going to be able to meet its royalty oil obligation. When do you think that would
happen?

Jeff Cook - we are allowed 77,000 barrels per day. but not more than 95% from any
given field. With those restrictions if we were demanding the max it would be hard for
the state to provide it.

Doug Chapados - we get our crude oil supply from a major producer.

Rep Kawasaki - if they are not taking all that they are allotted, if that is true, can you
explain that regarding your capacity.



Jeff Cook - we take as much royalty oil as we have product demand to sell. But because
of the restrictions - we are at the maximum capacity we can do for gasoline.

Kip Knudson - the production rate we have is to meet market demand and we don’t want
to do more. Production capacity changes daily. Every day can be different.

Doug Chapados - Valdez refinery runs near capacity, doing some expansion work, to
process more. North Pole refinery because of volume cap limitations does not run at
capacity at all times. We have to anticipate what volume will be on heating oil and low
sulfur and find out what the volume will be and sometimes we have to cut back or truck
to Anchorage and that cuts into crude oil.

Rep Roses - at any point in time do you run 100% of capacity.

Kip Knudson - does not think he has every maxed out. Don't want idle equipment, but
can’t say what the capacity might be. Does not know the actual output rates. Info is
being given to AG.

Rep Hawker - operates in multiple state sites and can you talk about the economy of
scale and how the unit costs compare to the mega refineries. We don’t have Exxon sitting
here and it is relevant - are some of our costs driven by small production. Are unit costs
pretty similar across the different states. Tesoro has a single refinery in North Dakota
and the chart is going to prove and when they get net cost less taxes, and it is going to be
cost to the consumer (sales price) and one year ago ND $2.90/gallon Alaska S2.90 cents -
right on the mark. Now ND $3.50 Alaska $4.50 and so again. 1am wondering how you
explain the difference.

Kip Knudson - can’t answer the question today. But the cautionary note is that there are
other pipes and trucks that move around North Dakota. Will try and get the data for you.

Rep Ramras - a follow up meeting in October will be important and see how these prices
fluctuate and see how the market should correct itself. We will get in the other
information that will be necessary to see how these prices are changing. llomc heating
oil has come down $1.00 but not gasoline. What is difference in these products, diesel vs
gasoline?

Kip Knudson - heating oil is a high sulfur product, highway fuel is a low sulfur product.
Rep Ramras -market force has lowered heating oil, but not gasoline.

Rep Coghill - he heard that the cost of upgrading to the low sulfur takes time to recoup
the cost. Is that one of the reasons for the lag in prices at the pump coming down?

Kip Knudson - can’tanswer the question. AG is looking at those types of things. Just
because we make a capital investment does not mean we raise the price of fuel to capture
that cost. But that is not a guarantee.



Rep Hawker - recently made a 60 million dollar investment to stay in gasoline business
(specifically for diesel). Then you are operating in a multi-state environment and the
prices are less competitive than in the other states you operate in. Does not want the
prices high here to recover the costs that are more difficult because the market is more
competitive.

Kip Knudson - can’t answer the question. Mr. Sniffen will be looking at that data and
come to a conclusion.

Rep Gruenberg - | don’t hear a simple or concise answer to the problem, and they are
competitors, and some other states have specifically authorized their AG to investigate
these areas and there is confidentiality, ultimately the legislature would be well advised to
get a handle on what the causes are whether they are external or internal. And when
prices went down - why was there no investigation done and what did happen?

Kip Knudson -no idea why prices went down. Internet sites to track fuel pricing. They
go up or down and eventually intersect. Pricing to a great extent is based on local
conditions. How many retail sites and how many trucks and how many refineries are all
important to what the price is.

Rep Gruenberg - is it because we don’t know or can’t know.

Kip Knudson - how good is the state at setting prices. Some prices can be estimated and
projected, but ultimately how accurate are the predictions.

Rep Gruenberg - can we know more than we do now, even if it is not precisely. Because
it would benefit the individual and government. How can we solve the problem?

Kip Knudson - consumers may not like the price but the market is performing as it
should. Markets operate in a way they are expected to operate.

Rep Roses - just a comment. | appreciate the testimony of these three folks and
understand how difficult it is for them to answer questions. He gave information about a
situation he was involved in in Anchorage when he was a station owner. Prices were so
volatile in Anchorage the owners decided to come together to talk once a week. Group
called Gasoline Retailers Organization was put together. They would leet one day a
week to talk about the market. Did not discuss prices. | was invited to meetings and
finally went to one meeting. At no point did anyone talk about how they raised the
prices. But someone was watching that these meetings were taking place. No one talked
about prices. But the waitress was wired and everyone that was there was charged. lwas
asked how do you determine what your price is, | drive around and decide what my price
will be - competition. Quit advertising my price, 1fixed it at the pump, if you want to
know price come to the pump and look. They considered that price fixing. Called tacid
coordination - collusion. Out of thel 8 people, 1was never prosecuted. But some were
fined $50,000 and as independents they had to lower their gas prices for the same period



oftime they had been meeting. That just about put al independents out of business. That
is why these gentlemen will not talk about prices.

Recessed at 12:06 until 1:15 pm.
Reconvened at 1:50 p.m.

Rep Ramras called the meeting back together there will be testimony from Safeway,
Rep Bob Roses and
Ed Sniffen

Cherrie - Director of public and government affairs for SafewayA
(Also Joe, Glenda, and Ray)

Ray Weston, Attorney for Safeway - Glenda Wood is director of fuel pricing nationally
which includes the Alaska territory. | would like first of all to understand the testimony
and know that one of the concerns is how public this information is going to be. Am |
correct in assuming that the testimony is public.

Rep Ramras - yes and we may offer a setting where testimony may be more private. But
it is public. Focus if our mission is why the price of gasoline runs up so rapidly but why
it is so slow to return to normal pricing when price per barrel comes down. Suggested
that gasoline came pos: ibly through the Fort of Anchorage. Who do you purchase your
gasoline froi  Which refiner?

Ray Weston stated that he could not necessarily answer that. Can get back to you. We
do bring some in.

Glenda Wood - they get most of their gasoline from Tesoro and Flint Hills. In southwest
Alaska we get our gasoline through brokers and from a few different brokers in the state
of Alaska.

Rep Ramras - give us an overview of Safeway locations and who provides gasoline.
Take us through the state.

Jay - described the number of Safeways with fuel distribution and where they were
located. One under construction in Fairbanks at University. Bently Mall has been
operating for 3 years, D - under Fairbanks at University, Dahlstrom, 3 in anchorage and
Juneau ai J Ketchikan. And one at the new Bently Mall. Ketchikan come in on south
And rest from rail belt.

Rep Hawker - you talked about the retail outlets and where is the market nationally.

Glenda - gasoline stations in WA , OR, CA, Denver, Phoenix, Texas, Chicago and a few
stations on the east coast. We are mainly a west coast operator.



Rep Hawker - in the past year the increases were added on but as price came down the
price at the pump has not. Why does Alaska does not seem to pull back as quickly as the
rest of the nation.

Glenda - in general the % up and down is similar for each of the regions we market in. In
the last 30 days she is not sure.

Rep Hawker - across the states you operate in even though the increases were radical,
was the highs and lows relatively consistent.

Glenda - volatility has never been seen before, | have been in this business over 20 years.
Prices are higher and lower much more rapidly. Difficulty in trying to price
competitively across the US and Canada. It is a nation-wide problem, notjust in Alaska.

Rep Hawker - since you operate in WA as well as Alaska, a year ago in Alaska the
average regular price was pushing $2.97 while WA was $2.54. About a 40 cents
difference. A month ago, that margin was at AK $4.06 and $3.00 in WA. The
differential had almost doubled what it had been a year ago. Do you maintain the
analysis.

Glenda - we don’t look at states differentially, but look at it as a whole. The rapid cost
increases with the not so rapid cost decreases in all of our stations.

Jay -can you tell us how recently that occurred.

Rep Ramras - based the prices off Triple A price finder. Some significant price
differences. We are trying to find out why the lag in pricing. Talk to us about pricing
power vs those that don’t. Talk to us about Safeway being a dealer and how you go
about determining how much pricing power you have in a region.

Jay -in the discussions we have we don’t think we have much pricing power at all. We
survey our competitors.

Glenda - the cost is factored into it and with the costs substantially higher in Alaska. We
are not a fully integrated refiner, we are buying gasoline from independent producers and
they can decide how much they are going to pass on to the retail market. We buy at the
best possible price we can and then we have to price accordingly.

Rep Ramras - are you saying the wholesale pricing is higher in Alaska.

Glenda - absolutely.

Rep Ramras - do you know why there is the variation or do you just accept the rack
model and then price accordingly.



Glenda - basically the wholesale prices are higher because of the limited refining
capacity in Alaska. A few refiners and are independent and their cost is higher as they
buy their crude and then add on their markup and we buy at our contracted rates. Then
there are the logistics getting the gas transported from the refinery to the retail unit.
Higher transportation costs. Lack of refining capacity so the costs will be higher. A few
of our stations get their gas outside of Alaska. So even though there is a lot of crude in
Alaska, there is not a lot of refined product in Alaska.

Rep Hawker - there is a lot of motor fuel procured outside the state of Alaska shipped in.
You are thinking more to the southeast and those areas accessed by barge.

Ray - we ship to southeast Alaska from Washington State. Not sure we can say
definitively, but there is not a lot of competition. Those refiners are subject to the spot
crude market too. They have to find it from the majors. So whoever refines crude has to
pass those costs on.

Rep Gruenberg - if in fact one of the reasons for the higher price is the additional
transportation costs, you pay the additional cost for everything you sell at Safeway, yet it
seems that the cost of gas higher than the other items you sell.

Ray - it would take more analysis than we have done. Those things we sell do include a
premium for transportation. We have to ship gasoline differently, because of regulation
on how gasoline is shipped. We have not done the analysis to find out exactly what the
cost differences are.

Rep Gruenberg - it seems that maybe the differences in price is due to the people in the
petroleum industry and you may have put a finger on the price goes back to the
transportation industry.

Ray - refiners price in Alaska is relatively high. Does not mean that transportation is
reason for higher costs. We think limited refining is a problem.

Rep Ramras - North Dakota is similar to Alaska. Oil instate and a loeal refiner. When
we looked at the price cf North Dakota a year ago there was a small price difference,
however there is now about a dollar difference in the price. We arc trying to find out
what would be the reason for that difference. Market price in Alaska is not necessarily
the price set by the refiner, but the cost on the dock and then find a market price, where
North Dakota sets the price from the different distributors that come into that state.

Ray - hard to imagine economically how the wholesale price in Seattle plus the cost of
shipping would to some extent set the cost of what refineries are charging in Alaska. We
have not done the research to confirm that.

Rep Hawker - just as a consumer living in Anchorage and you have a major fueling
facility outside my area you have a great business model and a good job on a great run
business in Alaska.



Rep Ramras - spoke to Safeway as a good corporate citizen and spoke about Glenn
Peterson. Heard from an independent dealer that she sells about 700 gallons per week,
non branded, and then we heard from Petro Star, they operate a number of facilities, they
said gasoline would be a break even for them, they make their money on the inside
purchases. How does Safeway see its gasoline sales. Is it seen as a lost leader.

Glenda - Safeway is in the gasoline business to sell groceries. It is supposed to be a
customer convenience. Provide them with one stop shopping, so they can be more
efficient. Customers liked the cents off on their gasoline.

Ray - but they are expected to show a profit.

Rep Ramras - ideally if | am a Safeway gas customer with brand loyalty. Am going to
the store once a week and | go to your store and spend $300 and thenpurchasemy gas at
20 cents below what is market price. Nature of it though it lowers the price of gas but the
groceries are full price, but as | spend the $100.1 get the discount. But the price at the
gasoline pump should be basically the same as what other stations are priced at.

Ray - it is areward for shopping with us. No fuel stations in North Dakota.

Rep Ramras -in the state of WA you have the same price, but then | get the discount
when | shop there.

Glenda - basically they are all part of the Seattle division and we look at it as a whole. |If
gas price in WA is $3.56 but in AK. $4.46 you are probably buying gas at about $1.00
difference. More competitive in WA.

Rep Ramras - fair to assume that refined gas is 90 cents cheaper in WA than it is here.

Ray - getting into an area that is very competitive and we would not want Chevron or
Tesoro to know what our costs and margins arc.

Rep Ramras - markets are competitive everywhere. We can assume that it is 90 cents
different in Alaska.

Rep Ramras asked Rep Roses to share with the committee his experience as a service
station owner in Anchorage.

Rep Roses - not sure what to talk about, but will share some history on price of gasoline.
Typically what happened (2 stations) and built two ear washes and gas was added feature.
Did not want to give it away, but profit was car wash. Profit margin was 5 cents
sometimes 3 cents. Selling it sometimes below what | had paid for it. To compete had to
lower price. But get them on the lot and sell them the other products he offered. 20 years
ago most stations were full service stations. Auto w'ork, sold tires and lot of independents
that owned the stations and so they had tiadcoffs. There was full service and self service



and a built in opportunity for other sales. There was Union 76 and the other was Tesoro
we also had Chevron, and other places we could buy fuel. What | got was if | took a
Union 76 card | did not have to pay a fee, other credit cards had to pay a fee. Each
morning | would call to find out what the price of fuel was that day. Had to sell the fuel
and always trying to find out if it was going up or down, this went on for about 8 months.
Then a regulation passed where you had to be insured for 1 million dollars for

spill  virtually all independents went out ~f business. That is when Tesoro branded
their own stations and then they would lease it to the person that used to be the
independent. The underground storage tank regulations put more people out of work.
Call to find out what the price was for the day, drive around and see what the others were
charging and then price your gas accordingly and competitively. There is not a profit
structure in gas, you are not going to be in business; it is too regulated, too restrictive and
you can’t make it if all you have is gas.

Rep Ramras - whatever the prevailing price is - is not the driver. Profit margin can be
with distributors and refiners and how competitive that network is. The smaller it is the
tougher it is.

Rep Roses - consider transportation costs. There was price for fuel and the
transportation cost was included. But for the one in Wasilla there was a distributor that
would load at the port and deliver fuel and was buying at relatively same price, but it was
costing 5 cents more to have it delivered. So price was higher.

Rep Ramras - Rep Chenault talked about stations right beside refinery on Nikiski and
then to North Pole - should be same.

Lisa Sundborg, Alaska Petroleum. —we deliver wholesale and retail tuel. We purchase
from two refiners Flint Hills and Petro Star. We purchase gasoline from Flint Hills and
some heating oil. and primarily buy #1 and #2 heating oil from Petro Star. We have
abuut 17 trucks and go to the refinery and load and deliver and collect. Gas station went
out of business - could not compete. Can t compete with big box prices. Gasline on the
Steese. Haul to Prudhoe Bay and south. To enter the market you need a lot of money to
purchase fuel. Our profit is at 14%. We deliver to Riverview Quickstep and our own
station.

Rep Ramras - markup on dist;ibntor is not high.

Lisa - at our gas station at pump $4.19 or $4.20 and we purchase it without tax at about
$3.77 and then the federal tax - would be about $3.95 and sell it for $4.20 and then you
have to get it to the service station. The little bit of markup is still over what they are
charging at Fred Meyers and Safeway. Does not know the reason for that. lleard it is
lost leader.

Rep Roses - as a fellow gas station friend in business. Have you seen the cost of liability
insurance and all that is included in transportation increase?



Lisa - there is no aspect of the trucking business that is not higher. All the things are
impacted just because of the increase in fuel.

Rep Roses - when you deliver to the other station - you base your price on what you paid
for it, then what you charge them, and they are trying to sell it for what they paid for it
and then it might be lower, but you try not to have to lower your price, but then no one
comes in and buys the gasoline.

Ed Sniffen -explained what the AG’s office is doing and had a question that he asked
Lisa. You buy ultra low sulfur from Flint Hills and you purchase heating fuel from Petro
Star and Flint Hills, why is that?

Lisa - well it is about the same price, but the difference is how long you can hold off
payment. And that is the difference in the purchase.

Ed Sniffen - do you perceive competition between the refineries?

Lisa - credit terms are driving issue. Product - Petro Star does not make nor distribute
the ultra low sulfur or unleaded gasoline. We deliver fuel to Flint Hills.

Lisa -we have some home fuel deliveries but our only gas stations are Riverview and our
own Gasline. Tesoro gets its own fuel from their own producer; Chevron has its own
agreements. Could be selling to independents, but they are better off to buy brand. My
credit terms may not be attractive. There are not a lot of independent stations.

Rep Ramras - asked tor an update on the Attornej General’s investigation.

Ed Sniffen - given direction from AG to look into these issues and did so right away.
Made contact with retailers, refiners and distributors to try and figure out the bubble
issue. We have received good cooperation from everyone. Flint Hills is responding as is
Tesoro. Made some contact with Chevron, because | need to know why other gasoline
retailers are not bringing up product from outside. One of the things we look at is
something called import parody. Term used to describe what it would cost a competitor
to bring fuel up here and get in the market. If Flint Hills and Tesoro find that prices arc
really high, an independent would just barge fuel up. Import parody drives pricing
decisions here in Alaska. Keep the prices below parody so other independents do not get
into the market. What would it cost someone to get into doing something like that.
Provided a chart that dealt with the rack rates for fuel. |le referred to the chart (Section
2) comparison of unleaded prices after taxes for Anchorage, Fairbanks and Seattle.
Absolute price and bottom graph shows Anchorage, Fairbanks and Seattle price. It is the
price that drives the import parody. Generally from 2002-2008 prices in Anchorage and
Fairbanks have paralleled with Seattle. So lots of the testimony we have heard - those
things have been the same for many years and the graph shows what the trends have
been. The big spike that goes down and we don’t know why that happened. Fairbanks
was lower than Anchorage and lower than the rest of the country. Generally our prices
parallel the Seattle and national averages. Compares Anchorage and Seattle with prices



of ANS Crude Oil Prices before taxes. This graph shows that the prices have followed
the ups and downs of the ANS crude price. Just to show that the percentages have
remained the same. But the last chart is the comparison of rack to retail - U.S. average is
the zero line. This shows what the retail margins are from rack to pump price. Green
line is Seattle and retail margin spike up and down and are much more volatile than
Anchorage and Fairbanks. When you get to the end in 2008, the national average is
going up and Seattle is incredibly high. This shows us that the problem is not the price
from rack to retail - it is the rack rate. Average was $4.02 but in Seattle it was $3.90.
That is high. Sometimes 50 or 60 cents but it does not hold for very long. But at 90
cents it is very unusual and we are confident that the price has to do with the refining
issues. Does not think that distributors and retailers are colluding and making lots of
money. So we are trying to figure out why the rack rates are what they are. If you go
back through the last decade all the things they are saying are issues, have always been
issues - so that is not the answer. [f it is an operational issue it would have happened
before. There is something unusual going on and is very unique to Alaska. We are
narrowing our focus on rack rates. Less concerned with retailers and distributors.
Meeting with Flint Hills, Tesoro and Chevron and will have a better sense for what this
bubble is caused by. Discussion about selling the royalty oil cheaper, but would have to
make sure that it stayed in-state or it could be sent out and a lot of money made on it. In
June of this year prices started coming down but Fairbanks and Anchorage kept going up.

Rep Coghill - surprise to me was importing for local refinery from foreign source. What
is coming in that might affect rack price.

Ed Sniffen -at the end of 2002 Alaska was an exporter and believes that is still true
today. Tesoro is possibly still exporting today. Between Anchorage and Fairbanks that is
about 70% of gas usage.

Rep Ramras - it is my intention to let the Speaker know that we arc going to prepare a
report and within 30 days have another meeting, it is my intention to host a meeting every
30 days until we see a congruence and disparity reduction done.

Rep Coghill —agreed at least until we find a credible reason for an answer to give our
constituents.

Rep kamras -we will meet in Anchorage and if we have to go to Kenai and try to bring
some light to this issue.

Rep Gruenberg -spoke with Ed Sniffen and wondered if he would share about some
possible legislation.

Ed Sniffen -there is not a price gouging statute. Not sure that would resolve the issue.
Have to figure out when it would trigger, even if you had economic duress. Asked laws
in other states to come together. Other issue is we do not have a penalty section in anti
trust laws now. Federal law does, all other states do. If there is a violation it is a



misdemeanor. They are all prosecuted, but having an anti trust penalty provision would
be helpful. It would be something that they could bring forth in legislation.

Rep Gruenberg -wants to see that followed through and also have a confidentiality
provision.

Rep Coghill - lets see some other study put into it, but am not ready to get to that point.

Rep Ramras - lets see whai happens within the next 30 days. Rather than make a motion
now, lets wait and see. Lets anticipate that in 30 days we will look forward to tracking
these and have a few more graphs and see in the near term. We could have a report and
see how we end up with recoupling with in-state pricing. Then with that news try and
find a way to close the gap.

Rep Coghill -there is a huge disparity and | have a refinery in my district and we pay
some of the highest prices. We need some answers.

Rep Ramras - the bill from the Judiciary Committee would be a good direction for us to
go. | learned a lot today. Thanked Rep Roses for his testimony.

Rep Gruenberg - do anti trust issues go beyond the petroleum issue. Since | have served
in the legislature it has not happened, but 1don’t know if the legislature has ever looked
at that. Maybe it is time to look at the best anti trust laws.

Ed Sniffen —our laws are like the federal law. Penalty provisions in the statutes are
lacking but otherwise we mirror iederal law. We don't get into a lot of anti trust issues
here, but there arc a few things that pop up. but have not had a need to focus on them and

strengthen them.
Rep Kawasaki - asked for timeline.

Ed Sniffen - we don’t have a specific timeline yet. Last time it took us three years, when
we asked for info we got 350 boxes. We are trying to get info from just this year. Saying
that, we are hopeful that we will have preliminary findings by the end of the year.

Rep Kawasaki - how do the refineries establish their rack prices: how do you investigate
that?

Ed Sniffen - want to know what it costs to produce a unit as far as what the different
costs are. Find out what costs vary from year to year. Oil prices go up and down. But
what happens in the refinery that would change that causes the rack price to change.
Based on that information we can get a good idea on why it would cause a producer to
change their rack prices.

There was a discussion about how the rack price is figured and what the A G ’s office is
trying to do.



Rep Ramras made final comments about what the goal of this meeting is, what is trying
to be accomplished. There will be a report on the findings.

Rep Gruenberg - a report might make a suggestion on what the next legislative session
could do and what it should look at. It would be a good guide for the next two years.

Rep Ramras - next meeting will be at the Anchorage LIO and will take up the parity on
the rack rate.

Adjourned at 4:02 p.m.
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CHAIR JAY RAMRAS called the House Judiciary Standing Committee

meeting to order at 9:14:06 AM. Representatives Gruenberg,
Dahlstrom (via teleconference) , Holmes, and Ramras were present
at the call to order. Representative Coghill arrived as the

meeting was 1iIn progress.

Overview(s): Matters pertaining to the high gas and heating oil
prices in Alaska

9:15:29 AM

CHAIR RAMRAS announced that the only order of business would be
consideration of matters pertaining to the high gas and heating
oil prices in Alaska and why gas prices have fallen in the Lower

48 but not in Alaska.

CHAIR RAMRAS relayed that he and Representative Harris have
discussed the 1issue of rising retail gasoline prices and whether

they are the result of ‘'pricing power" in the market or of
inefficiencies in the market due to volume issues - consumption
[volume] or production [volume]. He offered his recollection

that antitrust issues were investigated during the Knowles
Administration, and the Department of Law (DOL) concluded that
the pricing situation at that time was not due to antitrust
behavior but was simply the result of the market. He mentioned
that the hearing today would be 1largely informational; that Mr.
Sniffen from the DOL would be providing an overview of the
State"s current ongoing inquiry into these matters; that a
follow-up hearing would be held in about a month; that the House
Judiciary Standing Committee will be producing a report Tfor the
legislature; and that energy issues and the cost of Tfuel oil,
gasoline, and natural gas are of importance to constituents.

9:21:32 AM

LOIS HEIN, Co-Owner, Riverview Quick Stop, Inc., relayed that a
couple of weeks ago she"d called fordelivery of gasoline but
couldn"t get it because of a slow-down in production, and
therefore had to "bag off" the pumps at her station. Upon
contacting Alaska Petroleum Distributinglnc. and Big State
Logistics, Inc., she discovered that "if we couldn"t get gas
through the refinery, we were going to have to ship it in by
rail car,” which would result in increased cost to consumers at
the pump. Not having gas at the pumps during bad times, she
remarked, makes things even worse, and these are very difficult
times right now.She noted that her customers havesigned a
petition against the high price of fuel 1in Fairbanks; they are
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distressed that gasoline prices across the nation are going down
as 1is the price per barrel of oil and yet those decreases aren"t
reflected iIn the price they are paying at the pump.

MS. HEIN noted that there had been a $.20 decrease 1iIn the price
of [gasoline] a couple of weeks ago, as well as an $.08 decrease
when the governor®"s legislation repealing the State®s motor fuel
tax took effect. She expressed favor with <che 1investigatory
efforts being undertaken, adding that many people feel that they
have no recourse, and that she is seeing a lot of people who are
going to have to move. In response to questions, she indicated
that many people signed the aforementioned petition, and that
she would be providing the signed petition to the committee and

to Governor Palin.

CHAIR RAMRAS said the committee would include a copy 1in its
forthcoming report and forward a copy to the ™"appropriate state
agencies.”

MS. HEIN relayed her comfort with thit proposal, adding, |
would 1like to be able tell the people, who are asking daily,

that they do have a voice, [that] ... the State works for them
.- we aren"t forgotten little people.” In response to
questions, she explained that her company buys gasoline from

Alaska Petroleum Distributing Inc, the vendor from the refinery,
and that there have been no previous problems getting gasoline.

9:25:42 AM

REPRESENTATIVE GRUENBERG noted that his research indicates that
other states are considering "anti-gouging"™ legislation, though
the protections 1in a number of those pieces of legislation are
only triggered by the declaration of a state of emergency. One
state, however, has considered broadening the definition of a
"state of emergency” to include an "economic emergency” He
asked Ms. Hein whether she thinks it would be appropriate for
Alaska to do something similar.

MS. HEIN 1indicated that she thinks that the current situation
could be considered an economic emergency, adding that she is
aware of people who are not able to pay their utility bill and
their fuel bill and their rent. Furthermore, prices in the
grocery store are rising, and vendors are raising their prices
three to four times a year as well. "lIt"s affecting everything
right down the chain, "she remarked, adding that people just

can*t afford "to live here." In response to Tfurther questions,
she said that every week the price of gasoline has been going
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up; that her company has been having difficulty buying product

because she couldn*t afford to pay that much more to the
gasoline company every week; that in the last year, for example,
the cost of gasoline has risen close to $l1/gallon; and that

currently the price of gasoline at her pumps is $4.38/gallon.

CHAIR RAMRAS asked Ms. Heinwhat her "maijin 1is" per gallon,
what the fees currently are for credit card users compared to a
year ago, and what volume of gasoline she sells compared to
other retail gas stations associated with large stores.

MS. HEIN said that her company has a markup of $.20/gallon; pays
[$. 05/gallon] on credit card purchases; and ured to "-ell about
700 gallons/day but now only sells about 300 gallons/day. She
said she assumes that this drop is due to people driving less.
She noted that she charges about $.20 more per- gallon than some
gas stations located in town, such as "Fred Meyer," "Safeway,"

and "Holiday."

9:30:35 AM

REPRESENTATIVE DAVID GUTTENBERG, Alaska State Legislature, asked
Ms. Hein whether, when her distributors told her that gasoline
was not available, she was given a reason why production was

down.

MS. HEIN said she was simply told that there was a problem at
the refinery, and only discovered later that production had

stopped.

REPRESENTATIVE GUTTENBERG asked whether that was due to the
refinery making less gasoline in favor of making more jet fuel.

MS. HEIN said she was not given that information.
REPRESENTATIVE GRUENBERG offered his understanding that Section
3 of North Carolina®"s proposed House Bill 653 expands the

definition of "disaster™ to include "economic well-being".

CHAIR RAMRAS indicated that the committee would be pursuing
these issues well into October and on into the next legislative

session.

9:34:52 AM

CLYDE (ED) SNIFFEN, JR., Senior Assistant Attorney General,
Commercial/Fair Business Section, Civil Division (Anchorage),

HOUSE JUD COMMITTEE P September 10, 2008



Department of Law (DOL), relayed that he focuses on enforcing
Alaska®™s consumer protection and antitrust statutes, and that
although he was not in that position when the aforementioned
previous gasoline-pricing investigation occurred, he was when
the Tfinal report was 1issued. That 1investigation, which Ilooked
at gasoline pricing in Alaska from the mid-1990s to 2000,
focused on whether there was anything illegal about the pricing,
and the report concluded that there was not. The attorney
general 1is now again looking at those issues.

MR. SNIFFEN relayed that although he 1is sympathetic to concerns
that the high price of gasoline is causing people to think about

leaving Alaska, it also raises the questions of, "What do we
want to do about it?" and "What can we do about it, from a legal
perspective?” For the most part, [the State] doesn®"t control

what prices businesses set for their goods and services; there
is no law that says businesses can only sell their products at
cost plus a certain amount of profit. Instead, [the State]
relies on the market to set prices; businesses sell their
products for whatever consumers are willing to pay for them.
One of the unfortunate aspects of gasoline 1is that the demand

for it is relatively inelastic regardless of price. Lacking an
[adequate] public transportation system in Alaska, people have
to buy gasoline in order to travel to and from work, for
example, particularly in the winter months. This inelasticity

regarding demand seems to have a huge 1impact on pricing.

MR. SNIFFEN suggested that one way to help the market drive

prices down wouldbe to Jlower the demand for it, though that
could prove to be difficult. Another thing to consider is
whether there is anything illegal going onwith regard to
gasoline pricing. Alaska currently doesn"t have a ‘"price-
gouging"™ statute - the State can"t simply tell a business that
it is charging too much for a product. Furthermore, price-
gouging statutes in other states are all triggered by a declared
state of emergency when Hurricane Katrina hit, for example,
there was a declared state of emergency, and [Louisiana“s]

price-gouging statute prohibited businesses from raising prices
during that state of emergency and thereby taking advantage of
consumer Tfears - so even iIf Alaska did have a similar statute,
it probably wouldn®t apply under the current circumstances.

MR. SNIFFEN relayed that although a price-gouging statute
triggered by economic strife of some kind might be warranted in

Alaska, he is leery about having legislation interfere with
market forces. He acknowledged, though, that such would be a
policy <call for the legislature to make. Alaska®s antitrust
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laws, on the other hand, also help to control pricing in a

peripheral manner, and are aimed at keeping the market
competitive. The State doesn"t want competitors colluding with
each other or doing things that disrupt the normal operation of
the market. Fair competition drives prices down, and benefits
consumers. Alaska®s antitrust laws are limited 1in scope in that
they target exclusionary conduct and conduct that suggests that
price Tfixing or coordinated activity has occurred. From an
antitrust perspective, the poL will look to see whether
businesses aie colluding with each other 1in some way to keeo the
price of gasoline at a certain level, or whether individual

businesses rre attempting to exercise market power in an illegal
fashion in order to keep gasoline prices high.

9:41:22 AM

MR. SNIFFEN said that when it comes to the pricing of goods and
services, the legal remedies are narrow and few. When t..ere 1is
no collusion or other 1illegal antitrust conduct occurring, and
the market is operating competitively, then prices are simply
what prices are; 1it"s really just a supply-and-demand world, and

supply and demand affects prices. One reason for the recent
shortage of gasoline in the Fairbanks area, he surmised,
pertained to an operational issue at the refinery - some
components required in the manufacture of gasoline had to be
repaired and it too». several weeks for that to occur. Such
operational issues can account Tfor spikes [in supply and

therefore price]

CHAIR RAMRAS offered his understanding that Tesoro Corporation,
as a publicly traded company, lost 75 percent of its market
value overthe last vyear; and that research indicates that
that"s due to a lack of pricing power at the refinery level

that as the price of gas goes up, consumption goes down, and so
refiners 1lose their margin. He said he"s heard arguments that
had the price of gasoline truly followed the price of a banel
of oil, the price of gasoline might have gone as high as

$6.00/gal lon. Consumers, he surmised, related the price of
gasoline to the price of a barrel of oil and thus assumed that
there should now be a correlating decrease in price. After

referring to the Healy Clean Coal Plant (HCCP) , Chair Ramras
said that he"d met with the CEO of Golden Valley Electric

Association (GVEA), and offered his understanding that GVEA
estimates the price of oil going forward 90 days, missed a
“"radical”™ move in the market and so lost over $25 million, and
has since only been able to recapture $2.5 million of that Iloss

every month and thus it will take GVEA 10 months of price
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correction to recoup the total $25 million. Consumers, on the

other hand, see only that the price they are paying has not
correspondingly dropped with the drop 1in the price of a barrel
of oil. He relayed that GVEA has indicated that it will have to
recoup the aforementioned $25 million 1loss before it can "re-
price” [its rates] to correlate with the [current] cost of
diesel, which generates the majority of [GVEA"s electric]

kilowatts.

CHAIR RAMRAS, remarking that the state is somewhat responsible

for the high price of oil because it"s selling its royalty oil
at the premium price that the market win.1l bear, asked Mr.
Sniffen to speak about "pricing for retail customers ... and the

disconnect that may exist between [the] price of a barrel of
oil, the relationship to refining, and how Qlong consumers have
to wait until that relationship is restored."”

MR. SNIFFEN, -jggesting that representatives from the refineries
might be better able to respond to those points, relayed that
the administration has retained the services of a petroleum

economist - Barry Pulliam, senior economist at Econ One
Research, 1Inc. - and that he and Mr. Pulliam have discussed the
fact that the retail price of gasoline did not correspondingly
go as high as the price of a barrel of oil, thus resulting in a
deficit for some refineries, which in turn have delayed

decreasing their prices until they can recoup their loses.
Historical data regarding the price of gasoline 1in Alaska“"s

Railbelt communities - Anchorage, Fairbanks, Kenai - illustrates
a trend for the price of gasoline to lag a bit behind "what the
market has done." Even Seattle, for example, lags behind the

national market, and Alaska lags even a bit further behind.

MR. SNIFFEN remarked that the current 1lag has been particularly
long, and that even when the prices elsewhere started to fall,

the prices in Alaska still have not, even a month Ilater. Mr.
Pulliam, Mr. Sniffen relayed, has indicated that perhaps some
other operational issues in Alaska have been a factor in keeping
prices in Alaska up.- Mr. Sniffen said that [he and Mr. Pulliam]

will be 1investigating that point further. Mr. Sniffen suggested
that the fast and dramatic increases in the price of a barrel of
oil caught everybody off guard, and so it may be awhile before
prices come down Tfurther, though the suspension of the State's
motor TFfuel tax has resulted in a bit of a decrease.

9:49:19 AM
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CHAIR RAMRAS referred to a chart in members” packets which
illustrates average gasoline prices, gasoline prices a month
ago, and gasoline prices a year ago, in Alaska, Idaho, Montana,
Nortn Dakota, South Dakota, Washington, and the U.S. as a whole.
He remarked that North Dakota 1is similar to Alaska 1in that the
population 1is small, it"s rural in nature, there®s no population
density, 1it"s an oil exporter and an oil producer, and has one

refinery. Consumers in Alaska, he remarked, have put forth the
argument that since the state owns the oil, they ought to be
able to purchase it for less. Chair Ramras expressed interest

in having Mr. Pulliam testify during the next hearing on these
issues, as well as iIn obtaining information from states with

characteristics similar to those of Alaska.

MR . SNIFFEN, in response to a question, proffered that ti.a
current high cost of gasoline in Alaska might be causing some
people to purchase their gasoline at stations that have cheaper
prices. So although the volume of gasoline sold at Ms. Hein"s
station, Tfor example, has decreased, he doesn"t know whether the
total volume of gasoline sold in the Fairbanks area has
necessarily decreased. He surmised that 1in some communities
where residents have the ability to cut down on consumption,
there has been a decrease 1in consumption. Consumption has gone
down even in Anchorage, for example, but only by a small
fraction, nothing large enough to have affected [retailers™]

pricing decisions.

REPRESENTATIVE GRUENBERG asked whether Alaska has developed any
common Hlaw that would remedy "this."

MR. SNIFFEN offered his understanding that if prices rose to an
unconscionable level, that there 1is a "rule of equity"” which
might allow the argument to be made that a business®s pricing is
so0 outrageous that 1it"s unfair and thus shouldn®"t be allowed.
He added, however, that he hasn"t ever seen that [argument]
successfully applied to the price of gasoline. In response to a
question, he indicated that 1in cases where that theory has been
raised, there has almost always been a better theory raised as

well - such as that fraud or a consumer protection violation
occurred that resulted in the unconscionable price - and so the
fact of a high price alone has not been the focus [of any
subsequent investigation]. In response to another question, he
observed that almost all consumer protection statutes are code-
based .

9:54:59 AM
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REPKESENTATIVE MIKE HAWKER, Alaska State Legislature, remarked
that there 1is precedent for the state to regulate the price of
essential life services via the Regulatory Commission of Alaska
(RCA), so the state could simply regulate all refining and

distribution of petroleum products. Should something like that
occur, he asked, would that result in consumers having to absorb
the entirety of such losses as those mentioned earlier? In

other words, would the price of petroleum products simply go up
even higher under a regulated environment?

MR. SNIFFEN surm®"sed that that could be a possibility. He noted
that when Hawaii put 1its refineries under regulatory control a
few years ago, prices went up right away to the maximum allowed

by statute and then never came down. Doing something similar in
Alaska would be very difficult, he opined, and mentioned that
Mr. Pulliam had been involved in coming up with Hawaii®s
regulatory framework. Under Alaska®"s current regulatory regime,
if a utility company wants to set a price for delivery of its
gas, it has to go before the RCA for a rate hearing. So if the
refineries in Alaska had their rates set by the RCA, and

something happened whereby they 1incurred a lot of rosts, they
would either have to seek some emergency relief from the RCA or
wait wuntil their next regular rate hearing before adjusting
their rates and trying to recover their loses. This would be
difficult, he again opined, because crude oil markets move far
more dynamically than those associated with other types of
energy utilities that the state already regulates.

REPRESENTATIVE HAWKER asked whether the courts have ruled that
the state may not sell its royalty oil below market price.

MR. SNIFFEN said yes, adding that there 1is also a constitutional
requirement for the state to sell its royalty oil at market
rates so as to maximize the state"s resources for the benefit of
the people, and "ompanies like Tesoro Corporation and Flint
Hills Resources must pay the price set in the world market.

REPRESENTATIVE HAWKER, referring to the aforementioned chart,
asked whether the column listing taxes includes excise taxes.

10:01:41 AM

JANE W. PIERSON, Staff to Representati/e Jay Ramras, Alaska
State Legislature, said that that column just lists sales taxes.

MR. SNIFFEN, 1in response to comments and a question, offered his

understanding that when a refinery manufactures a gasoline
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product, it goes to various types of gas stations in a variety
of ways. For example, there are company-owned gas stations that
are affiliated with the refinery 1In some way - they may be
leased through the company that owns the refinery, or they may
be "branded™ stations, which have to comply with certain
requirements - and then there are some 1independent gas stations
that use various distributors to transport fuel to them from the
refinery. Furthermore, some 1independent gas stations might have
the resources to buy their own Ffuel trucks, and so will just go

pick up their own fuel.

MR. SNIFFEN indicated that most gas stations, though, have some
kind of a relationship with a refinery - via some kind of
agreement, which might 1include a reduction from the "rack rate"”
- and have gas delivered through various types of transportation

companies. Pricing decisions are primarily left to the retail
stations, and are clearly driven by the refinery"s price for
gasoline at the rack, which is the term used foi the outlet at
the refinerywhere the gasoline is sold andpicked up by the
fuel trucks. A rack rate is what the refinery 1is selling its
gas for at the rack, various services track rack rate
information ior refineries around the world, and the

administration is using Oil Price Information Service (OPIS) to
track rack rates as part of its investigation.

MR. SNIFFEN explained that jobbers are entities that transport
fuel from the rack to the different stations, and are related to
the gas stations owners and the refineries 1iIn some way. There
are also independent distributors that own fuel trucks and
transport fuel to anyone who needs it, charging so much per
gallon for that service.

REPRESENTATIVE COGHILL, remarking that his Tfather worked as a
jobber, offered his belief that jobbers have "brand loyalty."

MR. SNIFFEN concurred.

10:09:30 AM

REPRESENTATIVE ROB ROSES, Alaska State Legislature, asked Mr.
Sniffen whether he was familiar with '"the antitrust prosecution
that occurred against independent service station owners back in

the "70s ."

MR. SNIFFEN said he 1is familiar with that prosecution as well as
with an 1investigation that occurred in the early or mid-"90s in
which it was found that there was some collusion occurring,
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though he 1is not sure whether the subject of that investigation
was indicted or subjected to criminal penalties.

REPRESENTATIVE ROSES, referring to the [prosecution] that
occurred in the "70s, explained that the State brought a lawsuit
against 18 different service station owners and that there were
about 30 stations involved because some of the people under
investigation owned several stations. This occurred back when
there were gas shortages all over the country, and [as one of
those service station owners, he"d] get calls from his
distributor five times a day saying that the price of gasoline
had changed again. During those times, if a service station
owner was Qlucky enough to buy 10,000 gallons of gasoline at one
of the day®"s low prices, then he/she could actually make a
profit, but if not, then yr ,she would end up 'giving it away"™ in
order to stay competitive with other service stations.
Representative Roses explained that he was one of the
aforementioned 18 service station owners.

10:12:33 AM

JEFF COOK, Director, External Affairs, Flint Hills Resources,
paraphrased from his written testimony, which in part read
[original punctuation provided]:

Our Company has more than 60 years of exf jrience in
the refining business. Along with the North Pole
Refinery, which we have owned since 2004, we also own
and operate refineries in Minnesota and Texas.

The North Pole Refinery began operating in 1977,
shortly after the TransAlaska Pipeline System was

completed. The Ffacility has gone through various
modifications over the years, but its basic
configuration has remained unchanged. Our refinery Iis

a topping plant meaning it lacks the sophisticated
processing capability to turn all of the crude oil
that comes into the plant into refined products.

The North Pole Refinery takes 1in between 180,000 to

220,000 barrels per day of crude oil. We heat that
crude oil to distill it into a few basic products
which we retain to sell. The rest of the stream is
then returned to TAPS. As a result, we keep only
about 50,000 barrels a day of saleable products, the
majority of which is jet fuel. In addition, we keep a
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quantity of fuel that is used to heat the crude oil in
the refining process.

There were many topping plants operating in the United
States when the North Pole Refinery opened for
business in 1977. Now, there are jJust a few.
Increased environmental emissions regulations caused
many topping plants to shut down and increasingly
stringent federal requirements on the type of fuels
produced forced others to close.

The North Pole Refinery was able to keep pace with new
environmental regulations but the changes 1in the type
of fuels required has impacted the amount of gasoline
that can be produced at our North Pole plant.

Since Tfederally mandated decreases in sulfur content
for gasoline and diesel fuel came into effect 1in the
last few years, our ability to produce those two fuels
has been substantially diminished. While the refinery
still produces some gasoline and off-road diesel, we
now buy gasoline and diesel fuel from other sources in
order to meet the full needs of our customers.

We are not in the crude production business nor do we
own retail stations and all of our products are sold
on the wholesale market.

It"s also important to note that we provide less than
one-fFifth of the gasoline used in Alaska and only a
third of the heating fuel in the Fairbanks area.

10:16:17 AM

CHAIR RAMRAS offered his understanding that Flint Hills
Resources 1is contemplating taking "draconian measures'" because
it is having a difficult time staying in business and has
ongoing tension with the State, that most refineries are able to
use natural gas to refine their products 1into gasoline; that the
price of natural gas 1is equivalent to oil at about $45 per
barrel ; and that Flint Hills Resources is still using oil to
refine its products into gasoline, resulting in more cost
compared to the refinery at Nikiski, which, he said he assumes,

uses natural gas.

MR. COOK relayed that Flint Hills Resources has to refine its
crude oil into the product - basically, gasoline - it uses to
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run its refinery in North Pole, so the high prices of crude oil

have definitely impacted the company. Most refineries in the
country do run on natural gas, and this puts the North Pole
refinery at a competitive disadvantage. It costs about

$21/MMBtu (million British thermal units) to run that refinery.

CHAIR RAMRAS offered his Dbelief that "usually the energy
equivalent between natural gas and oil is six to one"; that the
current price of natural gas at the Henry Hub is about $7; and
that the current price of Alaska North Slope (ANS) crude oil

will be about $100 per barrel. IT there was natural gas in
Fairbanks, would Flint Hills Resources be able to refine its
product for less, he asked. And, if so, would Flint Hills

Resources pass that savings on to the consumer?

MR. COOK said that if that natural gas were to be priced similar
to what it"s priced 1in the Anchorage area, it would certainly
reduce his company"s costs significantly, though long-term
market forces are what define price.

CHAIR RAMRAS surmised that iif Flint Hills Resources were to
change the type of fuel it uses to refine its product, it would
result in Tfuture savings for consumers. He offered his
understanding that 1 Bcf/year would supply the Fairbanks market,
and that Flint Hills Resources would use about 5 Bcf "in order
to swap natural gas for the function that oil 1is playing in
refining products at the topping plant.”

MR. COOK, in response to questions, indicated that some of his
company®"s proprietary information could be provided to the
legislature as long as confidentiality agreements were signed.

10 :22 .06 AM

REPRESENTATIVE HAWKER asked what it would cost to convert the
North Pole refinery so that it could use natural gas to refine

its products.

MR. COOK said he would try to provide that information to the

committee.

REPRESENTATIVE GRUENBERG raised the issue of "zone pricing,” and
noted that proposed legislation in New York would make such
illegal; that legislation - NY A 26-11 - in part reads: "PRICES
SET PURSUANT TO THE PRACTICE OF ZONE PRICING, WHEREBY A
WHOLESALE OR RETAIL DISTRIBUTOR OF MOTOR FUELS SETS PRICES ON
THE BASIS OF GEOGRAPHIC REGIONS, SHALL BE DEEMED TO BE
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UNCONSCIONABLY EXCESSIVE AND SUCH PRACTICE OF ZONE PRICING SHALL
BE PROHIBITED."™ Representative Gruenberg asked Mr. Cook whether

he*s heard of zone pricing taking place in Alaska.
MR. COOK said he has not.

10 :24 :23 AM

REPRESENTATIVE SCOTT KAWASAKI, Alaska State Legislature, asked
how Flint Hills Resources determines what 1its rack price for

heating fuel will be.

MR. COOK said that there 1is no specific formula that"s used, and
that market forces set the price and Flint Hills Resources must
remain competitive 1in order to stay in business.

REPRESENTATIVE ROSES offered his understanding that zone pricing
pertains to businesses that can access refineries in more than
one state, and is therefore not an issue in Alaska.

10:27:11 AM

DOUG CHAPADOS, President, Petro Star inc. (PSI), paraphrased
from his written testimony, which in part read [original

punctuation provided]:

Petro Star was incorporated in 1984 and became a
wholly owned subsidiary of Arctic Slope Regional
Corporation (ASRC) in 1987. In terms of companywide
refining capacity, Petro Star is, by a wide margin,
the smallest in-state refiner and the only one that is
owned and controlled by Alaskans.

Today Petro Star operates two refineries. North Pole
is our original plant and has a crude oil processing
capacity of 20,000 barrels/day. 0 -r second plant is
located in Valdez and has a crude oil processing
capacity of 48,000 barrels/day. These very simple
topping units produce military and commercial jet fuel
and, with 1increasing restrictions, home heating oil

and diesel fuels.

In addition to refining, Petro Star also markets fuel

to end users in Interior, South Central, and Western
Alaska through our North Pacific and Sourdough Fuel
divisions. It is 1important to note that while we
refine crude oil, we do not produce gasoline. The
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gasoline sold at the eleven convenience stores we
operate statewide is purchased from third parties.
For this reason, Petro St s just like any other

gasoline retailer. ...

It is part of Petro Star®s culture to be good

corporate citizens. We employ approximately 290
Alaskans, more than half of whom reside here in the
Fairbanks area. Our remaining employees can be found
in the other communities where we do business -
Kodiak, Unalaska, Valdez and Anchorage. Almost all of
ASRC*"s 9,600 shareholders - our owners - live and work
in Alaska. We provide economic benefits in the form
of employment opportunities which positively impact
Alaska®s economy, and by acting as agood community
partner.

Petro Star is very aware of, and sensitive to, the
negative iImpacts of high fuel costs on Alaskans. A
large majority of o r employees and their families
live 1in areas where v.nergy costs are extremely high.
It is mostly out of necessity that Alaskans live
energy intensive lifestyles, and we recognize that
high energy costs fall especially hard on the
residents of this state. High costs have also opened
the fuel industry to criticism, but *e consider it a
privilege to provide this essential service,
especially in the more isolated regions of Alaska. .-

The challenges TfTacing refiners across the country are

growing and this is especially true for small refiners
like Petro Star. Increasing environmental
regulations, such as the proposed carbon tax and the

ongoing implementation of low sulfur fuel standards to
name but two, pose significant economic challenges for
our company and undoubtedly will impact the prices
Alaskans pay for fuel in the future.

Modifying just one of our small refineries to produce
ultra-low sulfur diesel is estimated to cost
substantially more that it did to build the refineries
in the first place and we are now 1in the process of
deciding whether this huge investment can be justified
and what our options are if it can"t. ...

Record high crude oil costs are a mixed blessing; on
one hand they provide substantial revenue to the state
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treasury and help grow the Permanent Fund, yet these
same high crude oil prices also create very real
hardships for Alaskan Tfamilies and businesses, and
impose drag on our nation®s economy.

Though admittedly a short term solution, Petro Star
views the Resource Rebate as a positive step and can
report that we immediately implemented another
provision of this Jlegislation by passing along the
savings from suspension of the State Motor Vehicle
Fuel Tax to our customers.

While the last few years have been good for Petro
Star, our business is volatile and good years are
often offset by bad ones. Being small, Petro Star
does not have the same economies of scale enjoyed by
our Qlarger competitors, and while we always price our
products to be competitive, we are not 1in a position
to dictate the prices we pay for fuel or the market
prices of the products we produce.

Petro Star has deep roots in the state of Alaska and
we are committed to providing superior and competitive

services to our customers. We take pride in our
ability to successfully compete in the Alaska
marketplace and Jlook forward to a continued positive
relationship with our customers, the communities in

which we do business, and the State of Alaska.

10:32:19 AM

CHAIR RAMRASasked whether having access to natural gas in
Fairbanks would reduce Petro Star"s production costs, and
whether the same would be true if there was natural gas

available in Valdez.

MR. CHAPADOS said natural gas would be cheaper than the fuels

Petro Star currently burns at 1its refineries, but pointed out
that there 1is some limit with regard to how much natural gas
could be used to supplant the existing Tfuels. For example,
there are components 1in the crude oil stream - when crude is
processed in the refinery - that are not practical to return to
the pipeline, and so those components are burned as refinery
fuel. Petro Star could take advantageof natural gas prices,
but not to the extent that it might at first appear. In
response to a question, he explained that low-sulfur fuel

standards are part of the Clean Air Act, began taking effect in
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Alaska June 1, 2006, and address the sulfur content of diesel
fuels and gasoline. In response to another question, he
concurred that refined fuel is a value-added product, and
characterized it as a signific nt contributor to the state"s

economy.

MR. CHAPADOS, in response to other questions, explained that
fuel-quality standards are set at the federal Ilevel; that Petro
Star has been designated by the Environmental Protection Agency
(EPA) as a small refiner; that that designation allows Petro
Star to delay complying with federal Jlow-sulfur fuel standards
for roughly four years, but Ilimits the volume of high-sulfur
fuels - such as diesel for off-road use and heating oil - that
it can sell from its two refineries; that the volume caps that
were 1imposed on Petro Star were based on years when the company
sold less volume; and that as a consequence, Petro Star must now

truck product from its refinery in the Interior down to
Southcentral Alaska, and truck product from it"s refinery in
Southcentral up to the Interior, thus incurring greater cost,
which it must recoup. He mentioned that it is far more
efficient and cost effective to transport fuel by bara than by
truck. In response to another question, he indicated that the

aforementioned delay in having to comply with the federal low-
sulfur fuel standards was the result of input from the state
regarding the distinction between urban and rural areas of the

state.
10:39:27 AM

REPRESENTATIVE HAWKER questioned whether Jlow-sulfur standards
are really necessary in Alaska or whether it"s just a case of
Alaska getting swept up in the national trend.

MR. CHAPADOS indicated that those standards should be applied in
Alaska because modern vehicles that are designed to burn ultra-

low sulfur diesel cannot burn high 1iulfur diesel. In response
to comments and a question, he explained that prior to
implementation of low-sulfur diesel standards, all refiners in
Alaska could produce "highway diesel fuel,”™ but now the only in-

state refinery that is now capable of producing ultra-low-sulfur
diesel fuel 1is the one owned by Tesoro, and that [conversion]
did not come cheap to Tesoro. In contrast, Pe" ro Star has a
limited ability to produce what is known as Qlow-sulfur diesel
fuel, but, again, Petro Star is also limited with regard to the

volume it may sell.
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CHAIR RAMRAS asked Mr. Chapados what Petro Star®s profit margin
is with regard to the sale of gasoline at 1its 11 convenience

stores.
MR. CHAPADOS declined to provide that specific information. He
added that 1in general, Petro Star 1is seeking to be competitive

with other gas stations near its retail locations and at least
break even on its ‘'"gasoline volumes"; Petro Star makes more
money on the other products it sells at 1its convenience stores

that it does on gasoline sales.

10:45:23 AM

REPRESENTATIVE KAWASAKI asked how Petro Star calculates 1its rack

rates.

MR . CHAPADOS said Petro Star is seeking to be competitive,
adding that his company won-"t sell heating oil to other
distributors, for example, 1if its prices aren"t competitive.

REPRESENTATIVE KAWASAKI asked Mr. Chapados if he could prove
that Petro Star 1is passing on to consumers the $.08 savings
resulting from the repeal of the State"s ".otor fuel tax.

MR. CHAPADOS agreed to get that information to the committee.

REPRESENTATIVE KAWASAKI expressed concern that because gasoline
goes from a refiner to a distributor and then to a retailer,
that that savings has not been passed on to consumers and is
instead simply being absorbed somewhere.

MR. CHAPADOS indicated that he would be providing information
which illustrates that his company®s prices dropped by $.08 as
of September 1, 2008. In response to co-dents and questions, he
explained that jet fuel is typically sold to large commercial or
military entities and so retail prices are tied to published
indices regardless of what a barrel of crude oil 1is selling for
on the global market. He relayed that curing that period when
the cost of a barrel of oil increased so dramatically, Petro
Star did not pass on that increase to its heating fuel

customers.

CHAIR RAMRAS offered his belief that the public perception is
that "everybody in the chain”™ did exceedingly well during that
time period and engaged in bad behavior and took advantage of
the situation. The goal of the committee, hu relayed, is to
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determine why, as the price of a barrel of oil comes down, there
is not a commensurate decrease in the retail price of gasoline.

MR. CHAPADOS said his sense is that that increase in the pi ice
of crude oil was not passed on in its entirety. In response to
a question, he explained that heating oil makes up the smallest
part of Petro Star®s sales.

REPRESENTATIVE COGHILL questioned whether Petro Star, if it no
longer had the militarybases 1in the Interior as customers, it
could start selling more heating fuel to people in the Fairbanks

area.

MR. CHAPADOS said it could not because of the aforementioned
volume caps pertaining to high-sulfur diesel; the only other
outlet for that product would be to truckit all down to

Anchorage as jet fuel.

CHAIR RAMRAS remarked that Alaska®s fuel market 1is fragile and
tied to the military, and noted that when he"d spoken of the

problems facing Flint Hills Resources to someone in the
administration, that person indicated that Petro Star would
simply buy Flint Hills Resources. All refineries have a fragile

nature, he concluded, and are not making vast amounts of profit
as 1s assumed by the public.

REPRESENTATIVE COGHILL asked what the state®"s gasoline needs are
and whether it 1is necessary to import gasoline into Alaska to

meet those needs.

CHAIR RAMRAS offered his understanding that Southeast Alaska
must get its gasoline from Seattle.

10:5-1:49 AM

REPRESENTATIVE HAWKER asked whether the commitment from the U.S.
Department of Defense (DOD) to require a conversion Tfrom regular
diesel fuel to synchetic fuel at Alaska"s military basis will
threaten the fuel industry®"s stability iIn the state.

MR. CHAPADOS said it is a threat.

REPRESENTATIVE HAWKER surmised that the state would have to
build new refineries to accommodate such a conversion, and that
the resulting costs being passed onto retail consumers will get

even worse.
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CHAIR RAMRAS indicated that an example of a synthetic fuel would
involve converting "coal to liquids." He surmised that a
closure of EielsonAir Force Base would also pose a threat to

Petro Star.

MR. CHAPADOS concurred.

CHAIR RAMRAS relayed that he would like to hear comments
regarding a proposal to Ilimit the price of crude oil for in-
state use, and what effect that would have on the prices of
gasoline and home-heating oil.

10:58:23 AM

KIP KNUDSON, Manager, External Affairs, Tesoro Alaska Company,
referring to his PowerPoint presentation, said that Tesoro"s
Kenai refinery [in Nikiski] was first started in 1969 and is now
heavily integrated with the community, and suggested that
members should look at the refining industry as the most
successfTul value-added industry that the state has ever had. He
relayed that Tesoro Corporation 1is an independent refiner and
marketer - with the Kenai refinery remaining what he called the
legacy asset - and 1is publicly traded as TSO on the New York

Stock Exchange (NYSE).

MR. KNUDSON indicated that Tesoro Alaska Company has three major
elements: the refinery, a distribution network, and its retail
sites. The Kenai refinery"s "nameplate"™ <capacity 1is 72,000
barrels per day, though it never operates at that capacity, and
it has over 200 employees and an award-winning safety record

recognized nationwide. The Kenai refinery 1is what he called a
"inedium-complexity refinery™; it makes several different
products, and production volume is increased via the addition of
catalysts. Of the seven products that the Kenai refinery
produces, there are three - heavy vacuum gas oil, fuel
oil/bunker, and road asphalt - that don"t really have any market
in Alaska, and thus one-third of the plant®"s production has to
be exported. About 50 percent of the Ker.ai refinery®s crude oil

supply comes from the North Slope, about 25 percent comes from
Cook Inlet, and about 25 percent comes from foreign sources
illustrated on slide 6 of his PowerPoint presentation - because
the refinery can"t currently buy enough <crude from Alaska
sources to satisfy its demands.

MR. KNUDSON relayed that Tesoro was the Tfirst company hauling

crude oil and refined products 1iInto the state to use double-
hulled tankers, currently charters two tankers with a capacity
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of roughly 500,000 barrels each, and has exceeded regulatory
requirements by stationing a chartered ‘'assist tug" at its
Nikiski dock to help tankers on and off the dock. He 1indicated
that slide 9 of his PowerPoint presentation illustrates the
paths that the Kenai refinery"s product takes in terms of supply

and distribution. The Kenai refinery has racks at Nikiski for
asphalt, propane, butane, - it ™line, and diesel, and has a 70-
mile, 10-inch, "clean prod . _s only"™ pipeline that runs fronm
Nikiski up to the port of Anchorage and - via a spur line - the

Anchorage airport.

11:06:14 AM

CHAIR RAMRAS asked ’lether Tesoro sells product only to Tesoro
di stributors.

MR. KNUDSON said Tesoro will sell product to anyone who will buy

it. After noting that Tesoro has two terminals at the port of
Anchorage, he indicated that slide 12 of his PowerPoint
presentation references the 31 convenience stores owned by
Tesoro - 29 of which sell fuel under the "2go"™ 1logo - and
Tesoro"s 58-plus branded dealers. Acknowledging that consumers
are extremely frustrated with the high price [of gasoline], he
offered the following contributing factors: the cost of the raw
crude oil, the <cost to refine that ©product, the cost to
distribute that refined product, the cost of marketing, taxes,
and [the influence of] competition. Furthermore, there will be

fluctuation daily with regard to which of those factors is
contributing most heavily to the retail price, though the cost
of crude oil constitutes "the [lion®"s share”™ of costs to the

company.

MR. KNUDSON observed that Tesoro is in a commodity business; it
buys a commodity, that being crude oil, and sells a commodity,
that being gasoline and heating oil, both of which are traded on
the mercantile exchanges, which in turn - to a large extent -
have some influence over what retail consumers are paying.
Tesoro, he assured the committee, is not "in a cost plus
business'"™; just because the company has costs doesn"t mean that
those costs will wultimately be recouped via sales. Several
[global] factors influence the price of crude oil, and thus it
is hard to predict what that price will be from month to month.

MR. KNUDSON explained that refining and distribution costs are

based on global and regional factors: regional factors within
the state, regional factors in the state "writ large,” West
Coast factors, and world factors. On the issue of environmental
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regulations, he relayed that Tesoro invested $60 million 1in the
sulfur-stripping process at the Nikiski refinery  just to
essentially stay in the diesel business, and this investment
won"t be increasing production amounts at all. That same
investment had to be made just to stay in the gasoline business;
furthermore, an additional capital investment will have to be
made in the future in order to meet [forthcoming] new
requirements regarding benzene levels. These are all external
forces influencing the retail price of the product.

11:11:06 AM

MR. KNUDSON offered his belief that as the state®"s natural gas

pipeline moves forward, it will be difficultto keep [employees
at the refinery] . The market sets the price,he »-nt on to say,
and referred to slide 15 of his PowerPoint presentation as
illustrative of those things that influence the market. In

response to a question, he said that the graph on slide 16 shows
that Alaska has a very small market for motor fuel [compared to

some other western states].

CHAIR RAMRAS asked that the committee be provided a similar
chart with comparisons between Alaska ar.d ldaho, Montana, North

Dakota, and South Dakota.

MR. KNUDSON agreed to do that, adding that Alaska®"s small market
is a contributing factor with regard to how the market performs.
He explained that jet Tfuel "is king in Alaska'"; that"s what the
refineries in Alaska were built to produce 1in order to satisfy
the 1international jet fuel trade at the Anchorage and Fairbanks
airports. Gasoline and diesel fuel, to a certain extent, are
simply byproducts of those refineries. Additionally, the Alaska
market shows more '"seasonality”™ even when compared with the West
Coast. The times when one wouldn®"t want to be either a refiner
or gas station owner are February, April, and November.

MR. KNUDSON, referring o slide 13 of his PowerPoint
presentation, emphasized that retail prices are set by retail
station owners, and Tesoro only controls retail pricing at its
29 convenience stores that sell gasoline, and has no influence
over the prices at any of the other stations in the state.
Retail prices also respond to differing local conditions.
Again, the Alaska market 1is very small and very seasonal. He
relayed that Tesoro, under confidentiality agreements, will be
working with Mr. Sniffen to provide him the information he is

seek ing.
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REPRESENTATIVE ROSES asked how Tesoro"s price structure changed
after the adoption of Alaska®s Clear and Equitable Share (ACES)

legislation.

MR. KNUDSON said passage of that legislation didn"t affect what
Tesoro is paying for its crude oil because that price is based
on the global price, and the tax rate that producers pay Iis
independent of that price. He 1indicated that after the recent
repeal of the State®s motor Tfuel tax, some retailers relayed to
him that they were concerned that that repeal didn"t take into
account that they purchased their product when the tax was still
owed but then didn"t sell it until after that tax was repealed.

11:16:12 AM

REPRESENTATIVE HAWKER asked whether, when Tesoro buys a barrel
of crude oil, Tesoro must then use all of it because it can"t be

put back into the pipeline.

MR. KNUDSON said yes, and reiterated that roughly a third of
Tesoro"s refined products must be exported to markets outside of
Alaska; furthermore, those products generally sell at or bel, w
the price of the raw crude oil used to make them. In response
to questions, he relayed that the percentage of foreign oil that
Tesoro buys will be going up as production in Alaska declines;
that the '"crude buyers™ at his company would 1love to be able to
purchase more Alaska crude oil; and that up until the Ilate <"90s,
Tesoro was a big purchaser cf the state®"sroyalty oil, but

doesn"t purchase such oil now.

MR. KNUDSON, 1in response to further questions, relayed that the
tankers which Tesoro contracts operate under the Jones Act; that
Tesoro does receive shipments from foreign vessels; and that
Cook Inlet 1is limited with regard to the number of barrels that
can be onboard a vessel because ofspill response requirements.

He noted also that Tesoro has to use crude with a chemical
signature similar to that found atthe North Slope because it
was around that signature that the refinery was built. In

response to still further questions, he said that Tesoro uses
natural gas in its refining process, and that each refinery has
its own advantages and disadvantages in the market.

REPRESENTATIVE KAWASAKI asked how Tesoro"s rack price is
determi ned.

MR. KNUDSON said he doesn"t know, but surmised that such
information would be proprietary in nature and that Mr. Sniffen
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would be investigating Tesoro's rack pricing processing.
Pricing is a market-driven opportunity, he added.

REPRESENTATIVE KAWASAKI, referring to slide 15, asked how the
large spot market price in Seattle, San Francisco, and Los
Angeles TfTactors into Tesoro"s pricing decisions.

MR. KNUDSON explained that those spot market prices are
guidelines and are unbelievably fluid compared to market prices
in Alaska; that those markets take in product from tens if not
hundreds of refineries; and that the characteristics and swings
in those markets don"t always apply to Alaska, but are always

taken into consideration.

11:25:26 AM

REPRESENTATIVE HAWKER asked how much of Alaska®"s demand for
motor Tfuel Tesoro supplies.

MR . KNUDSON said he is not sure, and 1is also not sure that
anyone at Tesoro is keeping track of those statistics. He
offered his guess that Tesoro 1is a large player in satisfying
Alaska"s demand for motor fuel, but noted that imports can also

have influence on retail price.

REPRESENTATIVE HAWKER surmised that it would be hard for someone
to buy gasoline in Washington, ship it to Anchorage, and then be

competitive with Tesoro.

MR. KNUDSON said he doesn"t know that to be the case,
particularly given that at some point, other refineries will
also be producing ultra-low-sulfur diesel.

REPRESENTATIVE KAWASAKI asked Mr. Knudson to provide the
committee with proof that the repeal of the $.08 motor fuel tax

is being passed on to Tesorols consumers.

MR. KNUDSON agreed to do so for Tesoro"s 29 convenience stores
that sell gasoline.

CHAIR RAMRAS - referring to the aforementioned chart which
illustrates average gasoline prices, gasoline prices a month
ago, and gasoline prices a year ago, 1in Alaska, Idaho, Montana,

North Dakota, South Dakota, Washington, and the U.S. as a whole
- questioned why there is such a great disparity 1in pricing
between Alaska and other rural states with small populations.
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MR. KNUDSON surmised that in that chart, Alaska®s average price
was calculated using the retail gasoline prices in both urban
and rural communities - fTor example, averaging the retail price
in Fairbanks with the retail price 1in Bethel.

CHAIR RAMRAS offered his understanding that instead the average
prices for Alaska were calculated using only retail gasoline
prices in Alaska"s Railbelt communities.

MR. KNUDSON said, "lIt"s market forces that have ... produced
these prices, [for both] the price one year ago and the .-
current [price]." He mentioned that he has a newspaper clipping

stating that 1in March 2007, Anchorage had the nation®s lowest
gasoline prices.

REPRESENTATIVE HAWKER asked why Alaskans haven*®t seen a
reduction in retail motor fuel prices similar to what occurred
with the price of a barrel of crude oil over the Ilast three
months a 46 percent reduction.

MR. COOK, reiterating that Flint Hills Resources provides less
than one-fifth of the gasoline used in Alaska, concurred with an
earlier statement that had the retail price ofgasoline kept wup
with the price of crude oil, gasoline prices would have been
closer to $6/gallon, or certainly a 1lot higher than they did
get. Because the retail price of gasoline did not Kkeep up with
the price of a barrel of crude oil, he explained, Flint Hills
Resources 1lost money during the majority of the last 12 months.
Furthermore, even though the price of <crude oil has dropped
recently, it 1is still at an unprecedent.edly high price, and so
in order to stay in business, Flint Hills Resources can"t afford
to continue to lose money, particularly given that the costs of
operating its refinery are also unprecedentedly high. He
assured members that Flint Hills Resources would be providing,
under confidentiality agreements, proprietary information to the

DOL.
11:36:15 AM

REPRESENTATIVE HOLMES pointed out, though, that retail pricer of
gasoline have already come down everywhere else 1in the country,
and they never got up to $6/gallon in those Ilocations either.

MR. KNUDSON mentioned that over a year ago, he"d participated in
an inquiry conducted in the state of Washington, wherein

investigators went county by county, Jlooking at the variability
in retail gasoline prices within the state of Washington, and
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every county had different reasons for charging a particular
price, and every county had finished product from a variety of

different sources. Mr. Knudson surmised that Mr. Pulliam, when
looking at Alaska®"s data, will be able to glean answers from the
data, but he doesn"t have the ability to do so In conclusion,

Mr. Knudson said it seems like the market is currently working

the way it always has.

CHAIR RAMRAS remarked, "Certainly not for the benefit of the
consumers." He asked what percentage of the state®s motor fuel

needs 1is being satisfied by Tesoro.

MR. KNUDSON said he doesn®"t know, and, even if he did, he
wouldn"t be able to divulge that proprietary information 1in this
venue. In response to a question, he said that although one
might be able to find out who 1is producing gasoline in the
state, one wouldn®"t be able to find out who is importing it into
the state, particularly given that there 1is nothing preventing
someone from importing gasoline to any tidewater port 1in the

state.

CHAIR RAMRAS questioned what would occur if a constitutional
amendment were introduced [and passed by the voters] to put a
cap on how much crude oil was sold for - from the state"s
royalty share - to [in-state] refiners for the production of
gasoline and heating oil [for in-state use].

MR. KNUDSON said it would be difficult to predict what the
results would be until such an amendment was actually passed.

CHAIR RAMRAS countered, "We certainly couldn®"t do it until vyou
predicted what it would do."

REPRESENTATIVE COGHILL surmised that market dynamics, whether
Alaska has the ability to sell [enough royalty oil to meet in-
state demands], and the constitutionality of such a cap would

all have to be considered.

1L:42 12 AM

CHAIR RAMRAS asked at what point will the state itself have to
buy oil from the producers in order to meet its contractual

obiigat ions.

MR. COOK pointed out that Flint Hills Resources 1is only allowed
to have 85 percent of what it buys be royalty oil, with no more
than 95 percent of that coming from any given Tield. Today,
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with the reduction in the Trans-Alaska Pipeline System (TAPS),
and the aforementioned restrictions, if Flint Hills Resources
were to demand the maximum amount of royalty oil it could, the
state would be hard pressed to meet that demand; Flint Hills
Resources 1is taking Tfar less than 1its maximum allowable amount

of 77,000 barrels per day.

MR. CHAPADOS, in response to a question, said that Petro Star
gets its crude oil supply from one of the major producers.

MR. COOK, in response to a question, said that Flint Hills

Resources takes in as much royalty oil as it has product demand
to sell, and, because of the aforementioned federal

restrictions, is at maximum capacity with regard to gasoline
[production].

MR. KNUDSON said the production rate [at his company] 1is geared
to meet market demand, and so [his company] doesn"t want to make

25 percent more, for example, than there 1is demand for, one,
because there 1isn"t any place to store it and, two, that®"s just
not good business. Furthermore, production [demand] changes

daily and monthly.
17 45~ 11 AM

MR. CHAPADOS said that Petro Star®"s Valdez refinery runs very
near capacity, and 1is doing some expansion in order to be able

to process more crude oil. The North Pole refinery, because of
the aforementioned federal restriction, doesn®"t run at capacity
at all times. Petro Star is having to anticipate what its

volumes of high-sulfur diesel and heating oil products will be,
and so may have to either forego some sales or transport product

down to Anchorage. “"That has cut into our crude oil runs at
that North Pole ... [refinery],"” he added.
MR. KNUDSON, in response to questions, reiterated that Tesoro"s

Kenai refinery never runs at maximum capacity, but also doesn"t
want to have idle equipment, because a lot of plants don"t run

well when operating under capacity. He indicated that details
with regard to Tesoro"s output rates will be provided to Mr.
Sniffen under confidentiality agreements. In response to a

further question, he said he doesn"t know how Tesoro"s average
refineries compare with other refineries 1in the U.S. with regard

to unit costs.

REPRESENTATIVE HAWKER opined that such information 1is relevant.
He indicated that he is questioning whether some of Alaska“®s
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costs are driven by a unit cost differential inherent in smaller
refineries. He asked whether Tesorols unit costs are consistent

at all 1i1ts refineries.

MR. KNUDSON said he would research that issue Tfurther.

REPRESENTATIVE HAWKER - referring to the aforementioned chart
which illustrates average gasoline prices, gasoline prices a
month ago, and gasoline prices a year ago, in Alaska, Idaho

Montana, North Dakota, South Dakota, Washington, and the U.S. as
a whole - pointed out that a year ago, the price of regular
gasoline less taxes in Alaska was about the same as it was in
North Dakota, where Tesoro owns the only refinery, whereas a
month ago, the price of regular gasoline less taxes in Alaska

was about a dollar more than ¥ was in North Dakota.

11:50:47 AM
MR. KNUDSON said he doesn"t know why that is.

CHAIR RAMRAS noted that with the recent decrease in the price of
a barrel of oil, the retail price of heating oil has dropped in
his area, but, again, a similar decrease in theprice of

gasoline has not occurred. He questioned what the difference is
between those two types of fuel that would account for such a

aiscrepancy.

MR. KNUDSON relayed that heating oil 1is a high-sulfur product
whereas highway fuel 1is an ultra-low-sulfur product, so they are

really two different products these days.

CHAIR RAMRAS <clarified that his point 1is that market forces
appear to have affected the price of heating Tfuel but don*"t
appear to have affected the price of gasoline.

REPRESENTATIVE COGHILL asked how, if companies spent the capital
to upgrade their refineries so as to be able to produce ultra-
low-sulfur fuel, that cost would be passed on to the consumers.

MR. KNUDSON said he couldn"t answer that question accurately
today, but surmised that Mr. Sniffen would be investigating that
issue in the near future. He remarked, however, that just
because his company makes a capital investment, that doesn"t
mean that it will be able to just raise the price of Tfuel Iin
order to recapture that 1iInvestment - there 1is no connection
between the two. In response to comments, he indicated that he
wouldn®"t be able to say whether Tesoro Corporation tries to
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recoup costs incurred at its refineries in competitive areas of
the nation through 1its prices 1in Alaska, where competition is

not so stiff.

REPRESENTATIVE GRUENBERG offered his understanding that some
other states have authorized - and provided funding for - their
attorneys general to investigate, these types of issues, and
opined that the legislature would be well advised to try and get
a handle on what the causes [oF continued high retail fuel
prices] are 1in Alaska, and investigate whether anything can be
done to help keep costs down. He remarked that 1if they could
figure out why [in March 2007] gasoline prices in Anchorage were
the lowest in the nation, it could perhaps provide some clues as

to how to make it happen again.

11 :59:00 AM

MR. KNUDSON suggested that perhaps some Internet sites could

provide some pricing data from that time. He remarked that
although prices in the Lower 48 tend to go up and down much more
sharply than they do 1in Alaska, "they always intersect over the
long term - always."

REPRESENTATIVE GRUENBERG asked whether pricing is entirely
random.

MR. KNUDSON offered his belief that to a very great extent,
pricing 1is based on local market conditions, such as the number
of retail sites, wholesalers, trucks, pipelines, and refineries

there are in a particular local. In response to a question, he
surmised that attempting to explain what the retail price of
gasoline will be 1is the same as attempting to predict v/hat the
price of a barrel of oil will be. They are both a commodity and
therefore subject to all Kkinds of market influences and factors
only some of which can be charted, studied, estimated, and

projected over the years.

REPRESENTATIVE GRUENBERG suggested that even a little bit more
information would be helpful in attempting to solve the problem.

MR . KNUDSON predicted that when the DOL"s investigation is

concluded, it will show that there isn"t really a problem;
consumers may not Ulike the price, but the market 1is performing
as it should. He then referred to the aforementioned Washington

investigation, and noted that although an unbelievable amount of
data was analyzed, the conclusion was that the markets were
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operating as expected, regardless that they weren"t predictable
or understandable at every point in time.

REPRESENTATIVE ROSES relayed that back when he was a gas station

owner, the prices were so volatile that a group of service
station owners in Anchorage decided to form a gasoline retailers
association. That group would meet to talk about what was
occurring in the market, but didn®"t discuss price fixing.
Representative Roses said he went to one meeting, and when he
was asked at that meeting how he determined what price to
charge, he said he simply looked to see what his nearby

competition was charging, and when asked what he did about his
signs, he said he stopped displaying prices because he was tired
of having to change his signs several times a day. He indicated
that his refusal to post prices was considered to be price
fixing. Those of that group who were successfully prosecuted
were vrequired to Ilower their gasoline prices for the next six
months. Representative Roses said that during that time, when
he was competing with those stations that had had to lower their
prices, he was selling his gas for $.04/gallon less than he paid

for it.

The committee took a recess from 12:07 p.m. to 1:59 p.m.

CHAIR RAMRAS - after stating the committee®s goal and recapping
what transpired earlier in the meeting Tfor the representatives
from Safeway, Inc. - asked who provides Safeway stores in Alaska
with gasoline products; in other words, which refiner do those
products come from and what distribution source does Safeway
use.

2:04 37 PM

RAY WEST, Senior Corporate Counsel, Safeway, Inc., said that

some of the company®s gasoline products come from out of state,
and offered to research that issue Tfurther.

2:05:05 PM

GLENDA WOOD, Director, Pricing and Promotion, Safeway, Inc.,
relayed that in Alaska, Safeway gets most of its gasoline from
either Flint Hills Resources or [Tesoro Alaska Company].

2:05 23 PM
JOE GULLEY, Manager, Denali District, Safeway, Inc., added that
because of logistics, gasoline for the Safeway stores in
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Southeast Alaska - Juneau and Ketchikan - comes through the
Seattle distribution link.

MS. WOOD relayed also that 1in Southwest Alaska, Safeway stores
get their gasoline through a couple of different brokers in

Alaska.

MR. GULLEY, in response to a question, listed the Safeway stores
in Alaska.

MS.  WOOD, in response to questions, said that Safeway also
operates gasoline stations in Washington, Oregon, California,
Colorado, Arizona, Texas, Illinois, on the East Coast, and 1in
Canada; that in general, the percentage that Safeway®"s retail
gasoline prices rise or fall 1is similar in all of 1its retail
markets; that in the Ilast five years, market volatility has

increased, and thus Safeway has had difficulty 1in all of its
markets dealing with high costs while still pricing its gasoline
competitively; and that Safeway prices its gasoline as a whole
and doesn"t differentiate price according to which state the
gasoline will be sold in -but the company has seen the rapid
cost increases along with the not-so-rap:d cost decreases at all

of i1ts stations.
2:13:47 PM

CHAIR RAMRAS, in response to a question, relayed that for its
chart that illustrates average gasoline prices, gasoline prices
a month ago, and gasoline prices a year ago, in Alaska, |Idaho,
Montana, North Dakota, South Dakota, Washington, and the U.S. as
a whole, the committee used information from tx- American
Automobile Association (AAA) web site. That chart illustrates
quite a difference 1in pricing in Alaska compared to other states

in the [Pacific Northwest].

MR. WEST questioned whether the recent troubles at the Flint
Hills Resources refinery might have had an impact on Alaska”s

prices.

CHAIR RAMRAS said the committee 1is specifically interested 1in

the apparent lag in which prices in Alaska compared to prices
elsewhere 1in the country - are dropping back down to something
considered normal. He asked for information about Safeway”s

“"pricing power."
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MR. WEST said he 1is not sure that Safeway considers itself to
have much pricing power; instead, generally, Safeway simply
surveys its competitors to determine how to price its product.

MS. WOOD added that Safeway also factors in the substantially
higher wholesale costs in Alaska. In Alaska, Safeway purchases
product from independent refiners who in turn have had to buy
product from the secondary market; Safeway buys its product at
the best possible prices from the 1independent refiners - though
those prices are higher in Alaska than they are 1in other states
- and then prices its retail product accordingly. In response
to a question, she proffered that wholesale prices in Alaska are
higher because of the state"s limited refining capacity. The
few refiners there are in Alaska are small and have to buy their
raw crude from one of the major companies and then mark up their
prices accordingly. Safeway buys refined products at contracted
rates, but must then transport those products to 1its retail
sites, thus incurring transportation costs. And when Safeway
has to 1import its gasoline from out of state, Safeway"s retail
prices reflects those higher transportation costs. Most of the
gasoline used in Alaska 1is not refined in Alaska, she noted.

MR.  WEST, in response to a comment, reiterated that for its
Ketchikan and Juneau stores, Safeway transports gasoline up from
Washington. He remarked that in Alaska, there 1isn"t a lot of
competition among refiners, and that those refiners, jJust like
refiners everywhere else, are subject to the "spot «crude oil
markets."

REPRESENTATIVE GRUENBERG said that 1if it were true that the
transportation costs of Safeway®"™s gasoline products are what

results in higher retail prices, then those same transportation
costs should also be affecting the prices of Safeway®"s other
products, but that doesn"t seem to be the case - the price of

Safeway"s gasoline 1is higher, proportionally, than the price of
its other products.

MR. WEST offered his belief that most products that Safeway
cannot source in Alaska do include a premium for transportation,
though he 1is not sure how big that premium is or how it compares
to [the one associated with Safeway”s retail gasoline],
particularly given that gasoline must be shipped differently due
to regulatory requirements and other issues.

2:25:00 PM
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REPRESENTATIVE GRUENBERG noted that the committee 1is questioning
whether the increase in gasoline price is due to those in the
petroleum industry or due to those in the transportation

industry.

MR. WEST said:

The fact that we -—>re able to ship gas from the

state of Washington economically points to the Tfact
that the ... refiner®"s price 1iIn Alaska 1is relatively
high Were that not the case, I think 1it"s obvious
that we could ship the product from Alaska,
econonically, rather than having to go to Seattle to
get it. Which doesn®"t necessarily mean that

transportation cost is solely to blame for higher
prices in Alaska; we think also that limited refining

capacity there is part of the problem.

CHAIR RAMRAS pondered whether refiners in Alaska set their
prices based on what it would cost an outside refiner to ship
petroleum products to Alaska from t.he Lower 48.

MR. WEST said that from an economic standpoint, it"s hard to
imagine how the wholesale price in Seattle and the cost of
sh_pping wouldn"t, to some extent., influence and perhaps
discipline the price that refineries in Alaska are charjing.

PM
CH; R RAMRAS asked how Safeway views ts gasoline sal”s.

MS. WOOD 1indicated that because Safeway is pnmar: y ti the
business of selling groceries, it views its gasoline saie? as a
customer convenience. Particularly as gasoline prices escalate,
selling gasoline at Jlower prices provides Safeway®s cui lomers
with another form ot a reward for shopping there, and Safeway
has found that providing discounts for gasoline is viewed by its
customers as a more meaningful rewa.d than providing discounts

for grocery items.

MR. WEST .dried, though, that Safewa/ still expects its fuel
department to show a profit at the enm of the year and certainly

not to lose money.

CHAIR RAMRAS surmised that the assumption of Safeway®s customers
is that Safeway®s posted retail gasoline prices before any
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reward discounts are applied - really are comparables with those
of nearby competitors.

MS. WOOD, in response to comments and questions, relayed that
Safeway"s divisions are looked at as a whole, and that Safeway"s
costs are reflected in its retail prices.

MR. WEST, in response to comments and questions regarding
Safeway"s profit margins andcosts in the different states in
which it operates, declined to answer on the basis that that

information 1is proprietary.

MS. WOOD added that research of rack price data would reveal
whether, in each state 1in which it operates, Safeway"s retail
prices are a consistent percentage higher than 1its wholesale

costs.
n:1 ::5 PM

REPRESENTATIVE ROSES relayed that back when he owned two car
washes that also sold gasoline, it was not his intention to make
money on his gasoline sales, and, iri fact, he occasionally sold
gasoline for less than he bought it for because his goal was to
encourage customers to use his car wash services. Back then, he
noted, his average price markup was $. 05/gal lori, and almost all
gasoline stations were TfTull service stations, and a lot were
owned by mechanics who also happened to sell gasoline. Back
then, the retail market was extremely competitive, and one of
the advantages he obtained when he became a branded retailer for
Union 76 gasoline products was that he didn"t have to pay a fee
on any sales paid for wjth a Union 76 credit card, whereas the
fee he was charged for ail other credit card sales was about 2

percent. He then reiterated some of Qlus comments from earlier
in the meeting, and indicated that even when he was able to buy
gasoline products for a lower price from his distributor, he

still had to mark up his retail, pi ices such that he could afford
to pay the [potent lallyl highei cost of his next purchase.

IThe chan ing site muted audio due to teleconference
interference; therefore, no audio is available loi that

timeframe.]
- -Ebl:/-" n=
REPRESENTATIVE ROSES provided anecdotal information about his

experience as a gas station owner, and recalled how state and
lederal taxes were simply included as part of the price he paid
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for a load of fuel; therefore, when he was alsocharged a

corporate tax, it was based on his gross sales, which included
federal and state taxes, and so he was taxed on the money he was
paying for taxes. He remarked that gasoline 1is not a product

upon which to make money, because the retail gasoline industry
is too competitive, too regulated, and too restrictive.

CHAIR RAMRAS surmised that retallers aren®"t making a profit, and
therefore any profit to be made in this industry must be being
made by either the distributoio or the refiners, though the

latter only with difficulty.

REPRESENTATIVE ROSES pointed out that transportation costs must
also be factored in.

CHAIR RAMRAS suggested, though, that some retailers are very
close to a refinery and so therefore don"t bearmuch in the way
of transportation costs but still charge retail prices
competitive with those stations that have to have their fuel

transported in from further away.

REPRESENTATIVE HAWKER noted, though, that some of those stations
are located in areas that have a sales tax.

REPRESENTATIVE ROSES indicated that depending onwhat a refinery
is charging, a retail station owner might be able to purchase
gasoline from further away and have it shipped for less cost
than he/she could buy it for from a nearby refinery.

j:"le . PM

LISA SUNDBORG, Office Manager, AlasK.a Petroleum Dist. ribut ing
Tr- ., lelayed that her company delivers fuel, both wholesale and
retail; that it purchases fuel from the two refineries in North
Pole Lhe one owned by Flint Hills Resources, and the one owned
by Petro Star® Tnc. ((PS1); that it purchases al! its ultra low
sulfu; diesel and all of its gasoline products from Flint Hills

Resources, as well as some home heating oil both number 1 and
number 2 ; that it primarily purchases its h "me healing oil

both number 1 and number 2 from PSI1; that it doesn"t have any
storage facil ties; that 1t has about 17 trucks; and that, it
goes to the refinery, loads the fuel, and then delivers the
fuel, and then - hopefully collects payment for it. She noted

that at one point her company had two gasoline stations but hud
closed one of them because it couldn"t compete with any of Lhe
"box stores,”™ since they could bu, and then sell Tfuel at the
pump cheaper than her company comd buy it from the refineiy.
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In _esponse to a question, she said the company®"s trucks, in
addition to hauling home heating oil, haul gasoline to its
1 .maining station and bulk [amounts of gasoline] to Prudhoe Bay

and other locations.

CHAIR RAMRAS asked whether it would be easy to buy trucks and go
into the business ol hauling fuel.

MS. SUNDBORG said permits would have to be acquired, and one
would have to have enough funds to buy the product to begin
with. For example, the majority of the cost her company
contends with is the cost of the product itself, and the company
generally sells its product for about 11 percent more than it

paid for it. In response to a question, she said her company
really only delivers gasoline to two gasoline stations - the one
owned by the company and another one and although it had
delivered to other gasoline stations in the past, it isn"t now

because that"s such a hard market; a stationhas to able to pay
for product up front before her company will deliver it.

CHAIR RAMRAS offered his understanding that the markup for
distributing fuel is not extraordinary.

MS. SUNDBORG <concurred, adding that at the company®"sgasoline

station, the pump price is $-1.20, but the company 1is purchasing
product for $3.77 ana thci paying Tfederal tax of approximately
$.18, thus resulting in a markup of only $.25. And although her

company doesn’t charge itself to deliver that fuel, it still
costs the company something to deliver it. Again, on most days,
box stores iIn the area are selling gasoline cheaper than her
company can buy it for. In response to a question, she
indicated that all of her company®"s costs are significantly
higher now than they used to be. In response to comments, she
relayed that when the gasoline stations near her company®s
station decide to drop their retail prices, tlie company”s
station must also dr”p 1its prices, even if i1 means losing

money, or it won"t have any customers.
.

MR. SNIFFEN said he thought he*d heard Ms. Sundborg say that her
company purchases ultra-low-sulfur fuel from Flint Hills
Resources, but had heard someone else say earlier that Tesoro
owns the only refinery in Alaska that can produce ultra low

sulfui fuel.
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MR. COOK explained that Flint Hills Resources purchases ultra-
low-snlfur fuel from that Tesoro refinery and then resells it at

its o/n rack.

MR SNIFFEN asked Ms. Sundborg whether Flint Hills Resources and
Prl1 nave different prices for home heating oil.

MF . SUNDBORG said no, their prices are pretty much the same; the
i.fference is that PSI provides a different payment option,
which her company prefers.

MI. SNIFFEN asked Ms. Sundborg whether she perceives competition
eccurring between PSIl and Flint Hills Resources.

MS. SUNDBORG said that credit terms are the driving factor for

her company. In addition, though, PSI neither makes nor

istributes ultra-low-sulfur fuel, so her company doesn"t have a
crtoice in where to obtain that product it must get it Ffrom
Ilint Hills Resources. She noted that her company also delivers
fuel to Flint Hills Resources, which prefers to use its own
product. In response to a question, she <clarified that her
company also delivers gasoline in bulk to some commercial
en erprises that aren"t gas stations. In response to a further

question, she surmised that a couple of reasons why her company
doesn"t have many gasoline stations as customers 1is because,
on , most stalions are branded stations and thus purchase only
branded fuel, and, two, her company demands payment on delivery,
which might not suit most independent sLations.

1 - W -

MR. iNIFFEN relayed Lhat about a month ago, his office was

directed to start investigating "these issues,” and so starlLed
by reu jesting information from the refineries, "lie retailers,
and the distributors, and has since received only cooperation
from everyone. His office has also requested i:uormat-on from

"Chevron™ to try to rind out why otiier gasoline retailors don"t
obtain jroduct from the bower -18, and what some of the barriers

to that process might be. This information will be helpful in
considering what he termed iImport parity, particularly as ii
pertains to Southcentral Alaska. Import parity illustrates the
difference 1in what it would costto tiring fuel up from the Lower
<18 and then sell it in Alaska®s market, as opposed to simply
getting fuel directly from one of Alaska"s refineries. Import
parity cojlid illustrate, foi example, whether Alaska“s
refiner ies are colluding with each other lie added, though,
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that at this point his office has no reason to believe that
that"s what®"s occurring.

MR. SNIFFEN said that 1if prices at Alaska"s refineries get high
enough, competitors might decide to just barge product up from
the Lower 48. Mr . Sniffen indicated that Mr. Pulliam has
relayed that import parity somewhat drives some of the pricing
decisions being made by Alaska"s refineries. Refiners must
ensure that their prices stay at or beWw a certain level so as
not to encourage the aforementioned type of competition.
Knowing what it would really cost for someone to import fuel
from thelLower 48 would assist the DOL in determining whether
prices in Alaska are [significantly] above what one would expect
in a market that"s operating in a rational and normal manner.

MR. SNIFFEN referred to a pair of graphs in members®™ packets
illustrating regular unleaded retail gasoline prices after taxes
m Anchorage, Fairbanks, and Seattle between January 2002 and
August 2008. The First graph illustrates absolute prices in
those locations, and the second graph compares the prices Iin
Anchorage and Fairbanks with those 1in Seattle He explained
that the prices in Seattle are used in calculating import
parity. Generally, absolute prices in Anchorage and Fairbanks
have pretty much paralleled the absolute prices m Seattle. He
mentioned that there is another pair of graphs that illustrate
these same things but include a national average price. He
pointed out that all the 1issues which some have argued are
responsible for increasing retail gasoline orices in Alaska

refining costs, labor costs, transportation costs, fuel costs,

operating costs are not new; those issues have been around for
the last decade and have not changed significantly. These
graphs show what the +trends have been. He noted that in the
aforementioned second graph, one can see that in 2007, the

prices in Anchorage and Fairbanks were quite a bit Jlower than
they were elsewhere in Lhe country.

MR. SNIFFEN referred to another pair of graphs that illustrate
regular wunleaded gasoline prices in Anchorage and Seatt le in
comparison with the price of ANS crude between January 2002 and

August 2008 before taxes. The graph illustrating absolute
prices indicates that although Alaska®s prices aie higher, they
have generally followed the trend of ANS crude prices. This

rules out any argument that the percentage of how much higher
A_laska"s prices are has increased recent Ly.
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MR. SNIFFEN referred to another graph illustrating rack prices

compared to retail regular unleaded gasoline prices in
Anchorage, Fairbanks, Seattle, and the U.S. - on average

between January 2002 and August 2008 before taxes. This graph
illustrates what the retail margins are, with the "zero Iline"”
illustrating the [rack rate]. Seattle®s prices are always above

the rack rate and spike much more drastically and more often
than do the prices 1in Anchorage and Fairbanks; furthermore, the
prices in Anchorage and Fairbanks have occasionally dropped
below the rack rate. In 2008, the prices in Anchor ge and
Fairbanks had started to rise from the rack late, with the rise
in the price in Fairbanks paralleling the rise in the national
average price, with the rise in the price in Anchorage being
much less dramatic than either of those two, and with an
incredible rise in the price in Seattle.

MR. SNIFFEN said this latter graph indicates that the current
price 1increase is not due to retail or distribution pricing;

instead, it seems to be the rack rate that drives price. For
example, in August, the average rack rate in Alaska for Tesoro
gasoline was $4.02, whereas in Seattle it was arou- i $3.10; this
approximate $.90 difference is high, he remarked, and should
instead be around $.20-%$.-10. He said he 1is not so concerned

that retailers are colluding to Kkeep prices high, or that
distributors are making a let of profit; the data just doesn"t
support either of those things as the cause of Alaska®s high
prices. Therefoie, "he DOL will instead be focusing on refining
issues and on why rack rates are what they are; they don"t seem
t.o be moving nearly as much [as they should]

v Pf,

MR. SNIFFEN, referring to the arguments put forth earlier by the
refiners that regulatory requirements and changes in fuel
consumption have 1increased their costs, pointed out that those
factors have also been present for the lasL decade. He
indicated that his office, therefore, 1is questioning why the Ilag
in a corresponding decrease in Alaska®"s retail prices has drug
cut for three oi four months. He added, "It. can"t bo an
operational issue ... we would have seen that Kkind of stuff
happen before so there is something else going on, --
(though] I"m not suggesting 1it"s something that’s illegal or
violates any of our laws." If that lag is really due to the
lapid 1increase 1in the price o< crude oil, a similar lag would be
taking place everywhere else in the country and it"s not. Once
the DOL receives the requested information fron. the refineis, it
will have a better sense of what might, be occuriing.
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MR. SNIFFEN indicated that it is important to know the causes so
as to be able to take appropriate steps now and in the Ffuture
should something similar occur again. He referred to the
earlier discussion about possibly making changes to the
restrictions regarding how much the state must sell its royalty
oil for, though noted that such changes would raise other Iissues
which would have to be addressed. In conclusion, he remarked
that other graphs in members® packets detail information similar
to that which the graphs that were discussed detailed - and all
illustrate that Alaska®s prices somewhat intersect with prices
elsewhere up until June of this year, after which the
differences in prices became more dramatic and the 1lag 1in any
corresponding price decrease has been long.

CHAIR RAMRAS surmised that constituents would concur.

REPRESENTAT I COGHILL said he was surprised to learn that one
of the refiners has to import 25 percent of its cr ide oil in
order to meet its demands. He indicated that he still has

questions that remain unanswered such as whether there is some
finished product being imported into Alaska Lhat"s affecting the

retail price .

MR. SNIFFEN relayed that at the end of *lie aforementioned

previous gasoline-pricing investigation, it was determined that.
Alaska was a net exporter of refined products. Alaska could
refine all the fuel needed 1iIn the Rail belt, and have an excess
supply of gasoline to sell outside of Alaska. He offered his
belief that that 1is still true today, and that Alaska has the
capacity to refine all the gasoline products that are used in
Alaska. Usage m Anchorage and Fairbanks make up 70 percent of
the state"s total gasoline usage, with about 60 peicont being
used in Anchorage and about 10 20 percent being used in

Fa irbanks.
:i: .1 I'™M

CHAIR RAMRAS said he intends to hold monthly meetings on this
topic unt il such Lime as there 1is no longer a disparity between
prices 1in Alaska compared with other states, and reiterated that
the committee would be producing a report. He predicted that if
someone undertook to import 1inexpensive gasoline to the state,
the refineries” prices would snap back to something more

convent ional.

HOUSE JUD COMMITTEE September 10, 2008



REPRESENTATIVE COGHILL 1indicated agreement with the intention of
holding meetings until something can be resolved.

REPRESENTATIVE GRUENBERG asked Mr. Sniffen whether fie could
suggest a possible legislative solution.

MR. SNIFFEN said he 1is not sure that a "price gouging”™ statute
would really resolve the issue, though it wouldn®"t be a bad idea

for the state to have one. The question of when such a statute
would be triggered should be considered. IT it were triggered
upon a declared state of emergency, for example, merely having
high gas prices wouldn"t reach that level even in times of
economic distress. He indicated that the DOL has drafted such
legislation in the past, though it never made it though the

process, and he would be happy to share it with the committee.
He also noted that currently, Alaska®"s antitrust Jlaw has no
penalty provisions, though those of other states do, as does
federal law. Under federal law, a violation carries with it a
maximum penalty of $100 million for a corporation and $1 million
for an individual; under Alaska law, a violation 1is r.erely a
misdemeanor. The DOL prosecutes all antitrust violations
occurring in the state,and "this" would be included as a
consumer protection Act violation as well.

;A = PH

REPRESENTATIVE GRUENBERG expressed interest in pursuing a
statutory solution.

[Following was a brief discussion regarding how the committee
might bo proceeding.)

REPRESENTATIVE COGHILL pointed out that although there 1is a
refinery in his district, his constituents pay some ot the
highest prices [for gasoline and home leating oil]

REPRESENTATIVE GRUENBERG expressed disfavor with the fact that
Alaska does not have what he characterized as a better antitrust

law.

CHAIR RAMRAS expressed concern that the high retail prices of
petroleum products are already causing damage to constituents.

[Following was another brief discussion regarding how the
committee might be proceeding.]
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MR. SNIFFEN, 1in response to a question, explained that Alaska“s
antitrust statute 1is patterned after Tfederal law, but, again, is
lacking penalty provisions. Although some issues regarding
competition have been raised over the Ilast few years, the DOL
has not yet had a chance to focus on the state®"s antitrust law.

3:49:00 PM

REPRESENTATIVE KAWASAKI offered his understanding that an
article 1in the Anchorage Daily News indicates that 95 percent of
all the gasoline used in the state 1is refined in Alaska. He
asked when the DOL will be able to release its findings

regarding the current investigation.

MR. SNIFFEN said he hopes to be able to share some preliminary
findings before the end of the year.

REPRESENTATIVE KAWASAKI asked how the DOL will determine the
veracity of the argument that rack prices are driven by market

forces.

MR. SNIFFEN said that the DOL is asking refiners how much it

costs to produce ™"a unit,” what thosecosts consist of, and what
costs are variable from year to year. He surmised that many of
those costs won"t have actually changed. He wont on to say:

Rased on that information, I can get a good idea of

why |Jthe rack price] --. . should change other than

the crude price and what"s going .nto that decision.

And so we"ll have some economic answers [to the

question of] ... what are the stimuli that would cause

a [gasoline] producer to change their prices at the

rack. ... We"re going to try and atssect it out., to

all its component ”“arts as much as we can, and come up
with how it 1is they"re justifying their rack rates.

MR. SNIFFEN, in response to a question, saiti he doesn"t think
that tins type of information was sought during the last
investigation, and the report that was made public was just a
summoiy of the DOL"s confidential report. He mentioned that his
office will also be seeking the aforementioned information from

refiners outside of Alaska.

REPRESENTATIVE KAWASAKI paraphrasing from the findings”
portion of a document titled, "Alaska Petroleum Products Pi icing
Investigation Closing Report, Prepared by t.ho Alaska Department
of Law November 21, 2002", and noting its use of the term
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"parallel pricing” - asked Tfor more information about parallel

pricing.

MR. SNIFFEN explained that parallel pricing 1is what occurs when
a person can see what a competitor is charging for a product or
service and then sets the same price for his/her product or
service. The existence of parallel pricing 1ioes not necessarily
mean that collusion 1is occurring; it is simply that someone has
matched an advertized price, and in the retail gasoline
business, prices are displayed for everyone to see. The same
can be said to some extent with regard to rack rates because
there are services that track rack rates. He said that when
considering the question of why retail prices are quick to
increase and slow to decrease, one must realize that when the
cost of fuel rises, there 1is an immediate economic incentive to
raise retail prices, but when the cost of fuel decreases, there
is no economic incentive to lower prices until the competition
does so. The same 1is true of rack rates. One possible reason
to lower one®"s rack rates before the competition does so would
be to obtain more of the market share, but in Alaska, the market
share for the refiners 1is pretty much already divided up due to
the geographic locations of the refineries, and so not much
change 1is going to occur. And given that, it's simply Just
easier for the refiners to maintain similar [high) rack rates.

L R ¢ ¢

CHAIR RAMRAS characterized the current situation regarding the
refiners as a duopoly, and again predicted that if someone
undertook to import inexpensive gasoline to the state, the

refiners®™ rack rates would immediately drop.

MR. SNIFFEN concurred.

REPRF.SENTATIVE GRUENBERG posited that the adornment loned
forthcoming committee report could provide guidance to tlio next

legislature.

ADJOURNMENT

There being no further business before the committee, the House
Judici iry Standing Committee meeting was adjourned at A :01 p.m.
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Motor Gasoline Sales: Selected States
January - December 2007

U.S.
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State
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Alaska
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268
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(2)

11.3%
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Source: EIA, Prime Supplier Sales or Motor Gasoline by State.



Summary of Gasoline Producing Refineries
Alaska v. West Coast (California and Washington)

Description Alaska West Coast
(1) (2) (3)
Number of Refineries: 2 18
Number of Refiners: 2 10
Average Capacity (MB/D): 60* 140
Average Complexity: 3.3 10.8

* Flint Hills refinery has throughput capacity of approximately 200 MBD but produces only about 50 MBD product.



Petroleum Product Sales in Alaska and West Coast (PADD V)
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Petroleum Product Sales in Alaska and West Coast (PADD V)
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Gasoline Démand in Alaéka IS More Seasonal than West Cc;ast
10-year Averages (1999-2008) :
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Comparison of Regular Unleaded Retail Gasoline Prices (After Taxes)
Anchorage, Seattle and ANS Crude Qi
January 2004-October 15, 2008 ]

Source: AAA; OPIS;.Platts.



Gasoline laxes by State m
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Gasoline Taxes by State
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Comparison of Regular Unleaded Retail Gasoline Prices (Before Taxes)
Anchorage, Seattle and ANS Crude Ol .
January 2004-October 15,2008 : V
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Comparison of Regular Unleaded Retail Gasoline Prices (Before Taxes)

Anchorage, Seattle and ANS Crude Oill
November2007-October 15,2008

Source: AAA; EIA; OPIS; Platts



Comparison of Regular Unleaded Retail Gasoline Prices (Before Taxes)
Anchorage, Hgnolulu, Seattle and ANS Crude Oil
November 2007 - October 15,2008
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Source: AAA; EIA: OPIS; Platts.



Comparison of Regular Unleaded Rack Gasoline Prices (Before Taxes)
Anchorage, Seattle and ANS Crude Oll -
January 2004 - October 15,2008

Source: OPIS; Platts.



Comparison of Kerosene-Type Jet Fuel Prices (After Taxes)
Alaska, Washington and ANS Crude Qill
January 2004 - July 2008
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Spread Between Anchorage & Seattle Retail Gasoline Price (BeforeTaxes)
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Spread Between Anchorage & Seattle Retail Gasoline Price (Before Taxes)
Monthly,Averages 2002-2008 % Vv



Spread Between Anchorage & Seattle Retail Gasoline Price (Before Taxes)
During Periods Following Shafp Crude Qil Price Decline 2002-2008
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What’s the deal? Last Thursday, October Igjll drove back to Homer from Anchorage.
In Anchorage | paid $3.59 per gallon when | arrive five hours later, having driven 225

miles to Homer, gas was still priced $4.26 per gallon.

Why are we paying this price for the resource that is being removed from Cook Inlet
and being processed nearby? “Outside” this week gas is priced less than three dollars a
gallon.

Please look into the gas price discrepancy both on the Kenai Peninsula related to
Anchorage and Alaska compared to the lower forty-eight states.

Thank you

Brenda Dolma
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Jane Pierson

From: Sniffen, Clyde E (LAW) [ed.sniffen@aiaska.gov]
Sent: Friday, October 24, 2008 11:30 AM

To:

Avanti Corp., Rep. Jay Ramras; Rep. Mike Hawker

Subject: RE: Gasoline prices

Mr Gardner

Thank you for your e-mail and your interest in Alaska's gasoline prices [I'll try to answer as many of your
guestions as | can.

1.

Tesoro has refiners across the Wool v oast, including Washington California, Hawaii, Utah and North
Dakota Tesoro does ship some gasoline outside Alaska, but not much

The demand for gasoline in Alaska is fairly static Lowering prices does not mean Tesoro would sell more
fuel if the other stations also lowered their orices

Shell does not ship their fuel to a refinery in the lower 48 then back up to Anchorage

Station owners cannot switch to different brands of gasoline unless they are independent stations Most
stations in Alaska are Branded "stations and have contracts with Tesoro. Chevron Shell or other
suppliers for the purchase and sale of fuel under a brand name

The legislature is considering some kind of regulation for Alaska refineries but this also has its problems
Hawaii tried to regulate th« wholesale price of gasonne tie the refineries) in 2004 and it did not ;ork well

The Hawaii Legislature let that law lapse and is not considering any new attempts to regulate gasoline

Because the demand for fuel in Alaska is relati ely small (the smallest in the nation) and is not growing
much the economics of adding additional refining capacity m Alaska (either from a state owned refinery or
another private refinery) is questionable We currently have enough refining capacity to eet the gasoline
needs of the State A new refinery would mean that an existing .efinery would either lose market share,
would have to reduce production (which is very costly) or would have to export gasoline The impacts of
this scenario on local gasoline prices is uncertain Southeast communities would probably receive no

benefit al all unless the refinery was located in Southeast Alaska

Gasoline pricing in Alaska is very complex, and the market for gasoline here is substantially different that just
about any place inthe U S Because the state does not regulate the price of gasoline, suppliers and retailers
can price it however they want so long as the price is not the result of illegal conduct like price fixing, or
collusive conduct Our current investigation is focused on whether there is such collusion between or among
the suppliers and sellers of gasoline We hope to publish some preliminary results from our investigation by

the end of the year

Thanks you again Please let me ow if you have any questions

Clyde E Sniffen Jr.

Senior Assistant Attorney General
Commercial and Fair Business Section
Alaska Department of Law

1031 Wesl 4th Avenue #200
Anchorage. AK 99501

(907) 269-5200

From: Avanti Corp. [mailto:avanti@mtaonline.net]
Sent: Friday, October 24, 2008 10:58 AM

10/24/2008


mailto:ed.sniffen@aiaska.gov
mailto:avanti@mtaonline.net

Page 2 0f2

To: Sniffen, Clyde E (LAW); rep.jay.ramras@Ilegis.state.ak.us; iep.mike.hawker@legis.state.ak.us
Subject: Gasoline prices

Gentlemen,
In reading the Anchorage Daily News today, “Local Gas Prices Still Lead nation”. There are a few things that | am

curious about.

Tesoro is opening new gas stations in the lower 48 and not in Alaska Are they supplying those stations with their

own fuel from Alaska?

If Tesoro and Flint Hills lowered their price, They would probably sell more fuel.

Shell Oil, ships their fuel to a refinery in the lower 48, and then ships it to Alaska in a Large Tanker Ship, and then
delivers it to the local Stations while still being competitive with Tesoro and Flint Hills?

If a station owner switches to Snell gasoline, they receive a 4 cent per gallon discount for a few years, (told to me

from a station owner 2years ago)
The refineries should be regulated. Maybe the State of Alaska should build their own refinery to keep everyone

competitive.
Have a great day and thank-you for your time.
Paul Gardner

10/24/2008
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Jane Pierson

From: John Manly
Sent: Tuesday, October 21, 2008 4:07 PM

To: Jane Pierson
Cc: John Bitney
Subject: gas prices

Hi, Jane ---1got a call ?7om a constituent at Kenny Lake (actually, one of Woody’s) who is
upset about the disparity in pump prices between Alaska communities. For example, the price
in Palmer is $3.55, but it's $4.21 in Glennallen/Kenny Lake. She said she was recently in Tok,
where the price at the Tesoro was about 30 cents cheaper than at Glennallen, and when she
asked the operator where they got their gas, he said it was delivered by Crowley from
Glennallen. Idon't know if the committee is going to be drilling down this far into this issue, but
it would be nice if we could get some rational explanation for that kind of price structure.

Thanks — John

10/21/2008



Jane Pierson

From: Cheryl Hanson [chanson@dgsd.k12.ak.us]
nt: Saturday, October 18, 2008 2 41 PM
o: Rep. Jay Ramras
Subject: Question For You
Follow Up Flag: Follow up
Flag Status: Red

Dear Representative Ramras,

My husband and 1| had the pleasure oi speaking with Representative Harris during the
Deltana Fair at the end of July. We had a very long d-scussi®n regarding many things.

One of the topics tiiat we covered was the high price of gasoline in our state. My
question was why were we paying so much more for our gasoline considering that we produce
i- in our state. Representative Harris®™ reply was tha~ we had to keeping line with the

national average.

Well the price for a barrel of oil is now down below J i1 and 1 have yet to see that we are
keeping up with the national average. I"ve been water...ng the prices at our pumps here 1in
Delta and there have been very little adjustment.

One Day my husband ana |1 were in one ot the gasoline stations and when we asked the clerk

behind the counter when we wouid see some relief. Herresponse was that it would be a
Al w adjustment. Also, because we get our fuel brougr.t in from Anchorage there were adaed
costs. We have always had our fuel brought in from Anchorage. Vet, if the price of
barrel of oil goes up the price of gasoline at the pur® can go up 2h cents overnight.

then askeu r.er who they got their fuel from arid she said she rould net tell us. The
UisS then very defensive. My response .o her was, "is secret?” And she responded 1
laying , "Yen, 1it is a secret.”
My question to yon 1is, wner. ire we gc inn t , sha - Whei are m* jJjoing 1 c¢ ir.-lir.e
with the national average? Also, s irt y .Kin; .2 M “he nvi _.m "pi < |J(Jjuing?"

Thank you for y ur time,
nneryl Hansen
Delta Junction

hom-  that > in area *hul or- Will mar


mailto:chanson@dgsd.k12.ak.us

Anchorage International Airport 10/23/08
Jet fuel prices

Are these excessive fuel prices passed on to the national and international

users ofjet fuel at Anchorage International ?

If not? Why not? Ifso? Why? At onetime'they’ were bring in foreign jet

fuel, are they still ?

What is the price ofjet fuel at Anchorage international V. elsewhere? V.

Prince George?

Prince George is after Anchorage International Airports business. Prince
George asserts that they are now the low cost provider.

Once Prince George gets some Anchorage International’s carriers they will
take almost all of the rest of the international carriers thus it is critical to see
that Anchorage International keeps competitive and act before the fact not
after the fact. Not much point in closing the barn door after the horses are

gone!

Jerry McCutcheon susitnahydronow(« yahoo.com
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Oil prices plummeted on Thursday. lulling below $?0 u barrel for the
- R R . . San Tito New YotK Time* and Linked In hato learned up
first lime in 16 months, ami prompting the OI’h'C cartel to call fur an e to give >ou cu«li>fiil:cd Industr> nows. Automatic,illy.
. « L

emergency meeting next week
The rapid decline in prices had alarmed petroleum executives and oil
producers who are becoming increasingly nervous that it is

MAM DUN

IHI Nnov 1]

undermining the stability of energy markets

(til priies have dropped sharply in recent weeks amid the economic crisis and lower
consumption in developed nations In New York, oil futures lell as much ass percent, to

SoH s " a barrel, on Thursday, then lowest since June goo-7 Al the close, oil was dim n

S.| tip a barrel, to Sou ss

ttil has lost hall its value since hitting a icconl dosing price ol s1 |r, jo a barrel inJulv.

W hile not a ijtiue rout, the precipitous drop undermines the elusive tpiesl for st.itulilv
that both oil pioduccrs ami petroleum executives say they need to invest ovei the long
term Thtirsdav s sharp decline moved OIT.I' members to schedule an emergency
meeting tor ncvl week to look lor wav i to stem the price decline Analysts expect the

cartel s pioduccrs to reduce tlicii production hv about a million barrels a dav

the surprise announcement came a week alter the Organization ol the Petroleum
Fvportmg Countries, which controls about .pi percent ot the world s oil exports, said its
members would meet 1: November amid glowing unease over the situation "lint some
OI'l-.C members have been alarmed at the panic selling in the commoditv markets and

successlullv lobbied lot uncnllici meeting

I lie loiicern now lor both producers ami petroleum executives is that the tall oil 1u prices
could crimp investments and reduce revenue bail's oil minister tibolainho.sscm No;. 111

told reporters w1 Tehran on Tin sday. 1 liink the low price is a real damage to the tiitun

ol production

The same question is also weighing on the mind ol many energy experts Is the oil
mdustrv about to repeal the errors ol the past, ami slash investments as prices fallr’ Since
oil is a cyclical business, some encrgv analysts tear that today's downturn could set the

stage loi 1 new price rally if oil companies 1 til their exploration spending

From its inception more than a century ago. the oH uidtistrv has gone through countless
cvdes. and uil companies have often umienlive ,tcd in periods of falling prices The price
collapse of the igSns forced companies to slash iivesliueiits and piompted a wave of

mega mergers through the sector

Hut tin industry s retrenchment in the fkceol lower prices let! the world scrambling lor

liitp" \w\lvlv.nytimes.com /2()08/I()'17/busini.’'ss/worklbiisincss/17o0il.hInil7 t I&hp<'torcl 10/16/201)8
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oil when demand from Asian and Latin American economies soared.

Now. after nearly a decade of growth, the economic slowdown means there will be less

demand for energy in the foreseeable future.

These concerns were 011 the minds of petroleum executives who gathered at 11 industry
conference in Venice last weekend. The titans of the oil industry worried that a prolonged
recession, tighter credit and lower energy consumption would mean slower growth in

energy supplies in coming years. The credit freeze has already forced some projects to be

scaled back, some energy analysts said

"This is a real test." Jeroen van der Veer, the chief executive of Koval Hutch Siu.ll. said
during an interv iew on the sidelines of the conference. “Some people will be

overstretched and there will he some delays 11 some projects.”

Hut if companies pared their investments, thev would set the stage for a surge in prices
when demand eventually picks up. said .1 Robinson West, the chairman of ITT." Knergy.

the consulting company tli.it held the conference.

Manv experts have warned that such a squeeze may occur in the next live years, and
could once again propel oil prices into triple-digit territory. In the last decade, the growth

in oil consumption has outpaced the ability ol producers to increase production.

A senior oil executive said that the industry was determined not to let history repeat
itsell. Many oil executives do not expect the current crisis to fundamentally alter Ihe tact
that developing economies will need more energy Hi 2030 .more than three-quarters ol

the world s energy will still be derived Infill hvdrocarhons. including oil. gas and coal

Investments in exploration and production are very much linked to Ilie price of oil." said
Dulici lloiissm. the head ol oil markets at the International Knorgy Agcnci. wliiili

advises industrial nations 011 energy policy What we can tear is that the financial crisis

leads to delays in manv projects ”

The drop m prices has already created problems lor producers, who have become
accustomed to high prices Iran and Venezuela both need oil | .ices at $ijs a barrel to
balance their budgets, Russia needs $~o0, and Saudi Arabia needs sss a barrel, according
to lleillsche Hank estimates Algeria s oil minister, L'hakih Rhclil. estimated on Thursday

that the “ideal" price tor crude oil was S"o tos4o0 a barrel

In Russia. whiTl) is not part of |'TT, lhe drop w prices is threatening to the country s
ability to holster production The Russian government has reportedly agreed to allocate
so billion to its lour major producers  Lukoil, (iazprom. Kosiiclt and iM. HI' to help

them cope with investment needs amid Ihe credit <iMv

11l the United States. Chesapeake T.mrg>. a gas producer, has recently indicated that |
will reduce i's capital investments over lhe next few years in response to falling prices

tllubal oil demand is umleniahly slowing, particularly ic developed nutions. Japanese oil
consumption dropped 12 percent ii \ugusl, while in the United Stales, demand has been

cut hv H percent m September

Still, consumption , growing in developing nations, albeit at a slower pace The
international Knergy Agency expects global oil demand to grow by just .pm.non barrels a
dm this year, to so.s million barrels a day. At the beginning of the year, tin igiuu'y was

expecting growth ol more than > million barrels for 2111 iR

hllp  Avww.iiytimv.*.sBom/20()8/1 0/17/busincss/\vtirklbiisinoss/1 7oil.html? r I&hp&orel- ..
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@ NEWS

How Decreases In Oil Translate at the Pump

The Average Price of Gas Dropped 4 Cents a Gallon Last Week
By RYAN OWENS, COLE KAZDIN and MUTALE NKONDE

July 21, 2008 —

Drivers received a brifrf reprieve from soaring gas prices when Ihe price of oil dropped $I(£a barrel last
week, but consumers should pump the brakes on the idea of a large, instant price reduction at their local

stations

"I do not think that lower oil prices will mean lower prices at the pump immediately.” said McGuire
Energy Institute director Bruce Bullock.

I hough the price decrease of crude oil last week was the biggest thive-day drop m decades, il only
resulted in easing the nation's average cost per gallon Irom $4.11 to $4.07. according to AAA.

Economists said roughly every dollar change in the price of oil moveslthe price ol'gasoline two-and-a-
hall cents. So. a $16 decline in oil prices, should produce a 40-cenl drop in gasoline prices.

But such a decrease takes time to show up al the pumps. AAA predicts il the price of oil can slay below
$140 a barrel and that's a big if the price al the pump will decrease even more.

We should see the national average price ol gasoline drop from where it is today around $4.11 per
gallon to below $4." said TSeoff Sundstrom. of .AAA.

Drivers aren't the only ones who would bene 111 from such a decline | he country's major airlines also
need a break from sky-high jet fuel prices, whiv.li have grounded flights, forced carriers to raise ticket

prices and lay off employ ee?.

Oil would have to slide much further to lake the pressure off the airline industry and McGuire Energy"
Bullock predicted the price per barrel will likely increase.

"I think over time we will see $15() a barrel, certainly by the end ot the year." Bullock said.

Copyright » 2008 ABC News Internet Ventures

http://abcnew=..go.com/print7iil $41$474 I0AI/200X
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Oil price slides below $72 to 13-month low

BREITBARTCBCOM

Oil price slides below $72 to 13-month low
Oct 15 08:16 AM US/Eastern

The price of oil slumped below 72 dollars on Wednesday, its lowest level for more than
13 months, as recession fears raised concerns about a prolonged diop in energy

demand, analysts said.

The global financial crisis will give a vicious twist to an economic slowdown and is hitting
world demand for oil, although the effect on emerging economies is unclear, OPEC said

on Wednesday

The Organization of Petroleum Exporting Countries slashed its estimate of growth in
demand this year and shaved its estimate for 2009. largely because of an "excessive"
easing of demand in the United States the single biggest energy market

Prices also fell Wednesday on news that a Nigerian court has ordered Anglo-Dutch
energy giant Royal Dutch Shell to hand over land to locals a key demand of armed

rebels camped in Nigeria's oil-producing region

Brent North Sea crude for November delivery fell to 71 60 dollars a barrel -- the lowest
level since August 2007 - before recovering to 72 41 dollars down 2 12 dollars

compared to Tuesday's close

New York's main contract light sweet crude for November, shed 1 98 dollars to 76 65
dollars

Brent crude has fallen by more than half from a record high 147 50 dollars in July, when
prices rocketed on fears of supply disruptions.

Oil prices are sliding on "concerns that the coordinated action by central banks over the
last week will not be enough lo rescue economies from falling into a global recession
and hence weighing on oil demand " Sucden analyst Nimit Khamar said

A top US central banker Janel Yellen. said Tuesday that the United States "appears to
be in a recession " There are also growing fears Japan and Europe are heading for a

spell of economic stagnation or tecession

Ihe German economy is heading for a slowdown but the downturn will not be a long-
lasting one Chancellor Angela Merkel said Wednesday

Meanwhile a Nigerian courl ordered Shell to hand over land around its giant Bonny oil
terminal to the local population, the multi national said Wednesday

‘T he ruling was given some months ago but we have appealed." Shell's spokesman in
Nigeria. Precious Okolobo. told AFP

He did nol say whether oil lifting and export activities at the terminal, considered to be
the largest in Africa, would be affected by the ruling

Markets were meanwhile awaiting the latest weekly snapshot of US energy inventories
due Thursday for a lead on the state of demand for oil in the world s biggest consumer of

ip,.uvsA blVilbari.com print.ahp?id fISIFfI5121jM 3.ctl()vO5y&shmv article |
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Oil price slides below $72 to 13-month low Page 20f2
crude.

The Department of Energy's latest data on inventories has been delayed a day owing to
a public holiday in the United States on Monday.

Oil traders were also looking ahead to an extraordinary meeting of OPEC on November

18 as member countries fret over falling prices, with some calling for cuts in output as a
result.

Copyright AFP 2008. AFP stories and photos shall not be published, broadcast rewritten for broadcast or
publication or redistributed directly or indirectly in any medium

Imp ww\\.brcitbart.com'print php?id ()81015121543.ctK)v(™\&slu>w article | 10/15/2008
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Click hpre to return to the original story

Study to look at oil, gas infrastructure

Firms to review, rank the risks along state's aging pipeline, oil
fields

ANCIIORACI' - ~stikK ol risks posed by Alaska's aging oil and gas
infrastructure will begin this lall.

| he study, authorized by the Alaska Legislature. involses a lengths review
and ranking of oil and gas-i elated risk along the 800-mile trans-Alaska oil
pipeline, the Valdez tanker p«'rt. and North Slope and ( ook Inlet fields. The
studs will not be finishedluntil early 2010,

| he studs ssas an oiitgrosvth of spills, leaks and corrosion discoscred on the
North Slope in recent sears. | he legislature approsed S5 million for the

tuds.

"Some tO the things they should base done already." said Rep. Das id
(multenberg. l)-lairhanks. ssho has ssorked construction jobs on the North

Slope.

Accidents on the Slope keep happening, he said, noting a high-pressure
natural gas pipeline at Prudhoe Hay that bless up last sveek. |lie incident sent
a pipe segment onto tundra and led to a shutdossn at tsso oil production pails

| caks from tsso corroded oil pipes in 200b cans | half of I’rudhoe Bay to
shut dossn for sseeks. temporarily slossmg oil rcsenue to the stale

Prudhoe Has oil lield operator BP is replacing Ib miles ssorlh of corroded
pipe at a cost ol S2b0 million.

Prudhoe Bay. the North Slope's oldest lield. ssas built more than .'() sears
ago.

"No one has really taken a comprchcnsisc look at the sshole system belorc."
said Ira Rosen, the Alaska Department <fifEnvironmental Consersation

manager running the project.

http: juneauempire.com’cgi-biii/printit2000.pl 10/7/2008
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The study group includes two consulting firms, Doyon Emerald of
Anchorage and Houston-based ABS Consulting. The group will look at
paperwork and it's unclear how much time it will spend in the field inspecting

.oil and gas equipment- Rosen said.

BP has a long history of cooperating with state agencies, said spokesman
Steve Rinehart, but its participation in the study has not been determined.

"1 hey haven't actually said what it is they'd like us to do yet." he said.

| he scope of the study also has not been determined The stale this month is
hosting public meetings to hear what Alaskans say the study should locus on.

A recent meeting in Fairbankl drew more regulators and contractors than
members of the public, according to people who attended it. Some who
attended came away with differing opinions on whether the stud), was on the

right track.

Richard | ineberg. a longtime oil industry watchdog, said he is worried that
the state's team will not spend enough lime in the field or gel access to
important facts.

"It runs the risk ol being a highly bureauerati/ed thing.” lie saiu

An cm ironmentalist who went to the meeting. Ciabe Scotl of Cordova, said
the stud) ,hould take a hard look at oil-field management and cost-cutting

. le also say s the stud> team should weigh the benefits of creating a citizen
group to monitor the trans-Alaska oil pipeline.

CiliZen groups backed financially by the oil industry monitor tankers in Cook
Inlet and Prince \\illiam Sound but do not monitor activ ity on the North

slope or in communities along the pipeline route, he said.
| lie public meeting tor comment in Anchorage area is scheduled lor ()cl 1>

Click here lo return to story
[titp juncauempire.com sioiics I(u»7(=Ssta 1127'50d.slitml
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CuiK'crns that the crisis niiKtil he spreading to Kurope helped push down the value of the
European coinrnon currency. The etuo dropped against lhe dollar lo $:.43 on Monda\

from $1.46 011 Friday.

The weaker economic outlook could further push down oil prices in the coming months d
demand lor <din developed countries keeps falling, according to lien Dell, an analyst at

Bernstein Research. He expects oil consumption could fall by :.s million barrels a day. o1
e.s percent, in the fourth ipiarter this year. That is much more than the .~0.000 barrels .

dav drop forecast from the International (energy Agency.

"This dynamic is similar lo that ol the kjBos and suggests that investors mid he

increasingly concerned with the slowdown in Europe. .Inpun and the t'.S.." he wrote in a

note lo clients.
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Oil Prices Plunge Despite OPEC Cuts

VIENNA, Austria, Oct. 24, 2008

(AP) An OPEC attempt to stem the free-fall in oil prices fizzled Friday with crude plunging to lows last seen 15 months ago on
world economic fears, despite the 13-membei group's decision lo slash production by a daily 15 million barrels

Qil's imperviousness to production cutbacks -the most potent weapon in the OPEC arsenal reflected the cartel's diminishing
conlrcl over prices And the language of an OPEC statement announcing the cut reflected how seriously it viewed the erosion
of its revenues, as did the unusually short deliberations leading lo the decision

"Oil prices have witnessed a dramatic collapse -unprecedented in speed and magnitude." said the 13-nation
organization "This slowdown in demand is serving lo exacerbale the situation in a market which has been oversupplied with

crude for some time "

It also warned of further hard limes ahead for suppliers, saying "the tall in demand will deepen" in the coming months

In more orderly economic times, any Organization of Petroleum Exporting Countries move to reduce output led lo an upward
spike on fears that demand would outstrip supply Bui Fnday's oil market reaction reflected present realities: with lhe financial
vortex sucking the U S and other major consumers into recession and even China's and India's booming economies

slowing even less oil al lower prices will have trouble finding a buyc

"The power to influence oil prices is moving farther and farthei away from OPEC," said oil trader and analyst Stephen
Schork "Everyone thought China and India would go on buying oil forever, but that's not the case

"The demand is no longer there said Schork "I think people fooled themselves when they said emerging markets could
weather a U S downturn That's yanked OPEC right out ot its role as lhe key playei "

Steeply dropping world stock markets th-I reflected fear ot a global recession proved the dominant influence on oil markets,
sidelining any OPEC hopes lhal its steepest output cut m five years would remedy crude's plunge

Major (luropean bouises Ihal weie down more than 10 percent during the day improved by closing lime but still suffered
losses as high as 5 percent Asian sto' ks also closed sharply down Russia's two exchanges were shut down early because

ot double-digit losses and officials said they wouldn't resume trading until | uesday
On Wall Street the Dow Jones industrials weie down 400 points well into the hading day

Benchmark crude futures were trading al USS64 60 a barrel on the New York Mercantile | xchange aftei falling as lo. as
USS62 85 earlier m the day shortly after OPEC announced its cut lo lake effect starting next month

Ciude puces have now lalleri 56 percent from the highs reached inJuly, and more Ilian USS41 per bariel in Jus! the last 30

days

Reflecting the huge demand slump lacmg OPEC, a U S Department ot | ransporlalion report released Fr'day shov/ed the
largest monthly decline in miles driven in 66 years

Americans drove 5 6 percent less, or 15 billion fewer miles in August 2008 compared with August 2007 Ihe biggest single
monthly decline since the data was first collected rcgulaily in 1942

In terms of overall use the latest weekly report from the U S Department ol | nergy shows lhal crude demand has fallen in 38
of the past 42 weeks U S demand is down nearly 10 percent during lhe past foui weeks year on year

Ihe liguies aie significant because the U S still consumes one oul of every foui barrels of oil produced

Ihe 110PE C nations under quotas aie already pioducing more lIlian Ihe» allotmdnls overall output Irom them is aboul

300.000 barrels a day past lhe slated OPEC daily target of aboul 29 million barrels

So il they slop overproduction, and comply with the 15 million cut agreed on fnday OPEC should end up producing about

18 millior barrels less a day

But against increasingly alarming economic developments not only in America but in mosl coiners of the world, even an
OPEC cut closer lo 2 million barrels a day is unlikely to turn near-term prices around

Imp./ WwAY cbsncNYS. com/sioncs/Z0PS 10/24 world/piititanL*4542523 sliliiil It) 24 20UN
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The cut reflected a compromise between OPEC members such as Iran and Venezuela, which were looking to yank up to 2
million barrels a day off the market, and oil powerhouse Saudi Arabia and its Gulf allies that are more open to U S appeals for

plentiful crude on the market.

It also tried to balance OPEC members' concerns over eroding revenue with demands from the U.S. and other major

consumers for affordable crude

But the U S criticized the move.

"Il has always been our view that the value of commodities, including oil, should ue determined in open competitive markets
and not by these kinds of anti-market production decisions," deputy press secretary Tony Fratto said Friday "The high oil
prices from the past year contributed to the slowdown in demand and the subsequent downturn in the economy, and we

would ask that everyone keep that in mind going forward "

Still. OPEC officials left no doubt that they were ready to slice deeper quickly if Friday's decsion does not end the price free
fall

Friday's meeting was called unexpectedly in response to prices that have entered a tailspm since their historic high of nearly
US$150 inJuly OPEC President Chakib Khelil said OPEC was ready to convene another emergency session before its next
planned gathering in December in Algeria "if there are further decisions that have to be rr ‘'e" on slashing prices

"It's clear that the ministers are attempting to underpin at US$60 a barrel,” said James i\ Crawford an analyst with Inter
Emirates "B"t where the market will settle remains open "

In an appeal lo Russia and other major oil exporters outside OPEC, the oil ministers meeting in Vienna indirectly urged them

not to undercut their efforts to piop up prices
"OPEC cannot be expected to bear alone the burden of restoring equilibrium " said the statement

OPEC Secretary-General Abdullah EI-Badri said before a meeting with Russian President Dmitry Medvedev on Wednesday
lhal he would not ask Russia (or oil production cuts as global prices (all Some analysts have said Russia was unlikely to
agree to production cuts, given that it already is battling with tailing output as West Siberian oil fields mature

But others spoke of behind-the-scenes negotiations between Russia and OPEC on the issue
El Badri took pains Frioa» to emphasize that OPEC's move was predicated by a need not to laise prices but to pul a floor
underneath them Iran, Venezuela and othei OPEC members have suggested that, for them, selling oil under USSoO was a

loss-maker and liag said |hursday it would have to rethink next year's national budget if prices remain under that level

El Badri said OPEC could not be expected to solve the world's financial crisis -something the organization did not cause and

could not cure

"OPEC cannot bail out Ihe problems of others," he said
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Elizabeth Brown

From: garry remsberg [cynnabelle@hotmail com]
Sent:  Friday, October 24, 2008 2:39 PM

To: Timothy Clark: Jesse Kiehl, Rep. Jay Ramras
Subject: RE High Juneau Gas Prices

| listened to the hearing on Thursday and read this write-up :

Lawmakers hold second hearing on gasoline prices

Story last updated at 10/24/2008 - 8:21 am

The Associated Press
ANCHORAGE - State lawmakers are not finding easy answers in their investigation into high gasoline prices.

After a second hearing Thursday, they still have more questions than answers why Alaskans pay 70 to 90 cents

more per gallon than drivers in Seattle or Hawaii.
State Rep. Jay Ramras says the problem does not lie with retailers.
The Fairbanks Republican says that leaves the distributor and the refineries and lawmakers can't seem to “peel

the onion back" to find answers.
Senior Assistant Attorney General Ed Sniffer, says there is no price gouging law in Alaska that says they have to

charge any specific price.
The Attorney General's office conducted a similar gasoline investigation in the late 1990s that produced

inconclusive results.

So where does this "investigation” go from here’/

Thanks.

Garry Remsberg

From: Timothy ClarkCuilegis.state.ak js
To: cynnabelleiaJhotmuil.com

Date: Wed, 15 Oct 2008 11:01:03 0800
Subject: RE: High Juneau Gas Prices

Hi Garry

| ve just double-checked the committee schedules and the Judiciary hearing on gas pricing is indeed set for 9 30
Thursday the 23K (Sen Elton s staff may have been mistaken due to an Energy Task Force meeting for the

21* i

lim

Mi 24/201W
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From: garry remsberg [mailto:cynnabelle@hotmail.com]
Sent: Wednesday, October 15, 2008 10:50 AM

To: Timothy Clark
@P Subject: RE: High Juneau Gas Prices

| received an e-mail from Kim Elton aide and he said there was a meting on Tuesday 21st:

"Sen. Elton asked me to reply to your message.

The Alaska Depaument of Law is looking at the very question you pose, The House Judiciary Committee will hold
a meeting to hear from the department on Tuesday, October 21 at 10:00 am. The Juneau delegation will
monitor »fv meeting by teleconference, and we're eager to hear whether there's a good explanation for the price

differencel you've noticed

ttvuwud like =L ten hie audio will he available Ine on the Intemet at ww .Moo.urg/gavtPf/audio.rfm. IFyou
can"t iriten while the meeting”s ciomg on Gavel to Gavel will an hive the meeting on that same site ano you ran

n itn any time \c.u'u like”
Has this meeting moved to Thursday 23rd at 9:30am?

Please let me know as there are many folks interested in hearing this meeting.
Thanks for your time.

Garry

From; Timothy. Clark@legis.state.ak.us
To: cynnabelle@hotmail.com

Date: Wed, 15 Oct 2008 10:26:59 -0800
Subject: RE: High Juneau Gas Prices

Hi Garry.
Just a quick update on the investigation into persistently high gas costs in the state

There is a Judiciary Committee hearing on the subject scheduled for 9 30 am next Thursday, the 23rd They will
probably be hearing from state attorney Ed Sniffen on the issue. You should be able to listen in by going to

www ktoo org and clicking on Gavel-to-Gavel
Sincerely

lini (\'lark. 1 OL'iskuiw Aide

Ollice ol'RepivsenUilixe \ndrca Doll
Capitol Building, Room 42b

Juneau, AK 99801

I"ll. 907-4(0-37-14

la\ 907-4(0-2273

Want to do more with Windows Live? Learn "10 hidden secrets" from Jamie. Learn Now

When your life is on the go—take your life with you. Try Windows MobileCR today
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Lawmakers hold second hearing on gasoline prices

S| <vHU updalad al 1a/24/2001 -B 21 am
U  .ssociatea Press
ANCMORAGF mStale lawmakers are not lading easy answers in their investigation mlo high gasoline prces

After u seconfl hearing Thursday they si'll have more questions than answers why Alaskans pay 70 to 90 cents more

per gallon than drivers in Seattle or Hawaii

Slate Rep Jay Ramras says the problem does not ue with retai ets

T/e Fairbanks Republican says that leaves tne distributor and Ihe re'menes and awmahors car mseem to peeiin*
on,on back’ to tmd answers

S- n.or Assistant Attorney GeneralEd Snitten says there is no puce gouging law in Alaska U at £jys 'hoy have lo
chaige any spetil e puce

Tre Altoiney General's off'Ce conducted a smild* gasoline investigation in |[ne iato t&90s thai produced inconc'usiye
results
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are a numhei o| reason i\ consumers in Hornet dnin t set a pike
dip when the cost of crude tipped to Irom a long haul ol ovci
SB' a hairel

<rude could go down Il percent and it doesn t mean it will travel
Jown |n percent on the sheet Norton said Right now wluilcsulcis
are ‘till holding on to mventoiv Irom lul\ when crude remained
high he said

X N\ww.hinnerlrilnmc.coin ariiclc.php'/aid M5h

trade secrets we won | be told, hut the investigation promises at least

Page 10f2

n

Search a homerinbune com r web

Alaskan Hotel & Bar
juncou s cheapest and must conliaiij located

Homer Halibut Fistmuj
Han (Jay lull May and Uoubif* ktml (»-m<gtM
halibut fishing ckaruir*

Alaska Fishing Lodges
\gticx Looking S Weaiv tugendu’,
Salmon Halibut itout i Met

ALASKA

jTl.'CVIVUCIiliV
VISITOR®"S GUIDE

TriBlog

. so ou* Homer InDuno Weblog ul
y»./ lhrci gk ihutil ttus *rek s news'

10/24/200S


http://www.homorlribune.com

The Homer Tribune :: Homer, Alaska

HNi*-r

hitp://ww\v.homerlrilnme.cum ;irlklc.php?;iill 3450

I*'.es|C

Page 2 of 2

If you buy it at 52 a gallon, even though u goes doun lo SI a
gallon, consumers non | see that al tlk- pump until (wholesalers!
purchase new fuel al Ihe lower price *

Norton estimated it lakes at least a month for per-nancl prices to
translate al the gas station Other factors such as how much fuel is
held in inventory and ihe costs fioin the refinery locloi m to price
passed on lo consumers

Raima, office nas bee canvassing the state, gathering infonnulion
about pump prices hy region .lane Pierson. Ramras' assistant, has
lound that among rural residents .Sitka currently is pav mg the
lowest price and receives its fuel from Seattle, at SJ JOj gallon
She likewise gathered numbers from Rep Paul Seaton s llomer
office on gas puces here You're paving as much or more than
certain areas of southeast." she said

i Mlier than remote rural villages some of the highest prices aie in
southeast accoidmg lo her findings In | aubanks. where a Mint
Hills ffmerv is located fuel costs comparable lo Anchorage al
about YJ 40 agallon

W e re seeing hi/arre anomalies in the mark  About everv lour
lavs the puce is going down and then there's a spike that goes up.
Pierson said |l savers strange market
rnils fInn Hills and I'eiro Star agreed to prescni al lhe | huisday
I louse .ludicurs Committee meeting, with lesoio Alaska oplmg oul
Pierson said
lhe committee is looking at possible legislative measuicv Pierson
said Hawaii tried lo republic fuel prices ililough legislative action
then icscindcd the law alter it didn | pmve elleclive

What happened in Hawaii was acap they had placed a lop on luel
puces and so rile prices rose lo Ihe cap and stav cd there  I’leisnn
said All line lllations (topped there \\ e don | know it we w.ml lo
no inlo an anli-gougiiig statute
Ihe onli Alaska law cunenllv in place that would applv lo am
pile, living is an anti trust law which would unis come into elite |
when relinets are in collusion to sel pules he saiJ
its the end ol Ihe veal he hopes to have information lo he made
public ihe House hidiciarv | omiTiillee meanwhile will likewise
issue us Imdings and pel haps shapt legislation lo be taken up when
ihe | epislatiuc convenes ill January

. = | t | HosiONSs I'stia,n |

Joins! O. 1 ..is i(* | !r»reec | Vs, 15I-idr| i r’J
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Alaska lawmakers hold second hearing on gasoline ]
prices
> i V.G, \Y, (NN RV
HSI  No-1p
ANCHORAGE Alaska - Slate lawmakers are not North Pole
- . o o ) Im . SAUAD
finding easy answers in their investigation into high
gasoline prices Heed et
After a second hearing Thursday, they still have more - ) )
questions than answers why Alaskans pay 70 to 90 R _
cents more per gallon than drivers m Seattle or Hawaii O J
State Rep Jay Ramras says the problem does not lie f”‘”‘_’“"e Aulo
nsurjncc
with retailers 'j e tasi
:) Vj'fioO Trtifn

The Fairbanks Republican says that leaves the TE O -e
distributor and the refineries and lawmakers can't seem
to "peel the onion back" to find answers

Senior Assistant Attorney General Ed Smffen says there is no price gouging law in

Alaska that says they have to charge any specific price MOM POPULAR STORIFS

1 In-r).*m rorifj elll-d
The Attorney General s office conducted a similar gasoline investigation in the late o «li G (% Fikifif r<im

1990s that produced inconclusive results ;i | i
|1 r .

i Smen, r .-

N 1. omm i Mn;in i
«(-f .
3
Il itemiu
» "I
t - 1%« { oo ome
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They ADN in the extended version ot lhis article stated that one ol the
contributing lactors could be Ihe two refineries in Fairbanks hold a
duopoly and keep prices al a level that is just enough to ward off any

new competitor Irom entering this market

Flint Hi'ls is trymg to sell their refinery al North Pale Thebesiwayto
make it attiaclive to a buyer is lo improve ihe bottom line of lhe
operation By increasing relming puces to the highesl level that the
arxe: win stand ana them some moie they have increased their profits
and enhanced the prospects ol a sale Tne Tesoro refinery «n Nikiski

goes along with the game out of sheer greed Alaskans are the pawns in

this scheme

Not ip mention we are paying the shipping on gas both was to
Anchorage ana to fai'banks Whe'es a leader for real charge whec

you need them

On M1 >nthe qu.te whispers of gas stations Flint hills is thinking of
close rg down »-rnmm i wondei if the state win buy it ann use <tc

FEerws

‘t uno those efme'y s a<e buying the *oMy ¢ hum the state Should

mat he ao«ng uuf of state to rorg -n mcne money ,n steed of uS buying *

ove; ana ove' agam*>n

OF IC ar Cw'ued today that they w ‘educe production by f fmnuon
els u uy H"d tfe Brent dated *rune closed at 5*0 j nanel Despite

reduction the r'-ce o* o reduced mfwM not what Of'CC
ircpeeled Ano knows what will happen .up* Tins Stales economy
i-.ised mi . sn ecm* ug ic good ngl ' no* One*- anyone = = ttin* *the,

Ji'.-jra.*- .uo' I- ¢ 4 , i-'int mi acu'l] tavc* aone fheie jusl

» e« t>.,ers i)*» 'hen? lo* HV m.iihet

(ra<iis* | tussword |
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3. Salf.ha homtfowrtftf Kills Ihfcfl
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Oct 15.2008 inaiaudmy griyjiies a iiii™r | un?*nt4
E MAIL M ORY . . . . .
4 jias pnrr inquiry <vinb*i &  «
B . COMM' N1IS
To the editor: - 5. Tffjopci inaction October M *nreviii.
nme
) ) 6 ‘asotmij questions O1..... »*
On Oct. 8. 2007, crude oil prices per barrel were S81 - DELICIOUS
i R . 7  Alaska i*minorities sav mey ignumd
On Oct 8, 2007, the national average retail price per ft AL LFROK by Palm Ofinjte .
gallon of gasoline was $2.77 On Oct. 14.2008. crude O i 8 .ardvlockd ill moi* if e
oil prices per barrel were S81. On Oct 14. 2008, the v? nroon 9 As economy ftuiTip A rlo
national average retail price per gallon of gasoline was lorou,;li riynslineMl& s>ciiMi <
stumoi r 11"
S3 09
10 Ng Pdig/iuni Inr {st.ijtir m t.«*n

On Oct 13, 2007, the crude oil price per barrel was S81, and the Alaska average wAAMS N /L '

gasoline price per gallon was 52.80 On Oct 14. 2008. the crude oil price per barrel
was S81 and the Alaska average gasoline price per gallon was S3.94

Why is the average price for a gallon of gasoline in Alaska 85 cents per gallon more
than the national average when one year ago today it was virtually the same7 Why is
'he average price for a gallon of gasoline in Alaska Si 14 higher than it was one year
ago today? Why is the national retail fuel price average gasoline per gallon 32 cents
higher than one year ago for the same price oil?

The Fairbanks Daily News-Miner on Aug. 30. 2008, ran a story about an

investigation into price-fixing in Alaska What happened to that investigation7 What is
the status of this inquiry7 We Alaskans demand answers! It seems that our
delegates in Juneau and Washington have forgotten usiWhere do we turn? What is

the answer to this problem7

Prices are in U S dollars and collected from plastemart com, consumerreports com.

newsminer com and alaskagasprices com
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Suggest removal

hairbrain
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Suggest removal

jennings99705

10/17/2008 3 1lam
Suggest removal

Shonpath
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Suggest removal

Dirk
10/17/2008 355am
Suggest emcivai

Jay Ramras

10/17/2008 4 12 i"
Suggosi removal

Mere Hear'

On my In work tonight Tesoro on Peger was at 3.6311was nearly giddy
seeing that sign, and then | chuckled outloud and shook my head al
myself for being happy aboul 3 63 a gallon | wasn't satisfied just happy
to see lhe prices continuing to fall

| believe that a part ol Ihe reason of prices differences over a year ago is
the demand for cil That said however, we need to be looking into other
ways to fule our vehicles What about Compressed Gas (CG)

If we can pul a man on lhe moon, and lescue men on lheir way lo lhe
moon (Apollo 13). we can damn sure figure oul a way lo fuel ouiselves
cheaper than wc are at present

Lets |ust keep voting people back into office like Mike Kelly and maybe
we can keep screwing ourselves

Let me stand up and be counted as one who is very upset with the
current price of luel | burn wood not because | like to but to offset the
unnecessarily high price our state legislature and local refiners are
extorting from us Fairbanks community is suffering from decreased air
quality due to the increased wood and coal burning

Our stale mandates that oil be sold to both of the local relmers al west
coast price | recommend that lhe stale drop Ironpergale and open Ihe
fuel gales buy selling ail lo Ihe 3 refineries on the Alaska pipeline al 1/2
price of west coast Maybe they are all too busy running lor office

Both refiners m Nt nh Pole are responsible at the local level for fuel
prices to remain high While the'i don | set the price for a barrel they do
set the price per gallon

It is past time tor the governor to get bach in towr null off the lipstick
and do the job she was hired todo Help lhe residents ol this state

I am curiently ir OKC and upon arrival drove down Meridian Avenue
Lowest price | saw was 2 43 at a Seven-Eleven

Hopefully when | return at Ihe end ol the month il will be 3 43 m
Fairbanks

May the owners of the refineries then mmediaie shareholders, and
otners who suck the hle-bicod from woikmg people all lhe while killing
tne economy, find themselves m the b sad line at a soup kitchen
begging lor load, cold to their bones, shivering and wishing for a home
to lay then heads down m

This is Jay Ramras

We hosted a hearing in Fairbanks in September on letail gasoline at the
Legislative Information Office in lhe Alaska USA building It was well
attended by Rs and 0'‘s fiom Anchoiage and Fanbanks

In attendance were |he two in-slale gasoline refiners. Flint Hills and
Tesoro in NikiShi/Kenai along with distributors and representation from
Saleway (telephomcally) and local gasoline letailers along with Ed
Sniffen the Attorney General's representative on Consumer Affairs

We detennined that we effectively have a duopoly m Alaska and that
there is no anti-trust issue as long as the two refiners don't speak lo

http://www.newsminer.com/news/2008/oct/I7 /gas-price-inquiry/7opinion
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each other We determined that Alaska prices have decoupled from
other rural states with low population density-that Uaska prices miirored
North Dakota, for example a year ago. but now Alaska pnces are
considerably higher than these other states' prices for retail gasoline

We agreed to host another hearing in a month, and to continue lo do so
until we saw a recoupling of pnces with these tural stales that mirror our
; opulation base and low population density chaiactenstics

Tnat next neanng will be in Anchorage next Thursday at 9 am You can
listen in by going lo the Fairbanks LIO

We will host a follow up hearing in November

We will then issue a report as we were charged todo One of our
recommmendations will be to encourage those elected inthe next
legislature to consider statutory changes that will be recommended by
the Palm administration s Attorney General's office and their expert
consultant Barry Pulliam from Econ One We also will encourage the
next Legislature to maintain monthly hearings "to jawbone" through the
public process the price ol gasoline down until we see a recoupling in
prices with our Lower 4B counterparts

The unique characteristic that Lower ‘4B states have that we do nol it
appears is a road system that allows for more competition from
surrounding refineries Also the feedstock foi Flint Hills is crude oil
rather than less expensive natural gas For the Kenai refinery, they deal
with the "bottoms™ which is the last 1/3 ot a barrel of oil that they claim
they sell for a loss Half of Kenai's crude comes from Cook Inlet, a
quarter from Valdez and a quarter fiom around the world They refine
with natural gas. which is the equivalent feedstock of approx &40 pei
barrel of crude

We inquired with former Gov Sheffield director of the Anchorage Pod to
see ifwe could import gasoline by tame' from Seattle where the rackrate
has been consistently SC 30 per gallon lower than Alaska's The pod
does not pie enlly have that capacity

The legislature lias limited powei to solve this problem, but we do have
the ability to continue to have tegular hearings and to shine sunlight on
the pucing disparity We will issue a repod before January on retail
gasoline There should be n.onthly hearings until we see pricing parity
with the Lower 48 reernerge

Jay for your information and use | am currently in Aberdeen SU and
the puce for regular unleaded gas today is S2 79 pei gallon1lKeep the
pressure on the refiners'

Bid Bla Bia i'm going back into the bathroom to puke againl

jay,

How did you determine the two refiners don t speak to each other? Did
you take their word lor it? If you ask ine. they (the refiners) are not a veiy
trustworthy source | guess its |ust a coincidence their pneo is identical

if the refmeis could make a profit selling gasoline foi $2 77/gal a year
ago when oil was SBI bbi wnat >sthen justification othei than greed for
charging S3 94 gal now when oil is back down to S81/bbl?

The legislature may not have the power to solve the problem but surely
the AG has the power to launch a more m-depth investigation

To Irusunllyrighl.
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Energy Information Administration _
OiT.cial Energy Statistics fromthe U S Government Glossary

Home > Forecast S Analysis > Short-Term Energy Outlook

Price Summary

Short-Term Energy
Outlook e oo o i

Noventbei 12, 200B Release ~  Printer-friendly versions: Crude'l 66.02 7232 totas 6350 95 403 ®74

(Next Update: Decembci 9, T. sl (S/barrel)
wpi, Full Report Text Only  Tables Only Gasolinel | sel 320 237 89 114 280

Charts Only (Slgat) 258
Highlights | Global Petroleum | U.S. Petroleum | Natural Gas OieseF 270 583 341 273 66 322 283

| Electricity | Coal IS gall
Heating

Oil’ (S/gal)
Highlights Natural
Gas' 1375 13.00 B 74 1255 <54 57 87

Snnci
e The current U S. and global economic downti rn has led lo a decrease in global ¢ ) L .
" Wesl Texas Interim Jiate * Average regular pump price

energy demand and a rapid and substantial reduction in crudo oil and other ] ’ : .
. . ) cOn-highway retail 1 Residential average

energy prices. As a result. prolectior s (or both energy demand and prices are

considerably lower than last month's Outlook

272 336 263 95 235 217

Detailed STEO Information:
. ]
« The monthly average price ol West Texas Intermediate (WTI) crude oil fell Irom Ql_jer:’_ STEO database assumptions.data,
over St 33 per barrel In July to about S77 per barrel in October, indicative ot the projections . .
S . c Real Petroleum Prices chads, data, projections
abrupt decline in world petroleum demand growlh. The annual average WTI price

is now proiecled lo be S101 45 per barrel m 2008 and $63.50 in 2009
Related STEO Information:

* STEO Release Schedule
* The average U S. prices for regular-grade gasoline and diesel luel. at $2 22 and " Previous STEO Outlooks
S2 94 per gallon respectively on November 10, were both more than S1 80 per * Special Analyses and Model Oocumontation
gallon below 'heir highs in mid-July With a weak economy continuing through <Contact STEO Exports
most ol 2009. along with tower projected crude oil prices, the annual average retail
gasoime and diesel prices in 2009 are proiecled to be $2.37 and S2 73 per gallon, Other EIA Forecasts:
respectively uiJS Annual Enorgy Outlook
* International Energy Outlook

« Residential heating oil prices during the surreni heating season (October though
March) are projected to average S2 75 pur gallr-n, a reduction ol about 17 pe'ijnl Tables
Horn the 2007-2008 healing season Residential propane prices are projected to
average S2 22 this winter a decrease of 10 irercenl Irom last winter. Residential

htrnl « Dynamic" table
pdl - printer-friendly table
All Tables In a single Excel file

naiurai gas puces are projected to average S13 02 per thousand cubic loot (Mcl) WF01 US Winter Fuels Outlook pat
an increase ol 2 percent irom last winter 1 US Energy Market Summary lilml  pdi
2 U S Energy Price;, hunt  pul
¢ |he impact oi the economic downturn on demand is also lowering current and g%nlsrﬁcrenrgtaiggnal Petroleum Supply and Mini  pjt
expected natural gas prices The Henry Hub natural gas spot price is projee'ed lo 30 Non-OPEC Petroleum Production il put
average S9 27 per Mcl in 2008 The projected 2009 annual average Henry Huh 3c OPEC Oil Production hum  put
pnee is S6 82 per Mcl compared with S8 17 in the previous Outlook 4a US Petroleum Supply and Consumption html  pot
4b US Petroleum Relmery Onlanae until  put
Economic Outlook 4< us ‘Regional Motor Gasoline Prices and il put
inventories
) ) o ) o ) 4b US ARegionaI Heating Oil Puces and htmi  put
The recent dramatic deterioration in the outlook lor economic growth in ttie United Slates Inventories
and the rest ol the world has led to a significant reduction in this Outlook s assumptions 4r US Regional Propane Puces and Inventories litinl - put
tor world economic growth and projections ol energy demand and prices. World real Sa US Natural GusSupply Consumption and . pct
gross domestic product (GDP) growth is projected to slow Irom about 4 jjercent in 2006 Inventories
and 2007 to about 2.5 percent this year and t 8 percent ft 2009 Last month's Outlook lib US Regional Natural Gas Consumption Quii - pal
assumed world GDP would increase by 3 0 percent in 2008 and by 2 8 percent in 2009 fie US Regional Natural Gas Prices mil - pal
Previous lows lor world economic growlh were 0 3 percent in 1982. 17 percent m 1993. DUS Coal S%‘PF")’- Oon‘sumption and Inventones html  pct
and 1.5 percent in 2001 b U S Electricity Overview html  pdl
70 U S Regional Electricity Retail Sales html  pdt
) . . 7c US Regional Electricity Prices html  pdt
The year-over-yeai changes in U S real GDP in last month's Outlook wore 18 percent 7U U'S Electricity Generation by Fuel and Sector html  pd
growlh in 2008 and 0 8 petcont growth in 2009 U.S. real GDP growth in Ihe current 7a US Fuel Consumption loi Electricity .
Outlook has been lowered to 1 3 percent lor 2008 arid is projected lo decline by 14 Generation by Sector lilml poff
percent in 2009 The 2009 average unemployment rale has been raised Irom 6 2 percent BUS Renewable Energy Supply and libril Pl
to 7 9 percent in this forecast. The U.S. inanulactunng production mdex was lowered by Consumption
11 percent and 7 0 percent lor 2008 and 2009, respectively, with lhe 2009 growth rate ol 9a u S Energy Indicators himl i
the index tailing Irom a positive 0 5 percent (growth) lo negative 5 5 percent (decline) 9b U'S Regional Macioeconoritic Daia html  po>
9c J S Regional Weather Data himl pdi

Global Petroleum
Figures git - chad only
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Overview
Rising prices, especially the high oil prices In the lirsl hall ol 2008. and slowing global

economic growth have caused oil demand growth lo slew dramatically. The recent
announcement by Ihe Organisation ol lhe Petroleum Exporting Countries (OPEC) to lower
its production target by 1.5 million barrels per day (bbl/d), effective November I, is aimed
at offsetting this lower oil demand and slabillzirg prices at or above recent levels. OPEC
members plan to meet again in Algeria on December 17 to review market conditions.

Future price levels will primarily depend on the magnitude and duration of the economic
downturn as well as OPEC and non-OPEC behavior Our current expectation of future oil
prices assumes that the OPEC production cut may limit, but not reverse, Ihe recent sharp
tall in oil pr ces. We project oil pnccs lo remain relatively flat, averaging S60 lo $65 per
barrel throughout 2009. The condition of the global economy is expected to remain the
most imporlant factor driving world oil prices.

Consumption. World oil consumption is projected lo increase by almost 100,000 bbl/d In
2008 and to remain virtually Hat in 2009. In both years, growth in countries outside of lhe
Organization lor Economic Cooperation and Development (OECD)— especially China,
Latin America, and oil-exporters in the Middle East—ollset p'oiecled sharp declines in oil
consumption in OECD countries (World Oil Consumption) Between 2007 and 2009, non-
OECD oil consumption is projected to rise by 2 3 million bbl/d compared with a decline ol
2.2 million bbl/d in ihe OECD. We expect economic growlh in non-OECD countries not lo
fall as precipitously as in the OECD countries, with the non-OECD countries maintaining

modest oil demand growth

Non-OPEC Supply. Non-OPEC supply is expected lo decline in 2008. but gruwi should
return in 2009 because ot projects currently near completion. EIA expecls non-OPEC
supply to lall by 280,000 bbl/d in 2008. n combination ol factors contributed to the decline
in 2008, including project delays and large supply disrup’ions in Central Asia and the Gull
ol Mexico EIA projects that non-OPEC supply will grow by 500,000 bbl/d in 2009. with
lhe largest sources ol growth coming Irom the United Stales. Azerbaijan, and Brazil In
the United Slates, production of petroleum and other liquids is expected to rise by

48&0 000 bbi/d in 2009 because ol the .dart-uj) ol several ollshore crude oil production
platforms recovery Irom hurricane-induced shul-ins and continuing growth in fuel ethanol

production,

Non-OPEC supply growth is al continual nsk lo unexpected disruptions or project delays,
but the global economic slowdown brings additional difficulties as wen Lower oil prices
bring into doubt the viability of some high-cost non-OPEC projects |l problems in global
financial markets lead to delayed investment in existing and new oil lields. men even a
short-lived economic downturn could have longer-term rarrvhcalions lor world oil supply
this would heighten me risk ot a return to a tiynt supply situation once the world
economy (and thereby oil demand growth) recovers

OPEC Supply. OPEC decided at its October meeting to cut its crude oil production
laigels by * 5 million bbl/d in response lo lhe global economic slowdown, weakening oil
demand, tailing oil puces, and in anticipation ot rising non-OPEC supplies Tne extent ol
actual OPEC compliance to its new production targe' is uncertain This Outlook assumes
that the n .n i sharp decline in oil prices will lead to compliance that is above historical
levels EIA piojecls that OPEC crude Oil production will tail irom 32 3 million bbl/d in
October 2008 lo 313 million bb>d in mo first quarter ol 2009 where it will remain
relatively siaule through me enci ut 2009 This represents a decline ol i million bbl/d iron
October 2008 production levels, or about 70 percent ol tho announced cut Last month's
assessment already had a 600.000-bbi/d reduction m OPEC crude production over this
pcnod. so me new estimate represents an additional 400,000-hbl/d cut from last month's

Outlook

Lower crude oil production, combined with planned increases in OPEC production
capacity, suggests OPEC surplus production capacity could increase Irom 1,6 million
bbl/d in the second quarter ol 2008 to nearly J million bbl/d by the end ol next year
(OPEC Surplus OH Production Capacity) Although it is possible that weak market
conditions could delay some ol these cajmcily expansion plans. EIA expects OPEC
surplus production capacity lo nse above 3 million bbl/d nexl year lor Ihe last time since
2003 wnich would |irovidc Saudi decision makers with a cushion large enough to provide
a capability to dampen the impact ol future disruptions ur yeojrolilical uncertainties on oil

puces

Inventories. Revised data indicate that OECD commercial inventories rose by 400.000
bbhd in Ihe second quarter ol 2008. or al about hall of the historic level ol inventory build
rate during this lime ol year. OECD commercial inventories stood at 2 6 bilbo barrels at
mid yea .or 56 days ol lorward consumption cover. On lhe basis ol days ol torward
cover, OECD commercial mvenlones are well above historic levels, and EIA projects that
they will remain there through the end ol 2009 (Days ol Supply ol OECD Commercial

Stocks)

U.S. Petroleum
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Total Natural Gas Consumplion fI't Xls
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Consumption. Consumption ol all petroleum products is projected to decline
substantially in 200B. driven down by the increase in prices and by a weakening economy
during the second hall ol the year. Total domestic petroleum consumption is projected to
average 19.6 million bbi'd in 200B, down 1.1 million bbl/d, or 5.4 percent, Irom the 2007
average (U.S. Petroleum Products Consumotior Growth'. This "narks the lirst lime since
1980 that annual total petroleum consump..on Is expected to decline by more than 1
million bbl/d. In 2008, motor gasoline consumption is projected to decline by 280.000
bbl/d. or 3 percent, and distillate luel consumption is projected lo decline by 250,000
bbl/d. or 6 percent. In 2009, total petroleum product consumption is projected to sink by a
further 250.000 bbl/d or 1.3 percent. This decline is more than twice that projected In the

previous Outlook.

Production. In 2008. domestic crude oil production is projected to average 4.9 million
hbl/d, down 120,000 bbl/d Irom 2007 levels. This is primarily due to tho loss ol production
in the Federal Gull ol Mexico caused by Hurricanes Ike and Gustav (U.S. Crude Oil
Production). Domestic crude oil production has been steadily declining since the 1970s,
and the 2008 projection lor crude oil production lalls below 5 million bbl/d lor the first time
snce 1946. However, domestic production Is projected to increase in 2009 by 400,000
bbt/d to an average ol 5.3 million bbl/d. Contributing to the increase in output are the Gull
ol Mexico Thunder Horse plallorm which Is expected to come on stream later this year,
and the Tahiti platform, expected to come on stream late in 2009.

Prices. As a result ol world-wide economic stagnation, oil markets are expected to
remain .veak throughout the loi 'cast. WTI prices are projected lo average S101 per
barrel in 2008. Under lhe current economic assumptions and assuming no major crude
oilsupply disruptions. WTI prices are expected to average $63 50 per barrel In 2009
(Crude Ojl Prices) Th>sis down Irom S112 per barrel average projected lor 2009 in last
month s Outlook. Further deterioration in actual or expocted global economic growth as a
fallout ol the current financial crisis may lead lo even lower oil prices.

Regular grade gasoline prices averaged $2.22 per gallon on November 10, down
substantially Irom their July 14 peak ol $4 11 per gallon. They are projected to average
S2.37 per gallon in 2009. almost $1 20 per gallon beiow that projected in the previous
Outlook Because ol the continued weakness in motor gasoline consumption, the
difference between the price ol gasoline and the cost ol crude is expected lo remain low

throughout the lorccasl

Residential healing oil retail prices this winter are projected in average 52.75 per gallon,
decrease ol 56 cents Irom last winter's average. On-highway diesel fuel retail prices are
projected lo average S2 73 per galhn in 2009, down S1.08 Irom Ihe 2008 average,
compared with a 90-cent-per-gallon decline in the price ol WTI crude oil This narrowing
ol margins reflects a projected slowing ol Ihe growth in distillate luel usage outside the
United Slates and a weakening of relining margins during the economic slowdown

Spot propane prices are strongly influenced by both crude oil and natural gas prices
Residential retail propane prices are projected to average S2 22 this winter (down Irom

$2 68 in the previous Outlook), a decrease ol aboul 10 peicent Irom the 2007-2008 winter
healing season. However, win current low inventories, propane markets are likely to
remain relatively tight this winter, wilh the potential lor upward pressure on residential
propane pnces il coider-than-expecied weather occurs

Natural G as

Consumption Total nalural gas consumpim i is expected lo increase by 1 1 percent in
2008 and fall by 0 2 percent in 2009 (Total U.S. Natural Gas Consumption Growth).
Consumption in 2008 is projocted lo be higher In every sector except lor eieninc oower,
led by 4.1- and 3.2-perceni growth in the residential and commercial sectors,
respectively. While very slight growth is expected in the residential and commercial
sectors in 2009. the contracting economy is ox|>ected to cause a 2 2-percont decline in
industrial sector consumption next year. The weakness in global economic growth could
limit U S exports ol natural-gas-intcnsive products anu further reduce natural gas
consumption by industrial consumers

Production and Imports. Total U S marketed nalural gas production is expected 10
increase by 6 jtercent in 2008 and by 2 porcont m 2009. Production activity horn
unconventional holds in Ihe States ol Texas. Wyoming, and Oklahoma is expected to
increase supply from the Lower-48 non-GOM by almost 10 percent this year While
continued onshore production growth is expected in 2009. lower average prices and poor
economic conditions are expected lo limit the expansion ol supplies to 19 itorcenl For
2008. Federal GOM production is now expected lo decline by 14 8 percent as repairs lo
sup|)ly infrastructure continue, whne 2009 growth ol 2,7 percent reflects the expectation ot
further recovery and less shut-in production during the 2009 hurricane season.

Strong global demand, supply constraints, and lower relative U.S. natural gas prices have
all contnbuted lo the decline in U.S imports ol liquefied natural gas (LNG). which are

expected to (all Irom 770 billion cubic leet (Bel) in 2007 to 350 Bel In 2008, a reduction ol
55 percent. LNG imporls are expected to total about 410 Bel in 2009. The limited natural

hllpV/www.eni. duc.gov/sleo
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gas storage facilities in LNG-consuming nations outside ol me United States could lead to
higher U.S. LNG Import growth in 2009, particular during the storage injection season
(April to September) as more global LNG capacity is brought online.

Inventories. On October 3t, 2008. working natural gas in storage was 3,405 Bel (U.S.
Wort ng Natural Gas in Storagei. Current Inventories are now 78 Bel above the 5-year
average (2003-2007) and 130 Bel below the level dunng the corresponding week last

year.

Prices. The Henry Hub spol price avenged $6.94 per Mcl in October, $0.94 per Mcl
below the average spot price in September. The slowing economy, continued growth in
domestic natural gas production, and the signiticanl decline in oil pnces have led to a
dramatic shilt in expectations lor nalural gas prices over the forecast. Still, household
heating expenditures this winter are expected lo be slightly higher than last year duo to
the pass-through ol some higher-priced nalural gas that was put in storage earlier In the
year to meet winter demand. Beyond the winter, the weak economy and continued
growth in onshore nalural gas production are expected lo keep prices relatively low. On
an annual basis, the Henry Hub spol price, which averaged $7.17 per Mcl in 2007, is
expected to average $9.25 per Mcl in 2008 and 36.82 ner Mcl in 2009, $1.35 per Mcl
lower than the forecast 2009 price in last month's Outlook.

Electricity

Consumption The latter hall ol this summer was much cooler than the same period lasi
vear (U.S. Summer Cooling Pegree-Days), especially in the upper Midwest and Northeast
regions. As a result, residential electricity consumption is expected to (all 0 5 percent this
year The economic slowdown will impact consumption in all sectors during 2009.
particularly the industrial sector, whicn is now expected to decline by 2 5 percent next
year in contrast lo lhe 0 2-percent decline projected in last month's Outlook (U S Total

Electricity Consumption)

Prices The recent drop in power generation luel costs has caused some utilities to
reconsider the steep price increases announced this past summer However, luel costs
still remain high, and il is unlikely Ihal electricity rates lor most customers wii: tall
significantly in the near term. U S residential electricity prices are expected lo increase
by about 6.5 percent in both 2008 and 2009 (U S Residential Electricity Prices)

Coal

Consumption Although electric-powor-sector coal consumption lor the first hall ol 2008
grew by 1 3 percent, slow growth in summer electricity consumption is expected to keep
annual growth Hat in 2008 In 2009. weak economic growth which will constrain growth in
electricity consumption, coupled with projected increases Irom other generation sources
(nuclear, natural gas. petroleum ind wind), will lead to a O 4-jjercent decline in eleclric-
power-seclor coal consumption (U.S. Coal Consumption Growth)

Production Growth in both tomestic consumption and exports is expected to contribute
to a 2.1-percent increase in coal production in 2008. Production is expected to decline bv
only 0.5 percenl in 2009 as lower domestic consumption is nearly ollset by continued
export growth tU -S Annual Coal Production)

Exports. In the lirsl hall ol 2008. U S coal exports increased by 13 million short tons, or
50 percenl, over first-hall 2007 shipments Strong global demand tor coal combined with
supply disruptions in several key coal-exporting countries (Australia. South Africa, and
China), were the primary (actors behind the increase in U S coal exports Although tho
supply disruptions have ended, continued robust worldwide demand lor coal is projected
to lead to an overall 40-percent increase mU S coal exports in 2008. Coal exports arc
projected to be 86 5 million short tons a 5 5-percent increase, in 2009.

Sign up loi email notices to be automatically notified when a new Short-Term Ene-gy Outlook becomes available lor on-line viewing
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Suggest removal The Attorney General's office has a separate investigation

Mr Sniffen is meeting early next week with corporate representatives
from Tesoro's parent company from the Lower ‘48 Barry Pulliam, the
economist from Econ One who is widely respected by both the legislative
and executive branch and who was not available for our hearing in
September will be loining us

The last time that an investigation was launched by lhe AG's office il was
during the Knowles administration

It look several years to reach very negligible conclusion, chief amongst
those conclusions was that there was no anli-trust violation between the
refmenes

We are working closely with Mr Sniffen He strikes me as
knowledgeable trustworthy and a tough questioner He is definitely a
proactive advocate for consumers across Alaska

I hope that |he legislature is able to agitate the prices down through
constant-albeit monthly-hearings bunging attention to the refiner's rack
prices, and that we see a more in depth report emerge from the AC s
office

When crude was at S70 last year we saw home heating oil at S2 50 to
$2 75 for auto-fill customers | do not have the information with me at this
early hour as to what retail gasoline was at the same time but | assume
itwas a lot cheaper than itis now

The refiners say they enjoy no economy of scale horn lhe small refinery
market in Alaska But as you and everyone reading these blogs know
that rationale wears consumers' nerves thin very quickly

The pnce rises quickly with the price ot crude, and then seems to come
down at an unreasonably slow rate A reasonable person cannot reach
the conclusion that there is any fairness to the consumer in the wav the
letmeries explain the process

At the meeting next week i will ask Mr Sniffen from the AG's office when
they anticipate issuing their report We will issue ours Defore the
legislature convenes in Januay but we do not have access to lhe same
confidential and proprietary information from the refiners that the AG's
office enjoys

| nope this is helpful inloimation to your question iay

JB

10/17/2008 fi 06 .1 m jay. we are going to pay how much more during those two months of

Suggest removal lalks? Lip service is easylVou are talking like a true politician explaining
why something that should work is not Take a couple months discuss
discuss, discuss All the while we are paying to much' | DO NOT CARE
WHO SPEAK TO EACH OTHER11care wlial | pay al the pump by
comparison lo the rest of our counliy and all of the rest that you said is
what | called it already Lip servicelGet off line go do youi job to get
reelected not commenting to sway voters and maybe we will gel this
straight Maybe
| am not down on Jay either | have known this man since he was in high
school and | had worked for him prior lo entering the An t-orce wili.ie |
finished college | do know that Jay has integrity wlun he bought the
Food Factory from the IRS he paid more pel dollai for the debts owed to
other buisness in the aiea than he was required because he does care
about this community and the only thing he really owns his name |do
believe he does his best and | will probably vole for him again But | still
say gel off line and go do your job He-he feels good lo tell a past
employeet to go do HIS JOB1

nairbraiii
10/17 2008 6 16 a JB lhanks"
Suggest removal

Fl/eeOarfur
10/17 7008 6 74am i nate lo tell you crude is at $68 a Darrel OPEC is calling tor un

liUp://ww\v.newsminer.com/news/2008/oct/17/gas-price-inquiry/?opinion 10/18/2008
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Suggesl removal

pmcgraw

10/17/2006 6 31 am
Suggest removal

wifc22B

10/17/2008 6 42 am
Suggesl removal

lakloeyt

10/17/20087 04 a m
Suggest removal

1AkFo>

'‘0Z17/2008 706 a m
Suggest removal

FrooDarfur

10/17/2008 709 a 1l
Suggest removal

emergency meeting to look at cutting production due to the reduction (or
the need ol oil and gas as a result of a global recession Only the US is
not using the V. word Go to "Bloomberg" and look at energy futures and
prices My opinion, the companies know every Alaskan got an extra
S1.200 and they are going to make sure they get it A bigger question is
how will the legislator spend the surplus, knowing the hayday of $100
plus a barrel oil is over

A good fnend of mine is paying 2 22 a gallon in Texas This is near all
the hurricane damage and the still have higher taxes on fuel then we do
This is outrageous

Pat

Family back in Ohio is paying $2 30- $2 49 a gallon a.i i ail is like S69 a
barrel as of 10/16

W\y can't we see some prices like that7’

| suggest the legislature not renew any royalty oil sales contract witn Flint
Hills unless and until they build a sulfur reduction unit on the lefmery at
North Pole Molai fuels have to be low sulfur and Kenai is the only place
in state where it is made
if the state sells its ail at a lower cost to Flint Hills most ol tnose savings
will be seen in the iet fuel market That is most ol what they make out
there

The price is high because the politicians take oil company donations and
kiss their rump

And what do the companies get for their 00119110057

Dah the prices aie high because ot the lack of a competitive mai ket
and price gouging protection

The royalty crude oil price going to the refinety is set by the state of
Alaska and the state can set the price coming out ASA-CONDITION
OF SALE any-timeit-chooses

This is how royalty oil price is set
AS 38 05 183 Sale of Royalty (e)

What is going on
Analogy A hay taimer harvest's Ins corp ot hay and sells it to the feed
store

The feed store marks up the hay's price

Now the farmer goes to the feed store and buys tvs hay BACK at the
incieased price because he did not save any hny for his own use

Tecling gouged the laimer complains 10 his political the price of hay is
highl And the politcian says "the pure is high because of lhe lack of
competition in the hay market

Yesterday | noticed the price of our "HAY" al Farmer's Loop vs Benlly
Mall Safeway was IDENTICAL1

Flint Hills produces primarily avialion luel which is actually going down
fastei lhan gasoline Anchorage airport is dependent on Flint Hills and

http://www.newsminer.com/news/2008/oct/17/gas-price-inquiry/?opinion
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konny6703

10117/2008. 7 11 am
Suggest removal

docalaska

10/17/2008. 7 18am
Suggest removal

Fairbanksgas

in/17<2008 7 2 a pi
Suggest removal

FreeDarfur

10§ 7008 45iim
Suggest remove.

Jay Ramras

10/17'2008 7 58am
Suggest removal

akbioggcr
3>kdgV4lliBi(j7iii

who controls the legislative body

Sounds like you guys up there need to be asking Sara Palln "why is our
gas so high?" I'm down here in Ihe lower 48 enjoying $2 42 something
seems strange

i heard that FLinl Hills made a long term contract lo the military and
when lhe price ol oil went uo they started losing money so they just
raised the price ol gas to make up the ditlerence So we have to pay lor
their bad deals What | would like to know Jay is how much does it cost
to make a gallon ol gas and diesel There are no real transportation
costs here m North Pole and we should have Ihe cheapest gas in the
country Also how much are the relmeries and associated workers
contributing lo Ihe politicians "reelechon” lunds Then we'll see why lhe
price ol gas will never go down and our legislators will sweep il under the
tundra again

We also suspended out State gas lav since last year which makes oui
current prices even more suspicious Check out the picture at

www lairt ankgas com ol the sign in Texas for 32 22 a gallon | guess
that the hurricane aHected gas prices less than our refinery oligopoly
While you aie at it surf over to ww hawaiigasp-n.es i.om Their prices
are less thon ours and that includes over 50 cents ot State tax | guess
that it is cheaper to ship your taw crude across the Pacific and 'elme it
on a tropicalisland than to pump it out ol North Amenca's largest
pipeline7

I have a chart at lairban* sgas com that compares Alaska US average
and crude prices over the last tew years There is no mystery here we
are getting screwed big lime by Flinl Hills and Tesoro

Kenriey6703 At least she gave each Alaskan S1200 to help cover the
high cost ol energy What did you get in your State horn the guvernmeiil
to help you7

1his is Jay Ramras

To docalaska

We have already set the agenda lor our meeting scheduled on October
23rd

As | said you can attend the heating by going to the LIO on the 3rd llooi
ol the Alaska USA bunding at 9 am

The meeting lor November which has not yet been scheduled will allow
for public testimony

Ihe Attorney r.eneral's representative Mr Snillen will be there |
encourage you to attend or to testily by phone (location Anchorage oi
Fairbanks not determined yetjand provide information documentation to
the AG's people The Attorney General's investigation will be much rnoie
thorough tnan the report generated by the legislatuie

It would bo very helpful d you would testily with your thoughts about Flint
Hills |ay

http://www.newsminer.eom/ncws/2008/oct/l 7/gas-pricc-inquiry/?opinion
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JPoffroader

10/17/2008 823 am
Suggest removal

IP_offroaaer

101" 108 825am

Suggest =moval

FroeDarfur

'0 17 2008 6 S3a m
ugaesl removm

buhwon

10/17 7008 847 a in
Suggest removal
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Go Tesoro "! Amazing how Tesoro is leading lhe fuel war in North
Pole!! Yesterday dropped Irom $3 939 (0 S3 739 All fuel stations in
Fairbanks remained the same Hmm. amazing how one knows how to
MARKET their customers and th eothers are greedy to gel that last dime
from us lor fuel Tesnro. YOU are a true leader is fule price reduction Al
least here in Nodh Pole Nice little convenient store as well Keep hemg
THE leader and please keep those prices dropping Soon you will need
lo build a much larger store as your Compotitor SOURDOUGH FUEL is
way behind you Guess we can judge who has the GREED'I1

Mr Ramras.

Thank you lot stepping into the discussions and giving mlo |am sure
you knew this grcup of folks weren t yes men and women belore you
even started typing so | give kudos to you loi stepping up and looking
this m the eye
To echo some of the other comments on here Jay. we are getting taken
to the cleaners bv refined ail pricing In my opinion some of it has to do
with the fact that we got a 1200 dollar energy rebate Monthly meetings
aren't gonna cut it We need action
Simply pul the pnee of gasoline and heating fuel is inflated The price of
diesel isinflated Elected officials get paid to work for the majority of the
citizens and do what's best for the state How are MY elected officials
woikmg on the problems that We ALL need help with?

Public testimony | nave done and can do again However isn't this is
what we elect local government officials foT5

Please advise

as 'jger
I nonce that Hu liy dropped to 3 63 this morning In FBX it seems that
Holiday and Tei.oro match most of the time

FYI in case you head into FBX and need fuel

When yon have a community that is so dependent on gas and oil lor
basic survival and has very few options from which lo obtain lhe product
do you aspect the market will give you lower prices’ Does anyone have
the figures to show that there has been a consumption reduction in this
community in response lo lhe high cost Or have we paid higher prices
and continued to consume the same level ol the product Exactly what
under the law can the legislators do’ Are you people askmg for price
control’

FYL.
| left Fairbai ns Saturday Murmng to head south, paid S3 93 Filled up
yesterday in Washington State for S3 09 InOiegonnow prices aie
around S3 40

In betweon paid Si 59 caliitre in Noithern RC That hurl

But what really got me thinking was filling up foi SI 19 ca'lihe in Prince
George

Doing the math 3 7B5 litres to a gallon, with iho cunent exchange nf
S1 IB ca for every Si us

I come up with gas neing about S3 82 gallon in Prince George WOW
things are really screwed up in this world Never dreamed of the day
when | would fill up before crossing into the US No longer can we say
Canada s gas puces are highl

(I did nol fill before crossing back into the US and was happy with that
decision when greeted with S3 09 / gallon in WA  hut still was ama/ed'l
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bobgrayl
10/17/2008. 906am
Suggest removal

Jay Ramras

10/17/2000 9 17am
Suggest removal

ienmngs99705

10i 17<2008 938 am
Suggest removal

Skagdog

10/17i20Q8 9 38am
Suggest removal

JP offroader

10/17/2008 941am
Suggest removal
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Mr Ramaras.

| to want lo thank you for weighing in on this extremely troubling issue |
agree with JP_offroaders comments and would like to add that you and
the other legislators are only hearing from the vocal minority The
unseer aide becomes VERY apparent when you talk lo those folks on
Social Secu ty |was talking to a gentleman who was very worried “‘-at
he wasn't going lo be able to keep hts house in heating oil He in his
early 80 s. lives in an old inefficient home and makes 1.325 00 a month
on SS Last year | s heating oil bill averaged 575 00 per month and his
first nil this fall (mid September) was 1 185 00' He and all of the other’s
who are unable lo speakup or feel that it won't do any good ALL of us
need ACTION NOW not 60. 90 or 120 days from now Will the
discussions and public con men! prevent senior citizen's from freezing to
death this winter making the li.e threatening choice - Heating oil. food, or
needed medicines'? Enough taiK - Step up and aggressively lead |he way
like | know you can do HELP please

this is Jay Ramras
to JP_offroader.

The Leg.slature is only in Session from mid-January to mid-April As a
citizen legislature we have very little authority outside of that period

That is why the Attorney General s investigation with Ihe Office of the
Governor standing behind that oh ce is our best bet However lhe lasi
lime an investigation was underin en during the Knowles (D)

administration it took a couple of years and reached few conclusions

Hawaii tried to do price regulating a few years ago and quickly repealed
the effort Markets work efficiently, bul in Alaska's case we aie trapped
inside of a duopoly (only two gasoline refiners) and the transport of
gasoline by tanker to Southeast communities like Juneau/Ketchikan
Then fuel is moie expensive than ours

Heanngs and the pressure of "sunlight" appear to be lhe most available
remedy to the legislature We are asking the Attorney General's office to
recommend legislation that could be proposed for lhe upcoming Session
in January

As | nave said, a reasonable person cannot justify how q nr prices aie
to rise and how slow they are to decline It delies reason Put it doesn't
appear to be illegal What remedy do you suggest? More government,
more government regulation these kind of solutions don'lusually have
lhe desired outcome jay

And whose idea was it to have such a snort session?? Remind me again
please

Me me me | | | now now now That seems In be the miolics
aiguenent for legislatures lo lake action on gas pnces Wi y don't we
(voters) trust that our reps will do something good for us arn i they don't
then we (voters) gel nd of them

\Mio knows maybe they'll find something and we Il end up wiih S2 00/gal
gas with fries and a pickle

very irue More government usually isn lihe answer In this case il may
be
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JP_oHroader

10/17/2005 9 48am
Suggest removal

Staclivist

10/17/20089 4Sam
Suggest removal

update

10/1712008 1034 am

Suggest removal

| have a couple of questions | do not know the ?nswei to

Does the duopoly ol refineries traditionally report to or answer lo
allegations ol pnce gouging to any governmental body?

Is there a direct relationship between the amount of money lhal a
refinery charged vs lower 48 refineries and can that be taxed?

Whatever happened to NBC's old report The Fleecing ol America -)

If we were talking about selling a DVD in a slore. | wouldn't ask the
question | would just slop buying In this case, we are dealing with a
commodity A necessity for Alaskan life Heating oil gasoline, diesel
Those are needed commodities | would imagine that there would be
scrutiny ol companies that restrict the livelihood of citizens wilh their
financial grind ol greed Intry . tw d opoly isthe same thing as
monopoly in this case All you have to do in a duopoly is compete with
the amount of greed Ihal your compelitor has and away you run with the

profits

Call me uneducated, but | am mystified that with a huge silver pipeline
stretching from one end ol this state to the other with oil (lowing through
it constantly passing oy gas stations and peoples houses, that we have
the highest gas prices in the nation | am sure itisn't as simple as
tapping into the pipe line and getting our gas there, but it isn't beyond the
realm ol logical thinking to get us to a poi'n where we aren't getting
overcgharged lor gasoline that is relmed in our state Irom opil that is
ours lo begin with

Skagdog said

Me me. me I | L. now. ncm. now  That seems to be the public's
arguement lor legislatuies to take action on gas prices Why don't we
(voters) trust that our teps will do something good lor us and if they don't
then we (voters) gel rid ol them"

Actually J. you hit the nail on the head "Why don't we trust that our reps
will do something good lor us and il they don't then we get rid ol them?"
Because we just can’t wait that long We've wailed on our government to
act in our best interests but | have yet lo see any lasting good effect |
we wait till the end ol a reps term lo analyse what he/she has or hasn't
done the thought will gel diluted wilh lime | wager mat a repiesenlaiives
report card be wntten daily by voters Tell a rep what you want/need/like
the reps job is to nslen. then act on behalf ol the citizens lor the besi
interest of the citizens of this state

That and something else Like most things in life the best effect is w ien
you jump in and take part m your are ol etfentiveness as opposed of
passively sitting and wailing for some one else to take action on youi
behalf

Mr Ramras and the rest olthe Legislature
Thanks (or your efforts

However, if the best that you (all) can do with your scheduled sessions is
lo "shed light" on lhe disparity then we nave no further use lor any of
you u i this matter

lhe acts are clear to any leasonable person - theie is collusion between
lhe relmery owners and the consumers are being gouged due to poor
infrastructure planning and a lack of choice Only the refineries can
correct then prices not the legislature

Flint Hills might want lo consider Ihe purchase olan armored car lor their
executives The people aien’l going to stand (orthis much longer You
are taking food out ol oui childrens' mouths

Remember that any fuel purchase from lhe rehneiy goes thru a change
ol fuel pnces-company charges-dollur a gallon out ol municipality and
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fue' delivery and driver charges and fuel Plane and employee tnarges
delivery and Village fuel delivery charges=59 35 a gallon

miko

10/17/2008 10<19am We could bailout ourselves by forcing Ihe refineries lo sell themselves lo

Suggest removal Ihe FNSB Wail lhal would be socialisl like in Washinglon. | mean
Venezuela

grouchyolman

10/17/2008. 11 am All this talk is well and good if nothing else lo show we are fed up As if

Suggest removal the refineries aren't aware already It's going lo go this way until lhe first

frozen body in an armchair ir his or her own hon i with an empty oil tank
and noway lo Sllit If | were an oil producing 6tate. allowing that to
happen would he inexcusable We DEMAND somr ig be done NOW1

FreeDarfur
10(17/2008 11 42am Qil lumped S2 50. ma few hours ltis credited to OPEC's plan to
Suggest removal announce next week they will reduce the oil production to lorce the price

back up What would you expect the government to bring the price down
to ifit could? 99cenls S3 00 a gallon, what? Heck | remember paying 20
cents a gallon S2 00 bought me a tank of gas for the week but coffee
was also a mckle a cup and you could buy a house what a few months of
mortgage payments today What pnce are you looking for?

Ji3 offroader

10(17/2008 11 55 am Freedarfur

Suggest removal | believe | read last month that the average market pnce for gas m
Alaska was 10 to 15 cents above the national average
Acceding to the link on www alaskagaspuces com. the national average
is 2 996 today
| don't expect a hand-out from big ail but I'd like them lo kir dly remove
their hand from my pocket before we all get tired of thii as voters and
they nave to remove our fools from their ass

twodecades
10(17/2008 1? 12 pm Free Darfui-l am looking for a pnce commisserate with Ihe costol a
Suggesl| removal barrel of oil ana the associated refining cost When Ihe price of a ba<.*

of oil drops | expect to see the pnce | pay at the pump drop percr ntpr =
for percentage | have no problem with “cost of business" increal inat
echo the economy over Ihe long haul What | have a problem with is
Exxon/Mobil elc making BILLIONS of dollars a quarter at lhe same time
receiving BILL IONS of dollars in tax breaks while | have to choose
between buying docent groceries or filling my fuel tank to heat my home
and my gas lank to gel around at -40 As |lhe usorname implies | have
been here twenty years this coming March and against Ihe pleadings of
my w fe am going to stay one more winter in the town that | love and call
home If something isn't done it will be my last year in Fairbanks She is
afraid that given the economy and the fact that EVERYTHING Ihal wc
require to live here has ridiculously increased in price over the last two
years that we aie going to eat up our future just to slay She may be
nghl leaving saddens me more than | can express but if the choice is
losing everthmg Ihal we have worked for and saved or living in lhe town
that | love | have no choice

As to Mi Ramrus Thanks for the heads up that lhe legislature is going
to waste our time and money on more of thf same blah, blah b'ah Ihal
we have been seeing and hearing for years While you guys arc al it,
why don t you spend another few years TAL KING about a gas pipeline
instead of building one If the i egislature had ACTED when it should
have nearly ten yoars ago the thing would be neaily built now and we
would have affordable options to heat our homes and con™ our food in a
cleaner cheape. and more efficient way Good job guy ep itup
Sarcasm intended
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Barks

10/17/2008. 1254 pm | don't like the cost ol fuel any better than anyone else . but | am smart

Suggest removal enough to understand the free enterprise system There are so many
that don't seem to understand it Example ft 1 did the state of Alaska
back off of that S140 a barrel oil back in July 7 They should have said
that 'NawHIlhe stale would except at the top $60 dollar a barrel anything
above that is a rip off Of course that S60 a barrel would in time have
meant a smaller pt manent fund check in lhe years ahead but | am
sure that all Ihe complainers that don't understand tho free enterprise
system would be glad to accept a smaller permanent check down the
line All In the name of being fair
When | camo to Fairbanks regulator gasoline had a pnce range of 48
to 54 cents per gallon about double the average price in many of the
lower forty eight states Over on Minnie Street there was a little store
that regulator could be had for 48 cents other full service stations sold a
gallon fron 50 to 54 cents depending on |he status on the station
They called all of that the free enlerpnse system Before Jimmy Cater
Became president natural gas had pnce controls on it During The
Carter administration those controls were lifted a lot of people were
crying foul how could that rascal Carter the scoundrel do that. letting
lhe gas producers have such a big rip off Now there is one thing that |
an really sure of. and that is if ever there is such a thing as a natural gas
line fror-i the north slope of Alaska the people that are crying here will be
out on tf.” street waving banners and crying out at the top of their lungs
that the pncr of gas is a rip off please pul the controls bai.k on natural
ge reduce the price at least fifty percent alaska doosn't need all that
ripotf money

Barks

10/17/2008 t 19 pm There was two things that | failed to mention in the previous statement
Suggest removal and that was tdon't know how to spell regular ano ¢ two is in all me
years that there have been talk ol that gas pipeline from that noiih
slope . did you ever hear a high up oil official say we ought lo get in gear
and build that gas line because the time is right to get starled on it
There are some valid reasons why you have never heard that liom a
high ail officio

«>khunter02

tOr17/2008 129 pm if everyone stopped Duying fuel at Freds or Safeway or pick one ot the

Suggest removal local retailers that retailer would drop tluei price No one is dropping
prices because they dont nave to' River View on Badgei has not
dropped a penny inweeks they are still selling deisel at S4 90 | go out
ot my way to buy fuel somewhere else There is no compitition to force
the price down | think Frieddies sells more fuel than any ot the others
lets stop buying from them and you will see the pnce drop last

dih 123

10/17/2008 2 11 pm wow iwish i was good al math then I'd understand some of thisi  naha
Suggest removal what docs the future look like7 i heard gas pines aie suppose lo use
again way high

Oondi

10(17/2008 2 54 pm Just my opinion lor what it's worth

Suggest removal After the United States Supreme Courts lulmg concerning damages for
the Exxon-Vafde; Oil Spill and the fact that Exxon sued itself in the
litigation so that a large amount will nevei reach those who lost most if
not all | believe it's the Lawyers fault or is it the fact that one ot the
Supreme Court Justices had lo set this one out (So as nut to breach the
Rule of Court that requires the avoidance of impropriety and the
appearance thereof) because he owns what is described by the news
media as substantial stock in ExxoruMobil Corporation

Corruption is weakening America Transperancy m Government, and
Businesses of this Grande-of-Scalc are in this day and age becomming
moro necessary than ever beloie in world historyl
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The legislature through our suggestions and plan: an benifit more cf us
when we help in the solulionl

As for heating and generation of power, wood smoke Is still more
enviromentally friendly than most other redily avamble fuels for personal
dwelling useage. but what about using catalytic conversion units for
motor vehicles?

| seem to remember my Father mentioning about trucks and busses
being ran on wood and or coal during the Second World War in India

Now we are looking (onward i a coal gassification refinery it is
supposed to provide fuel for i.ie military jets that use high grade Diesel
(JP-4) this means an offset if need placed upon the other refineries as
lhier demand from D o 0 will decrease when this comes on line Now
look forward bit Eureka Co.f can be refined even further and we
have Gas again

Jusi a few short years ago we all remember seeing Mitch Usibelli sitting
on top of the Coal tram and elling us that the amount of coal at that
mine is the energy equivefi nt to Somthmg like several thousand times

the North slope
But the questions remain  How long will this take, and what if any effect

will it have on the economy7

| believe that as long as this is ketp from private handsflor the most part)
m it's manufature and disInbution it might save us all if we can last that

long1’

0" anlITliunder

h /008 330pm Jays comments about creating competition by using nat-gas as the

Suggest removal feedstock for making our own fuels outside of AnchorRAGE gets us past
the decades ot taik-lalk-mce-nice and onto a pathway of practical
significance

This doesn't require legislative approval that will take another two years
at least It doesn't requite any funding from Juneau either|another waste
of time unless the Holy Coptic Church ot Juneau all ot a sudden has an
Ecclesiastical Epiphany]

Jay is absouletly right-on about fuels made from nat gas being cheaper
and cleaner to produce and the 'economy of scale” becomes obsolete
with gas-feedstock too because the rehnery-equipment can be mini-
modulanzed and manufactured anywhere then easily shipped lo FRx! Dy
airfreight even

YES S2'GALLON PROPANE is a real possibility for all ol Maska
|maybe cheaper))

dual-fuel retrofits lo existing vehicles can translate into 1000 fulltime
jobs statewide for two years Retrofits foi under S600 SIOOO in most
cases using Ceniury or Irr.pco parts

Aside from Palnotu -Terrorists shooting more holes in TAPS and
pretending to be Volunteer Hazwopers trom Ogomland Nigeria

The quickest cheapest way to get a significant sized source of clean
cheap fuels into FBX is this>i»

hftp s?B1 pnotobucke: com alDums xk20$

The mam thing is to got propane piped over Atiguii first
then the rest of the Monopoly Rule by Selfish A"holes will unravel

Don't look foi any large group oi organization to fully endorse this idea
because it is painfully obvious to the BigWigs this is a superioi
architecture to The Big Steel Pipeline
And The Big Steel Pipeline is just ike the Heehs worshipping the
Golden HolyCow m Ancient Egypt
Once it's built itH become another Trojan Horse like TAPS has become
OK a deep bow and a tip ol my hardhat lo ANGDA and RedDogMme
(oi making moves towaid some substantial 24“ HDPE-pipeline protects

Polypipe Gas-S Fiberoptic Infrastructure in Alaska will make for 7FRO-
unemployment in Alaska Il will totally transform the economy of the
whole crate

Imagine having several dozen little jaslinos routed every whichway
southward over the BrooksRange Add mini-modular GTI to the mix and
the possibilities are endless Every IOmiles all over the state will be
access lo bottled gas and broadband internet

polypipe-gas and fiberoptic go together like pie & icecream

Fach zone of the polypipe network will be owned and operated by the
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DistantT,'Kinder

10/17/2008 344pm
Suggest removal

IAkFox

10/17/2008 4 19p m
Suggest removal

Dondi

10/17/2008 4 33pm
Suggest removal

FroeDarfur

10/17/2008 4 SOpm
Suggest removal

SgtGump

10/17/20083 28 p hi
Suggest removal

corresponding local borough or tribe or community

Dondi
nttp /Avww youtube com/watch7v=hSgL0'e4z

Even though CTL isa proven technology.
CTL Coal To Liquids wi" take much longer to bring online in FBX than
to squirt out a HDPE-gaslime from Prudhoe to FBX

Dunng lhe first winter a HDPEgasline can be temporanly dropped into
the snow and filled with LPG without any significant "rehazard

This will supply all of the interior with bottled fuel ASAP

Everybody better start polishing-&-pamting up your old propane bottles
and pressure testing them

http //images google com/imageJ7quv=r&am

jay R
Is Flint Hills making jet fuel using our royally crude?

Thank you for having courage lo participate in the this discussion?’

This is for Jay a bit off subject but | gotla

| think this pretty much covers the trooporgate situation™
GO SARAH™

nttp mwww toucnngo com/lgicnifakstats

Wasn't it last July oil was al S14 7 and we were being told that it could
exceed $200 Wc were told lhe high price was due to lhe cheap oil ir me
world had been used mere was a limited supply and high demand etc
Well it is pretty clear il was the hedge fund speculators who had a hem
day playmg tne market lor big profit The word had been out for months
before last July Ihal they had set ihe price at $140 al which point they
would sell

Does anyone hear either Presidential candidate or Congress addressmg
the issue of speculation in the stock mamet the housing market the
commodities market7 It is pretty clear that the maiket will not correct
itself alone and there is a need for regulation reform on a global manner
Europe and the US will hBve an interesting time doing this with the
emerging countries demanding that they be pari of this

We can complain all we want, but this just may be something that s
beyond lhe Stale legislature lo fix

What happens when the refineries issue a statement saying that they aie
getting for their product what the market will bear and that they are
making a pile of money7 What would we do7 What could we do7 | don't
like what's going on anymore than anyone else but | dont want my
i*government lo get involved and start telling these businesses how to
run Look at the commodity markets in Venezuela or Cuba and ask if 'hat
is what you want

My SO 02

Back_To_Alasku Somoday

10/17/2008, 5 38 pm

I live in Albany Oregon and lhe lowest price | saw today for regular
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Suggest removal

tAkFox

10/17/2008 54tp,m
Suggest removal

gr8whitehntr

i0°17/2008 623pm
Suggest iemoval

IAKFox

10.'7/2006 6 44 pm
Suggest removal

hairbrain

10/17 2008 7 50 pm
Suggest removal

Barks

10/17/2C08 806pm
Suggest removal

IAkfox

HUdt/c "'luo pm

unleaded was *2 95 |

I would think i h a refmery |ust 14 miles uown the road that you guys
would be getting cheaper gas than you are

Sounds like price gouging to me

The sale price ot our p.operty. per AS 30 05 183 Sale ot Royalty Oil is a
100% political decision

The Alaska legislature can fix the problem any time they want

The $1,200 dollars was equal lo about 1/3 to 1/4 the amount ol hidden
royally oil tax we paid on (uel

Thanks lo everynne tor your responses to my letter Mr Ramras thanks

for joining the conversation and giving us some useful information |
wrote this letter asking questions and hoping to start a conversation
about what is happening in our community and itworked To extend
another question why has the price of gas gone down about a quarter a
gallon in the last week but diesel has only gone down about a nickel7
This is the case in North Pole anyway | am not sure what they have done
in Fairbanks because | don't get lo town that often Thanks again to
everyone and lets keep the pressure on our representatives in Juneau
and Washington to figure this thing out and gel us some relief

is Flint Hills making jetluel using our royally crude7

Thats Ihe rumor

Cry liowl and scream but the free enterprise is hereto stay It the
uninformed would study up on how this all works they wouldn't have to
meander around m ihe dark wondering what happen The oil Irom the
pump in the ground to the pump in town is a long progression |
remerroer back in 1958 some people in Fairbanks were ordering their
gas furnaces because the gas pipeline from the north slope was |ust a
few months from being completed |ust a few months until they would be
hooked up to that cheap gas Back then it took about six weeks lo two
months to get stuff up here when it had to be sent on the Alaska
Steamship line
Ot course they don't really pump the oil out of the ground at Piudhoe
Bay It just flows out ol the ground all by it's sett The reason it flows out
is because of all that gas that is caught down theie in the ground is
creating a lot of pressure that forces the oil to flow up and out Now
when this round of talking about building the gas-line which starled in
the first part of lhe 80s had been successful there would have been a lot
of gas let out of the ground and theie might not be enough pressure left
in the oil held that the oil would now out If that was the case a lot of ail
would have been unrecoverable Unless (lungs have changes since the
last time | was at Prudhoe . it will never be pumped like thay do in other
places In others places they have a more shallow oil There is water
injection that replaces the oail that is removed but never would force the
oil out of the ground This info is what the experts told me when | was up
there Taking lhe gas out before all the oil is out would be a terrible
waste Who knows what Ihe real truth is it Point Thompson  Why
don't the politicians check all this out before they run off at Ihe mouth
looking and sounding like a bunch of turkeys in a rain s'orm
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OlstantThundor

10/17/2008. 8 38 pm
Suggest removal

OistantThunder

10/17/2008 9 34pm
Suggest removal

hairbrain

10/17/2008 i 22 cm
Suggest lemovai

tAkFox

10/18i2008 | 36am
Suggest removal
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hairbrain
AS 38 05 183 the fine print is worth reading
Jay should Know how much royalty crude's being used to make jet luel”

Also | think jet luel is quite simular In kerosene

Somewhere in my files | have a pdl-copy ol the Mapco agreement lo
purchase Royalty Oil Mapco owned the relinery before Williams who
sold 1 to Koch It looked like a real sweetheart deal

yup found it
it's a 41 page pdf Mesize 256k

AGREEMENT FOR THE SALE AND

PURCHASE OF ROYAL IV OIL

THIS AGREEMENT is entered into as ol March 6 1998. by and between
the State ol Alaska (State) and Mapco Alaska Petroleum Inc an Alaska
corporation with us principal offices located at 3201 C Street. Anchorage
Alaska 99503 and Mapco Petroleum Inc a Delaware corporation with its
principal offices located 1800 South Baltmioie Avenue, Tulsa Oklahoma
74119 (collectively Mapco)

" RTICLE |

u-FINITIONS

As used in this Agreement the terms listed below shall have the

following meanings

t 1 Commissioner means the Commissioner ot the Alaska Department
of Natural Resources or the Commissioner s designee

12 "Daily Royalty Oil" means the quantity of Royalty Oil produced by the
Lessees ‘rom the Prudhoe Bay Unit, as described in the Unit Agreement
in a Day

13 "Day' means a period ol twenty-four (24) consecutive hours,
beginning at 12 01 a m . Alaska Standard Time

t 4 "Field Cost Agreement" means Ihe Prudhoe Bay Royally Settlement
Agreement effective April 1 1980

15 eases" means the Oil and Gas leases subject to Ihe terms of the
Unit Agreement 1

tAkFox am | confused or are you answering youi own questionl
(not a rumor)

LuslantThunder
(hank you for the information
liDoes Ihe agreement mention how many barrels per dayl

2)1 4 "Field Cos Agreement” means the Prudhoe Bay Royally
Settlement Agreement effective April 1. 1980

This should give us some | idea as lo lhe cost of production

Production estimates range from 2 to S15 pe. barrel
Using the highest estimate of $15 And a current ail price of S75 - $15 -

$60 mark up profit

The stale of Alaska is making a profit of $60 per per barrel selling our
properly to Flinl Hills

The slate s profit was about $90 lo $130 when the oil price peaked

AS 38 05 183 "Sale o( Royalty Oil" provides lor a wave of the pen to sell
our property at a price less than the OPEC price because it is in our best
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majast2211

10/18/2008 152am
Suggesl| removal

hairhram

10/18'2008 642am
Suggest removal

kar98k

10/18/2008 7 19 am
Suggest removal

IAkFox

10/18/2008 8 05a m
Suggesl| removal

IAkFox
10/18/2008 8 18 a in
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interest

"Our best interest"” reasons are listed in sub section (e)

Thus, the state could sell the royalty crude at $50. $40. $30. $20. or
even S1S'Itm Itis a 100% political decision

You will note Ihe statute explicitly prohibits export of our royalty property
Il is reasonable to conclude our royalty oil is being exported as jet fuel
ANY export is prohibited by law

In conclusion The cost of refined royalty oil is high because of the
state s GO dollar or more profit per barrel And the export of iet fuel

The state is investigating the p js ol “ail"

If Ihe investigation fails to mention the mart, up sale price of our royalty
crude to the refineries as the cause of lhe high prices

It isa cover up snow job to protect the stale s hidden tax

rtlso when you hear someone claim lhe price is high because of the lack
of ’ competition'. "market forces” an earthquake in China, a flood in

Texas a war some where hedge fund speculation and soon—
elephant sized bull chips are In fligl t

If you believe it have a"S' tattooed on your for head Suckered

damn oil companies

Now paying a small bit of attention to what IAkFox has said | see a
blareing not simple assumption While it is illegal to export royalty crude
ail selling |et fuel simply is not the same The legal term is royally crude
ail In the same light, if it is illegal to export raw wheat does it not stand to
reason that it would be legal to expoit a loat of bread if not specifically
referenced?

Greed pure and simple

The same goes for the Natural Gas Pipeline
It will never be put m while the Stale and the Producers and lhe

Refiners are making huge profits from oil

Your wrath is misdirected1l Youi taiget is your State ot Alaska politicans

The oil companies up here do NOT contrel the wholesale price of your
royally crude sold to the 2 local refineries'

Your politicians control the puce' Because they set the royalty crude
oil's wholesale price

And take in at least $60 dollars royally Oil tax per barrel When you by
your heating fuel oil you pay the lax'1

Know thy enemy"' Else ye attack windmills while wearing a barber's bowl
helmet

Kar9BK
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Suggest removal I don't think it is ‘greed" by the state, it is more like “sheep sheering 1

Every wounder where the State gets the money to run a school for rural
Skinds?

Read AS 38 05 183 and ask your candidate to explain it to you

All ot the state house and 1/2 the senators are up for re election on Nov

4
tAkFox
10/18/2008. 8 31 am FreeDarfur
Suggest removal We freeze in lhe dark, go poor, while our royalty ail is used to make

aviation fuel for Anchorage

Did you Read AS 3B 05.183 and subsection (t 1

remove the - and -

http //(ouchngo com/Iglcntr/akstats/Statutes/Title36/Chapter05/Section182 him
Barks
10/13/2008 9 12 am The blind leading the blind 11

Suggest removal

hairbrain

10/18/2008. 9 37 am This is a cauldren of well intended justified complaint The simmering

Suggest removal discontent of corrupt politics and energy practices in the slate of Alaska
is a poisinous brew of wicked proportion A true witch hunt encouraged
by the citizens of Alaska with pilch forks, cycles, and lamps in hand is
the founder on of what has made this country great Vemmous lies
spewing from those m power be it from business or politition have left
the citizen nothing but lies lo sift from the rums
(Halloween is around the coiner)

1AkFox

10/182008 945am Your nght" blind leading the blind | don't think ou leaders are blind
Suggest removal they know exactly what is going oni

From the history book every time time a rural community' has
something of value oil gold sliver water timber fish they get fleeced
Because of tneir lack of eduction re such matte's

When the Indians sold Manhattan Island for S24 dollars worth of beads
and hatchets Have you ever wondered who got the beads who got the
hatchets and who got to lo',k at urn?

-CORRECTION IT SHOULD READ 183 NOT 182-

h'tp /douchngo com/lglr.nu akstats/Statutes/Title38/Chapter05.Section 183 him

FreeDarfur

10/18/2008 9 58am Just wait until Anchorage gas runs low and walch what happens
Suggest removal Fairbanks has joined the ranks of rural Alaska when it comes lo making
any impact on what lhe legislative body will do They can spend a
St00 000 plus amount of money on an investigation on Ihe Governor
and have it completed in a few months. But with the price of gas they
are saying it might be done in a couple of years Does anyone see
something wrong with this picture

1AkFox

10/18/2008 10 28 am
Suggest removal
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Goes to show what is more important to Democrats — smearing Sarah
while their constituents freeze in the dark.

You wounder. how | found out about the royalty oil rip?

| typed into Goggle search "Alaska Royalty Oil"
and found the statute governing the price

My total cost of doing the research aboul 10 cents thanks to the
internet 'mini 20 years ago it would have taken all day at the law
library k

I have an online copy of the invoice lo Flint Hills for the royalty sale of
Alaska's oil at www fanbanksgas com/INV_FHR102007fin'il

Il shows how many barrels were purchased and from what field on the
North Slope It also shows that with oil at $84 a barrel, the Flinl Hills
refinery is paying $9,987 199 4 a month LESS than the refineries in
Washington would for the same amount of oil

StOmil per month of gravy?

SIOmil would build a 30mile HDPE/PEX-gaslme extension ol the 6"
fuelgasime from Galbraith to Chandalar Shelf and a small LPG takeoff
distribution yard, and also a small row of ZSOkw nalgas-gensets setting
up the HVDC line south to light up the haulrosd would cost extra

oops make that S20mil
| forgot my per diem for grub&grogSjava ( -P)
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