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p o w er to  in fluence p rices in th e  m ark e t on  its ow n. A lso  w h ere  th e re  are  m an y  se lle rs , it is 
d ifficu lt fo r se lle rs to co o rd in a te  th e ir  b eh av io r o r ag ree  to  v o lu m e  o r p rice  res tric tio n s 
w ith o u t being  detec ted .

Tn a co m pe titiv e  m arket, se lle rs  are m o tiv a ted  to  lo w er th e ir  p rice s  in o rde r to  
in crease  their sa les, w h ile  b u y ers  are  m otiv a ted  to seek  out the best d ea l. P rices w ill ten d  
to  d rop  o ver tim e un til they  are  c lo se  to  se lle rs ' costs . I f  p rices  b eg in  to  rise  ab o v e  co sts , 
se lle rs  w ill try  to taKe ad v an tag e  o f  th e  o p p o rtu n ity  to in crease  p ro fits  by  m ak in g  m o re  o f  
the p roduct av ailab le  in the m arket. T h is increase  in su p p ly  w ill in tu rn  d rive  p rices  dow n 
to  the p o in t w here  they  again  are  c lo se  to the se lle rs ’ costs . I f  p rices  fall to  a level tha t 
does not co v er se l’c rs ’ costs, som e se lle rs w ill go  ou t o f  b usiness. T h o se  that are left w ill 
o ffe r  less o f  the p roduct until p rices start to increase  again .

O n the o th e r end o f  the sp ec tru m  are h igh ly  co n cen tra te d  m ark e ts , w h ere  there  are 
re la tiv e ly  few  se lle rs o f  a p a rticu la r p roduct. E co n o m ists  call su ch  a m ark e t an  
‘'o lig o p o ly .” O lig o p o lies  do not a lw ay s lead to h ig h e r p rices, h o w ev er. P rices in an 
o lig o po ly  can be co m petitiv e  even  w hen  there are v ery  few  se lle rs  if. fo r exam ple , 
p o ten tia l new  se lle rs  are ready , w illing , and  ab le  to  en te r  the m ark e t in the  ev en t o f  ev en  a 
sm all increase in price. In th is situ a tion , the th rea t o f  ad d itio n al co m p e titio n  m ay  tend  to 
keep  prices low . I low ever. if  th ere  are re la tiv e ly  h igh  co sts  a sso c ia te d  w ith  en te rin g  a 
m ark et (en try  barriers), ex is tin g  se lle rs  m ay be ab le  to increase  p rices  w ith o u t m uch  
concern  about a ttrac tin g  n ew  co m petitio n .

W hen there  are  few  se lle rs in a m arket, it is. p resu m ab ly , e a s ie r  fo r each  to  o b se rv e  
how  its co m petito rs  react to  d ec is io n s  reg ard in g  o u tp u t and  p rices , an d  each  m ay tak e  into  
accoun t the p o ten tia l im pact o f  its ow n ac tio n s on m ark e t p rices and  the po ten tia l 
respo n ses from  o th e r se lle rs. T h is  type o f  co m p e titiv e  b eh av io r, w h ich  is d ep en den t in 
part on the ex p ected  ac tions o r reac tions o f  o th e r se lle rs , is o ften  re fe rred  to  as 
“ o lig o po listic  p ric in g "  o r “ o lig o p o lis tic  in te rd ep en d en ce ."  In th is en v iro n m en t, it is easy 
fo r se lle rs to d ev e lo p  a " liv e  and  let live" a ttitud e  to w ard  their riv a ls  that w o u ld  n o t be 
possib le  to m ain ta in  in a co m p e titiv e  m arket. A s a resu lt, o lig o p o lis tic  b eh av io r can  resu lt 
in prices that are  ab o ve  co m p e titiv e  levels o v er ex ten d ed  p e r io d . o f  tim e .1

T his ty pe  o f  in te rd ep en d en t b eh av io r on the p a r  o f  se lle rs  is no t g en era lly  reg ard ed  
as a v io la tion  o f  an titru s t law s so  long as each  b u s in ess  d ev e lo p s an d  im p lem en ts  its 
p ric ing  and o u tpu t dec is io n s in dependen tly . That is. in d e te rm in in g  w h a t v o lu m es to  
p rod u ce  o r w hat p rices  to  o ffer, businesses can in co rpo ra te  theii ex p ec ta tio n s about a 
r iv a l 's  likely  reactions as long  as those ex p ecta tio n s are  d ev e lo p ed  in depend en tly  and 
w ith ou t the aid  o f  o ther se lle rs. I f  the se lle rs co m m u n ica te  ab o u t p rice  se tting  or en te r  into

3 Not all economists agree with this theory, and some would require empirical evidence supporting the theory before 
considering it valid for a particular market. In any event, whether higher-than-competitive prices in a market can be 
explained by oligopolistic interdependence is highly dependent on the facts.
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an  ag reem en t that a ffec ts  p rices , it is co n sid ered  co llu s io n  an d  a  v io la tio n  o f  the an titrust 
law s.

E co n om ists  b e liev e  co llu s io n  is m ore like ly  w h en  ce rta in  co n d itio n s  are  p resen t in 
a m ark et, especia lly  in m ark ets  fo r a re la tiv e ly  h om o geno u s p ro d u c t like g aso line . T hese 
co n d itio n s  in c lud e  (1 ) the  p resen ce  o f  only  a few  se lle rs (o lig o p o ly ), (2 ) in e lastic  dem and. 
(3 )  re la tiv e ly  sta tic  o r  d ec lin in g  d em an d  o v e r tim e, (4 ) easy  d e tec tio n  o f  sa les by 
co m p etito rs , (5 ) p rice v is ib ility , (6 ) d ifficu lty  o f  en try  by p o ten tia l n ew  co m p e tito rs ,
(7 ) frequen t co n tac t b e tw een  se lle rs , and (8) few  “ frin g e” o r sm a lle r  se lle rs . A ll o f  these  
co n d itio n s are  p resent in A lask a . B ut th e ir  p resence , to g e th e r w ith  gas p rices  h ig h er than  
one w ould  ex p ec t in a co m p e titiv e  m arket, do  not in th em se lv es co n s titu te  a legal basis for 
an  an titru s t en fo rcem en t ac tion . T h ere  m ust a lso  be ev id en ce  o f  an  illegal ag reem en t or 
ev id en ce  that w ould  a llow  the in feren ce  o f  su ch  an ag reem ent.

Additional Information on the Investigation

T he co m p an ies  have recen tly  fin ished  p ro d u c in g  d o cu m en ts  to  th e  sta te . T h e  state 
is in the p rocess  o f  rev iew in g  and analy zin g  those  d o cu m en ts  to  d e te rm in e  w h eth er any 
law s o r reg u la tion s have b een  v io la ted .

U nder A la sk a ’s an titrust law . m any aspeets o f  th is case  are to  be kep t con fidentia l. 
In p articu lar, d ocum en ts  and  their co n ten ts p ro v id ed  to  the s ta te  in resp o n se  to  the C ivil 
In vestiga tive  D em an d s (C ID s) issued  by the O ffice  o f  the A tto rn ey  G enera l a re  to be kept 
con fiden tia l in the ab sen ce  o f  a cou rt o rder au th o riz in g  their d isc lo su re  to  the pub lic .
AS 45 .50 .5 9 2(e ). Such  an o rd e r m igh t be req u ested  by the sta te  i f  the in v estig a tio n  leads 
to  an en fo rcem en t ac tion . I f  the s ta te  finds no  ev id en ce  o f  a  v io la tio n  o f  the an titrust laws. 
C1D in form ation  m ay not be d isclosed  to  the  p u b lic  in th e  ab sen ce  o f  ex p ress 
au th o riza tion  by the firm  th a t p rov id ed  the  d o cum en ts. AS 4 5 .5 0 .5 9 2 (e ). B ecause o f  the 
law su its  filed against the sta te  by  som e o f  the co m pan ies  bein g  in vestiga ted , court 
p lead ing s h ave b een  filed in the public  record  that con tain  so m e in fo rm atio n  about the 
investiga tio n  that w ou ld  n o rm ally  not be av a ilab le  to the pub lic .

The sta te 's  in itial C ID s w ere  served  upon  several d ea le rs  o f  w h o lesa le  p etro leum  
p io d u c ts  in June. Ju ly , and  A u g u st o f  1999. S h ortly  th ereafter, Tesoro, C h ev ro n , and 
I ex aco  filed su it in A lask a  S u p e rio r C ourt in A n ch o rag e  p ro te s tin g  th e  scop e  o f  the C ID  

q u estio n s and  the s ta te ’s in tend ed  use o f  the p rod u ced  d o cum en ts. T h o se  cases w ere 
co n so lid a ted  under case  n u m b er 3A N -99-8544C 1. In an o rd e r issued  O c to b er 7. 1999. the 
S u p e rio r C ourt upheld  the p ro p rie ty  o f  the C ID s, w ith  m in o r m o d ifica tio n  to a sm all 
n u m b er o f  q uestion s, and  the righ t o f  the  sta te  to  share  the d o cu m en ts  w ith  con tract 
co unsel w ith ou t p erm issio n  o f  th e  p roducing  com panies.
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O n O c to b er 13, 1999, T esoro  filed  an  app eal o f  th e  S u p e rio r C o u rt's  d ec is io n  in the 
A la sk a  S u prem e C o u rt (C ase  No. S9379). T eso ro  ap p ea le d  b o th  th e  sco p e  o f  the C ID s 
an d  th e  sta te 's  rig h t to  sh are  d ocum en ts w ith  co n trac t co u n se l. T he A lask a  S u p rem e  C o u rt 
h eard  oral a rg u m en t on N o v em ber 15, 2 00 0 , bu t h as  y e t to  issue a dec is io n .

T he in itia l p e titio n  filed  by T eso ro  in th e  S u p e rio r  C o u rt ex p la in s  T eso ro 's  
co n ten tio n s  w ith  respect to the scope o f  th e  C1D. T h e  C ID . a ttach ed  to  the p e titio n  as an 
ex h ib it, lists the  issues b e in g  ex am ined  by  th e  D ep artm en t o f  Law . L ikew ise , the sta te 's  
o p p o sitio n  to  T eso ro 's  p e tition  ou tlines th e  issues tha t a re  th e  focus o f  the  C ID . T h e  sta te 's  
b r ie f  in the A la sk a  S u prem e Cr rt an a ly zes th e  issues b e in g  p ursued  and  g iv e s  a  b r ie f  
h is to ry  o f  the case  p roceed in gs, i hese d o cu m en ts  are  av a ilab le  at the sta te  court c le rk ’s 
o ffice  in A n ch o rag e .

Other Resources

In terested  p erso n s m ay obtain  g aso lin e  p ric in g  in fo rm atio n  from  a n u m b er o f  
so u rces  on the In ternet. 1 he E nergy  In fo rm atio n  A g en cy  o f  the F ed era l D ep a rtm en t o f  
E n erg y  tracks p e tro leu m -re la ted  in fo rm ation  n a tio n w id e . It co m p iles  reta il and  w ho lesa le  
g aso lin e  p ric ing  d a ta  and  m ain ta ins re fe ren ce  d o cu m en ts  about p etro leum  eco n o m ics  and 
v ario u s asp ec ts  o f  the en erg y  m arkets: 
http ://w w A v .e ia .d o e .t io v /

T here  is in fo rm atio n  on  averag e  w h o lesa le  p rices  at: 
ii ttp ://w w w .e ia .d o e .g o v/ pub/o il gas P e tro le u m /d a ta  p u b lic a tio n s /p e tro leu m  m arke (j n g  m 
p n th lv /c u rre n t/p d f/p m m tab 3 5 .n d f

T he fo llo w in g  artic le  d iscu sses th e  reaso ns that W est C o ast p rices  tend  to  be h igher 
th an  th o se  in th e  rest o f  the country :
http ://w A vw .eia.doe.iiov/puh/oil g as /p e tro leu m /p resen ta tio n s/2 0 0 1 /sen a te  testim on y /ind ex  
■htm

T he fo llo w in g  artic le  ex p la ins th e  m an y  fac to rs in fluenc ing  the co sts  o f  refin ing: 
littp ://w A v \\.e ia .d o e .g o \/cm eu /lin an ce /u s i& to /d o w n stre a m /index.htin l

In A ugust 2001 . the  Federa l T rad e  C o m m issio n  co n d u cted  a  h ea rin g  reg ard in g  
fac to rs in flu en c in g  the p rice o f  refin ed  pe tro leu m  p rod u c ts . T es tim o n y  an d  in form ation  
reg ard in g  th a t h earin g  can be found  at: 
h tip :// wav w . ftc. go  v /bc /g ascon  f/

T he A m erican  A utom obil- \s s o c ia t io n  p u b lish es  daily  av erage g aso lin e  p rices at: 
h ttp://vvw A v.fuelgaugereport.com /
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D iscla im er: T h is p ag e  con ta ins h y p er links to  W orld  W ide W eb sites tha t are  c rea ted  an d  
m ain ta ined  b y  o th e r o rganizations. W e have in c lud ed  th ese  links b ecau se  w e th in k  th a t 
v isito rs to  o u r s ite  m ay find them  o f  in terest. W e d o  n o t g ua ran tee  the  accu racy  o r 
co m p le ten ess o f  an y  in form ation  p resen ted  on  th ese  sites . T he O ffice  o f  th e  A tto rn ey  
G eneral d o cs  not necessa rily  endorse  th e  v iew s ex p ressed  on th ese  w eb  sites.
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STA TE OF CONNECT ICUT 
General Assembly Substitute Bill No. 521
February Session, 2008 * SB00521GL 031108 *

AN ACT CONCERN ING PRICE GOUG ING AN D THE PETROLEUM PRODUCTS 
GROSS EARNINGS TAX.

Be it enacted by the Senate and House o f Representatives in General Assembly convened:

Section 1. Section 42-234 o f the general statutes is repealed and the following is substituted in lieu 
thereof (Effective from passage):

(a) As used in this section:



(1) "Energy resource" shall include, but not be lim ited to, middle distillate, resi j ual fuel oil, motor 
gasoline, propane, aviation gasoline and aviation turbine fuel, natural gas, electricity, coal and coal 
products, wood fuels and any other resource yielding energy;

(2) "Seller" shall include, but not be limited to, a supplier, wholesaler, distributor or retailer 
involved in the sale or distribution in this state o f an energy resource;

(3) "Abnormal market disruption" refere-to-any strcss to an energy resource market result ing from 
weather condit ions, acts o f nature, fed tire or shortage o f a source of  energy, strike,-eh-il diso rder,-war; 
national or local emergency, o il spill or other extraordinary advcrse-circumstanee.

(3) "Additional costs" means all replacement and transportation costs and taxes incurred by a 
person within the chain o f distribution;

(4) "Gross disparity" means an increase o f more rhan fifteen per cent in the price o f an energy 
resource;

(5) "Unconscionably excessive" means a price that represents a gross disparity between the price of 
an energy resource when compared to the highest price such energy rcsourcc_was.sohi_or oft'gredfor 
sale by the seller in the usual course ofbusincss-during th c jc ven d-m  immediately prior to the 
declaration bv the Governor o f an energy resource market disruption emergency pursuant to 
subsection (c) o f this section.

(b) No seller during any period o f-abnormal market d ismptitm-cncrgy resource market disruption 
emergency declared by the Governor pursuant to subsection (e) o fih is section^or during any period 
in which an imminent abnormal market d isruption-such emergency i:. reasonably anticipated shall 
sell or offer to sell an energy resource for an amount that represents an unconscionably excessive 
price.

(c) Evidence that (1) the amount charged represents a gross disparity between the price o f an 
energy resource that was the subject o f the transaction and the price at which such energy resource 
was sold or offered for sale by the seller in the usual course o f business immediately prior to (Aj-the 
onset o f an abnormal market d isruption. or fB I an energy resource market disruption emergency 
declared by the Governor pursuant to subsection (c) of this section, or any period in which an 
imminent abnormal market-d isrupt ion-such emergency is reasonably anticipated, and (2) the amount 
charged by the seller was not attributable to additional costs incurred by the seller in connection with 
the sale o f such product, shall constitute prirna facie evidence that a price is unconscionably excessive.

(d) This section shall not he construed to lim it the ability of the Commissioner of Consumer 
Protection or the courts to establish certain acts or practices as unfair or unconscionable in the 
absence ofabnormtd-markef d isruptions an energy resource market disruption emergency declared by 
the Governor pursuant to subsection (e) o f this section .

(e) In the event o f a state-wide or regional shortage or threatcned.shprtagc o f an energy resource 
due to an abnormal market disruption resulting from a natural disaster, weather gflinjilions, acts o f 
nature, strike, civil disorder, war, national or local emergency or. other extraordinary adverse 
circumstance, the Governor may proclaim that an energy resource markct disruptioiLemergcncv 
exists. Upon the declaration o f such emergency, the Governor may, in connection therewith, issue 
orders designating an energy resource to he ir short supply or in danger o f becoming in .sbon_S.upply 
in the state or in a specific region o f the state and imposing price restrictions or rationing wjrh respect 
thereto. Prior to the issuance o f such an order, the Governor shall make written findings that there is



an abnormal market disruption, that the energy resource is in short supply .or is in dangd-of 
becoming in short supply due to such disruption, that the energy resource is essential to the health, 
safety and welfare o f the people o f the state, and that the imposition o_fpri.ee restrictions on the 
energy resource or rationing o f such resource is necessary to assure the heal tit,.safety and welfare o f 
the people o f the state.

(f) Any proclamation or order issued pursuant to this section shall becomeidfeqiyg.uppiLit jd ili i ii: 
in the office o f the Secretary o f the State and with the clerks o f the Senate and the .Hqusc af 
Representatives. Such proclamation or order shall he published in full at least once in a newspaper 
having general circulation, in each .county, provided failure to publish.shall not impair thg, validity of 
such proclamation or order. Unless disapproved in accordance with the provisions of subsectio.n(g) 
o f this section, any proclamation or order shall remain in effect untii the Governor proclaims an end 
to the emergency or until ninety days after the date o f the proclamation o f the emergency^ whichever 
occurs first.

(g) Any proclamation or order issued pursuant to this section may be disapproved by a majority 
vote o f each house o f the General Assembly. Any such disapproval shall become effective upon filing 
notice o f such action with the office o f the Secretary o f the State.

fh) A ' ■ natural person, trade association, corporation or other entity may register w itil the 
Commissioner o f Consumer Protection as an agent for the purpose o f being no tjjkd by^auj 
commissioner or said commissioner's agent in (he event the Governor.declare ail energy resource 
market disruption emergency pursuant to subsection (e) o f this section-.Such natural jicrsoD^J.ratle 
association, corporation or odicr entity shall be notified o f such emergency by said commissioner or 
said commissioner's agent in an expeditious manner when the Governor declares an energy resource 
market disruption emergency.

(i) A violation o f the provisions o f subsection (b) of this section shall he deemed an unfair or 
deceptive trade act or practice under subsection (a) o f seqk>n_42-l l()h;

Sec. 2. Section 12-587 of the 2008 supplement to the general statutes is repealed and the following 
is substituted in lieu thereof (Effective from passage):

(a) As used in this chapter: (1) "Company" includes a corporation, partnership, lim ited 
partnership, limited liability’ company, limited liability partnership, association, individual or any 
fiduciary thereof; (2) "quarterly period" means a period o f three calendar months commencing on the 
first day o f January, April, July or October and ending on the last day o f March, June, September or 
December, respectively; (3) "gross earnings" means all consideration received from the first sale 
w ith in this state o f a petroleum product; (4) "petroleum products” means those products which 
contain or are made from petroleum or a petroleum derivative; (5) "first sale o f petroleum products 
with in this state" means the initial sale o f a petroleum product delivered to a location in this state; (6) 
"export" or "exportation" means the conveyance o f petroleum products from within this state to a 
location outside this state for the purpose o f sale or use outside this state; and (7) "sale for 
exportation" means a sale o f petroleum products .o a purchaser which itself exports such products.

(b) (1) Except as otherwise provided in subdivision (2) o f this subsection, any company which is 
engaged in the refining or distribution, or both, o f petroleum products and which distributes such 
products in this state shall pay a quarterly tax on its gross earnings derived from the first saic o f 
petroleum products within this state. Each company shall on or before the last day of the month next 
succeeding each quarterly period render to the commissioner a return on forms prescribed or 
furnished by the commissioner and signed by the person performing the duties o f treasurer or an 
authorized agent or officer, including the amount o f gross earnings derived from the first sale of



petroleum pioducts within this state for the quarterly period and such other facts as the 
commissioner may require for the purpose o f making any computation required by this chapter. 
Except as otherwise provided in subdivision (3) o f this subsection, the rate o f tax shall be (A) five per 
cent with respect to calendar quarters prior to July 1, 2005; (B) five and cight-tcn'hs per cent with 
respect to calendar quarters commencing on or after July 1, 2005, and prior to July 1, 2006; (C) six 
and three-tenths per cent with respect to calendar quarters commencing on or after July 1, 2006, and 
prior to July 1, 2007; (D) seven per cent w ith respect to calendar quarters commencing on or after 
July 1, 2007 j_r*»d-prior to July 1, 2008; (E) seven and one-half per cent w ith respect to calendar 
quarters commencing on or after July 1, 2008, and prio r-to July 1, 2013; and (F) etght-and-wne-tenth 
pcr-eem-with respect to calendar quarters commencing on or after1 July 1, 2013.

(2) Gross earnings derived from the first sale o f the following petroleum products within this state 
shall be exempt from tax: (A) Any petroleum products sold for exportation from this state for sale or 
use outside this state; (B) the product designated by the American Society for Testing and Materials 
as "Specification for Heating O il D396-69", commonly known as number 2 heating oil, to be used 
exclusively for heating purposes or to be used in a commercial fishing vessel, which vessel qualifies for 
an exemption pursuant to section 12-412 o f the 2008 supplement to the general statutes; (C) 
kerosene, commonly known as number 1 oil, to be used exclusively for heating purposes, provided 
delivery is o f both number 1 and number 2 oil, and via a truck with a metered deliver)' ticket to a 
residential dwelling or to a centrally metered system serving a group o f residential dwellings; (D ) the 
product identified as propane gas, to be used exclusively for heating purposes; (E) bunker fuel oil, 
intermediate fuel, marine diesel oil and marine gas oil to be used in any vessel having a displacement 
exceeding four thousand dead weight tons; (F) for any first sale occurring prior to July 1, 2008, 
propane gas to be used as a fuel for a motor vehicle; (G) for any first sale occurring on or after July I , 
2002, grade number 6 fuel oil, as defined in regulations adopted pursuant to section I6a-22c, to be 
used exclusively by a company which, in accordance with census data contained in the Standard 
Industrial Classification Manual, United States Office of Management and Budget, 1987 edition, is 
included in code classifications 2000 to 3999, inclusive, or in Sector 31, 32 or 33 in the North 
American Industrial Classification System United States Manual, United States Office of 
Management and Budget, 1997 edition; (H ) for any first sale occurring on or after July 1, 2002, 
number 2 heating oil to be used exclusively in a vessel primarily engaged in interstate commerce, 
which vessel qualifies for an exemption under section 12-412 o( the 2008 supplement to the general 
statutes: (I) for any first sale occurring on or after July 1, 2000. paraffin or microcrystalline waxes; (J) 
for any first sale occurring prior to July 1, 2008, petroleum products to he used as a fuel for a fuel 
cell, as defined in subdivision (113) o f section 12-412 o f the 2008 supplement to the general statutes
; (K) a commercial heating oil blend containing not less than ten per cent o f alternative fuels derived 
from agricultural produce, food waste, waste vegetable oil or municipal solid v aste. including, but 
not limited to, biodiesel or low sulfur dyed diesel fuel; or (L) for any firsr „..ie occurring on or after 
July 1, 2007, diesel fuel other than diesel fuel to be used in an electric generating facility to generate 
electricity'.

(3) The rate o f tax on gross earnings derived from the first sale of grade number 6 fuel oil, as 
defined in regulations adopted pursuant to section I6a-22c, to be used exclusively by a company 
which, in accordance with census data contained in the Standard Industrial Classification Manual, 
United States Office o f Management and Budget, 1987 edition, is included in code classifications 
2000 to 3999, inclusive, or in Sector 31, 32 or 33 in the North American Industrial Classification 
System United States Manual, United States Office o f Management and Budget, 1997 edition, or 
number 2 heating oil used exclusively in a vessel primarily engaged in interstate commerce, which 
vessel qualifies for an exemption under section 12-412 o f the 2008 supplement to the general statutes 
shall be: (A) Four per cent with respect to calendar quarters commencing on or after July 1, 1998, 
and prior to July 1, 1999; (B) three per cent with respect to calendar quarters commencing on or 
after July 1, 1999, and prior to July 1, 2000; (C) two per cent with respect tc calendar quarters



commencing on or after July 1, 2000, and prior to July 1, 2001; and (D) one per cent with respect to 
calendar quarters commencing on or after July 1, 2001, and prior to July 1, 2002.

(c) (1) Any company which imports or causes to be imported into this state petroleum products for 
sale, use or consumption in this state, other than a company subject to and having paid the tax on 
such company's gross earnings from first sales o f petroleum products with in this state, which earnings 
include gross earnings attributable to such imported or caused to be imported petroleum products, in 
accordance with subsection (b) o f this section, shall pay a quarterly tax on the consideration given or 
contracted to be given for such petroleum product u the consideration given or contracted to be 
given for all such deliveries during the quar rly period for which such tax is to be paid exceeds three 
thousand dollars. Except as otherwise provided in subdivision (3) o f this subsection, the rate o f tax 
shall be (A) five per cent with respect to calendar quarters commencing prior to July 1, 2005; (B) five 
and eight-tenths per cent with respect to calendar quarters commencing on or after July 1, 2005, and 
prior to July 1, 2006; (C) six and three-tenths per cent with respect to calendar quarters comment..ng 
on or after July 1, 2006, and prior to July 1, 2007; (D) seven per cent w ith respect to calendar 
quarters commencing on or after July 1, 2007 ... and prior to July 1, 2008; (F.) seven -am i one-half 
per cent w ith respect to ealendttt^qttaftvrs cotnmctieing-on or after ju ly-l-r^DOS. and prior to July 1, 
2013; -and (F) eight and one-tenth per cent -with respect to calendar quarters commencing on or after 
July 1, 2013. Fuel in the fuel supply tanks o f a motor vehicle, which fuel tanks-an- directly connected 
to the engine, shall not be eomidt-rgd a ckJtvery for the purposes o f th i* stibseetiour

(2) Consideration given or contracted to be given for petroleum products, gross earnings from the 
first sale o f which are exempt from tax under subdivision (2) of subsection (b) o f this section, shall be 
exempt from tax.

(3) The rate o f tax on consideration given or contracted to be given for grade number 6 fuel oil, as 
defined in regulations adopted pursuant to section l6a-22c, to be used exclusively by a company 
which, in accordance with census data contained in the Standard Industrial Classification Manual, 
United States Office o f Management and Budget, 1987 edition, is included in code classifications 
2000 to 3999, inclusive, or in Sector 31, 32 or 33 in the North American Industrial Classification 
System United Srates Manual, United States Office o f Management and Budget, 1997 edition, or 
number 2 heating oil used exclusively in a vessel primarily engaged in interstate commerce, which 
vessel qualifies for an exemption under section 12-412 o f the 2008 supplement to the general statutes 
shall be: (A) Four per cent with respect to calendar quarters commencing on or after July 1, 1998. 
and prior to July 1, 1999; (B) three per cent with respect to calendar quarters commencing on or 
after July 1, 1999, and prior to July 1, 2000; (C) two per cent with respect to calendar quarters 
commencing on or after July 1, 2000, and prior to July 1, 2001; and (D) one per cent with respect to 
calendar quarters commencing on or after July 1, 2001, and prior to July 1, 2002.

(d) The amount o f tax reported to be due on such return shall be due and payable on or before the 
last day o f the month next succeeding the quarterly period. The tax imposed under the provisions of 
this chapter shall be in addition to any orher tax imposed by this state on such company.

(e) For the purposes o f this chapter, the gross earnings o f any producer or refiner o f petroleum 
products operating a service station along the highways or interstate highways w ith in the state 
pursuant to a contract with the Department o f Transportation or operating a service station which is 
used as a training or test marketing center under the provisions o f subsection (b) o f section l4-344d, 
shall be calculated by multiplying the volume o f petroleum products delivered by any producer or 
refiner to any such station by such producer's or refiner's dealer tank wagon price or dealer wholesale 
price in the area o f the service station.

This act shall take



effect as follows and 
shall amend the 
following sections:
Section 1 from passage 42-234
Sec. 2 from passage 12-587

GL Joint Favorable Subst.

Copyright 2008 State Net. A ll Rights Reser ved.

1LH 1933 SPONSOR: E i i y  (Rj
COSPONSOR(S): Pritchard (R), Reis (R)
T IT LE : Renewable Motor Fuels Retail Infrastructure
INTRODUCED : 02/23/2007
D ISPOS IT ION : Pending
LOCAT ION : Flouse Rules Committee
SUMMARY:
Creates the Renewable Motor Fuels Retail Infrastructure Development and 
Maintenance Act. Makes it a violation to sell motor fuel below cost. Provides that it is 
a violation o f the Act to engage in motor fuel price gouging in response to the 
occurrence o f a national disaster or State emergency, except where the sale is both an 
isolated and inadvertent incident.
STATUS:
03/23/2007 Rerefcrred to HOUSE Committee on RULES.
PRIVATE FILE: EnergyDaiabase
Subject: Gasoline

IA  H 1354 AUTHOR : Lopiato (R)
T IT LE : Price Gouging
INTRODUCED : 04/28/^008
D ISPOSIT ION : Pending
LOCAT ION : HOUSE
SUMMARY:
Relates to price gouging during an emergency or during a named tropical storm or 
hurricane; provides that the prices charged or the value received by individual 
merchants may not exceed the prices ordinarily charged by the individual merchant; 
deletes specified activities as constituting prima facie proof o f a violation.
STATUS:
04/28/2008 INTRODUCED .
04/28/2008 Substituted for H. 142
04/28/2008 Ordered Engrossed.

2008 LA H 1354 
AUTHOR : Lopinto 
VERSION: Engrossed



VERSION DATE: 04/28/2008

HLS 08RS-2737 ENGROSSED
Regular Session, 2008

HOUSE BILL NO . 1354 (Substitute for House Bill No. 142 by Representative Lopinto)'

BY REPRESENTATIVE LOP INTO

COMMERCE: Provides relative to price gouging during emergencies or hurricanes

AN ACT

To amend and reenact R.S. 29:732(A) and 734(B), relative to price gouging during an emergency 
or during a named tropical storm or hurricane; to provide that the prices charged or the value 
received by individual merchants may not exceed the prices ordinarily charged by the individual 
merchant; to delete specified activities as constituting prima facie proof o f a violation; and to provide 
for related matters.

Be it enacted by the Legislature of Louisiana:

Section 1. R.S. 29:732(A) and 734(B) are hereby amended and reenacted to read as follows:

Section 732. Price gouging; prohibited

A. During a state o f emergency as declared by the governor or as declared by the parish president, 
or during a named tropica! storm or hurricane in or threatening the G u lf o f Mexico, the prices 
charged or value received bv individual merchants for goods and sendees sold within the designated 
emergency area may not exceed the prices ordinarily charged by those individual merchants for 
eomftttrabfe-their goods and services in the same market area at or immediately before the time o f the 
state o f emergency. However, the value received may include - -asonable expenses and a charge for 
any attendant business risk, in addition to the cost o f th** goods and sendees which necessarily are 
incurred in procuring the goods and services during the state o f emergency. Notwithstanding any 
other provision o f law to the contrary, it shall not be deemed a violation of this Section if the prices 
charged for goods and sendees sold within the designated emergency, area by an individual..in the 
same market area, at or immediately before the time o f the emergency,, have not changed except as 
allowed herein during an emergency.

* • •

Section 734. Violations; judicial relief; prima facie proof
* * *

B. In any proceeding instituted pursuant to this Section, the foHowing-shttl l constttute-p ftmtt-htete

(1) Evidence evidence that the amount charged represents a gross disparity between the price o f 
the goods or services which were the subject o f the transaction and their value, measured by the price 
at which such goods or services were sold or offered for sale by the merchant in the usual course o f 
business immediately prior to the onset o f the abnormal disruption o f the market, and the amount 
charged by the merchant was not attributable to additional costs imposed by its suppliers shall 
constitute prima facie proof of.a violation.■



(2) Evidencethat the amount ehafgcd grossly exceeded the priee at which the same or sim ilar 
goods or services were readi ly obtainable by-other consumers in the trade-area and the amount 
charged by the merchant was not-amt bmablc to additional costs imposed--by its- suppliers.

♦ * •

DIGEST

The digest printed below was prepared by House Legislative Services. It constitutes no parr o f the 
legislative instrument. The keyword, one-liner, abstract, and digest do not constitute part o f the law 
or proof or indicia o f legislative intent. [R.S. 1:13(B) and 24:177(E)]

Lopinto HB No. 1354
Abstract: Requires that the prices charged or the value received by individual merchants for goods 

and services sold within the designated emergency area may not exceed die prices ordinarily charged 
by the individual merchant for goods and services immediately before the time o f the state o f 
emergency.

Present law provides that during a state o f emergency the value received for goods and services sold 
within the designated emergency area may not exceed the prices ordinarily charged for comparable 
goods and services in the same market area at or immediately before the time o f t:.c state o f 
emergency.

Proposed law requires that the prices charged or the value received by individual merchants for 
goods and services sold w ith in the designated emergency area may not exceed the prices ordinarily 
charged by the individual merchant for goods and services immediately before the time o f the state o f 
emergency.

Present law provides that the value received may include reasonable expenses and a charge for any 
attendant business risk, in addition to the cost of the goods and services which necessarily are 
incurred in procuring the goods and services during the state o f emergency.

Proposed law provides rhat it shall not be deemed a violation i f the prices charged for goods and 
services sold within the designated emergency area by an individual in the same market area, at or 
immediately before the time o f the emergency, have not changed, excepr as allowed by these 
provisions during an emergency.

Present law provides that the following shall constitute prima facie proof of a violation for price 
gouging:

(1) Evidence that the amount charged represents a gross disparity between the price o f the goods or 
services which were the subject o f the transaction and their value, measured by the price at which 
such goods or services were sold or offered for sale by the merchant in the usual course o f business 
immediately prior to the onset o f the abnormal disruption of the market, and the amount charged by 
the merchant was not attributable to additional costs imposed by its suppliers.

(2) Evidence that the amount charged grossly exceeded the price at which the same or similar 
goods or services were readily obtainable by other consumers in the trade area, and the amount 
charged by the merchant was nor attributable to additional costs imposed by its suppliers.

Proposed law deletes (2) o f present law (above) so that (2) no longer constitutes prima facie proof 
of a violation for price gouging.



(Amends R.S. 29:732(A) and 734(B))

Copyright 2008 State Net. AJ1 Rights Rcser ved.

LA H 506 AUTHOR : 
T ITLE :
INTRODUCED :
D ISPOSIT ION :
LOCAT ION :
SUMMARY:
Provides for certain 
STATUS: 
05/05/2008 
05/05/2008

2008 LA H 506 
AUTHOR : Ponti 
VERSION: Engrossed 
VERSION DA TE: 04/28/2008

HLS 08RS-1129 ENGROSSED
Regular Session, 2008

HOUSE BUT NO. 506

BY REPRESENTATIVE PONTI

CONSUMERS/PROTECTION: Provides for cettain exceptions to price gouging during a state 
o f emergency

AN ACT

To amend and reenact R.S. 14:329.6(A)(9) and R.S. 29:732(A), relative to price gouging during a 
proclamation of a state o f emergency; to provide for price changes attributable to market conditions; 
to provide for business risk expenses; and to provide for related matters.

Be it enacted by the Legislature o f Louisiana:

Section 1. R.S. 14:329.6(A)(9) is hereby amended and reenacted to read as follows:

Section 329.6. Proclamation o f state o f emergency; conditions therefor; effect thereof

A. During times o f great public crisis, disaster, rioting, catastrophe, or similar public emergency 
within the territorial lim its o f any municipality or parish, or in the event of reasonable apprehension 
o f immediate danger thereof, and upon a finding that the public safety is imperiled thereby, the chief 
executive officer o f any political subdivision or the district judge, district attorney, or the sheriff o f 
any parish o f this state, or the public safety director o f a municipality, may request the governor to 
proclaim a state o f emergency within any part or all of the territorial limits o f such local government. 
Following such proclamation by the governor, and during the continuance o f such state o f

Ponti (R)
Consumer Protection
03/31/2008
Pending
Senate Judiciary A Committee

exceptions to price gouging during a state o f emergency.

Passed HOUSE. ****‘ To SENATE.
To SENATE Committee on JUD IC IARY A.



emergency, rhe chief law enforcement officer o f the political subdivision affected by the proclamation
may, in order to protect life and property and to bring the emergency situation under control,
promulgate orders affecting any part or all o f the territorial limits o f the municipality or parish:

♦ * *

(9) Prohibiting the sale or offer for sale o f goods or sen ices within the designated emergency area
for value exceeding the prices ordinarily charged for comparable goods and services in the same
market area at. or immediately before, the time o f the state o f emergency , unless the price by the
seller is attributable to fluctuations in applicable commodity markets,.fluctuations in applicable
regional or national market trends, or to reasonable expenses and charges for attendant business risk
incurred in procuring or selling the goods or services during the state o f emergency.. H owever - the
value-received may include reasonable expenses-and-a eharge for any-at-tendant business risk-in
additie»n-to the cost- o f the goods and scrv ieea-whieh -neeeasar ily are-tneurrcd in procur ing the goods
and scrvieea-durmg the statc-o f emergency, pursuan t-to-the provisions o f R.-5. 29:701 through 716:

* * *

Section 2. R.S. 29:732(A) is hereby amended and reenacted to read as follows:

Section 732. Price gouging, prohibited

A. During a state o f emergency as declared by the governor or as declared by the parish president, 
or during a named tropical atorm or httrrieane in-o f tbfeatcning the Gulf o f Mexico, the value 
received for goods and services sold w ith in the designated emergency area may not exceed the prices 
ordinarily charged for comparable goods and services in the same market area at, or immediately 
before, the time o f the state o f emergency . unless the price by the seller is attributable to fluctuations 
in applicable commodity markets, fluctuations in applicable regional or national market trends, o r jo 
reasonable expenses and charges for attendant business risk incurred in procuring or selling the.goods 
or services during the state o f emergency . H owever, the value received- may-ittdude reasonable 
expenses and a eharge-tor any-at-tcttdant-bm tncss risk, in addit ion to the cost of the goods and services 
which neeessarily are incurred in procuring the goods and set vices during the-state of  emergency:

DIGEST

The digest printed below was prepared by House Legislative Services. It constitutes no part o f the 
legislative instrument. The keyword, one-liner, abstract, and digest do not constitute part o f the law 
or proof or indicia o f legislative intent. [R.S. 1:13(B) and 24:177(E)]
Ponti HB No. 506
Abstract: Provides that an increase in prices ordinarily charged is not price gouging if the price by 

the seller is attributable to fluctuations in applicable commodity markets, fluctuations in applicable 
regional or national market trends, or to reasonable expenses and charges for attendant business risk 
incurred in procuring or selling the goods or services during the state o f emergency.

Present law provides that following a proclamation by the governor o f a state o f emergency, and 
during the continuance o f such state o f emergency, the chief law enforcement officer o f the political 
subdivision affected by the proclamation may, in order to protect life and property and to bring the 
emergency situation under control, promulgate orders affecting any part or all o f the territorial limits 
o f the municipality or parish including prohibiting the sale or offer for sale o f goods or services within 
the designated emergency area for \ .iluc exceeding the prices ordinarily charged for comparable goods 
and services in the same market area at, or immediately before, the time o f the state o f emergency.



Proposed law provides that prices may not exceed the prices ordinarily charged for comparable 
goods and services in the same market area at, or immediately before, the time o f the state o f 
emergency, unless the price by the seller is attributable to fluctuations in applicable commodity 
markets, fluctuations in applicable regional or national market trends, or to reasonable expenses and 
charges for attendant business risk incurred in procuring or selling the goods or services during the 
state o f emergency.

Present law provides that the value received may include reasonable expenses and a charge for any 
attendant business risk in addition to the cost o f the goods and services which necessarily arc incurred 
in procuring the goods and services during the state o f emergency.

Present law provides that during a state o f emergency as declared by the governor or as declared by 
the parish president, or during a named tropical storm or hurricane in or threatening the G u lf o f 
Mexico, the value received for goods and services sold with in the designated emergency area may not 
exceed the prices ordinarily charged for comparable goods and services in the same market area at, or 
immedia ly before, the time o f the state o f emeigcncy.

Proposed law provides that during a state o f emergency as declared by the governor or as declared 
by the parish president the price for goods and services may not exceed prices ordinarily charged 
unless the price by the seller is attributable to fluctuations in applicable commodity markets, 
fluctuations in applicable regional or national market trends, or to reasonable expenses and charges 
for attendant business risk incurred in procuring or selling the goods or services during the state o f 
emergency.

(Amends R.S. 14:329.6(A)(9) and R.S. 29:732(A))

Copyright 2008 State Net. All Rights Rcser ved.

Candaras (D)
Flanagan (D), Augustus (D)
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M AS 1375 AUTHOR :
COAUTHOR(S):
T ITLE :
INTRODUCED :
LAST AMEND :
D ISPOSIT ION :
LOCATION :
SUMMARY:
Prohibits price gouging during states of emergency.
STATUS:
03/31/2008 To SENATE Committee on ETHICS and RULES.

2007 M AS 1375 
AUTHOR : Candaras 
VERSION: Introduced 
VERSION DATE: 01/10/2007

SENATE No. 1375
THE COMMONW EALTH OF MASSACHUSETTS

In The Year Two Thousand And Seven.



AN ACT TO PROHIBIT PRICE GOUGING DURING STATES OF EMERGENCY.

Be it enacted by the Senate and House o f Representatives in General Court assembled, and by the 
authority o f the same, as follows:

SECTION 1. Chapter 23 o f the General Laws is hereby amended by striking out section 9H the 
following section: —

Section 9H. As used in this section the following words shall have the following meanings: —

"Commodiry" means goods, services, materials, merchandise, supplies, equipment, resources, or 
other articles o f commerce, and includes, without lim itation, food, water, ice, chemicals, petroleum 
products, and lumber essential for consumption or use as a direct result o f a declared state o f 
emergency.

"Llnconscionablc price" an amount charged which represents a gross disparity' between the price o f 
the commodiry or rental or lease o f a dwelling unit, including a motel or hotel unit or other 
temporary lodging, or self-storage facility that is the subject o f the offer or transaction and the aver, 
price at which that commodiry or dwelling unit, including a motel or hotel unit or other temporary 
lodging, or self-storage facility was rented, leased, sold, or offered for rent or sale in the usual course 
o f business during the 30 days immediately before a declaration o f a state o f emergency, and the 
increase in the amount charged is not attributable to additional costs incurred in connection with the 
rental or sale o f the commodity or rental or lease o f the dwelling unit, including a motel or hotel unit 
or other temporary lodging, or self-storage facility, or regional, national, or international market 
trends; or grossly exceeds the average price at which the same or similar commodity, dwelling unit, 
including a motel or hotel unit or other temporary lodging, or self-storage facility was readily 
obtainable in the trade area during the 30 days immediately before a declaration o f a state of 
emergency. Such price shall not include a price during that period set as a result o f a bona fide 
manufacturer’s or suppliers limited discount or rebate; provided however that the increase in the 
amount charged is not with rental or sale o f the commodity or rental or lease o f the dwelling unit, 
including a motel or betel unit or other temporary lodging, or self-storage facility, or as the result of 
regional, national, or international market trends, or is attributable to additional costs in connection 
with the disaster, including replacement costs imposed bv the vendors source.

Whenever the governor shall determine that an emergency exists in respect to food or fuel or any 
other common necessity of life, including the providing o f shelter, it shall be a violation of this 
section for a person or his agent or employee to rent or sell or offer to rent or sell a commodity at an 
unconscionable price w ithin the area for which the state of emergency is declared; or impose 
unconscionable prices for the rental or lease o f a dwelling unit, including a motel or hotel unit or 
other temporary lodging, or self-storage facility with in the area for which the state of emergency is 
declared. This prohibition remains in effect until the declaration expires or is terminated. Upon a 
declaration o f a state o f disaster by the President, in which the disaster area includes all or a portion o f 
the commonwealth it is unlawful and a violation o f this article for a person or his agent or employee 
in this state to: rent or sell or offer to rent or sell a commodity at an unconscionable price within the 
area for which the state of disaster is declared; or impose unconscionable prices for the rental or lease 
o f a dwelling unit, including a motel or hotel unit or other temporary lodging, or self-storage facility 
within the area for which the state o f disaster is declared. This prohibition remains in effect until ten 
days after the declaration expires or is terminated. A price increase approved by an appropriate 
government agency is not a violation o f this section. This section does not apply to sales by growers, 
producers, or processors o f raw or processed food products, except for retail sales o f those products to 
the ultimate consumer within the area o f the declared state o f emergency or disaster.



This section does not preempt the powers o f local government, except th&, the evidentiary 
standards contained in this section are the sole evidentiary standards to he adopted by ordinance o f a 
local government to restrict price escalation during a declared state o f emergency o f disaster. In the 
event a local government declares a state o f emergency or disaster in which the disaster area includes 
ail or a portion o f the area under the local government's jurisdiction, and restricts price escalation 
during that emergency or disaster, the governmental entity must notify the Governor's office o f such 
declaration. The Governor's office must notify registered agents simultaneously at the time o f the 
declaration and also at the termination o f the state o f emergency.

A violation o f this section shall be punished by a fine o f not more than $5,000 or by imprisonment 
for not more that 2 1/2 years or both.

Copyright 2.008 State Net. All Rights Reser vcd.

NC H 653 AUTHOR : Qitean (D)
T IT LE : Motor Fuel Tax
IN TRODUCED : 03/15/2007
D ISPOS IT ION : Failed - Adjourned
LOCAT IO N : House Finance Committee
SUMMARY:
Stabilizes the motor fuel tax by imposing a cap on the variable wholesale component 
o f the motor fuel tax rate at its current rate; provides relief for consumers by providing 
for price gouging investigations by the Attorney General.
STATUS:
07/24/2007 Withdrawn from HOUSE Committee on

TRANSPORTATION.
07/24/2007 Rc-rcferrcd to HOUSE Committee on FINANCE.
PRIVATE FILE: EnergyDatabase
Subject: Gasoline

2007 NC H 653 
AUTHOR : Gibson 
VERSION: Introduced 
VERSION DATE: 03/15/2007

GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2007 

H 1

HOUSE BILL 653 

Short Title: Cap Variable Rate o f the Gasoline Excise l ax. (Public)

Sponsors: Representatives Gibson; Brown, Faison, Howard, Hurley, Justice, McGee, Stiller, 
Underhill, and Wainwright.

Referred to: Transportation, i f favorable, Finance.



March 15.2007

AN ACT TO  STABILIZE THE MOTOR FUEL TAX BY IMPOSING A CAP ON THE 
VARIABLE WHOLESALE COMPONENT OF TH E MOTOR FUEL TAX RATE AT ITS 
CURRENT RATE AND PROV ID ING RELIEF FOR CONSUMERS BY PROVID ING FOR 
PRICE GOUG ING INVESTIGATIONS BY THE ATTORNEY GENERAL.

The General Assembly o f North Carolina enacts:

SECTION 1. G.S. 105-449.80(a) reads as rewritten:

"(a) Rate. - The motor fuel excise tax rate is a flat rate o f seventeen and one-half cents (17 1/2 
cents) a gallon plus a variable wholesale component. The variable wholesale component is cither three 
and one-half cents (3 1/2 centsj a gallon or seven percent (7%) o f the average wholesale price o f 
motor fuel for the applicable base period, whichever is greater. In no case may the variable wholesale 
component be greater than twelve and four-tenths cents (]2,4_ccms) a_ga)]co.

The two base periods are six-month periods; one ends on September 30 and one ends on March 
31. The Secretary must set the tax rate twice a year based on the wholesale price for each base period. 
A tax rate set by the Secretary using informal m for the base period that ends on September 30 
applies to the six-month period that begins th following January 1. A tax rate set by the Secretary 
using information for the base period that ends on March 31 applies to the six-month period that 
begins the following July 1."

SECTION 2. G.S. 75-38 reads as rewritten:

"Section 75-38. Prohibit '•xcessivc pricing during states o f disaster.

(a) It shall be a violation o f G.S. 75-1.1 for any person to sell or rent or offer to sell or rent at rerail 
during a state o f disaster, in the area for which the state of disaster has been declared, any 
merchandise or services which are consumed or used as a direct result o f an emergency or which are 
consumed or used to preserve, protect, or sustain life, health, safety, or comfort o f persons or their 
property with the knowledge and intent to charge a price that is unreasonably excessive under the 
circumstances. In determining whether a price is unreasonably excessive, it shall be considered 
whether:

(1) The price charged by the seller is attributable to additional costs imposed by the seller’s 
supplier or other costs o f providing the good or service during the state o f disaster; and

(2) The seller offered to sell or rent the merchandise or sendee at a price that was below the seller’s 
average price in the preceding 60 days before the state o f tbsaster-disastcr; and

(3) The seller was pricing above market prices when no alternative seller was available.

I f the seller did not sell or rent or offer to sell or rent the merchandise or service in question prior 
to the time the state o f disaster was declared, the price at which the merchandise or service was 
generally available in the trade area shall be used as a factor in determining i f the seller is charging an 
unreasonably excessive price.

A BILL TO BE ENTITLED



NYS5Q43 SAME AS: NY S223
SPONSOR: Fuschillo (R)
T ITLE : Right to Action for Unlawful Price Gouging
IN TRODUCED : 04/25/2007
D ISPOSIT ION : Pending
LOCAT ION : SENATE
SUMMARY:
Creates a private right to action for unlawful price gouging for injunctive relief and 
recovery o f actual damages or a specific amount, whichever is greater, or both, in 
addition to right o f action granted to Attorney General; permits the court to award a 
prevailing p la in tiff an additional penalty for a w illfu l or knowing violation and 
reasonably attorney's fees.
STATUS:
01/29/2008 From SENATE Committee on CONSUMER

PROTECTION.

2007 NY S 5043 
AUTHOR : Fuschillo 
VERSION: Introduced 
VERSION DATE: 04/25/2007

STATE OF NEW YORK 

5043

2007-2008 Regular Sessions 

IN SENATE 

April 25, 2007

Introduced by Sen. FUSCHILLO — read twice and ordered printed, and when printed to be 
committed to the Committee on Consumer Protection

AN ACT to amend the general business law, in relation to price gouging

THE PEOPLE OF THE STATE OF NEW YORK. REPRESENTED IN SENATE AND 
ASSEMBLY, DO ENACT AS FOLLOWS:

Section 1. Section 396-r o f the general business law is amended by adding a new subdivision 5 to 
read as follows:

5. IN ADD IT IO N TO ANY R IGHT OF ACTION GRANTED .TO THE ATTORNEY 
GENERAL PURSUANT TO TH IS SECTION. ANY PERSON W HO HAS BEEN 1N1URED BY 
REASON OF ANY V IO LAT IO N OF TH IS SECTION MAY BRING AN ACTION IN HIS OR 
HER OWN NAME TO EN IO IN SUCH UNLAWFUL ACT OR PRACTICE,_AN_ACT1QN_IQ 
RECOVER HIS OR HER ACTUAL DAMAGES OR ONE THOUSAND DOLLARS, 
WH ICHEVER IS GREATER, OR BOTH SUCH ACTIONS. THE COURT MAY. IN ITS 
DISCRETION, AWARD THE PREVAILING PLAINTIFF IN SUCH ACT ION A PENALTY



necessary for the health, safety and welfare o f consumers, no party w ith in the chain o f distribution o f 
such consumer goods or services or both shall sell or offer to sell any such goods or services or both 
for an amount which represents an unconscionably excessive price. For purposes o f this section, the 
phrase "abnormal disruption o f the market" shall mean any change in the market, whether actual or 
imminently threatened, resulting from stress o f weather, convulsion o f nature, failure or shortage o f 
electric power or other source o f energy, strike, civil disorder, war, military action, national or local 
emergency, or other cause o f an abnormal disruption o f the market whteh results- i n the declaratton of 
a-state-ofiemcrgency by the governor-. For the purposes o f this section, the term consumer goods and 
services shall mean those used, bought or render* ’ primarily for personal, family or household 
purposes. This prohibition shall apply to all parries w ith in the chain o f distribution, including any 
manufacturer, supplier, wholesaler, distributor or retail seller o f consumer goods or services or both 
sold by one party to another when the product sold was located in the state prior to the sale. 
Consumer goods and services shall also include any repairs made by any party w ithin the chain ol 
distribution o f consumer goods on an emergency basis as a result o f such abnormal disruption o f the 
market.

3. Whether a price is unconscionably excessive is a question o f law for the court.

(a) The court's determination that a violation o f this section has occurred shall be based on any of 
the following factors: (i) that the amount o f the excess in price is unconscionably extreme; or (ii) that 
there was an exercise o f unfair leverage or unconscionable means; or (iii) a combination of both 
factors in subparagraphs (i) and (ii) o f this paragraph.

(b) In any proceeding commenced pursuant to subdivision fm ttT IVE o f this section, prima facie 
proof that a violation o f this section has occurred shall include evidence that

(i) the amount charged represents a gross disparity between the price of the goods or services which 
were the subject o f the transaction and their value measured by the price at which such consumer 
goods or services were sold or offered for sale by the defendant in the usual course of business 
immediately prior to the onset o f the abnormal disruption o f the market or

(ii) the amount charged grossly exceeded the price at which the same or similar goods or services 
were readily obtainable by other consumers in the trade area. A defendant may rebut a prima facie 
case with evidence that additional costs not within the control of the defendant were imposed on the 
defendant for the goods or services.

4. ANY PERSON W HO VIOLA EES THE PROVISIONS OF TH IS SECTION SHALL BE 
GU ILTY OF A V IO LAT ION .

5. Where a violation o f this section is alleged to have occurred, A PIS TRIG 1 A T l ORNEY MAY 
FILE AN ACCUSATORY INSTRUMENT W ITH A CR IM INAL COUR T W IT H IN  THE
111DIC1AL D ISTR ICT IN W H IC H SUCH VIOLATIONS ARE ALLEGED TO HAVE 
OCCURRED. AND the attorney general may apply in the name of the People o f the State of New 
York to the supreme court o f the State o f New York within the judicial district in which such 
violations are alleged to have occurred, on notice o f five days, for an order enjoining or restraining 
commission or continuance o f the alleged unlawful acts. In any such proceeding, the court shall 
impose a civil penalty in an amount not to exceed ten- [' W E N TY - EIV E thousand dollars and, where 
appropriate, order restitution to aggrieved consumers.

Section 2. This act shall take effect immediately.

Copyright 2008 State Net. Ail Rights Rcser ved.



IN TRODUCED : 02/02/2007
D ISPOSIT ION : Pending
LOCAT ION : Senate Consumer Protection Committee
SUMMARY:
Relates to price gouging; imposes criminal penalties lor price gouging; removes 
language relating to the declaration o f a state o f emergency.
STATUS:
02/02/2007 INTRODUCED .
02/02/2007 To SENATE Committee on CONSUMER PROTECTION.

2007 NY S 2347 
AUTHOR : Schneiderman 
VERSION: Introduced 
VERSION DATE: 02/02/2007

STATE OF NEW YORK 

2347

2007-2008 Regular Sessions 

IN SENATE 

February 2, 2007

Introduced by Sens. SCHNEIDERMAN. ADAMS, BRESLIN, DUANE, GONZALEZ, HASSELL- 
THOMPSON , KLEIN, KRUEGER, KRUGER, MONTGOMERY, PARKER, SABINI, 
SAMPSON, SERRANO, SM ITH , STACHOWSKI, STAVISKY, THOMPSON, VALESKY -  read 
twice and ordered printed, and when printed to be committed to the Committee on Consumer 
Protection

AN ACT to amend the general business law, in relation to price gouging

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED IN SENATE AND 
ASSEMBLY, DO ENACT AS FOLLOWS:

Section 1. Section 396-r ol the general business law, as amended by chapter 510 o f the laws o f 
1998, is amended to read as follows:

Section 396-r. Price gouging. 1. Legislative findings and declaration. The legislature hereby finds 
that duiing periods o f abnormal disruption o f the market caused by strikes, power failures, severe 
shortages or other extraordinary adverse circumstances, some parties within the chain o f distribution 
o f consumer goods have taken unfair advantage o f consumers by charging grossly excessive prices for 
essential consumer goods and services.

In order to prevent any party w ith in the chain o f distribution o f any consumer goods from taking 
unfair advantage o f consumers during abnormal disruptions of the market, the legislature declares 
that the public interest requires that such conduct be prohibited and made subject to civil AND 
CR IM INAL penalties.

2. During any abnormal disruption o f the market for consumer goods and services vital and



(b) In the event the Attorney General investigates a complaint for a violation o f this section and 
determines that the seller has not violated the provisions o f this section and i f the seller so requests, 
the Attorney General shall promptly issue a signed statement indicating that the Attorney General 
has not found a violation o f this section. The Attorney General shall maintain the confidentiality o f 
all evidence, testimony, documents, statements, or other results o f an investigation under this section, 
including the names o f the complainant and the individual, corporation, or other entity that is the 
subject o f the investigation. Nothing herein shall be construed to  prevent the presentation or 
disclosure o f any information or evidence in an action o r_ p .ro c ce d i; ig  b ro u g h t under this section or 
pursuant to an order from a court o f compctent-jurisdiction.

(c) For the purposes o f this section, the end o f a state o f disaster is the earlier of 45 days or the 
termination o f a natural or man-made disaster or emergency as declared in accordance with G.S. 
l66A -6o rG .S . 166A-8.

(d) The Office o f the Governor shall maintain a mailing list o f individuals who have requested, in 
writing, notice o f the issuance of a declaration o f a state o f disaster or emergency. When the i office ol 
the Governor declares a state o f disaster or emergency, it must provide, by electronic or U.S. mail, a 
copy o f the declaration to each individual on the list. "

SECTION 3. G.S. 166A-40) reads as rewritten:

"(1) Disaster. - An occurrence or imminent threat o f widespread or severe damage, injury, 
economic well-being, or loss o f life or property resulting from any natural or man-made incidental. 
accidental, m ilitary or paramilitary cause."

SECTION 4. There is appropriated from the General Fund to the Highway Fund and Highway 
Trust Fund an appropriate amount o f funds to offset the loss of revenue from capping rhe motor 
fuels excise tax.

SECTION 5. This act becomes effective July 1, 2007.

Copyright 2008 State Net. All Rights Reser ved.

N1 A 2313 SPONSOR: Dicgnan (D)
COSPONSOR(S): Vas (D), Egan (D)
T IT LE : Price Gouging
INTRODUCED : 02/26/2008
D ISPOSIT ION : Pending
LOCAT ION : Assembly Consumer Affairs Committee
SUMMARY:
Prohibits price gouging during a declared state o f emergency.
STATUS:
02/26/2008 INTRODUCED .
02/26/2008 To ASSEMBLY Committee on CONSUMER AFFAIRS.

2008 NJ A 2313 
AUTHOR : Diegnan 
VERSION: Introduced 
VERSION DATE: 02/26/2008



ASSEMBLY, No. 2313

STATE OF NEW JERSEY 

213th LEGISLATURE 

INTRODUCED FEBRUARY 26, 2008 

Sponsored by:

Assemblyman PATRICK J. D IEGNAN , JR.

Assemblyman JOSEPH VAS 

Co-Sponsored by:

Assemblyman Egan

SYNOPSIS

Prohibits price gouging during a declared state o f emergency.

CURRENT VERSION OF TEX T

As introduced.

AN ACT concerning prohibited pricing practices and supplementing T itle 2C of the N w Jersey 
Statutes.

BE IT ENACTED by the Senate and General Assembly o f the State o f New Jersey:

1. a. A person commits a crime o f the fourth degree if, during or within 180 days following a state 
of emergency declared by the President o f the United States or the Governor, or upon the declaration 
o f a state o f local disaster by an authorized local government official that person sells or offers to sell 
any essential commodity including, but not lim ited to, supplies, services, provisions or equipment 
that is necessary for consumption or use as a direct result o f the emergency, at a price o f more than 
10% above the price ordinarily charged for comparable goods and services immediately prior to the 
declared state o f emergency. It is an affirmative defense to a prosecution under this section that i f the 
increase in price was directly attributable to additional costs imposed on the seller by the supplier o f 
the goods or directly attributable to additional costs for labor or materials used to provide the 
services, provided that in those situations where the increase in price is attributable to additional costs 
imposed by the seller’s supplier or additional costs o f providing the good or service during the state o f 
emergency, the price represents no more than 10% above the total o f the cost to the seller plus the 
markup customarily applied by the seller for that good or service in the usual course o f business 
immediately prior to the onset o f the state o f emergency.

Each sale or offer to sell in violation o f this subsection constitutes a separate offense.

b. It shall be unlawful for any contractor, during or with in 180 days following a state of emergency 
declared by the President o f the United States or the Governor, or upon the declaration o f a state o f 
local disaster by an authorized local government official to sell or offer to sell any repair or 
reconstruction services or any services used in emergency cleanup for a price o f more than 10% above



the price ordinarily charged by that person for those services immediately prior to the declared state 
o f emergency. It is an affirmative defense to a prosecution unde this section that i f  the increase in 
price was directly attributable to additional costs imposed on the contractor by the supplier o f the 
goods or directly attributable to additional costs for labor or materials used to provide the services, 
provided that in those situations where the increase in price is attributable to additional costs 
imposed by the contractor's supplier or additional costs o f providing the good or service during the 
state o f emergency, the price represents no more than 10% above the total o f the cost to the 
contractor plus the markup customarily applied by the contractor for that good or service in the usual 
course o f business immediately prior to the onset o f the state o f emergency.

Any person who violates this subsection shall be guilty o f a crime o f the fourth degree. Each sale or 
offer to sell in violation o f this subsection constitutes a separate offense.

2. This act shall take effect immediately.

STATEMENT

This bill makes it a crime o f the fourth degree for any person to sell or offer to sell any goods or 
services during or w ithin 180 days following a declared state o f emergency or local disaster at a price 
o f more than 10% above the price ordinarily charged for comparable goods or services immediately 
prior to the proclamation o f emergency. The bill further provides that it is an affirmative defense to a 
prosecution under this bill i f the increase in price was directly attributable to additional costs imposed 
on the seller by the supplier o f the goods or directly attributable to additional costs for labor or 
materials used to provide the services. In those instances where the increase in price is attributable to 
additional costs imposed by the seller’s supplier or additional costs of providing the goods or services 
during the state o f emergency, the price shall represent no more than 10% above the total o f the cost 
to the seller plus the markup customarily applied by the seller for that good or service in the usual 
course of business immediately prior to the onset o f the state o f emergency.

In addition, this bill makes it a crime o f the fourth degree for any contractor to sell or offer to sell 
any repair or reconstruction services used during an emergency cleanup for a price o f more than 10% 
above the price ordinarily charged by the contractor for those services immediately prior to the 
declared state o f emergency or local disaster. The bill further provides that it is an affirmative defense 
to a prosecution under this bill i f the increase in price was directly attributable to any additional costs 
imposed on the contractor by his supplier or additional costs for labor or materials used to provide 
the service, provided that the price represents no more than 10% above the total cost to the 
contractor plus the markup customarily applied by the contractor for those goods and services in the 
usual course o f business immediately prior to the onset o f the state o f emergency.

Copyright 2008 State Net. All Rights Rcscr vcd.

NY A 2641 SPONSOR: Thiele (R)
T ITLE : Motor Fuel Prices
INTRODUCED : 01/17/2007
D ISPOSIT ION : Pending
LOCATION : Assembly Consumer Affairs and Protection Committee
SUMMARY:
Provides that prices o f motor fuels set pursuant to the practice o f zone pricing shall be 
deemed to be unconscionably excessive and such practice o f zone pricing shall be 
prohibited.



STATUS:
01/17/2007
01/17/2007

IN TRODUCED .
T o ASSEMBLY Committee on CONSUMER AFFAIRS AND 
PROTECTION .

2007 NY A 2641 
AUTHOR : Thiele 
VERSION: Introduced 
VERSION DATE: 01/17/2007

STATE OF NEW YORK 

2641

2007-2008 Regular Sessions 

IN  ASSEMBLY 

January 17, 2007

Introduced by M. o f A. TH IELE , M cKEV ITT — M u ’ti-Sponsorcd by — M. o f A. ALFANO -- read 
once and referred to the Committee on Consumer Ai.cirs and Protection

AN ACT to amend the general business law, in relation to declaring zone pricing for the sale ol 
motor fuels to be price gouging

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED IN SENATE AND 
ASSEMBLY, DO ENACT AS FOLLOWS:

Section 1. Section 396-r o f the general business law is amended by adding a new subdivision 2-a to 
read as follows:

2-A. PRICES SET PURSUANT TO T H E T  ACTICE OF ZONE PRICING. WHEREBY A 
WHOLESALE OR RETAIL D ISTR IBUTOR OF MOTOR FUELS SETS PRICES Q N T H E  
BASIS OF GEOGRAPHIC REGIONS SHALL BE DEEMFD T O PE UNCONSCIO NABLY 
EXCESSIVE AND SUCH PRA> -TICE OF ZONE PRICING SHALL BE PROHIBITED.

Section 2. This act shall take effect on the seventh day after it shall have become a law.

Copyright 2008 State Net. A ll Rights Rescr vcd.

NYS 1547 SAME AS: 
SPONSOR: 
T ITLE :
IN TRODUCED :
D ISPOSIT ION :
LOCATION :
SUMMARY:

NY A 425 
Fuschillo (R)
Price Gouging
01/22/2007
Pending
Assembly Consumer Affairs and Protection Committee

Increases the civil penalty authorized to be imposed by a court for price gouging of



consumers to an amount not to exceed twenty-five thousand dollars.
STATUS:
02/25/2008 Passed SENATE. **»**To ASSEMBLY.
02/25/2008 To ASSEMBLY Committee on CONSUMER AFFAIRS AND

PROTECTION.

2007 NY S 1547 
AUTHOR : Fuschillo 
VERSION: Introduced 
VERSION DATE: 01/22/2007

STATE OF NEW YORK 

1547

2007-2008 Regular Sessions 

IN SENATE 

January 22, 2007

Introduced bv Sens. FUSCHILLO, ALESI, BONACIC, DeFRANCISCO, FARLEY, GOLDEN, 
HANNON , JOHNSON, LA VALLE, LEI BELL, MALTESE, MARCELI.1NO, MORAHAN , 
PADAVAN, RATH, ROBACH, SALAND, SKELOS, TRUNZO , VOLKER, W INNER , YOUNG 
— read twice and ordered printed, and when printed to be committed to the Committee on 
Consumer Protection

AN ACT to amend the general business law, in relation to increasing the civil penalty for price- 
gouging o f consumers

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED IN SENATE AND 
ASSEMBLY, DO ENACT AS FOLLOWS:

Section 1. Subdivision 4 o f section 396-r o f the general business law. as amended by chapter 510 
o f the laws o f 1998, is amended to read as follows:

4. Where a violation o f this section is alleged to have occurred, the attorney general may apply in 
the name o f the People o f the State o f New York to the supreme court o f the State o f New York 
within the judicial district in which such violations are alleged to have occurred, on notice o f five 
days, for an order enjoining or restraining commission or continuance o f the alleged unlawful acts. In 
any such proceeding, the court shall impose a civil penalty in an amount not to exceed ten 
TWENTY-F IVE thousand dollars and, where appropriate, order restitution to aggrieved consumers.

Section 2. This act shall take effect immediately.

Copyright 2008 State Net. All Rights Rcser vcd.

N Y S 2347 SPONSOR: 
TITLE :

Schneiderman (D) 
Price Gouging



UP TO FIVE THOUSAND DOLLARS. IF THE COURT FINDS THE DEFENDANT 
W ILLFULLY OR KNOW INGLY V IO LATED THE PROVISIONS OF TH IS SECTION- THE 
COURT MAY AWARD REASONABLE ATTORNEYS' FEES TO A PREVAILING PLAINTIFF.

Section 2. This act shall take effect immediately.

Copyright 2008 State Net. All Rights Rescr vcd.

Efibcits (D)
Gasoline Price Gouging
06/19/2007
Pending
Senate Energy and Public Utilities Committee

O H SCR 13SPONSOR:
T ITLE :
INTRODUCED :
D ISPOSITION:
LOCATION :
SUMMARY:
Expresses support for the efforts o f the Congress o f the United States to enact 
legislation prohibiting gasoline price gouging against consumers and urges Congress to 
enact additional legislation that addresses price gouging by companies that produce 
crude oil, gasoline, natural gas, and all petroleum distillates.
STATUS:
06/20/2007 From SENATE Committee on REFERENCE: Recommended

referral.
06/20/2007 To SENATE Committee on ENERGY AND PUBLIC

UTILITIES .
PRIVATE FILE: EnergvDatabasc
Subject: Gasoline

07 OH SCR 13 
AUTHOR : Roberts 
VERSION: Introduced 
VERSION DATE: 06/10/2007

As Introduced

127th General Assembly
Regular Session S.C.R. No. 13

2007-2008
Senator Roberts

Cosponsors: Senators Schuring, Miller, D., Cafaro, Morano, Padgett, Mason, Wilson

A CONCURRENT RESOLU TION To express support for the efforts of the Congress of the 
United States to enact legislation prohibiting gasoline price gouging against consumers and to urge 
Congress i nact additional legislation that addresses price gouging by companies that produce 
crude oil, gasoline, natural gas, and all petroleum distillates.

BE IT RESOLVED BY THE SENATE OF THE STATE OF O H iO fTH E HOUSE OF 
REPRESENTATIVES CONCURRING):

WHEREAS, The price per barrel o f oil has steadily increased over the last several years yet the 
price per gallon o f gasoline has skyrocketed. As gasoline prices have soared, oil companies have made



WHEREAS, In May, 2007, the United States House o f Representatives passed a bill, the Fedetal 
Price Gouging Protection Act, that would make gasoline price gouging a federal offense. The bill 
would ban sellers o f gasoline from charging prices that are unconscionably excessive or take unfair 
advantage o f consumers; and

WHEREAS, Although the bill is a positive step toward controlling gasoline prices, additional 
legislation is needed. That legislation would address companies that produce crude oil, gasoline, 
natural gas, and all petroleum distillates and that price gouge consumers. It would need to specify 
that civil and criminal penalties would be assessed against oil companies that price gouge consumers 
and that have realized excess profits from the price gouging; now therefore be it

RESOLVED, That we, the members o f the 127th General Assembly o f the State o f Ohio, express 
support for the efforts o f the Congress o f the United States to enact legislation prohibiting gasoline 
price gouging against consumers and urge Congress to enact additional legislation that addresses price 
gouging by companies that produce crude oil, gasoline, natural gas, and ail petroleum distillates; and 
be it further

RESOLVED, That the Clerk o f the Senate send duly authenticated copies o f this resolution to the 
Speaker and the Clerk o f the United States House o f Representatives, to the President Pro Tempore 
and the Secretary o f the United States Senate, to the members o f the Ohio Congressional delegation, 
and to the news media o f Ohio.

Copyright 2008 State Net. All Rights Reser ved.

s o m e  o f  t h e  h i g h e s t  p r o f i t s  i n  h i s t o r y ;  a n d

OKS 1871 AUTHOR : Garrison (D)
TITLE: Price Gouging of Fuel
INTRODUCED : 02/04/2008
D ISPOSIT ION : Pending
LOCA TION: Senate Appropriations Committee
SUMMARY:
Relates to contracts; authorizes the Attorney General to investigate consumer 
complaints relating to price gouging of fuel; authorizes Attorney General to request 
funding; declares an emergency.
STATUS:
02/06/2008 To SENATE Committee on APPROPRIATIONS.

2007 O KS 1871 
AUTHOR : Garrison 
VERSION: Introduced 
VERSION DATE: 02/04/2008

STATE OF OKLAHOMA 

2nd Session o f the 51st Legislature (2008) 

SENATE BILL 1871

By: Garrison



AS INTRODUCED

An Act relating to contracts; authorizing the Attorney General to investigate consumer complaints 
relating to price gouging o f fuel; authorizing Attorney General to request funding; providing for 
codification; and declaring an emergency.

BE IT  ENACTED BY THE PEOPLE OF THE STATE OF OKLAHOMA :

SECTION 1. NEW LAW A new section o f law to be codified in the Oklahoma Statutes as 
Section 777.6 o f T itle 15, unless there is created a duplication in numbering, reads as follows:

A. The Attorney General o f this state is authorized to investigate consumer complaints alleging 
price gouging by producers and marketers o f petroleum fuel products. Such complaints may 
investigated at any time separately or in addition to complaints alleged pursuant to the provisions o f 
the Emergency Price Stabilization Act, Section 777.1 o f Title 15 of the Oklahoma Statutes, during 
an emergency declared by the Governor.

B. The Attorney General may request additional funding as necessary to be appropriated by the 
Legislature to implement the provisions o f this act.

SECTION 2. It being immediately necessary for the preservation o f the public peace, health and 
safety, an emergency is hereby declared to exist, by reason whereof this act shall take effect and be in 
full force from and after its passage and approval.

Copyright 2008 State Net. All Rights Rescr vcd.

V T MIR 20 AUTHOR : 
T C LE :

Obuchowski (D)
Retail Gasoline Prices
04/05/2007
Pending
House Transportation Committee

INTRODUCED :
D ISPOSIT ION :
LOCATION :
SUMMARY:
Urges the federal government to take immediate steps to lower retail gasoline prices. 
STATUS:

INTRODUCED .
To HOUSE Committee on TRANSPORTATION.
Energy Database

04/05/2007 
04/05/2007 
PRIVATE FILE:
Commentary:
Urges the federal government to take immediate steps to lower retail gasoline prices.

2007 VT HJR 20 
AU THOR: Obuchowski 
VERSION: Introduced 
VERSION DATE: 04/05/2007

J.R.H. 20

Rep. Obuchowski o f Rockingham offered a jo in t resolution, entitled



Joint resolution strongly urging the federal government to take immediate steps to lower retail 
gasoline prices;

Whereas, Vermont is a rural state w ith minimal public transportation, and thousands o f 
individuals must drive their cars to work daily, many for extended distances, and

Whereas, the state o f Vermont's economy is heavily reliant on automotive tourism and other 
recreation-related activities, including snowmobiling, which according to a 2002 Johnson College 
study, generates annually revenue o f $500,000,000.00 in the state, and

Whereas, farmers are dependent on gasoline to operate tractors, combines, trucks, and other 
absolutely essential equipment, w ithout which they could not perform their da1' chores and sustain 
their livelihood, and

Whereas, the federal Energy Information Administration announced on Match 26, 2007 that the 
nationwide average retail price o f regular unleaded gasoline stood ; 261.0 cents per gallon, and the 
comparable N w England figure was even higher at 261.2 cents per gallon, and

Whereas, the U.S. average price represented a 0.033-cent increase over the prior week, and

Whereas, the average nationwide price is now 0.112 cents higher than at this time in 2005, and

Whereas, in the Northeast, where ethanol is in short supply, the price o f gasoline is again starting 
to rise, and

Whereas, higher retail gasoline prices cause a financial hardship for a large percentage of 
Vermonters, and

Whereas, U.S. Secretary o f Energy Samuel Bodman has stated that the strategic petroleum reserve 
will not be opened except for an emergency that interrupts the supply, and the U.S. Energy 
Department docs not consider the current situation to be an emergency, and

Whereas, notwithstanding the secretary's comments, the steadily rising retail price o f gasoline 
constitutes an economic emergency o f the first order, demanding a decisive and immediate response 
on the same magnitude Americans would expect i f OPEC were to impose another embargo on all oil 
shipments to the United States as it did in the lSVOs, and

Whereas, while the nation's motorists are paying exorbitant prices for gasoline at the pump, 
compensation for oil company executives continues to rise, and

Whereas, ExxonMobil is now among the most profitable publicly traded companies in the United 
States, and

Whereas, the combination o f high prices and corporate profitability could indicate that the oil 
companies are engaging in price gouging, and

Whereas, a year ago U.S. Representative and now Senator Bernard Sanders and U.S. 
Representative Peter DcFazio o f Oregon wrote a jo in t letter to President George W. Bush requesting 
that the President "convene an emergency summit o f congressional leaders, oil industry executives 
and consumer advocates to address the soaring price o f gasoline," now therefore be it



That the General Assembly strongly urges the executive and legislative branches o f the federal 
government to take prudent but immediate steps, both on the economic domestic front and on the 
international diplomatic stage, that arc deemed most effective, including the convening o f an 
emergency energy price summit as Senator Sanders has requested, the initiation o f a federal 
investigation o f oil price gouging, the regulation o f the petroleum futures' market, the selling o f the 
crude oil set to be placed or already stored in the Strategic Petroleum Reserve, imposing temporary 
ricc controls on retail gasoline sales, and engaging in diplomatic bargaining with the nations and, in 
particular, OPEC, that set the price for crude oil at the wellhead, and be it further

Resolved: That the General Assembly urges the U.S. House Committee on Energy and Commerce 
and the U.S. Senate Committee on Energy and Natural Resources to investigate whether the major 
oil companies are engaging in any price gouging activity in the sale o f gasoline on the wholesale or 
retail level, and be it further

Resolved: That the secretary o f state be directed to send a copy o f this resolution to the President 
o f the United States, to U.S. Secretary o f Energy Samuel W. Bodman, to U.S. Speaker o f the House 
Nancy Pelosi, to U.S. Representatives John Bochner, John Dingell, and Joe Barton, to U.S. Senators 
Trent Lott, Harry Reid, Jeff Bingaman, and Pete Domenici, and to the members o f the Vermont 
Congressional Delegation.
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Resolved by the Senate and House of Representatives:

Moran (D)
Price Gouging
02/04/2008
Pending
House Commerce Committee

VT H 846 AUTHOR :
TITLE:
INTRODUCED:
DISPOSITION:
LOCAT ION :
SUMMARY:
Expands the petroleum price gouging prohibition to apply in situations, other th 
during market emergencies, i f  the price is grossly in excess o f the price at which similar 
product is sold.
STATUS:
02/05/2008 To HOUSE Committee on COMMERCE.

2007 VT H 846 
AUTHOR : Moran 
VERSION: Introduced 
VERSION DATE. 02/04/2008

H.846

Introduced by Representatives Moran o f Wardsboro, Consejo o f Sheldon, Fitzgerald o f St. Albans 
City, Klein o f East Montpelier, Martin o f Springfield, Masland ofThetford, Mrowicki o f Putney, 
Pearson o f Burlington, Pillsbury o f Brattleboro and Zenie o f Colchester

Referred to Committee on



Subject: Commerce; consumer fraud; price gouging

Statement o f purpose: This bill proposes to expand the petroleum price gouging prohibition to 
apply in situations, other than during market emergencies, i f  the price is grossly in excess o f the price 
at which similar product is sold.

AN ACT RELATING TO  PETROLEUM PRICE GOUG ING WHEN A MARKET 
EMERGENCY IS NO T IN  EFFECT

It is hereby enacted by the General Assembly o f the State o f Vermont:

Sec. 1. 9 V.S.A. Section 2461 d is amended to read:

Section 2461d. PRICE GOUG ING OF PETROLEUM PRODUCTS AN D HEAT ING FUEL 
PRODUCTS

(a) Definitions. For the purposes o f this section:

(1) A "market emergency" shall be declared by the governor. 1 he market emergency shall continue 
for 30 days or until terminated by the governor. The governor may extend the market emergency for 
additional 30-day periods. "Market emergency" means any abnormal disruption o f any market for 
petroleum products or heating fuel products, including any actual or threatened shortage in the 
supply o f petroleum products or heating fuel products or any actual or threatened increase in the 
price o f petroleum products or heating fuel products resulting Irom severe weather, convulsion o f 
nature, supply manipulation, failure or shortage o f electric power or other source o f energy, strike, 
civil disorder, act o f war, terrorist attack, national or local emergency, or other extraordinary adverse 
circumstances.

(2) "Petroleum or heating fuel product" means motor fuels, liquefied petroleum gas, fuel oil, 
kerosene, and wood pellets used for heating or cooking purposes.

(3) "Petroleum or heating fuel-related business" means any producer, supplier, wholesaler, 
distributor, or retail seller o f any petroleum or heating fuel product.

(b) It is an unfair and deceptive act and practice in commerce and a violation o f section 2453 o f 
this title for any petroleum or heating fuel-related business Jttrmg-a market emergency-or -seven thm  
prior thereto-to sell or offer to sell any petroleum product or heating fuel product for an amount mat 
represents an unconscionably high price.

(c) A price is unconscionably high if:

(1) the amount charged during fbe-a_markcr emergency or seven days prior thereto represents a 
gross disparity between the price of the petroleum product or heating fuel product charged by the 
petroleum or heating fuel related business j_and:

(A) the price at which the same product was sold or offered for sale by that business in the usual 
course o f business immediately prior to the date o f the declaration o f the market emergency; or

(B) the price at which the or smiilar petroleum product or heating fxi^l product is readily 
obtainable by the buyer ano ,.t ouyers in the trade area in which the petroleum- or heating-fuel-



related business markets the product; and

(2) the disparity is not substantially attributable to inc; eased prices charged by the petroleum 
product or heating fuel product suppliers or increased co ts due to a market emergency.

i d l A price is unconscionably high i f  i t is grossly in excess o f the P fk c at w h ich s im ila r product, is 
sold.

Copyright 2008 State Net. A ll Rights Reser ved.

WI A 200 AUTHO R: Schneider (D)
COAUTHOR(S): Carpenter (D). Tolcs (D)
TITLE: Fuel Price Gouging
IN TRO DUCED : 03/19/2007
DISPOSITION: Failed
LOCATION : ASSEMBLY
SUM MARY:
Relates to fuel price gouging and providing a penalty.
STATUS:
03/21/2008 Failed to pass pursuant to Senate Joint Resolution 1.
PRIVATE FILE: EncrgyDatabase
Subject: Gasoline

In bill text the following has special meaning 
underline denotes added ICES 
strttek out text denotes deleted text

2007 W l A 200 
AU TH O R: Schneider 
VERSION: Introduced 
VERSION DATE: 03/19/2007

2007 - 2008 LEGISIATURE

2007 ASSEMBLY BILL 200

March 19, 2007 - Introduced by Representatives SCHNEIDER  and TOl.ES, cosponsored by 
Senator CARPENTER. Referred to Committee on Judiciary and Ethics.

AN A< 1 ;o create 943.29 of the statutes; relating to: fuel price gouging and providing a penalty.

Analysis by the Legislative Reference Bureau

This bill prohibits a retail or wholesale seller of petrolcumbased fuel (such as gasoline, diesel fuel, 
propane, or liquefied petroleum gas) from increasing the fuel's price by more than the amount of any 
concurrent increase in the person's acquisition, production, distribution, or operating costs. A person 
who violates this prohibition may be fined not more than $25,000, sentenced to a term of 
imprisonment of not more than 12.5 years (which, if the sentence is for more rhan one year, includes 
a term of confinement and a term of extended supervision), or both.



Because this bill creates a new crime or revises a penalty for an existing crime, the Joint Review 
Committee on Criminal Penalties may be requested to prepare a report concerning the proposed 
penalty and the costs or savings that are likely to result if  the bill is enacted.

For further information sec the state and local fiscal estimate, which will be printed as an appendix 
to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do enact as follows:

SECTION 1. 943.29 of the statutes is created to read:

943.29 Fuel price gouging. (1) In this section, "fuel" means gasoline, diesel fuel, fuel oil, kerosene, 
propane, liquefied petroleum gas, or any other petroleumbased product that is used for hearing or 
providing power.

(2) Any person engaged in the business of selling fuel at retail or wholesale who intentionally 
increases the price of the fuel by an amount that exceeds any concurrent increase in any costs of 
acquisition, production, distribution, or operation that arc incurred by the person and that arc related 
to the fuel being sold is guilty of a Class F felony.

Copyright 2008 State Net. All Rights Reser ved.

W'V S 30 SPONSOR: White (D)
TITLE: Fuel Price Gouging
INTRODUCED: 01/09/2008
DISPOSITION: Failed - Adjourned
LOCATION: Senate Judiciary Committee
SUMMARY:
Authorizing Attorney General to investigate and charge certain fuel price gouging. 
STATUS:
01/09/2008 INTRO D UCED .
01/09/2008 To SENATE Committee on JUDICIARY.
PRIVATE FILE: EnergyDatabasc
Subject: Gasoline

2008 W V S 30 
AUTHOR: White 
VERSION: Introduced 
VERSION DATE: 01/09/2008

Senate Bill No. 30

(By Senators White and Hunter) 

[Introduced January 9, 2008; referred to the Committee on the Judiciary.)



A  BILL to amend and reenact Section 46A-6J-3 and Section 46A-6J-5 of the Code of West Virginia, 
1931, as amended, all relating to giving the office of the Attorney General the power to investigate 
and charge, at any time, home heating oil, gasoline or other motor fuel price gouging.

Be it enacted by the Legislature of West Virginia:

That Section 46A-6J-3 and Section 46A-6J-5 of the Code of West Virginia, 1931, as amended, be 
amended and reenacted, all to read as follows:

ARTICLE 6J. PRO TECTIO N  OF CONSUMERS FROM  PRICE G O U G IN G  AN D  UNFAIR  
PRICING PRACTICES DURING  A N D  SHORTLY AFTER A STATE OF EM ERGENCY.

Section 46A-6J-3. Prohibited unfair pricing practices.

(a) Upon the declaration of a state of emergency, and continuing for the existence of the rtate of 
emergency or for thirty days following the declaration, whichever period is longer, it is unlawful for 
any person, contractor, business or other entity to sell or offer to sell to any person in the area subject 
to the declaration any consumer food items, essential consumer items, goods used for emergency 
cleanup, emergency supplies, medical supplies, home heating oil, building materials, housing, 
transportation, freight and storage services or gasoline or other motor fuels for a price greater than ten 
percent above the price charged by that person for those goods or services on the tenth day 
immediately preceding the declaration of emergency, unless the increase in price was directly 
attributable to additional costs imposed on the seller by the supplier of the goods or directly 
attributable to additional costs for labor or materials used to provide the services. Provided, That-In 
those situations where the increase in price is attributable to additional costs imposed by the seller's 
supplier or additional costs of providing the good or service during the state of emergency, the price 
is no greater than ten percent above the total of the cost to the seller plus the markup customarily 
applied by the seller for that good or service in the usual course of business on the tenth day 
immediately preceding the declaration.

(b) LJpon the declaration of a state of emergency, and for a period of one hundred eighty days 
following that declaration, it is unlawful for any contractor to sell or offer to sell an) repair or 
reconstruction services or any services used in emergency cleanup in the area subject to the 
declaration for a price greater than ten percent above the price charged by that pet son for those 
services on the tenth day immediately preceding the declaration, unless the increase in price was 
directly attributable to additional costs imposed on it by the supplier of the goods or directly 
attributable to additional costs for labor or materials used to provide tb" services. Provided,-That In 
those situations where the increase in price is attributable to the additional costs imposed by the 
contractor’s supplier or additional costs of providing the serv ice, the price is no greater than ten 
percent above the total of the cost to the contractor plus the markup customarily applied by the 
contractor for that good or service in the usual course of business on the tenth day immediately 
preceding m-the declaration of the state of emergency.

(c) Any business offering an item for sale at a reduced price ten days immediately prior to the 
declaration of the state of emergency may use the price at which it usually sells the item to calculate 
the price pursuant to subsection (a) or (b) of this section.

(d) The price restrictions imposed by this article may be limited or terminated by proclamation of 
the Governor.

Section 46A-6J-5. Penalties, remedies and enforcement.



(a) A  violation of this article is an unfair or deceptive act or practice within the meaning of section 
one hundred two, article six of this chapter and is subject to the enforcement provisions and remedies 
provided by this chapter.

(b) Any person violating the provisions of this article is guilty of a misdemeanor and, upon 
conviction thereof, shall be fined not more than one thousand dollars, or confined the county-or 
regional in jail not more than one year, or both.

(c) The remedies and penalties provided by this article are cumulative, and do not prohibit any 
other remedy or punishment available under the laws of this state.

id) Notwithstanding any contrary provisions in this article, the Office of the Attorney General of 
this state shall investigate and charge at any time any person, contractor, business or other entity 
selling or offering to êll to any person home heating oil, gasoline or other motor fuels for a price 
unreasonably greater than ten percent above the prevailing market price,.A person, contractor, 
business or other entity in violation of this subsection (d) is subject to the penalties and remedies of 
this section. The Office of the Attorney General may petition any circuit court of this state for the 
issuance of a temporary restraining order or injunction or for any other remedy, as Jnay.be 
appropriate, to compel a person, contractor, business or other entity to comply with this subsection
(d). In the event the state substantially prevails in any action against a person, contractor, bus.incsi.Qr 
other entity for violation of a provision of this article, the state shall be awarded reasonable attorneys' 
ffes and c;osts incurred in such action, and the offending parry shall be liable for the atiprneysjfegS

NOTE: The purpose of this bill is to give the Office of the Attorney General the power to investigate 
and charge home heating oil, gasoline or other motor fuel price gouging, at any rime.

Copyright 2008 State Net. All Rights Reserved.

US S 357 SPONSOR: Fcinstcin (D)
COSPONSOR(S): Mencndez (U), Sanders (1), Akaka (D), Boxer (D), Collins (R),

Dodd (D), Cantwell (D), C ardin (D), Inouvc (D), Lautenbcrg
(D), Kcrr>’ (D), Leahy (D), Licberman (D), Snowc (R), Kcc.d
(D). Durbin (D), Nelson Bi (D)

TITLE: Passenger Automobile Fuel Economy and Safety
INTRO D UCED : 01/22/2007
DISPOSITION: Pending
LO CATIO N : SENATE
SUMMARY:
Improves passenger automobile fuel economy and safety; reduces greenhouse gas 
emissions; reduces dependence on foreign oil; relates to other purposes.
STATUS:

From SENATE Committee on CO M M ERCE , SCIENCE, 
AN D  TRANSPORTATION: Reported with an amendment 
in the nature of a substitute.
Reported in SENATE. Printed version.
In SENATE. Placed on SENATE Legislative Calendar.

04/07/2008

04/07/2008
04/07/2008

(Attached)



NOTE : The above summarizes state law and is the property o f the National Conference o f State Legislatures 
(NCSL) and is intended as a reference fo r state legislators and their staff. NCSL makes no warranty, expressed 
or implied, or assumes any legal liability or responsibility fo r third partys' use o f this information, or represents 
that its use by such third party would not infringe on privately owned rights.
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House SPECIAL CMTE ON ECONOMIC DEVELOPMENT Minutes

HOUSE SPECIAL COMMITTEE ON ECONOMIC DEVELOPMENT 
February 24, 1998 

2:10 p.m.

COMMITTEE CALENDAR

FUEL PRICES AND THE EFFECT ON THE ECONOMY 

TAPE(S)

58-1, SIDE(S) A S B 

CALL TO ORDER

Representative  Je r r y  Sanders, Chairman, convened the House Spec ia l 
Committee on Economic Development meeting a t 2:10 p.m.

PRESENT

Committee members present a t  the c a l l  to order were 
Representative  (s) Sanders, Ivan, Berkowitz, Hodgins and W il l iam s.  
Representative  Auaterman attended v ia  te leconference from Kodiak.

Also  a ttend ing :

Representative  Joe Ryan and Representative  Pete Kott.

SUMMARY OF INFORMATION

CHAIRMAN SANDERS thanked a l l  the represen ta t ives  present and gave 
a summary o f why he has c a l le d  the meeting. He s ta ted  tha t  gas 
pr ices in Alaska look to be 15 percent to 20 percent higher, w ith 
the pr ices  in  the Lower 48 running $.99 to $1.01 per ga l lon  and 
A la sk a 's  p r ices  at $1.15 to  $1.27. But when broken down, you have 
to look a t that Alaska does not have to pay f r e ig h t  on the crude, 
the re f in e r ie s  save roughly $.10 per ga l lon  r igh t  there. Alaska 
a lso  only has a fue l  tax o f $.08 per ga l lon  w h i le  C a l i fo r n ia  pays 
$.28 per g a l lon .  C a l i fo rn ia  has been s e l l i n g  th e ir  gas fo r  $.99 
per ga l lon , take the $.28 o f f  the top, th e ir  s e l l i n g  th e ir  gas for 
$.69 per ga l lon  wh ile  at a $1.27 per gallon  w ith  the tax o f f ,
Alaska is  s e l l i n g  for $1.19 per ga l lon . Th is  has an e f f e c t  on the 
economy o f  A laska. Why are these things true? There are some 
obvious reasons, low volume in Alaska, great d istances to transport 
the fue l and severe weather problems. However, government 
employees and organ izat ions l i k e  the Department of Transportation 
c i t e  the same reasons when they are questioned about cos ts .  They 
a l l  have the same problems. I t  i s  h is  b e l i e f  that th is  has a very 
s ig n i f i c a n t  e f f e c t  on the economic development o f Alaska. There is 
not a lo t  o f  records to go back and check on, but there are some 
nationwide records. Going back over the country the la s t  175 
years, one can see that for 150 years America has an economic rate 
of growth tha t  3.4 percent on an average. In 1973, when the OPEC 
(Organization o f  Petroleum Exporting Countries) nations t r i p l e d  the 
p r ice  of o i l ,  i t  dropped down, and for 25 years the economic growth 
ra te  has been o M y  2.3 percent. Now that sounds l i k e  a d i f fe ren ce
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of 1 percent po in t  but i t ' s  not. When you have a 3 percent growth 
ra te  and i t  drops 1 percen t, tha t  i s  a 50 percent drop. That i s  
what has happened w ith  the nation and su re ly  i t  i s  the same fo r  
Alaska. A slow economic growth ra te  caused by the p r ice  o f  fu e l  is  
the main cause for the p o l i t i c a l  and so c ia l  unrest that, faces 
A la skan 's  today. I t s  e f f e c t  can be f e l t  in  A laskan 's  personal 
se l f -e s teem  and A ia skan 's  frame o f reference as a s ta te .  I t  makes 
one look for scapegoats. I s  i t  ru ra l  people or i t  is  urban people 
to blame? Poss ib ly  governmental employees? Someone i s  to  blame 
and i t  i s  the slow growth t h a t ' s  i n h 'b i t i n g  the s t a t e 's  
development. Alaskan people appreciate  how much they gain  when 
crude prices  go up, but what happens when prices f a l l ?  Why do 
r e t a i l  pr ices go up three  days a f t e r  an increase, but i t  takes a 
year fo r  i t  to  come down when prices  f a l l ?  The next question is  
the hardest. What, i f  anything, can the le g is la tu re  do about i t  
to get pr ices down and the growth ra te  up? Chairman Sanders sa id  
he w i l l  c a l l  on people from the pu b l ic ,  but f i r s t  w i l l  l e t  any 
represen ta t ives  w ith  questions or comments speak f i r s t .

REPRESENTATIVE JOE RYAN s ta ted  that he had a copy o f  a report done 
in 1980, by Mr. Frank DeLong and another fe l lo w  whose name he has 
forgo tten . I t  was w r i t te n  for Senator Fahrenkamp's Resources 
Committee. Mr. DeLong res ides in  FairDanks and was the person who 
s ta r ted  the North Pole Re f inery  fo r  Earth Resources. He had i t  for 
a couple years and so ld  i t .  Mr. DeLong s ta tes  in  the report tha t  
there are a couple o f  the major re f in e rs  that s e l l  re f in ed  products 
in  Alaska and th e i r  p r ices  always seem to  be w i th in  reach of each 
other, w i th in  a penny or so. The report ta lked  about the r e f in e r y  
in North Pole being one o f the most p r o f i t a b le  in  the h is to r y  o f  
the o i l  business. They do get r o y a l ty  o i l  under a spec ia l  
agreement w ith  the s ta te  and tha t ,  supposedly, under the agreement 
the c i t i z e n s  o f Alaska would rece ive  lower petroleum p r ices .  They 
pay a degradation fee  o f  some $80 m i l l io n .  He has seen an a r t i c l e  
where there i s  a 20 percent degradation in  the o i l  that i s  taken 
out and then put back in .  The re f in e r  snould be paying $.12, but 
are on ly  paying about $.04 due to the 20 percent degradation. 
Fairbanks had a very  large economic development program a t the 
a irpor t  to br ing  fore ign  a i r  c a rr ie rs  in  because i t  is  250 to  300 
miles shorter on the great c i r c l e  route to the Far East than i t  is 
to Anchorage. I t  was a consortium of people who bought p re t t y  
cheap fue l  products in Singapore, poured them in to  Anchorage in the 
duty free  zone and lowered the p r iC ’ $.06 per ga l lon .  That ju s t  
took care of Fairbanks, they could i. it compete w ith  those p r ices .  
Representative  Ryan questioned how fue l could be shipped to 
Anchorage and so ld  cheaper than where i t  was re f ined . Due to the 
market, competit ion? He d i d n ' t  th ink that was i t .  He A lso  
questioned why pr ices  were always constant with Tesoro. Why is  
there no d i f fe ren ce  i f  there is  competit ion? With the trades they 
do, instead o f shipping petro up the Kenai Peninsula to  Fairbanks, 
they trade w ith  Tesoro s ta t ion s  then get a corresponding agreement 
from the lower areas to  save shipping cos ts .  The report l i s t e d  
some o f these things that the committee is  now questioning .

REPRESENTATIVE A'.J TERMAN s ta ted  tha t  he 13 in Kodiak and gasoline 
pr ices  are $1,529 fo r  regular, but one can go down to the p lant and 
buy gas for l i t t l e  cheaper, l i k e  $1.05 plu3 taxes on top o f that of 
$.314.

REPRESENTATIVE BILL WILLIAMS d id n ' t  f e e l  comfortable g e t t in g  in to  
a pos i t ion  o f  dealing  w ith  the p r iv a te  sector business, but would 
l i k e  to  hear from people in  the p u b l ic  sector.

REPRESENTATIVE MARK HODGINS agreed that i t  is  d i f f i c u l t  in  g e tt in g  
in vo lved  in the com petit ive  market. He s ta ted  that the House 
Spec ia l Committee on O i l  and Gas i s  looking in to  some of the
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sp i l la g e  and tanks tha t  le d  to the underground tank th ing .  That 
co3ts the indus try  a l o t  o f  d o l la r s  and i t  could or could not have 
something to  do w ith  the high p r ic e s .  I f  there  was ju s t  one 
business tha t  had high pr ices ,  there might be something to  look at 
but w ith  competit ion, i t  i s  d i f f i c u l t  t c  t r y  and come in to  mess 
w ith  the economic s i tu a t io n .  Prices have f a l l e n  in  Juneau since 
three years ago when Mapco came in .  The main axiom i s  th a t  when 
you 'r e  in  business, they owe i t  to  t h e i r  customers to  continue to 
o f f e r  t h e ir  se rv ices .  I t ' s  k ind o f th in  ic e  tha t  the committee is  
treading on, but he s t i l l  th inks  i t ' s  a good idea to  have meeting 
to  see i f  they can get them to  se l f -e xam ine  themselves.

CHAIRMAN SANDERS thanked the o ther represen ta t ives  and introduced 
the f i r s t  pub l ic  person to t e s t i f y .

DAVID REAUME, Economic Consu ltan t from Juneau, s ta ted  tha t  the 
information suggested tha t  there  i s  something worth in v e s t ig a t in g .  
Is  not the fa c t  p r ices  in A laska are g enera l ly  higher than 
elsewhere, or the Kodiak p r ices  are higher than Anchorage prices? 
Those d i f fe rences  can be exp la ined  by such th ings as weather. He 
sa id  he th inks i t  i s  in t e r e s t in g  the way p r ices  respond over time 
or f a i l  to  respond over time. He gave examples o f numbers he has 
taken between January and December o f  1997. The p r ic e  tha t  Mapco 
pa id  for crude o i l  f e l l  30 1/2 percen t and the p r ice  Tesoro paid 
fo r  crude f e l l  a l i t t l e  b i t  more than 38 percent. The two 
companies have d i f f e r e n t  con trac ts .  A t the same time, p r ices  at 
the pumps in Anchorage f e l l  l e s s  than 2 percent. I f  one expects to  
see a one for one t ra n s la t io n  o f  crude o i l  p r ices  changes in to  pump 
prices ,  tha t  would depend on the percent o f  the to ta l  operating 
costs and other fac tors  that crude o i l  took up. Mr Reaume passed 
out seme annual report statements he had go tten  o f f  the In terne t  
for Unica l,  Mapco and Tesoro. He addressed T esoro 's  and sa id  to 
i l l u s t r a t e  under the income statement for December 1996, and 
December 1995, these are the year ending statements. The costs of 
goods sold, l e t ' s  set a high percentage o f  something l i k e  8/9th, 
whatever trans la tes  in to  somewhere above 80 percent o f  the revenue 
is  the costs o f  goods so ld . The costs o f  goods so ld has in  i t  
o ther items other than s imply crude o i l ,  but he th inks i t ' s  safe to 
conclude from th is  that crude o i l ,  the a cqu is i t io n  p r ic e  u f crude, 
co ns t i tu te s  something in excess o f h a l f  the to ta l  costs fo r  these 
operations. I f  one was to  see a 40 percent reduction in  crude o i l  
and i f  that were trans la ted  co m p e t i t i v e  market to r e t a i l  pump, one 
could expect to see something l i k e  a 20 percent reduction a t the 
pump instead o f the 2 percent. There are some time elements 
invo lved .

REPRESENTATIVE ETHAN BERK0WIT2 sa id  t h a t 's  assuming there is  no 
other costs in the pr ice  o f  production .

MR. RE?JME s ta ted  that was c o rrec t .  ( In d ia c . ) no, th is  was 
suggestive , i t  d id  not prove anyth ing  but i t  wa3 suggestive .  I t  
d id  s ta te  the issue.

REPRESENTATIVE HODGINS poin ted out,  from memory, that Tesoio uses 
about 55 percent o f the barre l and gaso line  was 25 percent to 30 
percent o f  that so in the ba rre l  i t s e l f ,  they on ly  get. 55 percent 
out that they can a c tu a l l y  u t i l i z e .  The res t  was recedes that some 
o f the r e f in e r ie s  get to put back in to  the p ip e l in e .  Tesoro had to 
ship i t  out to get r id  o f i t  and i t  costs them $20 m i l l io n .  What 
struck him was tha t  i t ' s  not the por t ion  o f  the barre l  that goes 
for gasoline, i t ' s  l i k e  maybe 25 percent o f  the ba rre l ,  so even i f
there is  a 25 percent decrease, they  are looking a t a t  leas t  an 8
percent to  10 percent decrease tha t  should be for the cost o f  the
crude. I t  is  not a r a t io  o f  one to  one.
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MR. REAUME sa id  no and tha t  was what he t r i e d  to  po in t  out, tha t  
the percentage t ra n s la t ion  . t  the pump under a com pe ti t ive  market 
would be, i n  part ,  a funct ion  o f  the share o f  t o t a l  costs  th a t  the 
product i n  question took up. I f  there were no other changes, the 
costs o f  crude o i l  was 50 percent o f  the to t a l  cost producing a 
s la te  o f  products than one would expect something l i k e  one h a l f  the 
percentage reduction in  r e t a i l  p r ice  then one saw in  terms o f  the 
a cq u is i t io n  p r ice  o f  crude. So crude p r ices  dropping 38 percent, 
that implies something in  the order o f  15 percent to  20 percent 
reduction. With a l l  th ings equal in a com petit ive  market and 
sometime lags in vo lved ,  but th inks th a t  the issue whether or not 
there is  a problem there. I t  i s n ' t  s imply tha t  gas p r ices  are 
S I . 50 in Kodiak and a 51.20 in I.os Angeles tha t  d i r e c ts  a t ten t ion  
in the wrong d ir e c t io n .  We need to look at how pump pr ices  change 
when crude o i l  pr ices change and some other th ings .  For example, 
compare, i f  the data i s  a va i la b le ,  the way in  which average gas 
p r ices  charged by Tesoro and Mapco have changed in  the same January 
to December period. Mr. Reaunu. aid he th inks that the nature o f 
the problem is  b e t te r  focused drawn to  the way in  which r e t a i l  
p r ices  r e la t e  to changes in  crude o i l  p r ices  rather than simply 
enter area costs d i f f e r e n t i a l s .  The next poin t he made was
regardless o f  whether one i s  ta lk in g  about the r e t a i l  or the
wholesale l e v e l ,  there is  both ex ten s ive  empir ica l and th eo re t ic a l  
research in d ic a t in g  that p r ice  f i x in g  is  not on ly  poss ib le ,  but in 
fa c t  has gone on a r e l a t i v e l y  regular bas is  across the United 
S ta tes  fo r  a number o f  years. He gave the committee a copy o f  a 
journal a r t i c l e  from the Autumn 1956 Rand Journal o f  Economics by 
two authors. One is  Sevr in  Bor ins t ine  from the U n iv e r s i t y  o f  
C a l i fo r n ia  Berkley. He has done a f a i r  amount o f  work on the 
question o f  the re la t ion sh ip  between r e t a i l  petroleum prices and 
crude o i l  p r ices  and the issue o f  how one, i f  one were a p layer  in 
the market, would one go ab^ut p r ice  f i x in g  w ithout g e t t in g  caught. 
I f  one wanted to  contact someone who i s  not only capable of
ana lyz ing  but in  e f f e c t  up to speed, that would be the sort o f
person to contact. He gave the elephone number o f  Mr. Borinstine 
to the committee. Oi f  the papers passed out to  the committee 
was co -authored by Mr. Bor inst ine  t i t l e d ,  "Do Gasoline Prices 
Respond as Symmetrically to  Crude O i l  Prices Change." Mr. Reaume 
s ta ted  tha t  the mere fa c t  that somebody at the U n iv e r s i t y  of 
C a l i fo r n ia  has a research paper that asked that question suggests 
that somebody around here has been looking at some numbers that a 
le a s t  make a reasonable being want to  inqu ire  in to  i t .  The second 
a r t i c l e  was authored by Karen Brock, he was not an acquaintance o f 
hers, t i t l e d .  "The Behavior o f  R e ta i l  Gasoline Prices Symmetric 
or Not? " What that discusses when they are ta lk ing  about symmetry 
is the tendency for people ( in d is c . )  to  see and these can t e l l  you 
whether they have a c tu a l l y  recorded them. R e ta i l  prices going up 
when crude o i l  goes up is  r e l a t i v e l y  lock step  fashion and then 
f a l l i n g  to  ccme down. T h a t 's  the symmetry that they are re ferr ing  
to in  these two a r t i c l e s .  The th ird  a r t i c l e  Mr. Reaume passed out 
was from the GAO US Journal Accounting O f f ic e ,  i t s  "Energy Secu r i t y  
and P o l ic y :  Ana lys is  of the P r ic ing  o f Crude O i l  and Petroleum
Products ."  These three a r t i c l e s  are f a i r l y  readable and have other 
re fe rences .

REPRESENTATIVE BEPV0WI1Z said i t  seems to him that according to  the 
Rand Journal, there is  an assumption tha t  there is  a t a c i t  
co l lu s ion  as opposed to  a c t i v e  c o l lu s io n .  When dea ling  w ith a 
r e t a i l  market for gaso l ine . I t ' s  competit ive  as there are a lo t  o f 
p layers .  There is  a good knowledge base by everyone. How does one 
d is t in g u ish  between t a c i t  c o l lu s ion  and ju s t  competition?

MR. REAUME answered to d is t in g u ish  t a c i t  co l lu s ion  from a c t i v e  
co l lu s ion  and then competit ion from t a c i t  co l lu s ion .  " A c t i v e  
c o l lu s io n ” means one gets on the phone and ta lks  to the other guy
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and they p lo t ,  a memo changes hands. That, on occasion, has beea 
found. T a c i t  co l lu s ion  u su a l ly  i s  embodied in  what i s  c a l l e d  p r ice  
leader/p r ice  fo l low er  behavior where fo r  a time they  might have 
t r i e d  to  cut each others th roa ts .  They learned tha t  i t  makes sense 
fo r  them as business people to  simply l e t  one o f them se t  the to  ie 
w ith  respect to  ra is ing  and lowering p r ices  or changing the way 
they do business and th a t  q u a l i f i e s  as t a c i t  c o l lu s ion .  When firms 
are t a c i t l y  co l lud ing ,  they r e fra in  from tak ing  aggress ive  ac t ion  
on p r ice  and other marketing methods aga ins t one another. They, in  
e f f e c t ,  l e t  the lead f irm  d ic ta te  what i s  going on. That can break 
down but he has seen i t  on ly  once in  20 odd years here in  Alaska.
I t  happened once in  Juneau when Mapco came to  town, then i t  
appeared tha t  somebody had rees tab l ished  themselves as the p r ice  
leaders i f  that model i s  to be b e l ie ved .  I f  one i s  to  b e l i e v e  
t a c i t  co l lu s ion  is  going on in Juneau, what one might have seen was 
a period  o f  competit ion when Mapco f i r s t  came in  fo l low ed  by a 
renewed understanding th a t  i t  i s n ' t  the best way fo r  them to 
conduct business. Competit ion is  s imply one does what one thinks 
i s  best  fo r  th e ir  own business. I f  i t  means one th inks  i t ' s  best 
to match somebody e l s e 's  p r ice  to  keep from los ing  customers, which 
i t  u su a l ly  does, that a lso  means tha t  from tha t  poin t o f  v iew , i t  
i s  p r e t t y  d i f f i c u l t  to  determine i f  t a c i t  c o l lu s ion  or competit ion 
is  going on. I f  the committee b e l ie ve s  tha t  there is  a problem, 
then the a n t i - t r u s t  road i s  where they have to head. I f  they 
b e l i e v e  tha t  a company or group o f  companies is  behaving in  an 
a n t i -c o m p e t i t i v e  manner, there  are on ly  two avenues in  which to 
e s ta b l ish  a case. One is  s t a t i s t i c a l  and the other is  f in d ing  the 
smoking ou.i. Having someone come fo r th  and t e s t i f y  tha t  is  
c red ib le  or having memos, tapes o f  te lephone com ersa t ions ,  things 
of that nature. Based on Mr. Reaume's reading o f  h is to r y  on a n t i ­
t ru s t  cases, ones based on s t a t i s t i c a l  evidence are drawn out and 
f requen t ly  come to  no conclusion. That is  not a cost e f f e c t i v e  way 
to use p u b l ic  money unless there is  a large amount of money at 
stake. He c i t e d  the example o f  tobacco companies, the a n t i t r u s t  
cases a ya ins t  them were years in  the making and u n t i l  the "smoking 
gun" came forward in the forms of memos and testimony from L igge t* ,  
was g o i n  no where. He th inks that i f  the committee i s  looking to 
pursue l i t i g a t i o n ,  i t  has a long way to  go. He gave an idea that 
he thinks is  p r e t t y  s t ra ig h t  forward but i t  i s  not f u l l y  developed. 
They could consider making the p r ice  o f which companies pay for 
ro ya l ty  crude dependent upon t h r i r  r e t a i l  performance. He cou ld n 't  
g iv e  a formula, but sa id  i t  could in  e f f e c t  say i f  r e t a i l  p r ices  
d o n ' t  behave symmetrica lly  according to a formula f igured  out by 
the s ta te  and w r i t te n  in to  a contract tha t  has been signed, then 
there is  going tc be a trans fer  o f  funds in  e f f e c t ,  the p r ice  of 
ro ya l ty  crude would go up or v i s e  versa. I f  the problem is  that 
p r ices  tend to go up w ith  the p r ice  o f  crude but d o n ' t  tend to qo 
down qu ite  as ra p id ly  th is  is  an avenue the committee might want to  
s e r io u s ly  in v e s t ig a te .  He concluded tha t  the period o f 
in v e s t ig a t io n  has ju s t  begun and they might f in d  pr ices  to  be 
reasonable. He do esn 't  th ink  they are but would keep an open mind 
and asked i f  there were any questions from the committee members.

REPRESENTATIVE RYAN s ta ted  that he had comments regarding 
Representative  Hodgins' remarks. Tesoro does not have the luxury 
of r e in je c t in g  res idual fu e l .  ( In d isc . )  He checked the pr ices  of 
bunker fue l in the West Coast, i t  was about 513.

REPRESENTATIVE HODGINS questioned Mr. Reaume about s e l l i n g  ro ya l ty  
o i l  and t y in g  the p r ice  to r e t a i l  p r ices .  He d i d n ' t  know how i t  
would be a savings to the  consumer and d id n ' t  i t  seem more l i k e  a 
tax .

MR. REAUME answered tha t  suppose the company f a i l s  to perform, that 
the p r ice  o f  crude o i l  goes down and they  f a i l  to pass i t  through

Page 5 o f 10

http://www.legis.state.ak.us/basis/get_minutes_comm.asp?hse=H&session=20&comm=EC... 9/9/2008

http://www.legis.state.ak.us/basis/get_minutes_comm.asp?hse=H&session=20&comm=EC


Committee Minutes Page 6 o f 10

to  the consumer. The nature o f the  formula would be to  see that 
the break in  crude o i l  p r ices  is  passed on to the  consumer. I f  
they f a i l  to  pass i t  on to consumers a por t ion  o f  money i s  passed 
over to  the s ta te  treasury .  I t  d o esn 't  a f f e c t  the r e t a i l  p r ice  of 
crude immediately but i t  i s  passed over.

REPRESENTATIVE BERKOWITZ asked why the s ta te  should get in vo lved .

MR. README answered that the j u s t i f i c a t i o n  Representa t ive  Berkowitz 
was looking fo r  in  constructing  such a formula was an arguable 
po in t .  I t  would be a te s ta b le  hypothesis  that i f  i n s ta l l e d  he 
conjectured the re s u l t  would not be f a i lu r e  to perform/ the re su lt  
would be performance on the part o f  companies fo r  fear tha t  the 
other would perform and thereby crea te  a noncompetit ive s i tu a t io n  
for those tha t  were not performing. Fa i lu re  to  respond would lead 
to  the second part o f  th is .  Assuming r ig h t  now the*- there  is  a 
problem and there i s  s tructured a formula and both companies f a i l  
to perform. The companies would have a ce r ta in  amount in  pub l ic  
in t e r e s t  a d ve r t is in g .  They are concerned about the l e g i s l a t i v e  
body in v e s t ig a t in g ,  i t  could lead to d i f f e r e r t  ta x  laws, regu la tory  
changes. The f a i lu r e  to respond a t the r e t a i l  l e v e l  leads to  
p u b l i c i t y  in  the form o f  the pub l ic  knowing the company had to 
w r i te  a check back to the s ta te  because prices d id  not go down.
That vou ld  s t im u la te  p r ice  changes. There are r e a l l y  two ways in 
which a formula o f th is  so r t ,  i f  constructed proper ly ,  would impact 
the consumer in  a p o s i t i v e  way. One would be by one company t r y in g  
to  avoid  have to  pay back money and the other would be the negative  
p u b l i c i t y  tha t  would a r ise  i f  the company did have to pay back the 
money. He s ta ted  he could not go beyond th is  in  terms o f  the 
formula, he has not thought i t  a l l  the way through but th inks i t  is  
worthy o f  fu r ther  in v e s t ig a t io n .

AN UNKNOWN SPEAKER asked Mr. Reaume was h is  background in  r e t a i l  at 
a l l . Because what he described was i f  they punish the companies 
then they w i l l  drop th e ir  pr ices and be more com petit ive  but i f  
they d i d n ' t  punish them, then there was no competit ion.

REPRESENTATIVE BERKOWITZ sa id  he thought they would be com petit ive  
in  e i th e r  stance.

MR. REAUME answered that the discussion o f  the formula was on the 
assumption there was a f in d ing  of minimum t - c i t  co l lu s ion ,  i f  there 
is  no f in d in g  o f  tha t  then nothing need be done. He d id  not have 
a problem using the word punish.

REPRESENTATIVE BERKOWITZ was not ready to  jump to  a conclusion 
there was anything goinq on.

MR. REAUME sa id  he was not e i th e r  but was con jec turing .

REPRESENTATIVE BERKOWITZ asked i f  there was any information that 
Mr. Reaume knew o f that compared A la sk a 's  wholesale p r ices  w ith 
those o f the Lower '18. He saw through looking through the 
l.  formation r e t a i l  pr ices but no wholesale pr ices .

MR. FEAUME said that i t  is  poss ib le  to  get i t  but a subpoena might 
be needed in some cases. These p r ices  are not t y p i c a l l y  published 
and made r e a d i l y  a v a i la b le  t o  the general pub l ic .  He d id  not know 
o f any place he could get those numbers righ* away but knew o f 
where to get them in  p r in c ip a l  but i t  would take time. He went on 
to say tha t  there was a time that the a ttorney  g e n e ra l 's  o f f i c e  was 
looking in to  t h is  matter and the answers they got from the loca l 
s ta t ions  was the s ta t ions  were on ly  passing on the higher pr ices 
due to the high wholesale pr ice .  I f  one were to  f igure  out the 
d i f fe ren ces  between the p r ices  o f Southeast Alaska and S ea t t le ,
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being very generous w ith  tanker t r a v e l  costs ,  one could never get 
the wholesale p r ic e  d i f f e r e n t i a l  tha t they had come up w i th .  A t 
that po in t  in  time, i t  appeared that Chevron and Unica l were tak ing 
advantage o f  t h e i r  duopoly (ph.) in  Southeast Alaska and e xp lo i t in g  
i t .  The p r ices  in  Juneau as i t  was then and the p r ices  as they 
would have been under a r e a l l y  competit ive  market was probably 
eaten up by the wholesale markup. He d id  not have those numbers 
but the AG’ s o f f i c e  d id  and probably got them co op e ra t iv e ly ,  he was 
not sure i f  they had to  subpoena the companies.

CHAIRMAN SANPERS asked Mr. Reaume i f  he thought th a t  i f  they could 
get the t e l e v i s i o n  s ta t ions  to  g ive  out the p r ices  o f gas, showing 
where the lowest p r ices  were, i f  i t  would have any a f f e c t  on 
p r ices . He thought though g e t t in g  the s ta t ion s  to do i t  might 
prove d i f f i c u l t  due to  ad ve r t is in g  do l la r s .

MR. FEAUME answered tha t  the f i r s t  problem would be g e t t in g  them to  
do i t  and th a t  i t  could lower pr ices  for awhile , but a f t e r  a time 
there would not be a long run e f f e c t .  He wanted to  po in t  out 
something e lse  a lso  when he was ta lk ing  about d e v ia t io n  gas p r ices ,  
average gas p r ices  has dropped he conjectures, more or less  w ith  
the p r ice  o f crude. That s i tu a t io n  e x is ts  in  other f i e l d s .  He 
gave an example o f  trash  p ick  up in Juneau ten years ago.
Consumers were paying the l i o n ' s  share o f the p r o f i t  margin o f the 
company in s tead  o f the businesses, who dumped the most garbage. 
In d iv idu a l  consumers are not organized and, there fore ,  have a 
harder time g e t t in g  th ings changed, where as larger consumers would 
have less  o f  a problem. That is a general theme, anytime one 
cons t i tu te s  the la rges t  part o f  a business, they have more of a say- 
on pr ices .

REPRESENTATIVE RYAN gave a scenario and asked i f  i t  was reasonable. 
I f  the l e g is la tu r e  looked a t the contracts o f  Mapco and Tesoro and 
see i f  there is  advantage. Looking at the general o i l  business, 
re f in e r ie s  in p a r t ic u la r ,  they  are located near a large seaport 
because they rece ive  ocean shipments o f  o i l .  Fairbanks has a 
unique s i tu a t io n ,  the re f in e r y  is  allowed to  tap o f f  the 
TransAlaska p ip e l in e  and pay a degradation fee .  He doesn 't  
remember i f  there is  a transporta t ion  fee in vo lved .

MR. REAUME gave h is  understanding o f the degradation charge. That 
i t  is  based on the volume put back versus the volume taken out, 
t h a t 's  one fac to r  and the BTU value of what was put back versus 
what was taken out. There may be add it iona l fac tors  going in to  the 
composition o f what was taken out but he d i d n ' t  know. I t  is  the 
quan t i ty  and q u a l i t y  o f  what is  taken and that i s  f igu red  r igh t  a t 
the Fairbanks term inal. Transportation should not f igu re  in for 
the crude tha t  goes on down to the Valdez term inal. He would be 
surprised i f  i t  was. He th inks the issue is  the t o t a l  amount they 
exact and that they do to take out valuable  hydrocarbons at 
Fairbanks tha t  could otherwise be sold to the West Coast, Gu lf  o f  
Mexico.

REPRESENTATIVE RYAN asked i f  that fee make« up for the 
transporta t ion  from Fairbanks to Valdez. The fees are s -pposedly 
for the degradation o f  the o i l .  Someone has to pay i t .

MR. REAUME answered that the u lt im ate  buyer a t the end of the l in e  
pays for th a t .

REPRESENTATIVE RYAN asked is  that a concession.

MR. REAUME ai.swered yes.

REPRESENTATIVE RYAN sa id  i f  t h a t ' s  true and they have g iven certa in
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concessions and under the t a c i t  understanding he was reading about. 
Mr. Reaume in te rrup ted  and sa id  tha t  i t  r e a l l y  i s n ' t  a concession, 
i t  i s  a r e f l e c t i o n  tha t  when Mapco takes the o i l ,  i t  d o esn 't  have
to go a l l  the way. O i l  purchased in  the Gu lf  o f  Mexico is  going to
be higher due to  t ranspo r ta t ion  cos ts .  I t  is  a cost advantage for 
Mapco over having not to  transport i t  from Va ldez .

REPRESENTATIVE RYAN asked what does Tesoro get out o f  the market 
when they have to pay t ranspo r ta t ion  costs and they  are g e t t in g  a 
product tha t  i s  o f  less  va lue  due to  have Mapco pu tt ing  back in  the 
degraded o i l  res idue. I t  lowers the va lue  o f  the ro ya l t y  o i l  at 
the Valdez term ina l.  They are at a com petit ive  disadvantage to 
Mapco. How can they  s ta y  com petit ive  and s t i l l  make a p r o f i t .

MR. REAUME answered th a t  i t  is  cheaper to  ship re f ined  products 
than i t  i s  to  ship crude so Mapco has to  ship t h e ir  products to
Anchorage and tha t  o f f s e t s  some o f  the cos ts .  He sa id  i t  is  a good
po in t  Representa tive  Ryan was t r y in g  to make and he th inks i t  bears 
i n v e s t ig a t in g .  One has to  look a t the t o t a l  cost o f  a cq u is i t io n  c f  
crude and the q u a l i t y  o f  crude they are buying, what sort o f 
com petit ive  edge would Tesoro have over Mapco and v is e  versa in  a 
w e l l  de f ined  market. He d i d n ' t  have any answers and that i s  one of 
the th ings the committee needed to  look in to  to  before any f irm  
conclusions can be drawn.

CHAIRMAN SANDERS asked th a t  i f  t ransporta t ion  costs are h igher for 
Mapco to ship down to  Anchorage, why is  the p r ice  S .13 to $.15
lower in Anchorage than i t  is  in Fairbanks.

MR. REAUME sa id  that i s  one of the ouestions the committee w i l l  
need to send i t . ,  research people. I t  i s  going to take 
in v e s t ig a t in g  and w i l l  take time.

CHAIRMAN SANDERS thanked Mr. Reaume for h is  testimony and sa id  that
the next person to  t e s t i f y  would be someone who uses fue l fo r  his
business. The focus would be on d ie s e l  fu e l ,  which d r ives  the
economy.

ERROL CHAMPION, S i l v e r  Bay Logging, Southeast Alaska, t e s t i f i e d  
that the bus iness ' costs for fue l  was t h e i r  second largest expense 
next to  personnel cos ts .  He th inks that statement would hold true 
for any business which is  in natura l resource harves ting . They 
operate a l l  over the s ta te .  The ir  business uses a f l e e t  o f  
h e l icop te r  which la s t  year used 954,000 gallons o f fu e l .  The sma' 1 
f l e e t  of turbo planes used 67,000 ga l lons .  They have f i v e  tugs ar.d 
they haul t h e i r  own fue l  to the smaller loca t ions  because i t  cannot 
be d e l iv e red  any o ther way. The f i v e  tugs burned 1.550,000 m i l l io n  
gallons o f  fue l  in 1997. The t r a d i t io n a l  logging and construction 
s igh ts  that operate across the s ta te  burnt 4.680,000 ga l lons of 
fu e l .  To ta l  fue l  ',,257,000 in  1997, Wholesalers who bring i t  out 
by barge weekly d e l i v e r  the fue l in  Southeast. Montague Is land  
and Afognak Is land are supp lied  by the company's own tugs which 
take up to  250,000 ga l lons  loaded up in Anacortes Washington. They 
make f i v e  t r ip s  a year. The quick math on tha t  is  that they  spent 
7.2 m i l l io n  do l la rs  on fu e l  l a s t  year and a dime o f f  a ga l lon  is  a 
savings o f  three quarters o f a m i l l io n .  That amount o f savings 
g ies  to  the bottom l in e ,  a l low ing  the company to make other 
investments, improve t h e i r  operation, e tc .  The cost o f fu e l  is 
extremely s ig n i f i c a n t  to  the bus in ess 's  operation.

CHAIRMAN SANDERS sa id  he assumes they buy th e ir  fue l in Anacortes 
because i t  i s  cheaper than Alaska. Kenai is  c loser  and i f  i t  was 
cheaper, they would save money.

MR. CHAMPION sa id  i t  i s  approximately 40 percent cheaper in
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Anacortes than to purchase i t  in  Kenai. The company buys in  bulk 
co ns is ten t ly  and pays about $.80 a g a l lon .  They purchase i t  from 
Texaco or BP. There are three re f in e r ie s  and they are very  
competit ive  w ith  each other, Even i f  they f i l l e d  th e ir  tugs a t the 
S ea t t le  waterfron t ,  they  w i l l  pay less  than buying in  A laska. 
Ba llard WA the p r ice  i s  about $.90 per ga l lon .

CHAIRMAN SANDERS asked i f  the crude was from Alaska.

MR. CHAMPION rep l ie d  tha t  was correc t .

REPRESENTATIVE RYAN asked what was the cost o f  transport ing  the 
fue l back up to  Alaska.

MR. CHAMPION sa id  they f igured  i t  was about $.06 per g a l lon .  The 
fuel i s  from Alaska and they transport i t  back. They t r y  to have 
a back run o f  logs, whatever, so they d o n ' t  make an empty t r ip .

CHAIRMAN SANDERS asked what taxes were in vo lved .  They do have a 
water born f r e ig h t  and tax t a r i f f .

MR. CHAMPION sa id  that was included in the p r ice .  I t  does not 
include any federa l highway tax or sa les  tax .  But i t  would be the 
same here.

REPRESENTATIVE RYAN asked i f  they rece ived  a rebate on the Federal 
highway tax fo r  using a marine app l ica t ion .

MR. CHAMPION sa id  i f  they pa id  i t ,  they would get rebate but they 
avoided doing th a t ,  as i t  was a long time to  get the rebate checks. 
They t r y  and buy from a wholesale dealer who is  not le v ie d .  They 
don 't  run on federal highways, they are c o n s is te n t ly  in remote 
loca t ions .  They consume th e i r  fu e l  on o f f  road s i tu a t io n s .

CHAIRMAN SANDERS asked Representative  Austerman i f  th is  seemed to 
comport w ith information he had in Kodiak about d ie se l  p r ices . Are 
p r ices  less  outs ide .

REPRESENTATIVE ALAN AUSTERMAN said that was true. Small businesses 
buy o f f  the West Coast a lso .

MIKE PRINCE, Emmonak, Alaska, representing Lower Yukon School 
Board, gave testimony on gas p r ices  for the school board. They pay 
$ 2 . 3 0  per ga l lon  and they have a $ . 0 3  sales tax. They might d ip  in 
pr ice  a l i t t l e  b i t  in  summer but i t  i s  u sua l ly  $2.30. They use the 
gas for th e ir  snow machines. They use stove o i l  and i t  i s  $2.20 
per ga l lon . They bring i t  in by barge. He sa id  that h is  household 
uses about 110 a month on stove o i l ,  maybe more. Their house is  
p re t ty  w e l l  insu lator1. The f igures might be conservative .  He has 
a wood stove and uses 100 to 110 per month. Fuel use for machines 
is  broken down, that in  summer they use outboard motors and w inter 
for th e ir  snow machines.

REPRESENTATIVE RYAN asked what amount o f fue l  d id  the school use.

MR. CHAMPION said that they put i t  out to  b id .  They have 11 s ights  
and seems l i k e  bulk ra te  for heating fuel i s  about $1.73. They buy 
a lo t  o f  fue l and that p r ic e  might be a b i t  conserva tive .  They 
have on occasion trans ferred  fuel to  loca l e n t i t i e s  on an emergency 
bas i3. I t ' s  an emergency basis  on ly  as they are very t i g h t  on 
fue l .  The fue l is  d e l i v e r  as la te  o f  September, maybe October.
They are mandated by insurance companies to have the barges out o f  
the area by a cer ta in  time. He d id  not know where the d is t r ib u to rs  
got t h e ir  fu e l .
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ART HECKLa N, P i l o t  S ta t ion ,  runs the r e t a i l  s tore  in  P i l o t  S ta t ion .  
They r e t a i l  t h e i r  gas fo r  $2.60 per ga l lon .  They have a holding 
tank for approximately 50,000 ga l lons  for heating fue l and gas.
That inc ludes the $.04 per d o l la r  sa les  ta x .  Heating fue l  i s  $2.30 
per g a l lon .  His household use3 about 1,000 to  1,500 per year to 
h e i t  up h is  home. He uses d r if twood  to  supplement heating costs . 
The school has a holding tank o f ,  h is  guesses, 8,000 gallons for 
heating f u e l .  That covers the school and the l i v i n g  quarters for 
the teachers. The l i g h t  p lan t  has anywhere between 80,000 to  
110,000. The e l e c t r i c  company tacks on a charge fo r  55 gallons o f  
fue l to  each b i l l .  That i s  approximately $75 per month to  each 
b i l l .  He sa id  tha t  t h e i r  d i s t r ib u t o r  got t h e ir  fue l  from the West 
Coast. I t  was cheaper. The people run out o f  heating fu e l  around
spring. They cannot l i v e  a subsistence l i f e s t y l e ,  there are on ly  
40 permit holders for subsistence use. When the people run out of 
fu e l ,  they  have to r e l y  on neighbors. Everyone ra t ions t h e ir  gas. 
When people want to moose hunt, they  are l im i te d  to f i v e  to  s ix  
ga llons but they need much more to  hunt moose.

ADJOURNMENT

The meeting was adjourned a t  3:30 p.m.

COMMITTEE ACTION 

Committee took no ac t ion .

NOTE:

The meeting was recorded and handwritten log  notes were taken. A 
copy o f the tape and log notes may be obtained by contacting the 
douse Records O f f ic e  at 130 Seward S tr e e t ,  Su ite  211, Juneau,
Alaska 99801-1182, (907) 465-2214, and a f t e r  adjournment of the 
second session of the Twentie th  A laska S ta te  Leg is la tu re ,  in the 
L e g is la t i v e  Reference L ib rary .
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House SPECIAL CMTE ON ECONOMIC DEVELOPMENT Minutes

HOUSE SPECIAL COMMITTEE ON ECONOMIC DEVELOPMENT 
March 19, 1998 

5:10 p.m.

COMMITTEE CALENDAR

FUEL COSTS AND THE EFFECT ON THE ECONOMY 

TAPE(S )

98-2, SIDE(S) A 4 B 
98-3, S IDE(S ) A

CALL TO ORDER

Representa tive  Jerry  Sander-, Chairman, convened the House Specia l 
Committee on Economic Development meeting a t  5:10 p.m.

PRESENT

Committee members present a t  the c a l l  to order were Representatives 
Sanders, Ivan, Wil l iams, Kemplen, Hodgins, Berkowitz, C ro ft  and 
Austerman.

A lso  A t tend ing :

Representa t ive  V ic  Kohring and Senator Je r ry  Ward a lso  attended the 
meeting.

SUMMARY OF INFORMATION

Representa tive  Sanders introduced people standing by o n - l i n e  to 
t e s t i f y  v ia  te leconference . O n - l in e  was Anchorage, Fairbanks, 
Kenai, Gakona, Kodiak and G lenna llen . Representat ive  Sanders asked 
for t h e i r  testimony on the e f f e c t  of high fue l p r ices  in  th e ir  area 
o f the Alaskan economy.

FRANK DILLON, Executive  V ice  President, Alaska Trucking 
Assoc ia t ion , s ta ted  that the trucking in d u s t r y 's  l i f e b lo o d  is  
d ie s e l  fu e l .  His company has noticed tha t  the cost o f  d ie se l  fue l 
remains higher in  Alaska then outs ide o f  A laska. He a lso  s ta ted  
that tne added o u t - o f - s t a t e  fue l ta x  is  about .20 cents a ga l lon  
compared w i th  ihe Alaska fu e l  tax o f  .08 cents a ga l lon , you come 
up w ith  a fu e l  d i f f e r e n t i a l  of about 92 cents per ga l lon  outs ide  o f 
Alaska for s e l f  serve verses S I . 25 in  the s ta te .  He b e l ie v e s  that 
competit ion i s  an e f f e c t i v e  way fo r  the market to  respond to 
p r ic in g .  Anytime there i s  a reduction in  the p r ice  o f  fu e l ,  that 
reduction i s  passed on to  the consumer and everybody in  Alaska. I t  
d e f i n i t e l y  has a p o s i t i v e  e f f e c t  on the general q u a l i t y  o f  l i f e .
He is  pleased to see th is  commit..ee inqu ir ing  in to  t h is  matter.

LARRY KORDECKI once t r i e d  to  in s t i t u t e  a c lass  ac tion  s u i t  against 
Mapco and Tesoro regarding gaso l ine  and d ie s e l  fue l  p r ices .
Nothing came of i t .  S ince then, he had g iven  up on i t  u n t i l  
Representa tive  Sanders brought a t te n t io n  to  the issue. He s ta ted
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tha t he would have l i k e d  to  have had Representa t ive  Sanders around 
four years ago when the Governor or the le g is la tu r e  would not even 
ta lk  to  him about th is  issue . He doesn 't  f e e l  that the market w i l l  
take care o f  i t s e l f .  I t  i s  time fo r  the le g is la tu r e  to  r e a l l y  do 
something.

DANIEL J .  MAY, Polar Mining Company, d id  not a ttend  but submitted 
a l e t t e r  in to  pu b l ic  testimony. The l e t t e r  d ea lt  w ith  the large 
d i f fe rence  in  p r ices  of fue l  re f ined  in North Pole and a v a i la b le  to 
consumers there .  The same fue l ,  which is  a va i la b le  to consumers in 
Washington S ta te ,  i s  less  by 27 cents per g a l lon .  Mr. May b e l ie ves  
consumers in  Fairbanks are being gouged. L e g is la t i v e  A ss is tan t  
P a tr ic ia  Everson read the testimony which i s  on f i l e .

CHRIS BERN5, Commercial Fisherman, Kodiak, s ta ted  that he has a 
small f is h in g  vesse l  and h is  fue l costs are about 10 percent o f his 
boatload. Every th ing  that is  done in  the f is h in g  indus try  is  
dr iven by d ie s e l  -  the boats and the processing p lan ts .  A l l  th is  
adds up to  making an a lready strapped indus try  tha t  more burdened. 
He applauds the in v e s t ig a t io n  in to  t t r  s matter by the 
Representative  Sanders and the le g is la tu r e .

ALAN LEMASTER, Texaco Dealer, G lennallen , s ta ted  that he would be 
a va i la b le  to  answer questions or he lp  in any way.

RICH CLINE, Owner, C l ines  Tesoro, Anchorage, s ta ted  that he is  a 
r e t a i l e r  tha t  has been in  Alaska since 1964. He must maintain a 
c e r ta in  margin of markup to make a l i v i n g  and pay his expenses, 
such as tank insurance, taxes, and workmen's compensation and 
garage insurance. When he buys h is  fue l ,  there i s  an amount o f 
mark up tha t  he has to  have to pay h is  expenses. The p r ice  o f fue l 
at h is s ta t io n  today i s  S I . 11 a ga l lon .  At Mapco in Anchorage 
gasoline is  51.15 a ga l lon  on one s ide  o f  town and as high as 51.22
a ga l lon  on the other side o f  town. They seem to have a .07 to  .08
cent d i f fe r en ce  in pr ices  depending where they are located .

MR. LEMASTER star id that i t  costs him a quarter of a m i l l io n  
do l la rs  to repl ce on pump that has s ix  hoses. He is  a very small 
s ta t io n  in  i u . a l  A laska. He doesn 't  have the number of gallons 
pumping out o f his s ta t io n  per day that other s ta t ions  do in 
Anchorage or Fairbanks. Therefore, h is cost i s  much higher being 
that h is  volume is  so much less .  As a resu lt  o f  where he l i v e s ,  he
is  stuck w ith  ra is ing  h is  pr ices  more per ga l lon  than what you
would pay in Anchorage. I f  he dropped his pr ices  even a penny or 
so i t  would cost him to run the s ta t io n .

BILL JEFRESS, representing Gold Mining in  Fairbanks said h is  
company uses approximately 310,000 gallons of d ie se l  fue l  per 
month. He s ta ted  that o i l  prices are at a 10-year low but gold 
prices are a t  an 18-year low. He fe e ls  tha t  there is  p re fe ren t ia l  
charging. I t  seems that a lower p r ice  is  being charged to  the 
in te rn a t iona l  f r e ig h t  haulers ir. Anchorage for fuel that is 
a c tu a l l y  re f ined  16 miles from Fairbanks. Hia company would l ik e  
to buy l o c a l l y ,  but they are forced to  qo ou ts ide .

JFRRY MCCUNE, President, Cordova D is t r i c t  Fisherman United, s tated 
that fu e l  p r ices  for fisherman have been high. The lack of 
competit ion is  part o f  the problem in  some of the rural area3. We 
should f in d  a way to re f ine  some o f  our heating fue l here. Heating 
fue l costs  are a b ig  part o f  p e o p le 's  income in th is  s ta te ,  even 
more so i f  you l i v e  somewhere l i k e  Fairbanks. Every penny or two 
that i s  saved on fue l means thousands o f do l la rs  for communities, 
fishermen, processing p lan ts  and workers.

EDDY BURKE, Anchorage Resident, s ta ted  he was a Texaco dealer for
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four year? and a Chevron dea ler fo r  ten years . He has been out o f  
the gaso line  r e t a i l  business for one year. From h is  standpoint the 
environment has changed so much in  the l a s t  15 years or so. When 
he s ta r ted  h is  business in  1984, most gas s ta t io n s  were a l l  mom and 
pop owned, th ey  were your neighbors. I t  seems when Mapco came to  
town a l l  that seemed to  change -  some changes fo r  the good and some 
for the bad. The serv ice  s ta t io n  business has changed 
dram at ica l ly .  We have s ta t io n s ,  such as Chevron, owning th e ir  own 
f a c i l i t i e s  across the s ta te .  I t  i s  not the independent dealers 
that are ho ld ing  the p r o f i t s .  S ta t ion  owner p t o f i t s  have done 
nothing but decrease. We have o i l  companies g e t t in g  r id  o f  
independent mom and pop dea lers .  I t  seems three b ig  o i l  companies 
are c o n t ro l l in g  the whole market. He b e l ie ve s  Mapco d ic ta te s  the 
pr ices and the other s ta t ion s  fo l low  su i t .

RON KOVALIK, Fairbanks, sa id  he has been r e t i r e d  fo r  the la s t  
twenty years . He asked why on ly  one represen ta tive  in  a l l  th is  
time has brought t h is  issue up. I t  almost seems as i f  the a ttorney  
general i s  in  engaged in  s e le c t i v e  enforcement. Vou d o n 't  need 
co l lu s ion  to have p r ice  gouging; a l l  you need is  deaf and b l ind  
enforcement. The s ta te  ought to get a l i t t l e  t i g h t e r  about th e ir  
r o ya l ty  o i l  sa les  and t i e  i t  to  the 3ale p r ic e  o f  Alaska o i l  in  the 
Lower 48. Mr. Kova l ik  s ta ted  that he would l i k e  to  see some of 
these a n t i t r u s t  laws discussed. Th is  government appears to  be 
bought o f f .  Commissioner S h iv e ly  is  doing the b idding i f  the 
governor; he c a n ' t  make these decisions on h is  own.

MR. BURKE re ferred  to  a Los Angeles news a r t i c l e  s ta t in g  that San 
Diego has passed le g is l a t i o n  banning o i l  companies from owning 
s ta t io n s .  He thinks something along those l in es  should be dene 
here.

STEVE WORMINGTON, V ice  President, Tesoro, Anchorage, s ta r ted  h is  
testimony by s ta t in g  that he would l i k e  to  d isp e l  the concept that 
Tesoro is  making m i l l io n s .  He gave an example o f  a $300 m i l l io n  
investment th a t  on ly  p r o f i t e d  $700,000. He went on to  say that in 
1996, Tesoro d id  have an improvement o f $2 m i l l io n ,  2 percent 
pretax p r o f i t  and in  1997, we more than t r ip l e d  to  a 7 percent 
return on our investment, fo r  a t o t a l  o f  $20 m i l l i o n .  Tesoro is  
extremel” d o l l a r  l im i te d .  We curren t ly  have 170 branded locat ions 
in the s ta te  o f  Alaska and he would l ik e  to  s ta te  that those are 
not concentrated in the Anchorage area, as most o ther companies 
are. Tesoro i s  throughout the s ta te .  The m a jo r ity  are 35 
companies owned and operated locations that we se t  the p r ice  on.
The remainders of s ta t ions  are independent dea le rs .  He to ld  us of 
one of h is  dea lers ,  who works about 16 hours a day, 7 days a week, 
s ta ted I f  you look a t  h is  loca t ion ,  he is  not g e t t in g  r ich . 
B a s ica l ly ,  i t ' s  a tough business. I t ' s  p red ica ted  on what the 
dealer can s e l l  h is product for .  The ir  p r o f i t s  are based upon 
margin and how many gallons they s e l l .  The more ga l lons , the lower 
the margin. He s ta ted  that genera l ly  most dea lers are operating 
s ta t ions  that s e l l  w e l l  less  than 100,000 ga l lons  per month, 
compared to the average Mapco s ta t io n ,  per t h e ir  la s t  r port that 
I saw was 177,000 gallons per month. They are b a s i c a l l j  three 
times the s i z e .  He s ta ted  that i t  c»oes get to  the point where i t  
i s  extremely d i f f i c u l t  for an independent to  operate his s ta t io n  as 
e f f i c i e n t l y  as someone who i s  pumping three times as much gasoline 
as he i s .  He went on to s ta te  that he does b e l i e v e  that Mapco a 
c e r t a in l y  b u i l t  some very  n ice  loca t ions , they have put a lo t  o f  
do l la rs  back in to  the economy and I th ink tha t  i s  what the general 
pub lic  rs wanting. When asked about co l lu s ion  among o i l  companies, 
he s ta ted  tha t  he persona l ly  d i d n ' t  want to  wear a s tr ip ed  su i t ,  so 
he can assure us that there i s  no way he i s  ta lk in g  to anybody 
about c o l lu s io n  in o i l  p r ice s .  I t ' s  very c lear  what the impact o f  
that is  and I  don’ t qu i te  make enough money to j u s t i f y  wanting to
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do that to  myse lf .  He s ta ted  th a t  he had ju s t  come from the 
Department o f  Natura l Resources and sa id  we were looking a t  ta lk in g  
to them about our r o y a l t y  con trac t ,  which comes up next year. The 
pr ice  is  going to be the same as what i s  being o f fe red  to Mapco.
The problem i s  the q u a l i t y  i s n ' t  going to  be the same. When asked 
about pr ices  being so high when we are so c lose  to  the source, he 
responded th a t  he b e l ie v e s  having two r e f in e r ie s  in  the s ta te  for 
gasoline has lowered the o v e ra l l  cost t o  the Alaska consumer. He 
s ta ted  tha t  Tesoro supp lies  approximately 60 percent o f  the s t a t e 's  
gasoline requirements, bu t  o f  tha t ,  th a t  i s  h e a v i l y  weighted 
towards outs ide  the Anchorage area. When asked when w i l l  we, the 
c i t i z e n s  o f  Alaska, a c tu a l l y  see competit ion occur in the p r ice  o f 
gasoline and when w i l l  we see the b en e f i ts  o f the market p lace  at 
work, he rep l ie d ,  " I f  you h a ve n ' t  seen a drop in  gasoline  pr ices ,  
then you and I  are l i v i n g  in  d i f f e r e n t  p la c e s . "

REPRESENTATIVE ALLEN KEMPLEN asked i f  Tesoro made a f a i r l y  s iz ea b le  
p r o f i t  amount from the sa le  o f gasoline  here in  the s ta te .

MR. WORMINGTON answered tha t  i t  i s  c e r t a in l y  much more p ro f i t a b le  
then s e l l i n g  residue fu e l  in  Los Angeles.

CHAIRMAN SANDERS asked do you produce more gas than you can s e l l  in  
the s ta te .  Do you produce any home heating fu e l?

MR. WORMINGTON answered tha t  they  do to  a l im i t e d  degree. D iese l 
and home heating fue l are very s im i la r  products, so he would have 
a hard time t e l l i n g  us i f  someone was using i t  for home heating

o i l .

CHAIRMAN SANDERS asked i f  Tesorc s e l l s  any d ie s e l  or very much 
d ie se l  fue l  to Petro Marine or Delta Western.

MR. WORMINGTON answered tha t  Petro Marine was p re v iou s ly  purchased 
from Tesoro u n t i l  about 2 years ago. They s ta r ted  purchasing the 
ma jor ity  o f  th e ir  product from Mapco and they formed a deal in 
Southeast, where Petro Marine has b u i l t  a se rv ice  s ta t io n  where 
they make Petro Express. We have so ld large amounts o f  product to 
Delta Western. Delta  Western is  cu rren t ly  experiencing some 
f in anc ia l  d i f f i c u l t i e s  and we have not made sa les  to  them re c en t ly .

CHAIRMAN SANDERS asked i f  the Alaska pub l ic  would be b e t te r  served 
i f  you kept that gaso l ine  in  the s ta le  of Alaska and lowered your 
p r ice  and got a b igger share then the 60 percent that you cu rren t ly  

have.

MR. WORMINGTON answered tha t  the problem is  tha t  Tesoro makes more 
then the s ta te  o f  Alaska uses. So i t  r e a l l y  w on 't  make much 
d i f fe rence  what the p r ice  wa3. He s ta ted  he would have to say 
that he ha3 a good idea th a t  we w i l l  trade the gasoline  that we 're  
shipping outs ide the s ta te  for crude o i l  and l e t  the s ta te  s e l l  
that then. He s ta ted  th a t  he was being face t ious .  We would l ik e  
very much to  s e l l  our e n t i r e  product »n s ta te  and that is  whet ' e 
have s ta r ted  to press, we have s ta ted  tha t .

REPRESENTATIVE KEMPLEN Bta ted that when you have an excess supply, 
pr ices drop and demand pick3 up correspondingly and i f  your saying 
that you have excess supply o f gasoline, he would expect based upon 
economics, that the p r ice  would drop and so then demand would pick 
up. He asked why tha t  d i d n ' t  that work in  t h i s  case.

MR. WORMINGTON answered tha t  he think3 the po in t  e a r l i e r  that Mapco 
is  b a s i c a l l y  the leader o f  p r ic in g  and he won 't  t e l l  us that i t ' s  
a matter o f  co l lu s ion ,  but when we make a p r ice  move, pco is  
going to be moving to .  He fur ther s ta ted  tha t  i f  Tesoro drops

hUp://w\vw.legis.statc.ak.us/basis/get_minutes_comin.asp?hse=H&session=20&comm=EC... 9/9/2008



Committee Minutes Page 5 o f 6

CHAIRMAN SANDERS asked, "So you are t e l l i n g  me th is  whole me th is  
whole th ing  hinges on Mapco. I f  we can get a grip  on Mapco, 
every th ing  w i l l  come down?"

MR. WORMINGTON answered, No s i r ,  he was not saying th a t .  I t  hinges 
on the free  market p lace and th a t  he b e l ie v e  the p r ic e  of gaso line
does change over a per iod  o f  t ime. One item he would l i k e  to
mention here, and he apo log ized  that he f a i l e d  to mention e a r l i e r ,  
everyone wants to  ta lk  about the pr ice  o f crude and why we do n 't  
have an immediate drop in  the p r ice  o f  gasoline. As o f  the end o f 
February, Tesoro had 4.2 m i l l io n  barre ls  of crude and products in 
storage, now s ince  we have to  transport the crude to  the r e f in e r y  
by vesse l and the assoc ia te  i s  somewhat o f  an unstable means o f 
transport sometimes, we have about 1.5 m i l l io n  barre ls  o f  stored 
crude o i l .  T h a t 's  a months supply. He s ta ted  that Tesoro ’ s pr ices  
in  March, 1997, were S I . 35, they are now in  the S I . 15 range. He 
refereed co an a r t i c l e  from the American Petrc .eum I n s t i t u t e  that 
s ta ted  tha t  October, 1997, through e a r ly  March, 1998, the average 
p r ice  of gaso line  throughout the United Sta tes f e l l  from 1.254 a 
ga l lon  to  1.075 a ga l lo n .  We have a lag , now we could s i t  there 
and say the r e f in e r y  on the p ip e l in e  doesn 't  have a lag because 
they have no in ven to ry .  Of course, on the other s ide ,  w e ' l l  t e l l  
you when p r ices  co back up and he can assure us i t  i s  when, not i f ,
we w i l l  have lower cost crude in  our tanks then our competit ion do,
when Mapco does, so i t  w i l l  average out over a period of time.

CHAIRMAN SANDERS asked i f  they would keep the prices down for three 
months when i t  goes back up.

MR. WORMINGTON o f fe red  h 's  apology and stated that he wants to  be 
sure that we understand that he does not set the p r ic e  on the 
s t re e t  at any lo ca t ion  o ther then the ones that we own and operate.

MR. LEMASTER asked i f  he could throw another factor in to  the 
equation. I f  I 'm  a Tesoro dealer and I 'm  paying the d is t r ib u to r  51 
a ga l lon  and X mark my gas up 10 cents a ga l lon . Where as the cost 
o f  gasoline goes down considerab le , i t ' s  going to go down 20 cents. 
I 'm  s t i l l  making my 10 cents a ga l lon ,  but my p ro f i t  margin, my 
percentage of p r o f i t  to  my investment is  considerably g rea ter .  I f  
h is  price  goes from 51 to  51.50, and I s t ' l l  have to  charge my 10 
cents a ga l lon  to  be com petit ive ,  then my percentage o f p r o f i t  goes 
down.

AN UNIDE!TIFIED SPEAKER rep l ied ,  "Y o u 'r e  making the same number of 
do l lars  but you are r ig h t ,  your percentage of p r o f i t  i s  d i f f e r e n t . "

CHAIRMAN SANDERS s ta ted  that he thought that Mr. Wcrmington was 
going to be here for the meeting, so he prepared a b e a u t i fu l  chart 
for him, showing the p r ices  in  Anchorage, Juneau, Fairbanks and
C a l i f o r n ia .

REPRESENTATIVE VIC KOHRING s ta ted  that he is  it member o f  th is  
committee but would l i k e  to have a minute to o f fe r  some remarks. 
F i r s t  of a l l ,  he s ta ted  that he would l ik e  to  le t  Representative  
Sanders know tha t  he apprec ia tes  him scheduling th is  hearing and 
bringing fo r th  t h is  issue. He needs to  study th is  issue a l i t t l e  
more before He can come to any d e f i n i t i v e  conclusion, but what he 
did deduce from th is  i s  that h is  const ituen ts  are being gougeo 
However being the pure, free market pur is t  that he is ,  he r e a l l y  
doesn 't  th ink  th a t  government ought to  be d ic ta t in g  the process 
here. He s ta ted  he doesn 't  th ink  the government ought to be coming 
in and implementing laws, regu la tions , whatever, to contro l the 
free  market process out there and he r e a l l y  thinks that i t  3hould

prices 10 cents a gallon, that Mapco w ill drop i t  that much more.
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be run on a supply and demand ba s is .  He th inks perhaps there  i s  a 
ro^e th a t  the le g is la tu r e  c^n p la y .  I f  there  i s  a problem i t  i s  
the le g is la tu re s  duty to expose i t .

REPRESENTATIVE IVAN IVAN s ta ted  th a t  th is  has been a learn ing  
experience fo r  him. Gasoline in h is  community i s  about 52.30 a 
gallon and heating fu e l  i s  around $2 but he understands tha t  tha t  
might be part  o f  the shipping co3t. He would l i k e  to c a l l  on 
someone to e xp la in ,  the e f f e c t i v e  commissioners, whoever they are, 
that are in vo lved  in  the execu t ion  o f regu la t ions are s ta tu te s  that 
per ta in  to t h i s .  He c e r t a in l y  b e l ie v e s  in  the f re e  en terp r ise  
system and t h a t ' s  what makes the world go round. This c e r t a in l y  
has an impact on the cost o f  l i v i n g  where he comes from. He sa id  
he looks forward to more meetings. Hope fu l ly ,  something w i l l  come 
out o f th is .

REPRESENTATIVE KEMPLEN s ta ted  tha t  he is  c e r t a in l y  concerned by 
what he has heard at th is  meeting. He is  concerned tha t  Tesoro is 
not dropping pr ices  even though they  have extra  supply and Ron 
Kovalik  he made the statement th a t  Tesoro w i l l  charge what the 
market w i l l  bare. I t  seems to  him that there i s  something not 
qu ite  kosher. Government does have a leg i t im a te  r o l l  to  p lay  in 
enforcing the ru les o f  the market p lace . When we cut government 
budgets ju s t  fo r  the sake o f  c u t t in g  government budgets we are 
shooting ourselves in  the foo t  and were doing a d is s e r v ic e  to the 
c i t i z e n s  of A laska, because here i t  seems to  me i s  an example o f
why we have government, to enforce the rules of the game, so that
the c i t i z e n s  o f  Alaska get a f a i r  dea l.

CHAIRMAN SANDERS s ta ted  tha t  he would wind i t  up by saying tha t  his 
primary in t e r e s t  is  not in the p r ic e  of the crude today or the 
f lu c tua t ion  from la s t  week or the re la t ion sh ip  between crude ,n the 
la s t  month and the p r ice .  His question is  to the p r ice  o f  fu e l  in 
Alaska over the la s t  25 year3. When the re f in e r ie s  were b u i l ’' in  
Alaska and the  ro ya l ty  crude was so ld  to them, the idea was that 
th e ir  was to  be p r ice  b en e f i ts  to  the c i t i z e n s  o f  Alaska and I 
d o n 't  see where those b en e f i ts  are coming to  Alaska. Least o f  a l l  
where Representat ive  Ivan comes from. He questioned what he 
g e tt in g  out o f  his r o ya l ty  o i l  and what are h is  const i tuen ts
ge tt in g  out o f  th e ir  r o y a l t y  o i l .  He thinks t h a t 's  the question
here. We are going to  keep working on i t  and we w i l l  have the 
Adm in is tra t ion  in and at some po in t  we w i l l  have a l l  the o i l  
companies or re f in e r ie s  here. We w i l l  s i t  down and ta lk  to them, 
3omeone is going to exp la in  th is  to  us.

ADJOURNMENT

The meeting was adjourned at 7:10 p.m.

COMMITTEE ACTION

The committee took no ac t ion .

NOTE:

The meeting was recorded and handwritten log notes were taken. A 
copy o f the tape(a) and log notes may be obtained by con tact ing  the 
House Records O f f ic e  at 130 Seward S tree t ,  Su ite  211, Juneau,
Alaska 99601-1182, (907) 465-2214, and a f t e r  adjournment o f the 
second session of the Twentie th  Alaska S ta te  L eg is la tu re ,  in the 
L e g is la t i v e  Reference L ib rary .
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J o h n  H a r r i s  

S p e a k e r  o f  t h e  H o u s e

August 29, 2008

The Honorable Jay Ramras 
Chairman, House Judiciary Committee 
Alaska House o f Representatives 
State Capitol 
Juneau, Alaska 99$ 11

By this letter, I am requesting that you, as Chainnan o f the House Judiciary Committee, 
begin an investigation regarding the retail price of fuel in Alaska, specifically why 
reductions in price significantly trail reductions in price nationwide.

As we have seen in the very recent past, the price at the pump in Alaska, and nationwide, 
has risen dramatically as the price of crude oil has pushed above $140 per barrel. 
Currently, however, the price nationwide has dropped to an average of $3.68 per gallon 
as the price per barrel dropped to around $ 115, yet, the price in Alaska has remained at an 
average above $4.50. Obviously, purchasers o f home heating fuel suffer from this same 
market problem. Bush communities suffer even more.

This is intolerable for Alaskan consumers. The cost o f  living and commuting in our state 
is already prohibitive for many residents. The slow response of the market to dropping 
crude oil prices adds a layer of insult to that injury.

Please look into this, and prepare a report with solid recommendations for action the 
Legislature can take as soon as practicable.

Thank you. If  you have any questions about this request, please contact me through my 
office or on my cell phone.

Dear Re

Sincerely,

* Rep. John Harris 
Speaker o f the House

Big Delta • Chickaloon • Copper Center • Delta Junction • Eielson • Farm Loop •  Glenallen •  Paxson •  Salcha « Sheep Mountain • Sutton •  Tolsona • Valdez



A L A S K A  S T A T E  L E G I S L A T U R E  

H O U S E  J U D I C I A R Y  C O M M I T T E E

Representative Jay Ramras Committee Members:
Chairman Representative Nancy Dahlstrom,

(907) 465-3004 Vice-Chairman
Fax: (907) 465-2070 Representative John Coghill

.epresentative Jay Ramras@legis.state.ak.us \ j p s p Representative Bob Lynn
1292 Sadler Way, Suite 324 Representative Ralph Samuels

Fairbanks, AK  99701 Representative Max Gruenberg
(907)452-1088 Representative Lindsey Holmes

i

State Capitol, Room 120 
Juneau, Alaska 99801

SENT VIA EMAIL: steve.rush@holidavcomnanies.com

September 9, 2008
Steve Rush, J.D.
Counsel for Holiday Companies Retail Stores 

Re: House Judiciary Hearing

Dear Mr. Rush:

1 would like to invite you and/or a representative o f your organization to testify at a special 
House Judiciary Committee hearing on September 10, 2008 from 9:00 a.m. to 5:00 p.m., at 
the Legislative Information Office in Fairbanks 0292  Sadler Way, Suite308). 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.

1 look forward to your testimony, and to a productive hearing on September 10th. I 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.

Sincerely,

Representative Jay Ramras, Chair
House Judiciary Committee

mailto:Ramras@legis.state.ak.us
mailto:steve.rush@holidavcomnanies.com
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H O U S E  J U D I C I A R Y  C O M M I T T E E

Representative Jay Ramras 
Chairman 

(907) 465-3004 
Fax: (907) 465-2070 

epresentative_Jay_Ramras@legis.state.ak.us 
1292 Sadler Way, Suite 324 

Fairbanks, AK 99701

Representative Nancy Dahlstrom,

Representative Ralph Samuels 
Representative Max Gruenberg 
Representative Lindsey Holmes

Representative John Coghill
Representative Bob Lynn

Com m ittee Members:
Vice-Chairman

Septembei 2, 2008

Mr. Jeff Cook Via e-mail: jeff.cook@ fhr.com
Flint Hills Resources 
1100 H & H Lane 
North Pole, AK 99705

Re: House Judiciary Hearing

Dear Mr. Cook:

1 would like to invite you and/or a representative of your organization to testify at a 
special House Judiciary Committee hearing on September 10, 2008 from 9:00 a.m. to 
5:00 p.m., at the Legislative Information Office in Fairbanks (1292 Sadler Way, 
Suite308). The purpose o f this hearing is to discuss the market price o f fuel in Alaska.

At this meeting, we will address the price o f fuel at the pump as well as the price o f 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 o f Law as to the status o f their investigation.

1 look forward to your testimony, and to a productive hearing on September 10th. 1 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.

Sincerely,

Representative Jay Ramras, Chair
House Judiciary Committee

mailto:epresentative_Jay_Ramras@legis.state.ak.us
mailto:jeff.cook@fhr.com
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Representative Jay Ramras Committee Members:
Chairman Representative Nancy Dahlstrom,

(907) 465-3004 Vice-Chairman
Fax: (907) 465-2070 Representative John Coghill

epresentative Jay Ramras@legis.state.ak.us V ipJ* Representative Bob Lynn
1292 Sadler Way, Suite 324 Representative Ralph Samuels

Fairbanks, A K  99701 Representative Max Gruenberg 
Representative Lindsey Holmes

Mr. Doug Chapados 
Petro Star, Inc.
3900 C Street, Suite 802 
Anchorage, AK 99503

Re: House Judiciary Hearing

Dear Mr. Chapados:

I would like to invite you and/or a representative of your organization to testify at a special 
Hot.se Judiciary Committee hearing on September 10, 2008 from 9:00 a.m. to 5:00 p.m., at 
the Legislative Information Office in Fairbanks (1292 Sadler Way, Suite308). The purpose 
o f this hearing is to discuss the market price of fuel in Alaska.

At this meeting, we will address the price o f 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 o f Law as to the status o f their investigation.

I look forward to your testimony, and to a productive hearing on September 10th. I 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.

State Capitol, Room 120 
Juneau, Alaska 99801

September 2, 2008

Via e-mail: dlchapados@petrostar.com

8
Sincerely,

Representative Jay Ramras, Chair
House Judiciary Committee

mailto:Ramras@legis.state.ak.us
mailto:dlchapados@petrostar.com
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H O U S E  J U D I C I A R Y  C O M M I T T E E

Representative Jay Ramras 
Chairman 

(907) 465-3004 
Fax: (907) 465-2070 

.epresentative_Jay_Ramras@legis.state.ak.us 
1292 Sadler Way, Suite 324 

Fairbanks, AK  99701

Committee Members:
Representative Nancy Dahlstrom, 

Vice-Chairman 
Representative John Coghill 
Representative Bob Lynn 

Representative Ralph Samuels 
Representative Max Gruenberg 
Representative Lindsey Holmes

State Capitol, Room 120 
Juneau, Alaska 99801

September 2, 2008

Mr. Kip Knudson Via e-mail kknudson@tsocorp.com
Tesoro
2700 Gambell Street, Suite 500 
Anchorage, AK 99503

Re: House Judiciary Hearing

Dear Mr. Knudson:

I woul 1 like to invite you and/or a representative of your organization to testify at a special 
House Judiciary Committee hearing on September 10, 2008 from 9:00 a.m. to 5:00 p.m., at 
the Legislative Information Office in Fairbanks (1292 Sadler Way, Suite308). The purpose 
of this hearing is to discuss the market price of fuel in Alaska.

At this meeting, we will address the price o f 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 o f Law as to the status of their investigation.

1 look forward to your testimony, and to a productive hearing on September 10th. I 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.

Sincerely,

Representative Jay Ramras, Chair
House Judiciary Committee

mailto:epresentative_Jay_Ramras@legis.state.ak.us
mailto:kknudson@tsocorp.com
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Repiosentative Jay Ramras 
Chairman 

(907) 465-3004 
Tax: (907) 465-2070 

.epresentative_Jay_Ramras@legis.state.ak.us 
1292 Sadler Way, Suite 324 

Fairbanks, A K  99701

Committee Members:
Representative Nancy Dahlstrom, 

Vice-Chairman 
Representative John Coghill 
Representative Bob Lynn 

Representative Ralph Samuels 
Representative Max Gruenberg 
Representative Lindsey Holmes

Mr. Glenn Peterson 
Safeway, Inc.
6401 A. Street 
Anchorage, AK 99518

Re: House Judiciary Hearing

Dear Mr. Peterson:

I would like to invite you and/ora representative o f your organization to testify at a special 
House Judiciary Committee hearing on September 10, 2008 from 9:00 a.m. to 5:00 p.m., at 
the Legislative Information Office in Fairbanks (1292 Sadler Way, Suite308). 'I he purpose 
of this hearing is to discuss the market price o f fuel in Alaska.

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

We w'ill be taking testimony from refiners, distributors, and retailers, as well as testimony 
from the Department o f Law as to the status of their investigation.

I look forward to your testimony, and to a productive hearing on September 10th. I 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.

State Capitol, Room 120 
Juneau, Alaska 99801

September 2, 2008

Via c-mai! glenn.peterson2@safewav.com

Sincerely,

Representative Jay Ramras, Chair
House Judiciary Committee

mailto:epresentative_Jay_Ramras@legis.state.ak.us
mailto:glenn.peterson2@safewav.com
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Representative Jay Ramras Committee Members:
Chairman Representative Nancy Dahlstrom,

(907) 465-3004 Vice-Chairman
Fax: (907) 465-2070 Representative John Coghill

epresentative Jay Ramras@legis.state.ak.us Representative Bob Lynn
1292 Sadler Way, Suite 324 Rep tentative Ralph Samuels

Fairbanks, AK  99701 Representative Max Gnienberg
(907)452-1088 Representative Lindsey Holmes

State Capitol, Room 120 
Juneau, Alaska 99801

September 9, 20084, 2008

Representative Bob Roses 
716 W. 4th Ave., Ste. 660 
Anchorage, AK 99801-1182

Re: House Judiciary Hearing

Dear Representative Roses:

I would like to invite you to testify at a special House Judiciary Committee hearing on 
September 10, 2008 from 9:00 a m. to 5:00 p.m., at the Legislative Information Office in 
Fairbanks (1292 Sadler Way, Suite308). The purpose o f this hearing is to discuss the market 
price o f fuel in Alaska.

At this meeting, we will address the price o f fuel at the pump as well as the price o f 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 o f Law as to the status of their investigation.

I look forward to your testimony, and to a productive hearing on September 10th. I 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.

Sincerely,

Representative Jay Ramras, Chair
House Judiciary Committee

mailto:Ramras@legis.state.ak.us
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Representative Jay Ran /as 
Chairman 

(907) 465-3004 
Fax: (907) 465-2070 

epresentative_Jay_Ramras@legis.state.ak.us 
1292 Sadler Way, Suite 324 

Fairbanks, A K  99701 
(907) 452-1088

Representative Bob Roses 
716 W. 4th Ave., Ste. 660 
Anchorage, AK 99801-1182

Re: House Judiciary Hearing

Dear Representative Roses:

I would like to invite you to testily at a special House Judiciary Committee hearing on 
September 10. 2008 from 9:00 a.m. to 5:00 p.m., at the Legislative Information Office in 
Fairbanks (1292 Sadler Way, Suite308). The purpose o f 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 o f Law as to the status of their investigation.

I look forward to your testimony, and to a productive hearing on September 10th. I 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.

Sincerely,

State Capitol, Room 120 
Juneau, Alaska 99801

September 2, 2008

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, Chair
House Judiciary Committee

mailto:epresentative_Jay_Ramras@legis.state.ak.us
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Representative Jay Ramras 
Chairman 

(907)465-3004 
Fax: (907) 465-2070 

epresentative_Jay_Ramras@legis.state.ak.us 
1292 Sadler Way, Suite 324 

Fairbanks, AK  99701 
(907)452-1088

Committee Members:
Representative Nancy Dahlstrom, 

Vice-Chairman 
Representative John Coghill 
Representative Bob Lynn 

Representative Ralph Samuels 
Representative Max Gruenberg 
Representative Lindsey Holmes

State Capitol, Room 120 
Juneau, Alaska 99801

September 2, 2008

Mr. Ed Sniffen, Jr.
Senior Assistant Attorney General 
1031 W 4th Ave., Ste. 200 
Anchorage, AK 99501 -1994

Re: House Judiciary Hearing

Dear Mr. Sniffcn:

1 would like to invite you and/or a representative of your organization to testify at a special 
House Judiciary Committee hearing on September 10, 2008 from 9:00 a.m. to 5:00 p.m., at 
the Legislative Information Office in Fairbanks (1292 Sadler Way, Suite308). 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 o f 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.

I look forward to your testimony, and to a productive hearing on September 10th. 1 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.

Sincerely,

Representative Jay Ramras, Chair
House Judiciary Committee

mailto:epresentative_Jay_Ramras@legis.state.ak.us
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W YO M IN G

10/7/2008

REG. G A S  DAILYS ALL TAXES INCLUDED
D A T E

9/12/2008

9/16/2008

9/17/2008
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9/22/2008
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10/1/2008
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10/3/2008

10/6/200P
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Bold = Spike
R E G .  GAS D A I L Y S  A L L  T A X E S  I N C L U D E D  in price

I ■ • ■D A T E N A T IO N A L A L A S K A ID A H O —  . . M O N TA N A J U l

S O U T HD A K O T A W A SH IN G T O N W YO M IN G
9/12/2008 4 . 3 9 3 3 . 8 1 9 3 . 8 6 3 H i 3 . 6 6 8 3.814 3 . 7 4 7

9/16/2008 3 . 8 5 4 4.398 3 . 8 0 6 3 . 8 4 4 3.688 3.803 3 . 7 3 6

9/17/2006 3.855 4.399 3 . 7 9 6 3 8 3 7 '■',3:739 3 . 7 0 4 3.802 3 . 7 2 8

9/18/2008 3 . 8 3 5 4 . 3 8 9 3 .79 1 3 . 8 2 9 3.739 3 . 7 0 2 3.793 3 . 7 1 9

9/22/2008 3.739 4 . 2 9 7 3 . 7 3 8 3 . 7 0 5 3.648 3 . 6 0 8 3.736 3 . 6 6 9

9/23/2008 3 . 7 2 6 4.319 3 . 7 3 8 3 . 7 0 4 3.630 3 . 5 9 9 3.725 3 . 6 5 9

9/25/2008 3 . 7 0 0 4 . 3 0 0 3 7 1 8 3 . 6 8 9 3.624 3 . 5 9 3 3.711 3 . 6 4 2

9/29/2008 3 . 6 4 3 4 . 2 7 5 3 . 6 8 7 3 . 6 5 4 3.572 3 . 5 2 6 3.674 3 . 6 0 9

10/1/2008 3 . 6 1 9 4 . 2 3 5 3 . 6 7 0 3 6 1 2 3 . 5 8 0 3.533 3.660 3 . 5 9 4

10/2/2008 3 . 5 9 8 4.243

-------------

3 . 6 5 7 3 . 5 8 1 3.561 3 . 5 1 9 3.646 3  5 7 9

10/3/2008 3 . 5 7 6 4 . 2 3 0 3 6 3 7 3 . 5 5 3 3.535 3 . 5 0 5 3.633 3 . 5 5 6

10/6/2008 3 . 5 0 4 4 . 2 2 4 3 . 591 3 4 9 3 3.446 3 4 4 3 3.584 3 . 5 1 0

10/7/2008 3 . 4 8 0 4 . 1 5 8 3 .58 1 3 . 4 7 7 3.402 3 4 1 2 3.571 3 4 9 2

10/8/2008 3 . 4 4 7 4 . 1 5 6 3 . 5 5 9 3 4 4 6 3.378 3 . 3 7 6 3 . 5 5 6 3 4 6 0

10/9/2008 3 4 0 3 4.165 3 5 3 2 3 . 3 9 8 3.333 3 . 3 0 0 3.530 3 4 1 9

10/10/2008 3 . 3 5 0 4 . 1 0 7 3  5 0 0 3 . 3 3 4 3.242 3 . 2 2 4 3 4 9 6 3 3 7 3

10/13/2008 3 . 2 0 6 4 . 0 8 8 3 4 1 1 3 2 5 2 3.068 3 0 9 6 3 . 4 0 4 3 . 2 7 0

10/14/2008 3 . 1 6 3 4 071 3 . 4 0 0 3 2 0 3 3.013 3 06 1 3 . 3 7 6 3 2 4 8



R E G .  G A S D A I L Y S A L L  T A X E S I N C L U D E D

Bold = Spike  
in price

10/15/2008 3.125 4.066 3 380 3 179 ..•('•,3.004 301 7 3.347 3.238

10/16/2008 3.084 4.068 3.349 3.135 2.972 3.311 3.174

10/20/2008 2.923 3.887 3.244 2.985 2.832 3.130 3.045

10/21/2008 2.889 3.844 3.201 2.966 2.750; 2.779 3.095 3.012

m



R E G .  G A S  D A I L Y S  A L L  T A X E S  I N C L U D E D

10/15/2008 3.125 4.066 3.380 3.179

10/16/2008 3.084 4.068 3.349 3 135

10/20/2008 2.923 3.887 3.244 2.985

10/21/2008 2.839 3.844 3.201 2.966

B o l d  =  S p i k e  

i n  p r i c e
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price
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D I E S E L D A I L Y S A L L  T A X E S I N C L U D E D

Bold = S p i k e  i n  

p r i c e

10/15/2008 3.795 4.700 3.844 3.781 3:818 3.682 3.767 3.752

10/16/2008 3.764 4.668 3.816 3 746 3.650 3.731 3.706

10/20/2008 3.637 4.655 3.719 3 6 3 4 ...... 3  0 / 6 3.456 3.588 3.608

10/21/2008 3.619 4.655 3.697 3.588 -----------I-- -— 3.453 3.585 3 581

•  •



D I E S E L  D A I L Y S  A L L  T A X E S  I N C L U D E D

10/15/2008 3.795 4.700 3.844 3.781 -

10/16/2008 3.764 4.668 3.816 3.746
;-v .. ' . ' .-.. 

• r •. *

10/20/2008 3.637 4.655 3.719 3.634 .

10/21/2008 3.619 4.655 3.697 3.588 .if’ ' •

Bold = Spike in 
price

3.682 3.767 3.752

3.650 3.706

3.456 3-588 3.608

3.453 3.585 3.581



1 Month Average Retail Price Chart

Date (Month/Day)



Crude Oil 
$US/barrel
129.70 

123.63 

117.56 

111.49 

105.42 

99.35 

93.28 

87.21 

81.14 

75.07 

69.00

3 Month Average Retail Price Chart
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D i e s e l  V e h i c l e  F u e l  E c o n o m y  I m p r o v e m e n t
55% I 50% I 45% | 40% | 35% ! 3C% | 25% I 20% I 15% | 10%

R e ta il
G a s o l in e

D ie se l fu e l c a n  c o s t  th is  m u c h  m o re  th a n  g a s o l in e  a n d  s till  b r e a k  o v e n  w ith  g a s o l in e  fu e l c o s t

$2 .0 0 51 .1 0 $ 1 .0 0 $0 .9 0 $ 0 .8 0 $0.70 $ 0 .6 0 $ 0 .5 0 $0 .4 0 $0 .30 $ 0 .2 0
$ 2 .2 5 51.2 4 $1 .1 3 $1.01 $ 0 .9 0 $0.79 $0 .6 8 SO.56 $ 0 .4 5 $0.34 $ 0 .2 3
52 .5 0 $1 .3 8 $ 1 .2 5 $1.1 3 $1 .0 0 50.88 $0 .7 5 $0 .6 3 $0 .5 0 $ 0.38 5 0 .2 5
$2 .7 5 $1.51 51 .3 8 51 .24 5 1 .1 0 $0 96 $ 0 .8 3 $ 0 .6 9 $ 0 .5 5 $0.41 $ 0 .2 8
$ 3 .0 0 $ 1.65 5 1 .5 0 $ 1.35 51 .2 0 $ 1.05 $0 .9 0 SO.75 $0.60 $0.45 $ 0 .3 0
$ 3 .2 5 $1 .7 9 $1 .6 3 $1.4 6 $ 1 .3 0 SI .14 S 0.9 8 SO.81 $0 .6 5 $ 0.49 $ 0 .3 3
$ 3 .5 0 5 1 .93 $ 1 .7 5 $1.5 8 $ 1 .4 0 S1.23 5 1 .0 5 $0  88 $0 .7 0 $0 .5 2 $0 .3 5
$ 3 .7 5 $2.06 $1 .8 8 $1,69 $1 .5 0 $1.31 $ 1 .1 3 $0.9-1 $0 .7 5 $0.5 6 J .38
$ 4 .0 0 $ 2.20 $2 .0 0 51 .8 0 $1 .6 0 $ 1.40 $ 1 .2 0 $1 .0 0 $0.80 $0.60 $ 0 .4 0
$ 4 .2 5 $2.34 $2 .1 3 $1.91 $1 .7 0 $1 49 $1.28 $1 .0 6 $0.8 5 $0.64 $ 0 .4 3
$4 .5 0 $2 48 52 .2 5 $2 .03 5 1 .8 0 $1.58 $ 1 .3 5 S1 13 *0.9 0 $0.68 $ 0 .4 5
$ 4 .7 5 $2.61 $2 .3 8 52.14 $1 .9 0 $1 .66 $ 1 .4 3 $1 19 $0.95 SO.71 $ 0 .4 8
$ 5 .0 0 $2 .7 5 5 2 .5 0 $2 25 $ 2 .0 0 S1 75 $ 1 .5 0 $1 25 $ 1 .0 0 $0.75 $ 0 .5 0

E x a m p l e :
D ie s e l  c o s t  53 c e n t s  m o re  / g a llo n  th a n  r e g u la r  g r a d e  g a s o l in e  (Source CEC Weekly Tfansponaiion Fuels Trend 
4/10/08) (Diosol M 18/gal - regular gasoline S3 68/gal = diesel is 53 conls/gallon more Ilian gasolino)

A ssu m e  the d ie s e l  A cura g e ls  45%  higher fuel econ o m y  (actual 52% city 46% highway. 48% • ambinod)

U sing the a b o v e  lab le  an d  $ 3 ,5 0  for g a so lin e  and  4 5%  J ie s e l  im p ro v em ent you  g e t  $1 58  / gallon  b reak  e v en  price.

T h e  d ie s e l  A c u ra  s a v e s  $ 1 .0 5  / g a llo n  c o m p a r e d  to  th e  g a s o l in e  A c c u ra  SI 58 (fuel economy bonofil) - 0 53 (higher 
retail price) = $1.05 cents /gallon

F o r  m o r e  in f o r m a t io n ,  v i s i t  w w w . d i e s e l f o r u m . o r g

m

6

http://www.dieselforum.org


Fuel taxes

A n o t h e r  f a c t o r  in  d i e s e l  a n d  g a s o l i n e  c o s t s  a r e  m o t o r  f u e l  t a x e s  c o l l e c t e d  a t  t h e  
f e d e r a l ,  s t a t e  a n d  s o m e t i m e s  t h e  l o c a l  l e v e l s .  T h e  f e d e r a l  m o t o r  f u e l s  t a x  g o e s  t o w a r d  
t h e  h i g h w a y  t r u s t  f u n d ,  w h i c h  w a s  e s t a b l i s h e d  t o  r e p a i r  a n d  m a i n t a i n  t h e  n a t i o n ' s  
h i g h w a y  i n f r a s t r u c t u r e .  S t a t e  t a x e s  a r e  u s e d  f o r  a  v a r i e t y  o f  p u r p o s e s .

S i n c e  O c t o b e r  1 ,  1 9 9 7 ,  t h e  f e d e r a l  g o v e r n m e n t  h a s  i m p o s e d  a  2 4 . 4  c e n t s - p e r - g a l l o n  
t a x  o n  d i e s e l  f u e l  c o m p a r e d  t o  a n  1 8 . 4  c e n t s - p e r - g a l l o n  t a x  o n  g a s o l i n e .  E v e r y  s t a t e  
a l s o  l e v i e s  a  d i e s e l  t a x ,  t h e  a v e r a g e  o f  w h i c h  is  2 2  c e n t s  p e r  g a l l o n  ( r a n g i n g  f r o m  8  
c e n t s  in  A l a s k a  t o  3 2 . 9  c e n t s  in  W i s c o n s i n ) .  S o m e  s t a t e s  l e v y  t h e  s a m e  t a x  r a t e  o n  
g a s o l i n e  a n d  d i e s e l  f u e l ;  h o w e v e r ,  1 5  s t a t e s  c u r r e n t l y  t a x  d i e s e l  m o r e  t h a n  g a s o l i n e  
w i t h  o n l y  s i x  s t a t e s  i m p o s i n g  h i g h e r  g a s o l i n e  t a x e s .  M o r e  i n f o r m a t i o n  a b o u t  s t a t e  f u e l  
t a x e s  c a n  b e  f o u n d  h e r e .

F u t u r e  d i e s e l  f u e l  p r i c e s

All e n e r g y  p r i c e s  a r e  e x p e c t e d  t o  r e m a i n  h i g h  in t h e  n e a r  f u t u r e .  E l A ' s  S h o r t - T e r m  
E n e r g y  O u t l o o k  is  p r o j e c t i n g  t h a t  d i e s e l  f u e l  wi l l  c o n t i n u e  t o  s e l l  a t  a  h i g h e r  p r i c e  t h a n  
g a s o l i n e  t h r o u g h  t h e  2 0 0 8  s u m m e r ,  a l t h o u g h  t h e  p r i c e  d i f f e r e n t i a l  b e t w e e n  t h e  t w o  
f u e l s  is  e x p e c t e d  t o  n a r r o w .  R e t a i l  d i e s e l  f u e l  p r i c e s  in 2 0 0 8  a r e  p r o j e c t e d  t o  a v e r a g e  
$ 3 . 9 4  p e r  g a l l o n ,  a n d  t h e n  d r o p  t o  a n  a v e r a g e  o f  $ 3 . 6 7  p e r  g a l l o n  in  2 0 0 9 .

C o n t i n u i n g  o r  e x p a n d i n g  e c o n o m i c  g r o w t h  in  d e v e l o p i n g  c o u n t r i e s  l i k e  I n d i a  a n d
•  C h i n a  wi l l  a d d  p r e s s u r e  t o  c r u d e  o i l  a n d  f i n i s h e d  d i s t i l l a t e  p r o d u c t  p r i c e s .  H o w e v e r ,  

t h e r e  a r e  s e v e r a l  k e y  U . S .  p o l i c y  i n f l u e n c e s  a n d  m a r k e t  d e v e l o p m e n t s  t h a t  c o u l d  
r e d u c e  t h e  d e m a n d  f o r  c r u d e  oil  a n d  p e t r o l e u m  p r o d u c t s  in  t h e  U . S .  -  p a r t i c u l a r l y  
g a s o l i n e .

• Oil  c o m p a n i e s  a r e  r e s p o n d i n g  t o  t h e  i n c r e a s i n g  d e m a n d  f o r  d i e s e l  f u e l  t h r o u g h  
n e w  r e f i n i n g  c a p a c i t y  a n d  s h i f t s  in p r o d u c t i o n . 1 S e v e n  s e p a r a t e  r e f i n e r y

1 M a r a t h o n  P e t r o l e u m  an n ou n c ed  in 2 0 0 7  an e xp an s io n  o f  its G a ryv i l le  (LA) r e f in e ry  to  in c re a s e  p roduc t ion  by  J 8 0 . 0 0 0  
b a r r e ls /d a y  o r  1 .2  b i l lion g a l lo n s  o f  d is t i l la te  p roduc t s  annu a l ly .

S h e l l  O i l  P r o d u c t s  U S  a n n ou n c ed  an  e xp an s io n  o f  its P o rt  A r thu r  (TX) r e f in e ry  tha t  will m a k e  it a b le  to r e f in e  6 0 0 , 0 0 0  
b a r r e ls /d a y ,  an d  m a k e  it the  l a rg e s t  US re f ine ry .  It c u r ren t ly  p ro d uc e s  5 2 , 0 0 0  b/d o f  d is t i l la te  p roduc ts .

V a l e r o  p la n s  to sp e n d  $ 3 . 8  bil lion th rough  2 0 1 1  to  in c re a s e  d ie se l  p roduc t ion  a t  two o f  its 17  re f ine r ies , t h e  on e s  in Port 
A r thu r  an d  St. C ha r le s ,  La. The in v e s tm en t  will y ie ld  an add i t iona l  1 0 3 , 0 0 0  b a r r e ls  p e r  d ay  o f  u lt ra - low  su l fu r  d iese l  
c om ing  on l in e  in 2 0 1 0 .

N u S t a r  E n e r g y  L P  is con s id e r in g  add ing  m o r e  than  $ 3 0 0  m i l l ion  in d ie se l -m ak in g  e q u ipm en t  at on e  o f  two U.S . a sp h a l t  
r e f in e r ie s  it a c q u i r ed  r e c en t ly  f r om  V en e zu e la .  It's m ak ing  th e  d ie se l  in v e s tm en t  in the  o n e  o n  the  D e law a re  R iver . New 
d ie se l  p rod uc t io n  t h e r e  c ou ld  s ta r t  in 2 0 1 1 .

T e s o r o  C o r p .  is sw itch ing  s om e  g a so l in e  p roduc t ion  to  d iese l  w i thou t m ak ing  an y  la rg e  e q u ipm en t  in ve s tm en ts .  E xecu t ives  
a t  S an  A n to n io -b a s e d  T e s o ro  d ec l in ed  to sa y  how  m uch  m o r e  d ie se l  is be ing  p roduced , but the  Los Ange le s  re f in e ry  
a l r e a d y  h a s  sh i f ted  p roduc t ion  to  m a k e  7 , 0 0 0  to  9 , 0 0 0  add i t iona l  b a r r e ls  o f  d is t i l la tes , inc lud ing d iese l , p e r  day .

S a u d i  A r a m c o  a n d  T o t a l  a n n ou n c ed  May 15 , p lan s  to  build a 4 0 0 , 0 0 0  b a r r e ls  p e r  d a y  r e f in e ry  in, Jubail, Saud i Arabia 
fo c u s e d  m a in ly  o n  u l t ra low  su l fu r  d is t i l la tes , beg inn ing  o p e ra t io n s  en d  o f  2 0 1 2 .

S a u d i  A r a m c o  a n d  C o n n o c o P h i l l l p s  a n n ou n c ed  May 2 0 0 8 .  a 4 0 0 , 0 0 0  b a r re l  p e r  d a y  e x p o r t  r e f in e ry  in Yanbu , Saud i 
A rab ia . That will p ro d u c e  u lt ra - low  su l fu r  r e f in ed  p roduc ts .  I h is r e f in e r y  will be  on l ine  by 2 0 1 3 .
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