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R E P R E S E N T A T I V E  G R U E N B E R G  n o t e d  t h a t  t h e  c o m m i t t e e  i s  q u e s t i o n i n g  
w h e t h e r  t h e  i n c r e a s e  i n  g a s o l i n e  p r i c e  i s  d u e  t o  t h o s e  i n  t h e  
p e t r o l e u m  i n d u s t r y  o r  d u e  t o  t h o s e  i n  t h e  t r a n s p o r t a t i o n  
i n d u s t r y .

M R .  W E S T  s a i d :

T h e  f a c t  t h a t  w e  ' > r e  a b l e  t o  s h i p  g a s  f r o m  t h e  . . . 
s t a t e  o f  W a s h i n g t o n  e c o n o m i c a l l y  p o i n t s  t o  t h e  f a c t  
t h a t  t h e  . . .  r e f i n e r ' s  p r i c e  i n  A l a s k a  i s  r e l a t i v e l y  
h i g h  W e r e  t h a t  n o t  t h e  c a s e ,  I  t h i n k  i t ' s  o b v i o u s  
t h a t  w e  c o u l d  s h i p  t h e  p r o d u c t  f r o m  A l a s k a ,
e c o n o m c a  1 l y , r a t h e r  t h a n  h a v i n g  t o  g o  t o  S e a t t l e  t o
g e t  i t .  W h i c h  d o e s n ' t  n e c e s s a r i l y  m e a n  t h a t  . . .  
t r a n s p o r t a t i o n  c o s t  i s  s o l e l y  t o  b l a m e  f o r  h i g h e r
p r i c e s  i n  A l a s k a ;  w e  t h i n k  a l s o  t h a t  l i m i t e d  r e f i n i n g  
c a p a c i t y  t h e r e  i s  p a r t  o f  t h e  p r o b l e m .

C H A I R  R A M R AS  p o n d e r e d  w h e t h e r  r e f i n e r s  i n  A l a s k a  s e t  t h e i r  
p r i c e s  b a s e d  o n  w h a t  i t  w o u l d  c o s t  a n  o u t s i d e  r e f i n e r  t o  s h i p  
p e t r o l e u m  p r o d u c t s  t o  A l a s k a  f r o m  t h e  L o w e r  4 8 .

MR .  W E S T  s a i d  t h a t  f r o m  a n  e c o n o m i c  s t a n d p o i n t ,  i t ' s  h a r d  t o
i m a g i n e  h o w  t h e  w h o l e s a l e  p r i c e  i n  S e a t t l e  a n d  t h e  c o s t  o f  
s h . p p i n g  w o u l d n ' t ,  t o  s o m e  e x t e n t ,  i n f l u e n c e  a n d  p e r h a p s
d i s c i p l i n e  t h e  p r i c e  t h a t  r e f i n e r i e s  i n  A l a s k a  a r e  c h a r j i n g .

pp;

CH i  R  R A M R A S  a s k e d  h o w  S a f e w a y  v i e w s  t s  g a s o l i n e  s a l « - . i .

M S .  WOOD i n d i c a t e d  t h a t  b e c a u s e  S a f e w a y  i s  p r i m a r :  y  ' n  t h e  
b u s i n e s s  o f  s e l l i n g  g r o c e r i e s ,  i t  v i e w s  i t s  g a s o l i n e  s a l e ;  a s  a  
c u s t o m e r  c o n v e n i e n c e .  P a r t i c u l a i l y  a s  g a s o l i n e  p r i c e s  e s c a l a t e ,  
s e l l i n g  g a s o l i n e  a t  l o w e r  p r i c e s  p r o v i d e s  S a f e w a y ' s  c u ;  c o m e r s  
w i t h  a n o t h e r  f o r m  o f  a  r e w a r d  f o r  s h o p p i n g  t h e r e ,  a n d  S a f e w a y  
h a s  f o u n d  t h a t  p r o v i d i n g  d i s c o u n t s  f o i  g a s o l i n e  i s  v i e w e d  b y  i t s  
c u s t o m e r s  a s  a  m o r e  m e a n i n g f u l  r e w a . d  t h a n  p r o v i d i n g  d i s c o u n t s  
f o r  g r o c e r ’/  i t e m s .

M R .  W E S T  . d d e d ,  t h o u g h ,  t h a t  S a f e w a y  s t i l l  e x p e c t s  i t s  f u e l  
d e p a r t m e n t  t o  s h o w  a  p r o f i t  a t  t h e  e n d  o f  t h e  y e a r  a n d  c e r t a i n l y  
n o t  t o  l o s e  m o n e y .

C H A I R  R A M R AS  s u r m i s e d  t h a t  t h e  a s s u m p t i o n  o f  S a f e w a y ' s  c u s t o m e r s  
i s  t h a t  S a f e w a y ' s  p o s t e d  r e t a i l  g a s o l i n e  p i  i c e s  b e f o r e  a n y
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r e w a r d  d i s c o u n t s  a r e  a p p l i e d  -  r e a l l y  a r e  c o m p a r a b l e s  w i t h  t h o s e  
o f  n e a r b y  c o m p e t i t o r s .

M S .  WOOD ,  i n  r e s p o n s e  t o  c o m m e n t s  a n d  q u e s t i o n s ,  r e l a y e d  t h a t  
S a f e w a y ' s  d i v i s i o n s  a r e  l o o k e d  a t  a s  a  w h o l e ,  a n d  t h a t  S a f e w a y ' s  
c o s t s  a r e  r e f l e c t e d  i n  i t s  r e t a i l  p r i c e s .

M R .  W E S T ,  i n  r e s p o n s e  t o  c o m m e n t s  a n d  q u e s t i o n s  r e g a r d i n g
S a f e w a y ' s  p r o f i t  m a r g i n s  a n d  c o s t s  i n  t h e  d i f f e r e n t  s t a t e s  i n
w h i c h  i t  o p e r a t e s ,  d e c l i n e d  t o  a n s w e r  o n  t h e  b a s i s  t h a t  t h a t
i n f o r m a t i o n  i s  p r o p r i e t a r y .

M S .  WOOD a d d e d  t h a t  r e s e a r c h  o f  r a c k  p r i c e  d a t a  w o u l d  r e v e a l  
w h e t h e r ,  i n  e a c h  s t a t e  i n  w h i c h  i t  o p e r a t e s ,  S a f e w a y ' s  r e t a i l  
p r i c e s  a r e  a  c o n s i s t e n t  p e r c e n t a g e  h i g h e r  t h a n  i t s  w h o l e s a l e
c o s t s .

r : : i ; :  5 pm

R E P R E S E N T A T I V E  R O S E S  r e l a y e d  t h a t  b a c k  w h e n  h e  o w n e d  t w o  c a r  
w a s h e s  t h a t  a l s o  s o l d  g a s o l i n e ,  i t  w a s  n o t  h i s  i n t e n t i o n  t o  m a k e  
m o n e y  o n  h i s  g a s o l i n e  s a l e s ,  a n d ,  i n  f a c t ,  h e  o c c a s i o n a l l y  s o l d  
g a s o l i n e  f o r  l e s s  t h a n  h e  b o u g h t  i t  f o r  b e c a u s e  h i s  g o a l  w a s  t o  
e n c o u r a g e  c u s t o m e r s  t o  u s e  h i s  c a r  w a s h  s e r v i c e s .  B a c k  t h e n ,  h e  
n o t e d ,  h i s  a v e r a g e  p r i c e  m a r k u p  w a s  $ . 0 5 / g a l  I o n ,  a n d  a l m o s t  a l l  
g a s o l i n e  s t a t i o n s  w e r e  f u l l  s e r v i c e  s t a t i o n s ,  a n d  a  l o t  w e r e  
o w n e d  b y  m e c h a n i c s  w h o  a l s o  h a p p e n e d  t o  s e l l  g a s o l i n e .  B a c k  
t h e n ,  t h e  r e t a i l  m a r k e t  w a s  e x t r e m e l y  c o m p e t i t i v e ,  a n d  o n e  o f  
t h e  a d v a n t a g e s  h e  o b t a i n e d  w h e n  h e  b e c a m e  a  b r a n d e d  r e t a i l e r  f o r  
U n i o n  7 6  g a s o l i n e  p r o d u c t s  w a s  t h a t  h e  d i d n ' t  h a v e  t o  p a y  a  f e e  
o n  a n y  s a l e s  p a i d  f o r  w i t h  a  U n i o n  7 6  c r e d i t  c a r d ,  w h e r e a s  t h e  
f e e  l i e  w a s  c h a r g e d  f o r  a l l  o t h e r  c r e d i t  c a r d  s a l e s  w a s  a b o u t  2 
p e r c e n t .  H e  t h e n  r e i t e r a t e d  s o m e  o f  h i s  c o m m e n t s  f r o m  e a r l i e r  
i n  t h e  m e e t i n g ,  a n d  i n d i c a t e d  t h a t  e v e n  w h e n  l i e  w a s  a b l e  t o  b u y  
g a s o l i n e  p r o d u c t s  f o r  a  l o w e r  p r i c e  f r o m  h i s  d i s t r i b u t o r ,  h e  
s t i l l  h a d  t o  m a r k  u p  h i s  r e t a i l  p r i c e s  s u c h  t h a t  h e  c o u l d  a f f o r d  
t o  p a y  t h e  [ p o t e n t i a l l y ]  h i g h e r  c o s t  o f  h i s  n e x t  p u r c h a s e .

[ T h e  c h a i r i n g  s i t e  m u t e d  a u d i o  d u e  t o  t e l e c o n f e r e n c e  
i n t e r f e r e n c e ;  t h e r e f o r e ,  n o  a u d i o  i s  a v a i l a b l e  t o r  t h a t  
t i m e f  r a m e . ]

. • r I : 2 3  PM

R E P R E S E N T A T I V E  R O S E S  p r o v i d e d  a n e c d o t a l  i n f o r m a t i o n  a b o u t  h i s  
e x p e r i e n c e  a s  a  g a s  s t a t i o n  o w n e r ,  a n d  r e c a l l e d  h o w  s t a t e  a n d  
l e d e r a l  t a x e s  w e r e  s i m p l y  i n c l u d e d  a s  p a r t  o f  t h e  p r i c e  h e  p a i d
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f o r  a  l o a d  o f  f u e l ;  t h e r e f o r e ,  w h e n  h e  w a s  a l s o  c h a r g e d  a
c o r p o r a t e  t a x ,  i t  w a s  b a s e d  o n  h i s  g r o s s  s a l e s ,  w h i c h  i n c l u d e d  
f e d e r a l  a n d  s t a t e  t a x e s ,  a n d  s o  h e  w a s  t a x e d  o n  t h e  m o n e y  h e  w a s  
p a y i n g  f o r  t a x e s .  H e  r e m a r k e d  t h a t  g a s o l i n e  i s  n o t  a  p r o d u c t  
u p o n  w h i c h  t o  m a k e  m o n e y ,  b e c a u s e  t h e  r e t a i l  g a s o l i n e  i n d u s t r y  
i s  t o o  c o m p e t i t i v e ,  t o o  r e g u l a t e d ,  a n d  t o o  r e s t r i c t i v e .

C H A I R  R A M R A S  s u r m i s e d  t h a t  r e t a : l e r s  a r e n ' t  m a k i n g  a  p r o f i t ,  a n d  
t h e r e f o r e  a n y  p r o f i t  t o  b e  m a d e  i n  t h i s  i n d u s t r y  m u s t  b e  b e i n g  
m a d e  b y  e i t h e r  t h e  d i s t r i b u t o r s  o r  t h e  r e f i n e r s ,  t h o u g h  t h e
l a t t e r  o n l y  w i t h  d i f f i c u l t y .

R E P R E S E N T A T I V E  R O S E S  p o i n t e d  o u t  t h a t  t r a n s p o r t a t i o n  c o s t s  m u s t  
a l s o  b e  f a c t o r e d  i n .

C H A I R  R A M R A S  s u g g e s t e d ,  t h o u g h ,  t h a t  s o m e  r e t a i l e r s  a r e  v e r y
c l o s e  t o  a  r e f i n e r y  a n d  s o  t h e r e f o r e  d o n ' t  b e a r  m u c h  i n  t h e  w a y
o f  t r a n s p o r t a t i o n  c o s t s  b u t  s t i l l  c h a r g e  r e t a i l  p r i c e s
c o m p e t i t i v e  w i t h  t h o s e  s t a t i o n s  t h a t  h a v e  t o  h a v e  t h e i r  f u e l
t r a n s p o r t e d  i n  f r o m  f u r t h e r  a w a y .

R E P R E S E N T A T I V E  H AWK E R  n o t e d ,  t h o u g h ,  t h a t  s o m e  o f  t h o s e  s t a t i o n s  
a r e  l o c a t e d  i n  a r e a s  t h a t  h a v e  a  s a l e s  t a x .

R E P R E S E N T A T I V E  R O S E S  i n d i c a t e d  t h a t  d e p e n d i n g  o n  w h a t  a  r e f i n e r y
i s  c h a r g i n g ,  a  r e t a i l  s t a t i o n  o w n e r  m i g h t  b e  a b l e  t o  p u r c h a s e  
g a s o l i n e  f r o m  f u r t h e r  a w a y  a n d  h a v e  i t  s h i p p e d  f o r  l e s s  c o s t  
t h a n  h e / s h e  c o u l d  b u y  i t  f o r  f r o m  a  n e a r b y  r e f i n e r y .

L I S A  S U N D B O R G ,  O f f i c e  M a n a g e r ,  A l a s K . a  P e t r o l e u m  D i s t r i b u t i n g  
I r  - . ,  l e l a y e d  t h a t  h e r  c o m p a n y  d e l i v e r s  f u e l ,  b o t h  w h o l e s a l e  a n d  
r e t a i l ;  t h a t  i t  p u r c h a s e s  f u e l  f r o m  t h e  t w o  r e f i n e r i e s  i n  N o r t h  
P o l e  L h e  o n e  o w n e d  b y  F l i n t  H i l l s  R e s o u r c e s ,  a n d  t h e  o n e  o w n e d  
b y  P e t r o  S t a r '  I n c .  ( P S  1 ) ; t h a t  i t  p u r c h a s e s  a l l  i t s  u l t r a  l o w  
s u l f u ;  d i e s e l  a n d  a l l  o f  i t s  g a s o l i n e  p r o d u c t s  f r o m  F l i n t  H i l l s  
R e s o u r c e s ,  a s  w e l l  a s  s o m e  h o m e  h e a t i n g  o i l  - b o t h  n u m b e r  1 a n d  
n u m b e r  2 ; t h a t  i t  p r i m a r i l y  p u r c h a s e s  i t s  h  ' 'me  h e a t i n g  o i l  
b o t h  n u m b e r  1 a n d  n u m b e r  2  f r o n t  P S I ;  t h a t  i t  d o e s n ' t  h a v e  a n y  
s t o r a g e  f a c i l ' t i e s ;  t h a t  i t  h a s  a b o u t  1 7  t r u c k s ;  a n d  t h a t ,  i t  
g o e s  t o  L h e  r e f i n e r y ,  l o a d s  t h e  f u e l ,  a n d  t h e n  d e l i v e r s  t h e  
f u e l ,  a n d  t h e n  -  h o p e f u l l y  c o l l e c t s  p a y m e n t  f o r  i t .  S h e  n o t e d  
t h a t  a t  o n e  p o i n t  h e r  c o m p a n y  h a d  t w o  g a s o l i n e  s t a t i o n s  b u t  h a d  
c l o s e d  o n e  o f  t h e m  b e c a u s e  i t  c o u l d n ' t  c o m p e t e  w i t h  a n y  o f  t h e  
" b o x  s t o r e s , "  s i n c e  t h e y  c o u l d  b u ,  a n d  t h e n  s e l l  f u e l  a t  t h e  
p u m p  c h e a p e r  t h a n  h e r  c o m p a n y  c o u l d  b u y  i t  f r o m  t h e  r e f i n e r y .
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I n  r e s p o n s e  t o  a  q u e s t i o n ,  s h e  s a i d  t h e  c o m p a n y ' s  t r u c k s ,  i n  
a d d i t i o n  t o  h a u l i n q  h o m e  h e a t i n g  o i l ,  h a u l  g a s o l i n e  t o  i t s  
1 a t t a i n i n g  s t a t i o n  a n d  b u l k  [ a m o u n t s  o f  g a s o l i n e ]  t o  P r u d h o e  B a y  
a n d  o t h e r  l o c a t i o n s .

C H A I R  R A MR AS  a s k e d  w h e t h e r  i t  w o u l d  b e  e a s y  t o  b u y  t r u c k s  a n d  g o  
i n t o  t h e  b u s i n e s s  o l  h a u l i n g  f u e l .

M S .  S U N D B O R G  s a i d  p e r m i t s  w o u l d  h a v e  t c  b e  a c q u i r e d ,  a n d  o n e  
w o u l d  h a v e  t o  h a v e  e n o u g h  f u n d s  t o  b u y  t h e  p r o d u c t  t o  b e g i n  
w i t h .  F o r  e x a m p l e ,  t h e  m a j o r i t y  o f  t h e  c o s t  h e r  c o m p a n y  
c o n t e n d s  w i t h  i s  t h e  c o s t  o f  t h e  p r o d u c t  i t s e l f ,  a n d  t h e  c o m p a n y  
g e n e r a l l y  s e l l s  i t s  p r o d u c t  f o r  a b o u t  1 4  p e r c e n t  m o r e  t h a n  i t  
p a i d  f o r  i t .  I n  r e s p o n s e  t o  a  q u e s t i o n ,  s h e  s a i d  h e r  c o m p a n y  
r e a l l y  o n l y  d e l i v e r s  g a s o l i n e  t o  t w o  g a s o l i n e  s t a t i o n s  -  t h e  o n e  
o w n e d  b y  t h e  c o m p a n y  a n d  a n o t h e r  o n e  a n d  a l t h o u g h  i t  h a d  
d e l i v e r e d  t o  o t h e r  g a s o l i n e  s t a t i o n s  i n  t h e  p a s t ,  i t  i s n ' t  n o w  
b e c a u s e  t h a t ' s  s u c h  a  h a r d  m a r k e t ;  a  s t a t i o n  h a s  t o  a b l e  t o  p a y  
f o r  p r o d u c t  u p  f r o n t  b e f o r e  h e r  c o m p a n y  w i l l  d e l i v e r  i t .

C H A I R  R A MR AS  o f f e r e d  h i s  u n d e r s t a n d i n g  t h a t  t h e  m a r k u p  f o r  
d i s t r i b u t i n g  f u e l  i s  n o t  e x t r a o r d i n a r y .

M S .  S U N D B O R G  c o n c u r r e d ,  a d d i n g  t h a t  a t  t h e  c o m p a n y ' s  g a s o l i n e  
s t a t i o n ,  t h e  p u m p  p r i c e  i s  $ 4 . 2 0 ,  b u t  t h e  c o m p a n y  i s  p u r c h a s i n g  
p r o d u c t  f o r  $ 3 . 7 7  a n d  t h c i  p a y i n g  f e d e r a l  t a x  o f  a p p r o x i m a t e l y  
$ . 1 8 ,  t h u s  r e s u l t i n g  i n  a  m a r k u p  o f  o n l y  $ . 2 5 .  A n d  a l t h o u g h  h e r  
c o m p a n y  d o e s n ' t  c h a r g e  i t s e l f  t o  d e l i v e r  t h a t  f u e l ,  i t  s t i l l  
c o s t s  t h e  c o m p a n y  s o m e t h i n g  t o  d e l i v e r  i t .  A g a i n ,  o n  m o s t  d a y s ,  
b o x  s t o r e s  i n  t h e  a r e a  a r e  s e l l i n g  g a s o l i n e  c h e a p e r  t h a n  h e r  
c o m p a n y  c a n  b u y  i t  f o r .  I n  r e s p o n s e  t o  a  q u e s t i o n ,  s h e  
i n d i c a t e d  t h a t  a l l  o f  h e i  c o m p a n y ' s  c o s t s  a r e  s i g n i f i c a n t l y  
h i g h e r  n o w  t h a n  t h e y  u s e d  t o  b e .  I n  r e s p o n s e  t o  c o m m e n t s ,  s h e  
r e l a y e d  t h a t  w h e n  t h e  g a s o l i n e  s t a t i o n s  n e a r  h e r  c o m p a n y ’ s  
s t a t i o n  d e c i d e  t o  d r o p  t h e i r  r e t a i l  p r i c e s ,  t l i e  c o m p a n y ' s  
s t a t i o n  m u s t  a l s o  d r o p  1 1 : c  p r i c e s ,  e v e n  i f  i t  m e a n s  l o s i n g  
m o n e y ,  o r - i t  w o n ' t  h a v e  a n y  c u s t o m e r s .

• : i «V; < '• PM

M R .  S N I F F E N  s a i d  h e  t h o u g h t  h e ' d  h e a r d  M s .  S u n d b o r g  s a y  t h a t  h e r  
c o m p a n y  p u r c h a s e s  u l t r a - l o w - s u l f u r  f u e l  f r o m  F l i n t  H i l l s  
R e s o u r c e s ,  b u t  h a d  h e a r d  s o m e o n e  e l s e  s a y  e a r l i e r  t h a t  T e s o r o  
o w n s  t h e  o n l y  r e f i n e r y  i n  A l a s k a  t h a t  c a n  p r o d u c e  u l t r a  l o w  
o u l f  u i  f u e l .
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M R .  C O O K  e x p l a i n e d  t h a t  F l i n t  H i l l s  R e s o u r c e s  p u r c h a s e s  u l t r a -  
l o w - s u l f u r  f u e l  f r o m  t h a t  T e s o r o  r e f i n e r y  a n d  t h e n  r e s e l l s  i t  a t  
i t s  o  in r a c k .

MR S N I F F E N  a s k e d  M s .  S u n d b o r g  w h e t h e r  F l i n t  H i l l s  R e s o u r c e s  a n d  
P r 1 n a v e  d i f f e r e n t  p r i c e s  f o r  h o m e  h e a t i n g  o i l .

Mf  . S U N D B O R G  s a i d  n o ,  t h e i r  p r i c e s  a r e  p r e t t y  m u c h  t h e  s a m e ;  t h e  
d i f f e r e n c e  i s  t h a t  P S I  p r o v i d e s  a  d i f f e r e n t  p a y m e n t  o p t i o n ,  
w h i c h  h e r  c o m p a n y  p r e f e r s .

N ' l .  S N I F F E N  a s k e d  M s .  S u n d b o r g  w h e t h e r  s h e  p e r c e i v e s  c o m p e t i t i o n  
' c c u r r i n g  b e t w e e n  P S I  a n d  F l i n t  H i l l s  R e s o u r c e s .

M S .  S U N D B O R G  s a i d  t h a t  c r e d i t  t e r m s  a r e  t h e  d r i v i n g  f a c t o r  f o r  
h e r  c o m p a n y .  I n  a d d i t i o n ,  t h o u g h ,  P S I  n e i t h e r  m a k e s  n o r  

i s t r i b u t e s  u l t r a - l o w - s u l f u r  f u e l ,  s o  h e r  c o m p a n y  d o e s n ' t  h a v e  a  
c h o i c e  i n  w h e r e  t o  o b t a i n  t h a t  p r o d u c t  - i t  m u s t  g e t  i t  f r o m  
F l i n t  H i l l s  R e s o u r c e s .  S h e  n o t e d  t h a t  h e r  c o m p a n y  a l s o  d e l i v e r s  
f u e l  t o  F l i n t  H i l l s  R e s o u r c e s ,  w h i c h  p r e f e r s  t o  u s e  i t s  o w n  
0 1  o d u c t  . I n  r e s p o n s e  t o  a  q u e s t i o n ,  s h e  c l a r i f i e d  t h a t  h e r  
c o m p a n y  a l s o  d e l i v e r s  g a s o l i n e  i n  b u l k  t o  s o m e  c o m m e r c i a l
e o  e r p r i s e s  t h a t ,  a r e n ' t  g a s  s t a t i o n s .  I n  r e s p o n s e  t o  a  f u r t h e r  
q u e s t i o n ,  s h e  s u r m i s e d  t h a t  a  c o u p l e  o f  r e a s o n s  w h y  h e r  c o m p a n y  
d o e s n ' t  h a v e  m a n y  g a s o l i n e  s t a t i o n s  a s  c u s t o m e r s  i s  b e c a u s e ,  
o n  , m o s t  s t a t i o n s  a r e  b r a n d e d  s t a t i o n s  a n d  t h u s  p u r c h a s e  o n l y  
b r a n d e d  f u e l ,  a n d ,  t w o ,  h e r  c o m p a n y  d e m a n d s  p a y m e n t  o n  d e l i v e r y ,  
w h i c h  m i g h t  n o t  s u i t  m o s t  i n d e p e n d e n t  s t a t i o n s .

- ! 1 - -• L

M R .  i  N I F F E N  r e l a y e d  t . h a t  a b o u t  a  m o n t h  a g o ,  h i s  o f f i c e  w a s  
d i r e c t e d  t o  s t a r t  i n v e s t i g a t i n g  " t h e s e  i s s u e s , "  a n d  s o  s t a r t e d  
b y  r e u j e s t i n g  i n f o r m a t i o n  f r o m  t h e  r e f i n e r i e s ,  t h e  r e t a i l e r s ,  
a n d  t h e  d i s t r i b u t o r s ,  a n d  h a s  s i n c e  r e c e i v e d  o n l y  c o o p e r a t i o n
f r o m  e v e r y o n e .  H i s  o f f i c e  h a s  a l s o  r e q u e s t e d  i n f o r m a l . o n  f r o m  
" C h e v r o n "  t o  t r y  i o  f i n d  o u t  w h y  o t h e r  g a s o l i n e  r e t a i l e r s  d o n ' t  
o b t a i n  j. r o d u c t  f r o m  t h e  L o w e r  4 8 ,  a n d  w h a t  s o m e  o f  t h e  b a r r i e r s  
t o  t h a t  p r o c e s s  m i g h t  b e .  T h i s  i n f o r m a t i o n  w i l l  b e  h e i . p f u l  i n  
c o n s i d e r i n g  w h a t ,  h e  t e r m e d  i m p o r t  p a r i t y ,  p a r t i c u l a r l y  a s  i t  
p e r t a i n s  t o  S o u t h c e n t r a l  A l a s k a .  I m p o r t  p a r i t y  i l l u s t r a t e s  t h e  
d i f f e r e n c e  i n  w h a t  i t  w o u l d  c o s t  t o  b r i n g  f u e l  u p  f r o m  t h e  L o w e r  
4 8  a n d  t h e n  s e l l  i t  i n  A l a s k a ' s  m a r k e t ,  a s  o p p o s e d  t o  s i m p l y  
g e t t i n g  f u e l  d i r e c t l y  f r o m  o n e  o f  A l a s k a ' s  r e f i n e r i e s .  I m p o r t
p a r i t y  c o u l d  i l l u s t r a t e ,  f o i  e x a m p l e ,  w h e t h e r  A l a s k a ' s
r e f i n e r i e s  a r e  c o l l u d i n g  w i t h  e a c h  o t h e r  h e  a d d e d ,  t h o u g h ,
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t h a t  a t  t h i s  p o i n t  h i s  o f f i c e  h a s  n o  r e a s o n  t o  b e l i e v e  t h a t
t h a t ' s  w h a t ' s  o c c u r r i n g .

M R .  S N I F F E N  s a i d  t h a t  i f  p r i c e s  a t  A l a s k a ' s  r e f i n e r i e s  g e t  h i g h  
e n o u g h ,  c o m p e t i t o r s  m i g h t  d e c i d e  t o  j u s t  b a r g e  p r o d u c t  u p  f r o m  
t h e  L o w e r  4 8 .  M r .  S n i f f e n  i n d i c a t e d  t h a t  M r .  P u l l i a m  h a s
r e l a y e d  t h a t  i m p o r t  p a r i t y  s o m e w h a t  d r i v e s  s o m e  o f  t h e  p r i c i n g  
d e c i s i o n s  b e i n g  m a d e  b y  A l a s k a ' s  r e f i n e r i e s .  R e f i n e r s  m u s t  
e n s u r e  t h a t  t h e i r  p r i c e s  s t a y  a t  o r  b e l o w  a  c e r t a i n  l e v e l  s o  a s  
n o t  t o  e n c o u r a g e  t h e  a f o r e m e n t i o n e d  t y p e  o f  c o m p e t i t i o n .
K n o w i n g  w h a t  i t  w o u l d  r e a l l y  c o s t  f o r  s o m e o n e  t o  i m p o r t  f u e l  
f r o m  t h e  L o w e r  4 8  w o u l d  a s s i s t  t h e  D O L  i n  d e t e r m i n i n g  w h e t h e r
p r i c e s  i n  A l a s k a  a r e  [ s i g n i f i c a n t l y ]  a b o v e  w h a t  o n e  w o u l d  e x p e c t  
i n  a  m a r k e t  t h a t ' s  o p e r a t i n g  i n  a  r a t i o n a l  a n d  n o r m a l  m a n n e r .

M R .  S N I F F E N  r e f e r r e d  t o  a  p a i r  o f  g r a p h s  i n  m e m b e r s '  p a c k e t s  
i l l u s t r a t i n g  r e g u l a r  u n l e a d e d  r e t a i l  g a s o l i n e  p r i c e s  a f t e r  t a x e s  
i n  A n c h o r a g e ,  F a i r b a n k s ,  a n d  S e a t t l e  b e t w e e n  J a n u a r y  2 0 0 2  a n d  
A u g u s t  2 0 0 8 .  T h e  f i r s t  g r a p h  i l l u s t r a t e s  a b s o l u t e  p r i c e s  i n  
t h o s e  l o c a t i o n s ,  a n d  t h e  s e c o n d  g r a p h  c o m p a r e s  t h e  p r i c e s  i n
A n c h o r a g e  a n d  F a i r b a n k s  w i t h  t h o s e  i n  S e a t t l e  H e  e x p l a i n e d  
t h a t  t h e  p r i c e s  i n  S e a t t l e  a r e  u s e d  i n  c a l c u l a t i n g  i m p o r t
p a r i t y .  G e n e r a l l y ,  a b s o l u t e  p r i c e s  i n  A n c h o r a g e  a n d  F a i r b a n k s  
h a v e  p r e t t y  m u c h  p a r a l l e l e d  t h e  a b s o l u t e  p r i c e s  i n  S e a t t l e .  H e  
m e n t i o n e d  t h a t  t h e r e  i s  a n o t h e r  p a i r  o f  g r a p h s  t h a t  i l l u s t r a t e  
t h e s e  s a m e  t h i n g s  b u t  i n c l u d e  a  n a t i o n a l  a v e r a g e  p r i c e .  H e  
p o i n t e d  o u t  t h a t  a l l  t h e  i s s u e s  w h i c h  s o m e  h a v e  a r g u e d  a r e  
r e s p o n s i b l e  f o r  i n c r e a s i n g  r e t a i l  g a s o l i n e  o r i c e s  i n  A l a s k a  
r e f i n i n g  c o s t s ,  l a b o r  c o s t s ,  t r a n s p o r t a t i o n  c o s t s ,  f u e l  c o s t s ,
o p e r a t i n g  c o s t s  a r e  n o t  n e w ;  t h o s e  i s s u e s  h a v e  b e e n  a r o u n d  f o r  
t h e  l a s t  d e c a d e  a n d  h a v e  n o t  c h a n g e d  s i g n i f i c a n t l y .  T h e s e
g r a p h s  s h o w  w h a t  t h e  t r e n d s  h a v e  b e e n .  H e  n o t e d  t h a t  i n  t h e  
a f o r e m e n t i o n e d  s e c o n d  g r a p h ,  o n e  c a n  s e e  t h a t  i n  2 0 0 7 ,  t h e  
p r i c e s  i n  A n c h o r a g e  a n d  F a i r b a n k s  w e r e  q u i t e  a  b i t  l o w e r  t h a n  
t h e y  w e r e  e l s e w h e r e  i n  L h e  c o u n t r y .

. : ^ I : 2 • • l«:

M R .  S N I F F E N  r e f e r r e d  t o  a n o t h e r  p a i r  o f  g r a p h s  t h a t  i l l u s t r a t e  
r e g u l a r  u n l e a d e d  g a s o l i n e  p r i c e s  i n  A n c h o r a g e  a n d  S e a t t  l e  i n  
c o m p a r i s o n  w i t h  t h e  p r i c e  o f  A N S  c r u d e  b e t w e e n  J a n u a r y  2 0 0 2  a n d  
A u g u s t  2 0 0 8  b e f o r e  t a x e s .  T h e  g r a p h  i l l u s t r a t i n g  a b s o l u t e  
p r i c e s  i n d i c a t e s  t h a t ,  a l t h o u g h  A l a s k a ' s  p r i c e s  a i e  h i g h e r ,  t h e y  
h a v e  g e n e r a l l y  f o l l o w e d  t h e  t r e n d  o f  A N S  c r u d e  p r i c e s .  T h i s  
r u l e s  o u t  a n y  a r g u m e n t  t h a t  t h e  p e r c e n t a g e  o f  h o w  m u c h  h i g h e r  
A l a s k a ' s  p r i c e s  a r e  h a s  i n c r e a s e d  r e c e n t l y .
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M R .  S N I F F E N  r e f e r r e d  t o  a n o t h e r  g r a p h  i l l u s t r a t i n g  r a c k  p r i c e s  
c o m p a r e d  t o  r e t a i l  r e g u l a r  u n l e a d e d  g a s o l i n e  p r i c e s  i n  
A n c h o r a g e ,  F a i r b a n k s ,  S e a t t l e ,  a n d  t h e  U . S .  -  o n  a v e r a g e  
b e t w e e n  J a n u a r y  2 0 0 2  a n d  A u g u s t  2 0 0 8  b e f o r e  t a x e s .  T h i s  g r a p h  
i l l u s t r a t e s  w h a t  t h e  r e t a i l  m a r g i n s  a r e ,  w i t h  t h e  " z e r o  l i n e "  
i l l u s t r a t i n g  t h e  [ r a c k  r a t e ] . S e a t t l e ' s  p r i c e s  a r e  a l w a y s  a b o v e  
t h e  r a c k  r a t e  a n d  s p i k e  m u c h  m o r e  d r a s t i c a l l y  a n d  m o r e  o f t e n  
t h a n  d o  t h e  p r i c e s  i n  A n c h o r a g e  a n d  F a i r b a n k s ;  f u r t h e r m o r e ,  t h e  
p r i c e s  i n  A n c h o r a g e  a n d  F a i r b a n k s  h a v e  o c c a s i o n a l l y  d r o p p e d  
b e l o w  t h e  r a c k  r a t e .  I n  2 0 0 8 ,  t h e  p r i c e s  i n  A n c h o r  g e  a n d  
F a i r b a n k s  h a d  s t a r t e d  t o  r i s e  f r o m  t h e  r a c k  l a t e ,  w i t h  t h e  r i s e  
i n  t h e  p r i c e  i n  F a i r b a n k s  p a r a l l e l i n g  t h e  r i s e  i n  t h e  n a t i o n a l  
a v e r a g e  p r i c e ,  w i t h  t h e  r i s e  i n  t h e  p r i c e  i n  A n c h o r a g e  b e i n g  
m u c h  l e s s  d r a m a t i c  t h a n  e i t h e r  o f  t h o s e  t w o ,  a n d  w i t h  a n  
i n c r e d i b l e  r i s e  i n  t h e  p r i c e  i n  S e a t t l e .

M R .  S N I F F E N  s a i d  t h i s  l a t t e r  g r a p h  i n d i c a t e s  t h a t  t h e  c u r r e n t  
p r i c e  i n c r e a s e  i s  n o t  d u e  t o  r e t a i l  o r  d i s t r i b u t i o n  p r i c i n g ;  
i n s t e a d ,  i t  s e e m s  t o  b e  t h e  r a c k  r a t e  t h a t  d r i v e s  p r i c e .  F o r  
e x a m p l e ,  i n  A u g u s t ,  t h e  a v e r a g e  r a c k  r a t e  i n  A l a s k a  f o r  T e s o r o  
g a s o l i n e  w a s  $ 4 . 0 2 ,  w h e r e a s  i n  S e a t t l e  i t  w a s  a r o u -  1 $ 3 . 1 0 ;  t h i s  
a p p r o x i m a t e  $ . 9 0  d i f f e r e n c e  i s  h i g h ,  h e  r e m a r k e d ,  a n d  s h o u l d  
i n s t e a d  b e  a r o u n d  $ . 2 0 - $ .  4 0 .  H e  s a i d  h e  i s  n o t  s o  c o n c e r n e d  
t h a t  r e t a i l e r s  a r e  c o l l u d i n g  t o  k e e p  p r i c e s  h i g h ,  o r  t h a t  
d i s t r i b u t o r s  a r e  m a k i n g  a  l e t  o f  p r o f i t ;  t h e  d a t a  j u s t  d o e s n ' t  
s u p p o r t  e i t h e r  o f  t h o s e  t h i n g s  a s  L h e  c a u s e  o f  A l a s k a ' s  h i g h  
p r i c e s .  T h e r e f o i e ,  t h e  D O L  w i l l  i n s t e a d  b e  f o c u s i n g  o n  r e f i n i n g  
i s s u e s  a n d  o n  w h y  r a c k  r a t e s  a r e  w h a t  t h e y  a r e ;  t h e y  d o n ' t  s e e m  
t o  b e  m o v i n g  n e a r l y  a s  m u c h  [ a s  t h e y  s h o u l d ] .

■ _ • : 1 « PM

MR .  S N I F F E N ,  r e f e r r i n g  t o  t h e  a r g u m e n t s  p u t  f o r t h  e a r l i e t  b y  t h e  
r e f i n e r s  t h a t  r e g u l a t o r y  r e q u i r e m e n t s  a n d  c h a n g e s  i n  f u e l  
c o n s u m p t i o n  h a v e  i n c r e a s e d  t h e i r  c o s t s ,  p o i n t e d  o u t  t h a t  t h o s e  
f a c t o r s  h a v e  a l s o  b e e n  p r e s e n t  f o r  t h e  l a s t  d e c a d e .  H e
i n d i c a t e d  t h a t  h i s  o f f i c e ,  t h e r e f o r e ,  i s  q u e s t i o n i n g  w h y  t h e  l a g  
i n  a  c o r r e s p o n d i n g  d e c r e a s e  i n  A l a s k a ' s  r e t a i l  p r i c e s  h a s  d r u g  
c u t  f o r  t h r e e  o r  f o u r  m o n t h s .  H e  a d d e d ,  " i t  c a n ' t  b e  a n
o p e r a t i o n a l  i s s u e  . . .  w e  w o u l d  h a v e  s e e n  t h a t  k i n d  o f  s t u f f  
h a p p e n  b e f o r e  s o  t h e r e  i s  s o m e t h i n g  e l s e  g o i n g  o n ,  . . .
I t h o u g h ]  I ' m  n o t  s u g g e s t i n g  i t ' s  s o m e t h i n g  t h a t ' s  i l l e g a l  o r

v i o l a t e s  a n y  o f  o u r  l a w s . "  I f  t h a t  l a g  i s  r e a l l y  d u e  t o  t h e
t a p i d  i n c r e a s e  i n  t h e  p r i c e  o t c r u d e  o i l ,  a  s i m i l a r  l a g  w o u l d  b e  
t a k i n g  p l a c e  e v e r y w h e r e  e l s e  i n  t h e  c o u n t r y  a n d  i t ' s  n o t .  O n c e  
t h e  D O L  r e c e i v e s  t h e  r e q u e s t e d  i n f o r m a t i o n  f r o m  t h e  r e f i n e r s ,  i L 
w i l l  h a v e  a  b e t t e r  s e n s e  o f  w h a t  m i g h t  b e  o c c u r r i n g .
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M R .  S N I F F E N  i n d i c a t e d  t h a t  i t  i s  i m p o r t a n t  t o  k n o w  t h e  c a u s e s  s o  
a s  t o  b e  a b l e  t o  t a k e  a p p r o p r i a t e  s t e p s  n o w  a n d  i n  t h e  f u t u r e  
s h o u l d  s o m e t h i n g  s i m i l a r  o c c u r  a g a i n .  H e  r e f e r r e d  t o  t h e  
e a r l i e r  d i s c u s s i o n  a b o u t  p o s s i b l y  m a k i n g  c h a n g e s  t o  t h e  
r e s t r i c t i o n s  r e g a r d i n g  h o w  m u c h  t h e  s t a t e  m u s t  s e l l  i t s  r o y a l t y  
o i l  f o r ,  t h o u g h  n o t e d  t h a t  s u c h  c h a n g e s  w o u l d  r a i s e  o t h e r  i s s u e s  
w h i c h  w o u l d  h a v e  t o  b e  a d d r e s s e d .  I n  c o n c l u s i o n ,  h e  r e m a r k e d  
t h a t  o t h e r  g r a p h s  i n  m e m b e r s '  p a c k e t s  d e t a i l  i n f o r m a t i o n  s i m i l a r  
t o  t h a t  w h i c h  t h e  g r a p h s  t h a t  w e r e  d i s c u s s e d  d e t a i l e d  - a n d  a l l  
i l l u s t r a t e  t h a t  A l a s k a ' s  p r i c e s  s o m e w h a t  i n t e r s e c t  w i t h  p r i c e s  
e l s e w h e r e  u p  u n t i l  J u n e  o f  t h i s  y e a r ,  a f t e r  w h i c h  t h e  
d i f f e r e n c e s  i n  p r i c e s  b e c a m e  m o r e  d r a m a t i c  a n d  t h e  l a g  i n  a n y  
c o r r e s p o n d i n g  p r i c e  d e c r e a s e  h a s  b e e n  l o n g .

C H A I R  R A M R AS  s u r m i s e d  t h a t  c o n s t i t u e n t s  w o u l d  c o n c u r .

R E P R E S E N T A T I \  C O G H I L L  s a i d  h e  w a s  s u r p r i s e d  t o  l e a r n  t h a t  o n e  
o f  t h e  r e f i n e r s  h a s  t o  i m p o r t  2 5  p e r c e n t  o f  i t s  c r  i d e  o i l  i n
o r d e r  t o  m e e t  i t s  d e m a n d s .  H e  i n d i c a t e d  t h a t  h e  s t i l l  h a s  
q u e s t i o n s  t h a t  r e m a i n  u n a n s w e r e d  s u c h  a s  w h e t h e r  t h e r e  i s  s o m e  
f i n i s h e d  p r o d u c t  b e i n g  i m p o r t e d  i n t o  A l a s k a  L h a t ' s  a f f e c t i n g  t h e  
r e t a i 1 p r  i c e  .

M R .  S N I F F E N  r e l a y e d  t h a t  a t  t h e  e n d  o f  t h e  a f o r e m e n t i o n e d  
p r e v i o u s  g a s o l i n e - p r i c i n g  i n v e s t i g a t i o n ,  i t  w a s  d e t e r m i n e d  t h a t  
A l a s k a  w a s  a  n e t  e x p o r t e r  o f  r e f i n e d  p r o d u c t s .  A l a s k a  c o u l d  
r e f i n e  a l l  t h e  f u e l ,  n e e d e d  i n  t h e  R a i l  b e l t ,  a n d  h a v e  a n  e x c e s s  
s u p p l y  o f  g a s o l i n e  t o  s e l l  o u t s i d e  o f  A l a s k a .  H e  o f f e r e d  h i s  
b e l i e f  t h a t  t h a t  i s  s t i l l  t r u e  t o d a y ,  a n d  t h a t  A l a s k a  h a s  t h e
c a p a c i t y  t o  r e f i n e  a i l  t h e  g a s o l i n e  p r o d u c t s  t h a t  a r e  u s e d  i n  
A l a s k a .  U s a g e  m  A n c h o r a g e  a n d  F a i r b a n k s  m a k e  u p  7 0  p e r c e n t  o f  
t h e  s t a t e ' s  t o t a l  g a s o l i n e  u s a g e ,  w i t h  a b o u t  6 0  p e r c e n t  b e i n g  
u s e d  i r i  A n c h o r a g e  a n d  a b o u t  1 0  2  0  p e r c e n t  b e i n g  u s e d  i r i
F a i  r b a n k s .

• : < :  : 1  I 'M

C H A I R  R A M R A S  s a i d  h e  i n t e n d s  t o  h o l d  m o n t h l y  m e e t i n g s  o n  t h i s  
t o p i c  u n t i l  s u c h  t i m e  a s  t h e r e  i s  n o  l o n g e r  a  d i s p a r i t y  b e t w e e n  
p r i c e s  i n  A l a s k a  c o m p a r e d  w i t h  o t h e r  s t a t e s ,  a n d  r e i t e r a t e d  t h a t  
t h e  c o m m i t t e e  w o u l d  b e  p r o d u c i n g  a  r e p o r t .  H e  p r e d i c t e d  t h a t  i t  
s o m e o n e  u n d e r t o o k  t o  i m p o r t  i n e x p e n s i v e  g a s o l i n e  t o  t . l i e  s t a t e ,  
t h e  r e f i n e r i e s '  p r i c e s  w o u 1 d  s n a p  b a c k  t o  s o m e t h i n g  m o r e
c o n v e n t  i o n a 1 .
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R E P R E S E N T A T I V E  C O G H I L L  i n d i c a t e d  a g r e e m e n t  w i t h  t h e  i n t e n t i o n  o f  
h o l d i n g  m e e t i n g s  u n t i l  s o m e t h i n g  c a n  b e  r e s o l v e d .

R E P R E S E N T A T I V E  G R U E N B E R G  a s k e d  M r .  S n i f f e n  w h e t h e r  c e  c o u l d  
s u g g e s t  a  p o s s i b l e  l e g i s l a t i v e  s o l u t i o n .

M R .  S N I F F E N  s a i d  h e  i s  n o t  s u r e  t h a t  a  " p r i c e  g o u g i n g "  s t a t u t e  
w o u l d  r e a l l y  r e s o l v e  t h e  i s s u e ,  t h o u g h  i t  w o u l d n ' t  b e  a  b a d  i d e a  
f o r  t h e  s t a t e  t o  h a v e  o n e .  T h e  q u e s t i o n  o f  w h e n  s u c h  a  s t a t u t e  
w o u l d  b e  t r i g g e r e d  s h o u l d  b e  c o n s i d e r e d .  I f  i t  w e r e  t r i g g e r e d  
u p o n  a  d e c l a r e d  s t a t e  o f  e m e r g e n c y ,  f o r  e x a m p l e ,  m e r e l y  h a v i n g  
h i g h  g a s  p r i c e s  w o u l d n ' t  r e a c h  t h a t  l e v e l  e v e n  i n  t i m e s  o f
e c o n o m i c  d i s t r e s s .  H e  i n d i c a t e d  t h a t  t h e  D O L  h a s  d r a f t e d  s u c h
l e g i s l a t i o n  i n  t h e  p a s t ,  t h o u g h  i t  n e v e r  m a d e  i t  t h o u g h  t h e
p r o c e s s ,  a n d  h e  w o u l d  b e  h a p p y  t o  s h a r e  i t  w i t h  t h e  c o m m i t t e e .  
H e  a l s o  n o t e d  t h a t  c u r r e n t l y ,  A l a s k a ' s  a n t i t r u s t  l a w  h a s  n o  
p e n a l t y  p r o v i s i o n s ,  t h o u g h  t h o s e  o f  o t h e r  s t a t e s  d o ,  a s  d o e s
f e d e r a l  l a w .  U n d e r  f e d e r a l  l a w ,  a  v i o l a t i o n  c a r r i e s  w i t h  i t  a  
m a x i m u m  p e n a l t y  o f  $ 1 0 0  m i l l i o n  f o r  a  c o r p o r a t i o n  a n d  $ 1  m i l l i o n  
f o r  a n  i n d i v i d u a l ;  u n d e r  A l a s k a  l a w ,  a  v i o l a t i o n  i s  r . e r e l y  a  
m i s d e m e a n o r .  T h e  D O L  p r o s e c u t e s  a l l  a n t i t r u s t  v i o l a t i o n s
o c c u r r i n g  i n  t h e  s t a t e ,  a n d  " t h i s "  w o u l d  b e  i n c l u d e d  a s  a  
c o n s u m e r  p r o t e c t i o n  A c t  v i o l a t i o n  a s  w e l l .

: . • V ; -  PM

R E P R E S E N T A T I V E  G R U E N B E R G  e x p r e s s e d  i n t e r e s t  i n  p u r s u i n g  a
s t a t u t o r y  s o l u t i o n .

[ F o l l o w i n g  w a s  a  b r i e f  d i s c u s s i o n  r e g a r d i n g  h o w  t h e  c o m m i t t e e  
m i g h t  b o  p r o c e e d i n g . )

R E P R E S E N T A T I V E  C O G H I L L  p o i n t e d  o u t  t h a t  a l t h o u g h  t h e r e  i s  a
r e f i n e r y  i n  h i s  d i s t r i c t ,  h i s  c o n s t i t u e n t s  p a y  s o m e  o f  t h e  
h i g h e s t  p r i c e s  [ f o r  g a s o l i n e  a n d  h o m e  h e a t i n g  o i l ]  .

R E P R E S E N T A T I V E  G R U E N B E R G  e x p r e s s e d  d i s f a v o r  w i t h  t h e  f a c t  t h a t  
A l a s k a  d o e s  n o t  h a v e  w h a t  h e  c h a r a c t e r i z e d  a s  a  b e t t e r  a n t i t r u s t  
l a w .

C H A I R  R A MR AS  e x p r e s s e d  c o n c e r n  t h a t  t h e  h i g h  r e t a i l  p r i c e s  o f
p e t r o l e u m  p r o d u c t s  a r e  a l r e a d y  c a u s i n g  d a m a g e  t o  c o n s t i t u e n t s .

[ F o l l o w i n g  w a s  a n o t h e r  b r i e f  d i s c u s s i o n  r e g a r d i n g  h o w  t h e  
c o m m i t t e e  m i g h t  b e  p r o c e e d i n g . ]
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M R .  S N I F F E N ,  i n  r e s p o n s e  t o  a  q u e s t i o n ,  e x p l a i n e d  t h a t  A l a s k a ' s  
a n t i t r u s t  s t a t u t e  i s  p a t t e r n e d  a f t e r  f e d e r a l  l a w ,  b u t ,  a g a i n ,  i s  
l a c k i n g  p e n a l t y  p r o v i s i o n s .  A l t h o u g h  s o m e  i s s u e s  r e g a r d i n g  
c o m p e t i t i o n  h a v e  b e e n  r a i s e d  o v e r  t h e  l a s t  f e w  y e a r s ,  t h e  D O L  
h a s  n o t  y e t  h a d  a  c h a n c e  t o  f o c u s  o n  t h e  s t a t e ' s  a n t i t r u s t  l a w .

3 : 4 9 : 0 0  PM

R E P R E S E N T A T I V E  K A W A S A K I  o f f e r e d  h i s  u n d e r s t a n d i n g  t h a t  a n  
a r t i c l e  i n  t h e  A n c h o r a g e  D a i l y  N e w s  i n d i c a t e s  t h a t  9 5  p e r c e n t  o f  
a l l  t h e  g a s o l i n e  u s e d  i n  t h e  s t a t e  i s  r e f i n e d  i n  A l a s k a .  H e  
a s k e d  w h e n  t h e  D O L  w i l l  b e  a b l e  t o  r e l e a s e  i t s  f i n d i n g s
r e g a r d i n g  t h e  c u r r e n t  i n v e s t i g a t i o n .

M R .  S N I F F E N  s a i d  h e  h o p e s  t o  b e  a b l e  t o  s h a r e  s o m e  p r e l i m i n a r y  
f i n d i n g s  b e f o r e  t h e  e n d  o f  t h e  y e a r .

R E P R E S E N T A T I V E  K A W A S A K I  a s k e d  h o w  t h e  D O L  w i l l  d e t e r m i n e  t h e  
v e r a c i t y  o f  t h e  a r g u m e n t  t h a t  r a c k  p r i c e s  a r e  d r i v e n  b y  m a r k e t  
f o r c e s .

M R .  S N I F F E N  s a i d  t h a t  t h e  D O L  i s  a s k i n g  r e f i n e r s  h o w  m u c h  i t
c o s t s  t o  p r o d u c e  " a  u n i t , "  w h a t  t h o s e  c o s t s  c o n s i s t  o f ,  a n d  w h a t
c o s t s  a r e  v a r i a b l e  f r o m  y e a r  t o  y e a r .  H e  s u r m i s e d  t h a t  m a n y  o f
t h o s e  c o s t s  w o n ' t  h a v e  a c t u a l J y  c h a n g e d .  H o  w e n t  o n  t o  s a y :

B a s e d  o n  t h a t  i n f o r m a t i o n ,  I  c a n  g e t  a  g o o d  i d e a  o f  
w h y  ( t h e  r a c k  p r i c e ]  . . .  s h o u l d  c h a n g e  o t h e r  t h a n  
L h e  c r u d e  p r i c e  a n d  w h a t ' s  g o i n g  i n t o  t h a t  d e c i s i o n .
A n d  s o  w e ' 1 J h a v e  s o m e  e c o n o m i c  a n s w e r s  [ t o  t h e  
q u e s t i o n  o f ]  . . .  w h a t  a r e  t h e  s t i m u l i  t h a t  w o u l d  c a u s e  
a  [ g a s o l i n e ]  p r o d u c e r  t o  c h a n g e  t h e i r  p r i c e s  a t  t h e  
r a c k .  . . .  W e ’ r e  g o i n g  t o  t r y  a n d  a i s s e c t  i t  o u t ,  t o  
a l l  i t s  c o m p o n e n t  ^ a r t s  a s  m u c h  a s  w e  c a n ,  a n d  c o m e  u p  
w i t h  h o w  i t  i s  t h e y ' r e  j u s t i f y i n g  t h e i r  r a c k  r a t e s .

M R .  S N I F F E N ,  i n  r e s p o n s e  t o  a  q u e s t i o n ,  s a i d  h e  d o e s n ' t  t h i n k  
t h a t  t i n s  t y p e  o f  i n f o r m a t i o n  w a s  s o u g h t  d u r i n g  t h e  l a s t  
i n v e s t i g a t i o n ,  a n d  t h e  r e p o r t  t h a t  w a s  m a d e  p u b l i c  w a s  j u s t  a  
s u m m a r y  o f  t h e  D O L ' s  c o n f i d e n t i a l  r e p o r t .  H o  m e n t i o n e d  t h a t  h i s  
o f f i c e  w i l l  a l s o  b e  s e e k i n g  t h e  a f o r e m e n t i o n e d  i n f o r m a t i o n  f r o m  
r e f i n e r s  o u t s i d e  o f  A l a s k a .

R E P R E S E N T A T I V E  K A W A S A K I  p a r a p h r a s i n g  f r o m  t h e  f i n d i n g s '
p o r t i o n  o f  a  d o c u m e n t  t i t l e d ,  " A l a s k a  P e t r o l e u m  P r o d u c t s  P i  i c i n g  
I n v e s t i g a t i o n  C l o s i n g  R e p o r t ,  P r e p a r e d  b y  t h e  A l a s k a  D e p a r t m e n t  
o f  L a w  N o v e m b e r  2 1 ,  2 0 0 2 " ,  a n d  n o t i n g  i t s  u s e  o f  t h e  t e r m
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" p a r a l l e l  p r i c i n g "  -  a s k e d  f o r  m o r e  i n f o r m a t i o n  a b o u t  p a r a l l e l  
p r i c i n g .

M R .  S N I F F E N  e x p l a i n e d  t h a t  p a r a l l e l  p r i c i n g  i s  w h a t  o c c u r s  w h e n  
a  p e r s o n  c a n  s e e  w h a t  a  c o m p e t i t o r  i s  c h a r g i n g  f o r  a  p r o d u c t  o r  
s e r v i c e  a n d  t h e n  s e t s  t h e  s a m e  p r i c e  f o r  h i s / h e r  p r o d u c t  o r  
s e r v i c e .  T h e  e x i s t e n c e  o f  p a r a l l e l  p r i c i n g  d o e s  n o t  n e c e s s a r i l y  
m e a n  t h a t  c o l l u s i o n  i s  o c c u r r i n g ;  i t  i s  s i m p l y  t h a t  s o m e o n e  h a s  
m a t c h e d  a n  a d v e r t i z e d  p r i c e ,  a n d  i n  t h e  r e t a i l  g a s o l i n e  
b u s i n e s s ,  p r i c e s  a r e  d i s p l a y e d  f o r  e v e r y o n e  t o  s e e .  T h e  s a m e  
c a n  b e  s a i d  t o  s o m e  e x t e n t  w i t h  r e g a r d  t o  r a c k  r a t e s  b e c a u s e  
t h e r e  a r e  s e r v i c e s  t h a t  t r a c k  r a c k  r a t e s .  H e  s a i d  t h a t  w h e n  
c o n s i d e r i n g  t h e  q u e s t i o n  o f  w h y  r e t a i l  p r i c e s  a r e  q u i c k  t o  
i n c r e a s e  a n d  s l o w  t o  d e c r e a s e ,  o n e  m u s t  r e a l i z e  t h a t  w h e n  t h e  
c o s t  o f  f u e l  r i s e s ,  t h e r e  i s  a n  i m m e d i a t e  e c o n o m i c  i n c e n t i v e  t o  
r a i s e  r e t a i l  p r i c e s ,  b u t  w h e n  t h e  c o s t  o f  f u e l  d e c r e a s e s ,  t h e r e  
i s  n o  e c o n o m i c  i n c e n t i v e  t o  l o w e r  p r i c e s  u n t i l  t h e  c o m p e t i t i o n  
d o e s  s o .  T h e  s a m e  i s  t r u e  o f  r a c k  r a t e s .  O n e  p o s s i b l e  r e a s o n  
t o  l o w e r  o n e ' s  r a c k  r a t e s  b e f o r e  t h e  c o m p e t i t i o n  d o e s  s o  w o u l d  
b e  t o  o b t a i n  m o r e  o f  t h e  m a r k e t  s h a r e ,  b u t  i n  A l a s k a ,  t h e  m a r k e r  
s h a r e  f o r  t h e  r e f i n e r s  i s  p r e t t y  m u c h  a l r e a d y  d i v i d e d  u p  d u e  t o  
t h e  g e o g r a p h i c  l o c a t i o n s  o f  t h e  r e f i n e r i e s ,  a n d  s o  n o t  m u c h  
c h a n g e  i s  g o i n g  t o  o c c u r .  A n d  g i v e n  t h a t ,  i t ' s  s i m p l y  j u s t  
e a s i e r '  f o r  t h e  r e f i n e r s  t o  m a i n t a i n  s i m i l a r  [ h i g h ]  r a c k  r a t e s .

1 I  PM

C H A I R  R A M R A S  c h a r a c t e r i z e d  t h e  c u r r e n t  s i t u a t i o n  r e g a r d i n g  t h e  
r e f i n e r s  a s  a  d u o p o l y ,  a n d  a g a i n  p r e d i c t e d  t h a t  i f  s o m e o n e  
u n d e r t o o k  t o  i m p o r t  i n e x p e n s i v e  g a s o l i n e  t o  t h e  s t a t e ,  t h e  
r e f i n e r s '  r a c k  r a t e s  w o u l d  i m m e d i a t e l y  d r o p .

M R .  S N I F F E N  c o n c u r r e d .

R E P R E S E N T A T I V E  G R U E N B E R G  p o s i t e d  t h a t  t h e  a f o r e m e n t i o n e d  
f o r t h c o m i n g  c o m m i t t e e  r e p o r t  c o u l d  p r o v i d e  g u i d a n c e  t o  t h e  n e x t  
l e g i s l a t u r e .

A D J O U R N M E N T

T h e r e  b e i n g  n o  f u r t h e r  b u s i n e s s  b e f o r e  t h e  c o m m i t t e e ,  t h e  H o u s e  
J u d i r i  i r /  S t a n d i n g  C o m m i t t e e  m e e t i n g  w a s  a d j o u r n e d  a t  4 : 0 1  p . m .

HOUSE JUD COMM ITTEE -4  5- S e p t e m b e r  10 , 2 0 0 8









M o t o r  G a s o l i n e  S a l e s :  S e l e c t e d  S t a t e s  

J a n u a r y  -  D e c e m b e r  2 0 0 7

U.S. 
Ra r \ State Volum es

As Percent 
o f Total U.S.

(M illion Gals.) 

(1)

(Percent)

(2)

1
■

C alifornia 15,591 11.3%
■

16
•

W ashington 2,780 2.0%
■

30
■

O regon 1,533 1.1%
■

43
•
■

Hawaii 474 0.3%

50 Alaska 268 0.2%

■■■' • .
. ■ - f f

"V ■■ / i
V- ' ’ '• ' Source: EIA, Prime Supplier Sales of WotorGasoline by State. .

m



Description Alaska West Coast

( 1 ) ( 2 ) ( 3 )

N u m b e r  o f  R e f i n e r i e s : 2 1 8

N u m b e r  o f  R e f i n e r s : 2 1 0

A v e r a g e  C a p a c i t y  ( M B / D ) : 6 0  * 1 4 0

A v e r a g e  C o m p l e x i t y : 3 . 3 1 0 . 8

* Flint Hills refinery has th roughpu t capacity o f approxim ately 200 MBD but produces only about 50 MBD product.
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G a s o l i n e  D e m a n d  i n  A l a s k a  i s  M o r e  S e a s o n a l  t h a n  W e s t  C o a s t  

1 0 - y e a r  A v e r a g e s  ( 1 9 9 9 - 2 0 0 8 )  ,  ‘

W e s t  C o a s t  G a s o l i n e  D e m a n d

^ Sum mer = 3% above average



. Comparison of Regular Unleaded Retail Gasoline Prices (After Taxes)
- Anchorage, Seattle and ANS Crude Oil

January 2004 -  October 15,2008 ; ‘



G a s o l i n e  T a x e s  b y  S t a t e

e n e r g y • ' Gasoline Taxes .
Combined Local, State and Federal (Cents Per Gallon) ■OCTOBEH 2008

41.9

38.4 (DC)

U.S. Average: 48.4



G a s o l i n e  T a x e s  b y  S t a t e

e n e rg y * Gasoline Taxes
Combined Local. State and Federal (C en tne r Gallon) OCTOBER 2008

43.4
43.4

46.2

32.4

41.4

42.4

45.3

44

40.4

41.9

42.9
40.4

37.4 36.1

43.4

35.4

38.4 (DC)

51.0
38.4

40.2

38.4

352

372  39,3 46 5 Greater than 48 4 

40 484 

Less than 40
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A n c h o r a g e ,  S e a t t l e  a n d  A N S  C r u d e  O i l  

N o v e m b e r  2 0 0 7  -  O c t o b e r  1 5 , 2 0 0 8  ,



Comparison of Regular Unleaded Retail Gasoline Prices (Before Taxes)
Anchorage, Honolulu, Seattle and ANS Crude Oil
November 2007 -  October 15,2008



Comparison of Regular Unleaded Rack Gasoline Prices (Before Taxes)
Anchorage, Seattle and ANS Crude Oil ’
January 2004- October 15,2008

Sou rce : OPIS ; P la tts .



A l a s k a ,  W a s h i n g t o n  a n d  A N S  C r u d e  O i l  

J a n u a r y  2 0 0 4 - J u l y  2 0 0 8
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L e g i s l a t i v e  T e l e c o n f e r e n c e  N e t w o r k
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W h at ’s the deal? Last Thursday,  October lb"' I drove back to Hom er from Anchorage. 
In Anchorage 1 paid $3.59 per gallon when I arrive five hours later, having driven 225 
miles to Homer,  gas was still priced $4.26 per gallon.

Why are we paying this price for the resource that is being removed from Cook Inlet 
and being processed nearby? “Outside” this week gas is priced less than three dollars a 
gallon.

Please look into the gas price discrepancy both on the Kcnai Peninsula  related to 
Anchorage and Alaska compared to the lower forty-eight states.
Thank you 
Brenda Dolma
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J a n e  P ie r so n

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

Sent: Friday, October 24, 2008 11:30 AM
To: Avanti Corp., Rep. Jay Ramras; Rep. Mike Hawker

Subject: RE: Gasoline prices

Mr Gardner

Thank you for your e-mail and your interest in Alaska's gasoline prices I'll try to answer as many of your 
questions as I can.

1. Tesoro has refiners across the Wcot ( oast, including Washington California, Hawaii, Utah and North 
Dakota Tesoro does ship some gasoline outside Alaska, but not much

2. The demand for gasoline in Alaska is fairly static Lowering prices does not mean Tesoro would sell more 
fuel if the other stations also lowered their orices

.». Shell does not ship their fuel to a refinery in the lower 48 then back up to Anchorage

4. Station owners cannot "switch to different brands of gasoline unless they are independent stations Most 
stations in Alaska are Branded'' stations and have contracts with Tesoro. Chevron Shell or other 
suppliers for the purchase and sale of fuel under a brand name

5 The legislature is considering some kind of regulation for Alaska refineries but this also has its problems 
Hawaii tried to regulate the wholesale price of gasoline he the refineries) in 2004 and it did not /ork well 
The Hawaii Legislature let that law lapse and is not considering any new attempts to regulate gasoline

6. Because the demand for fuel in Alaska is relati ely small (the smallest m the nation) and is not growing 
much the economics of adding additional refining capacity in Alaska (either from a state owned refinery or 
another private refinery) is questionable We currently have enough refining capacity to eet the gasoline 
needs of the State A new refinery would mean that an existing .efinery would either lose market share, 
would have to reduce production (which is very costly) or would have to export gasoline The impacts of 
this scenario on local gasoline prices is uncertain Southeast communities would probably receive no 
benefit at all unless the refinery was located in Southeast Alaska

Gasoline pricing in Alaska is very complex, and the market for gasoline here is substantially different that just 
about any place in the U S Because the state does not regulate the price of gasoline, suppliers and retailers 
can price it however they want so long as the price is not the result of illegal conduct like price fixing, or 
collusive conduct Our current investigation is focused on whether there is such collusion between or among 
the suppliers and sellers of gasoline We hope to publish some preliminary results from our investigation by 
the end of the year

Thanks you again Please let me ow if you have any questions

Clyde E. Sniffen Jr.
Senior Assistant Attorney General 
Commercial and Fair Business Section 
Alaska Department of Law 
1031 West 4th Avenue #200 
Anchorage. AK 99501 
(907) 269-5200

From: Avanti Corp. [mailto:avanti@mtaonline.net] 
Sent: Friday, October 24, 2008 10:58 AM

10/24/2008

mailto:ed.sniffen@aiaska.gov
mailto:avanti@mtaonline.net


Page 2 of 2

To: Sniffen, Clyde E (LAW); rep.jay.ramras@legis.state.ak.us; iep.mike.hawker@legis.state.ak.us 
Subject: Gasoline prices

Gentlemen,
In reading the Anchorage Daily News today, “Local Gas Prices Still Lead nation". There are a few things that I am 
curious about.

Tesoro is opening new gas stations in the lower 48 and not in Alaska Are they supplying those stations with their 
own fuel from Alaska?
If Tesoro and Flint Hills lowered their price, They would probably sell more fuel.
Shell Oil, ships their fuel to a refinery in the lower 48, and then ships it to Alaska in a Large Tanker Ship, and then 
delivers it to the local Stations while still being competitive with Tesoro and Flint Hills?
If a station owner switches to Shell gasoline, they receive a 4 cent per gallon discount for a few years, (told to me 
from a station owner 2 yuars ago)
The refineries should be regulated. Maybe the State of Alaska should build their own refinery to keep everyone 
competitive.
Have a great day and thank-you for your time.
Paul Gardner

10/24/2008

mailto:rep.jay.ramras@legis.state.ak.us
mailto:iep.mike.hawker@legis.state.ak.us
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J a n e  P ie r so n

From: John Manly
Sent: Tuesday, October 21, 2008 4:07 PM

To: Jane Pierson
Cc: John Bitney
Subject: gas prices

Hi, J a n e  —  I g o t  a  ca l l  V o m  a  c o n s t i t u e n t  a t  K e n n y  L a k e  ( a c t u a l l y ,  o n e  o f  W o o d y ’s )  w h o  is 
u p s e t  a b o u t  t h e  d i s p a r i t y  in p u m p  p r i c e s  b e t w e e n  A l a s k a  c o m m u n i t i e s .  F o r  e x a m p l e ,  t h e  p r i c e  
in P a l m e r  is  $ 3 . 5 5 ,  b u t  it’s  $ 4 . 2 1  in G l e n n a l l e n / K e n n y  L a k e .  S h e  s a i d  s h e  w a s  r e c e n t l y  in T o k ,  
w h e r e  t h e  p r i c e  a t  t h e  T e s o r o  w a s  a b o u t  3 0  c e n t s  c h e a p e r  t h a n  a t  G l e n n a l l e n ,  a n d  w h e n  s h e  
a s k e d  t h e  o p e r a t o r  w h e r e  t h e y  g o t  t h e i r  g a s ,  h e  s a i d  it w a s  d e l i v e r e d  b y  C r o w l e y  f r o m  
G l e n n a l l e n .  I d o n ' t  k n o w  if t h e  c o m m i t t e e  is g o i n g  t o  b e  dr i l l ing  d o w n  t h i s  f a r  in t o  t h i s  i s s u e ,  b u t  
it w o u l d  b e  n i c e  if w e  c o u l d  g e t  s o m e  r a t i o n a l  e x p l a n a t i o n  fo r  t h a t  k i n d  o f  p r i c e  s t r u c t u r e .  
T h a n k s  —  J o h n

0

10/21/2008



J a n e  P ie r s o n

Subject:

From:

k ' :
Cheryl Hanson [chanson@dgsd.k12.ak.us] 
Saturday, October 18, 2008 2 41 PM 
Rep. Jay Ramras 
Question For You

Follow Up Flag: 
Flag Status:

Follow up 
Red

Dear R e p r e s e n t a t i v e  Ramras,

My husband  and I had t h e  p l e a s u r e  o f  s p e a k i n g  w i t h  R e p r e s e n t a t i v e  H a r r i s  d u r i n g  t h e  
D e l t a n a  F a i r  a t  t h e  end o f  J u l y .  We had a v e r y  long o . s c u s s i ' n  r e g a r d i n g  many t h i n g s .

One o f  t h e  t o p i c s  t h a t  we c o v e r e d  was t h e  h igh  p r i c e  o f  g a s o l i n e  i n  o u r  s t a t e .  My 
q u e s t i o n  was why were we p a y in g  so  much more f o r  our  g a s o l i n e  c o n s i d e r i n g  t h a t  we p ro d u c e  
i .  i n  o u r  s t a t e .  R e p r e s e n t a t i v e  H a r r i s '  r e p l y  was t h a  ~ we had t o  k eep in g  l i n e  w i t h  t h e  
n a t i o n a l  a v e r a g e .

Well t h e  p r i c e  f o r  a b a r r e l  o f  o i l  i s  now down below J O  and  I have y e t  t o  s e e  t h a t  we a r e  
k eep in g  up w i th  t h e  n a t i o n a l  a v e r a g e .  I ' v e  been w a t c h . n g  t h e  p r i c e s  i t  our  pumps h e r e  i n  
D e l t a  and t h e r e  have been  v e r y  l i t t l e  a d j u s t m e n t .

One Day my husband  and I were in  one o t  t h e  g a s o l i n e  s t a t i o n s  and when we a s k e d  t h e  c l e r k  
b e h i n d  t h e  c o u n t e r  when we would s e e  some r e l i e f .  Her r e s p o n s e  was t h a t  i t  would be a

w a d j u s t m e n t . A l s o ,  b e c a u s e  we g e t  our f u e l  b r o u g h t  i n  from Anchorage t h e r e  were add* I 
c o s t s .  We have a lw ay s  had our  f u e l  b r o u g h t  i n  from A n c h o r a g e . Vet ,  i f  t h e  p r i c e  o f  
c a r r e l  o f  o i l  goes up t h e  p r i c e  o f  g a s o l i n e  a t  t h e  p u r '  can go up 25 c e n t s  o v e r n i g h t .

■k t h e n  a s k e d  h e r  who t h e y  g o t  t h e i r  f u e l  from and She s a i d  s h e  to u ld  net  t e l l  u s .  She 
n s  t h e n  v e r y  d e f e n s i v e .  My r e s p o n s e  . o h e r  was,  " i s  s s e c r e t ? "  And s h e  r e s p o n d e d  
^saying , "Yes, i t  i s  a s e c r e t . "

Ft q u e s t i o n  to  you i s ,  when a r e  we ge ing t i cha  ■ . Whei i r e  jo ing  • i •• i n - l i n e
w i t h  t h e  n a t i o n a l  a v e r a g e ?  A l s o ,  ir* y . ic. : ■. j . • he bvi  *pi . l g in g ? "

Thank you for y ur time,
‘■'tseryl Hansen 
D e l t a  Ju r ict  ior.

hop* t h a t  ■ ' i ■ . 1 iv< in  in a r e a  t h a t  sn '1  iqta , ncerh.H w i l t  m a t t e r .

i

mailto:chanson@dgsd.k12.ak.us


Anchorage International Airport 
Jet fuel prices

1 0 /2 3 /0 8

Are these excessive fuel prices passed on to the national and international 
users o f  jet fuel at Anchorage International ?

If not? Why not? If so? W hy?  At o n e t im e ‘they’ were bring in foreign jet 
fuel, are they still ?

What is the price o f  jet fuel at Anchorage international V. elsewhere? V. 
Prince George?

Prince George is after Anchorage International Airports business. Prince 
George asserts that they are now the low cost provider.

Once Prince George gets some Anchorage International’s carriers they will 
take almost all o f  the rest o f  the international carriers thus it is critical to see 
that Anchorage International keeps competitive and act before the fact not 
after the fact. Not much point in closing the barn door after the horses are 
gone!

Jerry McCutcheon susitnahydronow(« yahoo.com
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Oil Falls Near $70 a Barrel, 16-Month Low, Alarming More Art,c,esB“5,ne” ” 
OPEC

JAtlMOUAWAIj

Oil p rices  p lu m m e te d  on Th u rsd ay ,  ta il ing below $?o  a barrel  for the 
first t im e  in 16 m o n th s ,  an d  p ro m p t in g  t h e  O l ’FC cartel  to call for an  
em ergen cy  m ee t in g  next  week

The rap id  decline  in prices h ad  a la rm e d  pe tro leu m  executives arid oil 
p ro d u ce rs  w ho a re  becom ing  increas ing!) n e rvous  tha t  it is 
u n d e rm in in g  the  stability o f  energy  m a rk e ts

sign >n toewi.
O R  S A V L  TH IS  

P R IN T  

P C  P R IN T S  

S M 4 B F

H . A M D O N  

I H I  N O V  I I

O n '.-, v io / v  vv ti f i f . u l l i f n

T i m  N m v  Y o r k  T i m e s  a n d  Ltnkc-ciln h a v e  t e a m e d  u p  

t o  g i v e  y o u  c u s t o m i z e d  I n d u s t r y  n e w s .  A u t o m a t i c a l l y .

Oil p rices  have d ro p p ed  sh arp ly  in recent  w eeks am id  th e  econom ic  crisis an d  lower 
c o n s u m p t io n  in developed  na tio ns  In New Y'ork, oil fu tures  fell as  m u ch  as  W percent ,  to 
SoH 5 " a barrel ,  on  Thursday,  th en  low est s ince J u n e  2 0 0 ?. At the  close, oil was (low n 
$4.(19 a barrel ,  to  $(19 B y

( >il has lost hall  its value since  hitting a record  dosing price  ol $i | y e n  a barre l  in ,)idv.

Wlnie not  a quilt- rout,  the  prec ip i tou s  d ro p  u nd e rm in e s  the  elusive ipicst for stability 
that  both  oil p ro d u c e rs  and  p e tro le u m  executives say the)  need  to  invest  ovei the long 
te rm  Thursday  s sh a rp  decline  m o ved  O l ’FC m e m b e rs  to sch edu le  an em ergency  
m ee t in g  tor  next  week to look for wavs to s tem  th e  pr ice  decline Analysts  expect the 
carte l  s p ro d u c e rs  to reduce  their p ro d u c t io n  In about  a million ba rre ls  a das

The su rp r i s e  a n n o u n c e m e n t  ca m e  a week after the  O rganiza tion  ol the  P etro leum  
Ivvportmg Countr ies ,  which co n tro ls  abou t  .pi percent  ol the  world s oil exports ,  said its 
m e m b e r s  would  meet  in N ov em b er  a m id  grow ing  u nease  over th e  s i tu a t io n ." lint som e  
O l’HC m e m b e r s  b ase  been  a la rm ed  at the  panic  sel ling in the  com m odity  m ark e ts  and  
successful!)  lobbied lor an  earl ier m ee t in g

I lie co ncern  now lor both  p ro du ce rs  a n d  p e tro leu m  executives is that  the  tail oil m  prices 
could c r im p  inves tm en ts  an d  reduce  rev en u e  Iran 's  oil m in is te r  tiholauilios.sem N o/a l l .  
told rep o r te rs  in T e h ra n  on  Tuesday ,  i hoik the  low price is a real  d a m a g e  to the  fu tu re  
ol p ro du c t io n

The sa m e  ques t io n  is also  w eighing  on  i h c i i n m l n i  m any  e n erg y  exper ts  Is the  oil 
indus try  about  to repeal  the  e r ro r s  ol th e  past ,  an d  slash inv es tm en ts  as prices fallr* Since 
oil is a cyclical bus iness ,  som e  energy  ana lys is  (ear  that  today 's  do w n tu rn  could set the  
s tage for a new- price rally if oil co m p a n ie s  < ut th e i r  exp lo ra t ion  sp end in g

F rom  Us incep tion  m ore  th a n  a ce n tu ry  ago, the  oil industry  has gone  th rou g h  countless  
cycles, a n d  uil co m p an ie s  have  o ften  n nd o r in ve  >ted in p e r iod s  of falling prices Hie price 
collapse of the lo S o s  forced c o m p a n ie s  to  slash  n ves tn icn ls  and p ro m p ted  a wave of 
m e g a m e r g e r s  th ro u g h  the  sec tor

But tlv indus try  s r e t re n c h m e n t  in the  face of low er prices left the  world  sc ram bling  lor

hitp: w w w.nytim es.com /2008/10/1 7/busincss/worldbusincss/] 7oil.him l? r l& hp& oref ... 10/16/2008
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o il when demand from Asian and Latin American economies soared.

Now. afte r nearly a decade o f grow th , the economic slowdown means there w ill be less 

demand for energy in the foreseeable future .

These concerns were on the m inds o f petro leum executives who gathered at an industry 

conference in Venice last weekend. The titans o f the o il industry worried that a prolonged 

recession, tig h te r credit and low e r energy consumption would mean slower grow th in 

energy supplies in com ing years. The credit freeze has already forced some projects to be 

sealed back, some energy analysts said

“Th is is a real tes t." Jeroen van der Veer, the chief executive o f Koval Dutch Sia.ll, said 

during an in te rv iew on the sidelines o f the conference. "Some people w ill be 

overstretched and there w ill be some delays in some projects,"

Hut if companies pared th e ir investments, they would set the stage fo r a surge in prices 

when demand eventually picks up. said .1 Robinson West, the cha irm an o f I’ h'C Kncrgy. 

the consu lting company that held the conference.

Many experts have warned tha t such a squeeze may occur in the next live years, and 

could once again propel o il prices in to trip le -d ig it te rr ito ry . In the last decade, the grow th 

in o il consumption has outpaced the ab ility o f producers to increase production .

A senior o il executive said th .il the industry was determ ined not to let history repeat 

itself. Many o il executives do not expect the curren t crisis to fundamenta lly a lte r the fact 

that developing economies w ill need more energy By 2 03 0 . more than three-quarters ol 

the world s energy w ill s till be derived from hydrocarbons, inc lud ing o il. gas and coal

'Investments in exp lo ra tion and production are very much linked to the price o f o il.” said 

D id ic i lloussn i, the head ot o il markets at the In te rna tiona l Kncrgy Agcncv. w hich 

advises indus tria l nations on energy policy "What we can fear is tha t the financia l crisis 

leads to delays in many pro jects "

The drop in prices has already created problems lo r producers, who have become 

accustomed to high prices. Iran and Venezuela both need o il j . ices at $95 a barrel to 

balance the ir budgets. Russia needs $70 , and Saudi A rabia needs $55 a barrel, according 

to I leulsclic Hank estimates A lgeria 's oil m in is te r, C liukib KJiclil. estimated on Thursday 

that the "idea l" price to r crude o il was S "o to S90 a barrel.

In Russia, which is not part o f ( ) |’ K l’ , the d rop in prices is threaten ing to the country s 

ab ility to bolster production . The Russian government has reportedly agreed to allocate 

$0 b illio n to its lo u r major producers l.u ko il, 1 iazprom . Kosnott and IN K B l’ to help 

them cope w ith investment needs am id the credit crisis.

In the United States. Chesapeake Energy, a gas producer, has recently indicated that I 

w ill reduce its capita l investm ents over the next few years in response to fa lling prices.

Global o il demand is undeniably slow ing, particu la rly in developed 11 at ions. Japanese o il 

consumption dropped 12 percent ii \ 11guxt, wh ile in the United Stales, demand has been 

cut by 8 percent in September.

Still, consumption »grow ing in developing nations, albeit at a slower pace The 

In te rna tiona l Energy Agency expects global o il demand to grow by jus t 4 on .non barrels a 

day Ib is year, to 8 0 .f> m illio n barre ls u day. At the beginning o f the year, the agency was 

expecting grow th ol more than 2 m illio n barrels fo r 2 0 0 8 .
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How Decreases in Oil Translate at the Pump

T h e  A v e r a g e  P r i c e  o f  G a s  D r o p p e d  4  C e n t s  a  G a l l o n  L a s t  W e e k  

By  RYAN O W E N S ,  C O L E  KAZDIN a n d  MU TALE N K O N D E  

J u l y  2 1 ,  2 0 0 8  —

Drivers received a br ief  reprieve from soaring gas prices when the price o f  oil dropped $16 a barrel last 
week, but consumers  should pump the brakes on the idea o f  a large, instant price reduction at their local 
stations.

"I do not think that lower oil prices will mean lower prices at the pump immediately." said McGuire 
Tnergy Institute director Bruce Bullock.

I hough the price decrease o f  crude oil last week was the biggest three-day drop in decades, it only 
resulted in easing the nation's average cost per gallon from $4.1 I to $4.07. according to AAA.

hconomist s  said roughly every dollar change in the price o f  oil moves the price o f  gasoline two-and-a- 
ha l f  cents. So. a $16 decline in oil prices should produce a 40-cent  drop in gasoline prices.

But such a decrease takes time to show up at the pumps. AAA predicts il the price o f  oil can stay below 
Slot)  a barrel and that's a big if the price at the pump will decrease even more.

"We should see the national average price o f  gasoline drop from where it is today around $ 4 . 11 per 
gallon to below $4." said Geof f  Sundslrom. o f  AAA.

Drivers aren't the only ones who would benefit from such a decline. I he country's major airlines also 
need a break from sky -high iet fuel prices, which have grounded (lights, forced carriers to raise ticket 
prices and lay o ff  employees.

Oil would have to >1 ide much further to take the pressure of f  the airline industry and McGuire Energy' 
Bullock predicted the price per barrel will likely increase.

"I think over  time we will see $150 a barrel, certainly by the end o f  the year." Bullock said.

Copyright  1 2008 ABC News Internet Ventures
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Oil price slides below $72 to 13-month low
Oct 15 08:16 AM US/Eastern

The price of oil slumped below 72 dollars on Wednesday, its lowest level for more than 
13 months, as recession fears raised concerns about a prolonged drop in energy 
demand, analysts said.

The global financial crisis will give a vicious twist to an economic slowdown and is hitting 
world demand for oil, although the effect on emerging economies is unclear, OPEC said 
on Wednesday

The Organization of Petroleum Exporting Countries slashed its estimate of growth in 
demand this year and shaved its estimate for 2009, largely because of an "excessive" 
easing of demand in the United States, the single biggest energy market

Prices also fell Wednesday on news that a Nigerian court has ordered Anglo-Dutch 
energy giant Royal Dutch Shell to hand over land to locals a key demand of armed 
rebels camped in Nigeria's oil-producing region

Brent North Sea crude for November delivery fell to 71 60 dollars a barrel -  the lowest 
level since August 2007 -  before recovering to 72 41 dollars, down 2 12 dollars 
compared to Tuesday's close

New York’s main contract light sweet crude for November, shed 1 98 dollars to 76 65 
dollars

Brent crude has fallen by more than half from a record high 147 50 dollars in July, when 
prices rocketed on fears of supply disruptions.

Oil prices are sliding on "concerns that the coordinated action by central banks over the 
last week will not be enough to rescue economies from falling into a global recession 
and hence weighing on oil demand " Sucden analyst Nimit Khamar said

A top US central banker Janet Yellen, said Tuesday that the United States "appears to 
be in a recession " There are also growing fears Japan and Europe aie heading for a 
spell of economic stagnation or recession

the German economy is heading for a slowdown but the downturn will not be a long- 
lasting one Chancellor Angela Merkel said Wednesday

Meanwhile a Nigerian court ordered Shell to hand over land around its giant Bonny oil 
terminal to the local population, the multi national said Wednesday

'The ruling was given some months ago but we have appealed." Shell's spokesman in 
Nigeria, Precious Okolobo, told AFP

He did not say whether oil lifting and export activities at the terminal, considered to be 
the largest in Africa, would be affected by the ruling

Markets were meanwhile awaiting the latest weekly snapshot of US energy inventories 
due Thursday for a lead on the state of demand for oil in the world s biggest consumer of

htip://\v\\vv.bivitbari.com /print.php?id 0 8 1 0 15 )2 1 543.ctl0v95y& sho\v  article I 10 15/2008
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The Department of Energy's latest data on inventories has been delayed a day owing to 
a public holiday in the United States on Monday.

Oil traders were also looking ahead to an extraordinary meeting of OPEC on November 
18 as member countries fret over falling prices, with some calling for cuts in output as a 
result.

Copyright AFP 2008, AFP stories and photos shall not be published, broadcast rewritten tor broadcast or 
publication or redistributed directly or indirectly in any medium
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S t u d y  t o  l o o k  a t  o i l ,  g a s  i n f r a s t r u c t u r e

Fir m s  to review, rank the risks along state's agi n g  pipeline, oil 

fields

A N C H O R A G E  - A stuck o f  risks posed by Alaska's aging oil and gas 
infrastructure will begin this fall.

I'he study, authorized by the Alaska Legislature, i n v o k e s  a lengtln review 
and ranking o f  oil and gas-i elated risk along the 800-mile t rans-Alaska oil 
pipeline, the Valdez t anker  port, and North Slope and C’ook Inlet fields. The 
study w ill not be finished until early 2010.

• I he study was an outgrow th o f  spills, leaks and corrosion discovered on the 
North Slope in recent y ears. I he legislature approved S5 million for the 
s tudy.

"Some of the things they should have done already ." said Rep. David 
Guttenberg. D-bairbanks. who has worked construction jobs  on the North 
Slope.

Accidents on the Slope keep happening,  he said, noting a high-pressuie 
natural gas pipeline at Prudhoc May that blew up last week. I he incident sent 
a pipe segment onto tundra and led to a shutdown at two oil product ion pads

I oaks from two corroded oil pipes in 2006 cans i half  o f  Prudhoc May to 
shut down for weeks,  temporarily slowing oil revenue to the slate

Prudhoc May oil Held operator  MP is replacing 16 miles worth o f  corroded 
pipe at a cost o f  $260  million.

Prudhoc May. the North Slope's oldest field, was built more than M) years 
ago.

"No one has really taken a comprehensive look at the whole sy stem before." 
said Ira Rosen, the Alaska Department  o f  Environmental  Conserv ation 
manager running the project.

http://juneauempirc.com/cgi-bin/printit2000.pl 10/7/2008
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The study group includes two consulting firms, Doyon Emerald o f  
Anchorage and Houston-based ABS Consulting. The group will look at• paperwork and it's unclear how much t ime it will spend in the field inspecting 
oil and gas equipment,  Rosen said.

BP has a long history o f  cooperat ing with state agencies, said spokesman 
Steve Rinehart, but its participation in the study has not been determined.

"1 hey haven't actually said what it is they'd like us to do yet." he said.

I he scope o f  the study also has not been determined. The state this month is 
hosting public meet ings to hear what Alaskans say the study should focus on.

A recent meet ing in Fairbanks drew more regulators and contractors than 
members  o f  the public, according to people who at tended it. Some who 
attended came away with differing opinions on whether the stud), was on the 
right track.

Richard l inebcrg. a longtime oil industry watchdog, said he is worried that 
the state's team will not spend enough time in the Held or gel access to 
important facts.

"It runs the risk o f  being a highly bureaucratized thing." he saiu

• An en\  ironmentalist who went to the meeting, t iabe Scott o f  Cordova,  said 
the study .hould take a hard look at oil-Held management  and cost-cutting.
I le also say the study team should weigh the benefits o f  creating a citizen 
group to monitor the t rans-Alaska oil pipeline.

Cil i /cn groups backed financially by the oil industry monitor  tankers in Cook 
Inlet and Prince \ \  illiam Sound, but do not monitor  activity on the North 
Slope or in communit ies  along the pipeline route, he said.

I lie public meeting for comment in Anchorage area is scheduled for Oct l> 
Click here to return to s to ry .
http juneauempire .com stories 100708 sta T l I 2 7 ’50t).shlml
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Oil prices dropped sharply on Monday as the House voted down a 

$700 b illio n bailout plan fo r the financia l markets, ra is ing the specter 

o f slower econom ic grow th and depressed demand fo r petroleum 

products. The House leadership, however, plans a second attempt to 

pass Ihe lu ll,

Crude o il futures tell $10.68 to close at $ 96.21 a barre l on the New 

York Mercantile Ixeh.mgc. They have lost nearly S25 since last 

Monday, and dropped shaiply as the House vo ting began.

In th i’ last two weeks, eoimnoditv markets have been shaken by the tu rm o il on Wall 

Street while still reeov ei mg from the impact ol two powerfu l Im ri ii .1 ties m Ihe Cull ol 

Mexico. A lle i reaching $145.1:9 a barrel 111 .lulv prices had slumped lo nearly $1*0 a 

barre l earlie r this month as the nation 's economic piospccfs dimmed. Ib it in .1 w Id 

market, thev spiked hack up last week on the hack ot tremendous uucerta iittv in the 

finnm ial markets

Anxie ty once again gi ipped investors on Moudav a lte r Congressional I- udets tailed to 

garner enough vo t e s  to pass a comprom ise bailou t agreement that was reai bed ovet the 

weekend. The plan, the luggest bailout 111 history , would have allowed the Treasury 

Department to Imy hai k In m illed assets held !>v hanks and o tlie i lina iic ia l institu tions . It 

i s  uni h a 1 wlien llw  House<an reschedule a vote. 0 1  whether it w i ll pass this time.

he lore tlw  vote, investors vvei e also rem inded that the liuniH nil 1 risp was tai I lo in over 

In the latest episode ol the un fo ld ing meltdown, ( jtign -up w ill buy the banking 

operations ot tin ' "  >1 liovia t 01 por.Mion, tile government said M om lav. Meanwhile the 

Belgian Dutch and Luxembourg governments partia lly u n tio iia l im l the Kiuopcan 

financia l conglomerate I orlis , ano llie i sign that the t ris is that began because o l sour 

home mortgages in Ihe Cn ilcd Stales could be spreading.
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Analysts at lla ii lavs Capital said Ihe tran tic weekend negotiations that led to the bailout 

agreement appear to have ta iled to rev iv - market sentiment ' As tin- economic sit nation 

deteriorates, the demand lo r commodities, inc lud ing oil. is expected to slow .

'•The outlook fo r global e ip iitv , interest rale and exchange rate markets has heroine 

increasingly uncerta in analysts at Deutsche Haul w ro te in a note to investors We 

believe commodities w ill be unable lo escape the contagion. 110111 a commoditv 

perspective 0111 most pressing concern is to what extent the t 8 virus spreads globally 

and specifically to China

The hank's analysis pared then expectations lo r next venr as o il consumption drops 

because ol .slowing econom ii grow th, reducing the ir o il and gas price lotcc.ists by about 

20 percent fo r 2 0 0 9 .
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Concerns that the- crisis m igh t he spreading to Europe helped push down the value o f the 

European common currency. The euro dropped against the do lla r lo $ 1.43 on Monday 

from S1.46 on Friday.

The weaker econom ic outlook could fu rthe r push down oil prices in the com ing months it 

demand fo r lil in developed countries keeps fa lling, according to Ben Dell, an analyst al 

Bernstein Research, l ie  expects o il consumption could fall by 1.3 m illion barrels a day. or 

e.6 percent, in the fou rth quarte r th is year. That is much more than the 470,000 barrels . 

day drop forecast from the In te rna tiona l Energy Agency.

“This dynam ic is s im ila r to that o f the 1980s and suggests that investors mid he 

increasingly concerned w ith the slowdown in Europe. Japan and the U.S..' he wrote in a 

note to clients.
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Oil Prices P lunge Despite OPEC Cuts
VIENNA, Austria, Oct. 24. 2008

(AP) An OPEC attempt to stem the free-fall in oil prices fizzled Friday with crude plunging to lows last seen 15 months ago on world economic fears, despite the 13-member group's decision lo slash production by a daily 1 5 million barrels
Oil's imperviousness to production cutbacks - the most potent weapon in the OPEC arsenal - reflected the cartel's diminishing control over prices And the language of an OPEC statement announcing the cut reflected how seriously it viewed the erosion of its revenues, as did the unusually short deliberations leading lo the decision
"Oil prices have witnessed a dramatic collapse • unprecedented in speed and magnitude," said the 13-nation organization "This slowdown in demand is serving to exacerbate the situation in a market which has been oversupphed with crude for some time "
It also warned of further hard times ahead for suppliers, saying "the tall in demand will deepen" in the coming months
In more orderly economic times, any Organization of Petroleum Exporting Countries move to reduce output led to an upward spike on fears that demand would outstrip supply But Fnday's oil market reaction reflected present realities: with Ihe financial vortex sucking the U S and other major consumers into recession and even China's and India's booming economies slowing - even less oil at lower prices will have trouble finding a buyc
"The power to influence oil prices is moving farther and farthei away from OPEC," said oil trader and analyst Stephen Schork "Everyone thought China and India would go on buying oil forever, but that's not the case
"The demand is no longer there said Schork "I think people fooled themselves when they said emerging markets could weather a U S downturn That's yanked OPEC right out of its role as Ihe key playei "•  Steeply dropping world stock maikets th-*i reflected feai of a global recession proved the dominant influence on oil markets, sidelining any OPEC hopes that its steepest output cut m five years would remedy crude's plunge

Major Euiopean bouises that weie down more than 10 percent during the day improved by closing time but still suffered losses as high as 5 percent Asian stocks also closed sharply down Russia's two exchanges were shut down early because ot double-digit losses and officials said they wouldn't resume trading until I uesday
On Wall Street the Dow Jones industrials weie down 400 points well into the hading day
Benchmark crude futures were trading at USS64 60 a barrel on the New Yoik Mercantile Exchange aftei falling as lo. as USS62 85 earlier in the day shortly after OPEC announced its cut. to take effect starting next month
Ciude puces have now fallen 56 percent from Ihe highs reached in July, and rnoie than USS41 per barrel in |us! the last 30 days
Reflecting the huge demand slump facing OPEC, a U S Department ot I ransportalion report released Today showed the largest monthly decline in miles driven in 66 years
Americans drove 5 6 percent less, or 15 billion fewer miles in August 2008 compared with August 2007 the biggest single monthly decline since the data was fust collected regulaily in 1942
In terms of overall use the latest weekly report from the U S Department ot I nergy shows that crude demand has fallen in 38 of the past 42 weeks U S demand is down nearly 10 percent during the past four weeks year on year
The figures aie significant because the (J S still consumes one out of every four barrels of oil produced
1 he 11 OPEC nations under quotas aie already pioducing more Ilian then allotments overall output from them is about 300,000 barrels a day past the slated OPEC daily target of about 29 million barrels
So il they stop overproduction, and comply with the 1 5 million cut agreed on Friday OPF.C should end up producing about 1 8 million barrels less a day

B B  But agamst increasingly alarming economic developments not only in America but in most corners of the world, even an OPEC cut closer to 2 million barrels a day is unlikely to turn near-term prices around
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The cut reflected a compromise between OPEC members such as Iran and Venezuela, which were looking lo yank up to 2 million barrels a day off the market, and oil powerhouse Saudi Arabia and its Gulf allies that are more open to U S appeals for plentiful crude on the market.
It also tried to balance OPEC members' concerns over eroding revenue with demands from the U.S. and other major consumers for affordable crude
But the U S criticized the move.
"It has always been our view that the value of commodities, including oil. should oe determined in open competitive markets, and not by these kinds of anti-market production decisions," deputy press secretary Tony Fratto said Friday "The high oil prices from the past year contributed to the slowdown in demand and the subsequent downturn in the economy, and we would ask that everyone keep that in mind going forward"
Still. OPEC officials left no doubt that they were ready to slice deeper quickly if Friday's decision does not end the price free fall
Friday's meeting was called unexpectedly in response to prices that have entered a tailspin since their historic high of nearly US$150 in July OPEC President Chakib Khelil said OPEC was ready to convene another emergency session before its next planned gathering in December in Algeria "if there are further decisions that have to be rr *e" on slashing prices
"It's clear that the ministers are attempting to underpin at US$60 a barrel," said James w Crawford an analyst with Inter Emirates "B"t where the market will settle remains open "
In an appeal to Russia and other major oil exporters outside OPEC, the oil ministers meeting in Vienna indirectly urged them not to undercut their efforts to pi op up prices
"OPEC cannot be expected to bear alone the burden of restoring equilibrium." said the statement
OPEC Secretary-General Abdullah El-Badn said before a meeting with Russian President Dmitry Medvedev on Wednesday that he would not ask Russia for oil production cuts as global prices fall Some analysts have said Russia was unlikely to agree to production cuts, given that it already is battling with tailing output as West Siberian oil fields mature
But others spoke of behind-the-scenes negotiations between Russia and OPEC on the issue
El Badri took pains Frioay to emphasize that OPEC's move was predicated by a need not to raise puces but to pul a floor underneath them Iran, Venezuela and other OPEC members have suggested that, for them, selling oil under US$60 was a loss-maker and liaq said fhursday it would have to rethink next year's national budget if prices remain under that level
El Badri said OPEC could not be expected to solve the world's financial crisis - something the organization did not cause and could not cure
"OPEC cannot bail out the problems of others," he said

MMVIII I he Associated m e s s  All Rights Reserved th is  material may not b e  published b iuadcas l  rewritten or redistributed

Feedback Terms of Service Privacy Statement

http, w w w .cbsncvvs.com/storics/200H 10/2-4 world prinlnblc4542523.slitml ID 24 200S

http://www.cbsncvvs.com/storics/200H


mk ll'MNliW: • MCK OF OCTOBER 19. JOOfl

LAND &  LEASING

Potential Alaska state and federal oil and

Ay icy
DNB

gas lease sales
Sale and Aiea
Beaufort Sea Areawide

Proposed Date
Oit 22. 200H

DNH North Slope Areawide Oct 22. 2008
DNH Alaska Peninsula Areawide May 2009
DNR Cook Inlet Areawide May 2009
DNR Beaufort Sea Areawide October 2009
DNR North Slope Areawide October 2009
DNR North Slope Foothills Areawide October 2009
MMS Sale 209 Beaufort Sea 2009
MMS Sale 211 Cook Inlet 2009
DNR Alaska Peninsula Aieawidc May 2010
DNR Conk Inlet Areawide May 2010
DNR Beaufort 5ea Areawide October 20to
DNP North Slope A'e.iwde October 2010
DNR North Slope rootnills Areawuie October 2010
MMS Sale 212 Chukiin Sea 2010
MMS Sale 2' 1 Beaufort Sea 2011
MMS Sale 214 North Aleutian basin 2011
MMS Sale 219 Cook Inlc-t 2011
MMS Side 22 1 Chukchi Sea 2012
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From: garry remsberg [cynnabelle@hotmail com]

Sent: Friday, October 24, 2008 2:39 PM
To: Timothy Clark: Jesse Kiehl, Rep. Jay Ramras
Subject: RE High Juneau Gas Prices

I listened to the hearing on Thursday and read this write-up :

Lawmakers hold second hearing on gasoline prices
Story last updated at 1 0 /2 4 /2 0 0 8  - 8:21 am
The Associated Press
ANCHORAGE - State lawmakers are not finding easy answers in their investigation into high gasoline prices. 
After a second hearing Thursday, they still have more questions than answers why Alaskans pay 70 to 90 cents 
more per gallon than drivers in Seattle or Hawaii.
State Rep. Jay Ramras says the problem does not lie with retailers.
The Fairbanks Republican says that leaves the distributor and the refineries and lawmakers can't seem to "peel 
the onion back" to find answers.
Senior Assistant Attorney General Ed Sniffer, says there is no price gouging law in Alaska that says they have to 
charge any specific price.
The Attorney General's office conducted a similar gasoline investigation in the late 1990s that produced 
inconclusive results.

So where does this "investigation" go from here7 

Thanks.

Garry Remsberg

From: Timothy Clark@legis.state.akjs 
To: cynnabelle@hotmcjil.com 
Date: Wed, 15 Oct 2008 11:01:03 0800 
Subject: RE: High Juneau Gas Prices

Hi Garry

I ve just double-checked the committee schedules and the Judiciary hearing on gas pricing is indeed set for 9 30 
Thursday the 23r(1 (Sen Elton s staff may have been mistaken due to an Energy Task Force meeting for the 
21st )

I im

It) 24/2008
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From: garry remsberg [mailto:cynnabelle@hotmail.comJ 
Sent: Wednesday, October 15, 2008 10:50 AM 
To: Timothy Clark

I Subject :  RE: High Juneau Gas Prices

I received an e-mail from Kim Elton aide and he said there was a meting on Tuesday 21st:

"Sen. Elton asked me to reply to your message.

The Alaska Depaiinient of Law is looking at the very question you pose. The House Judiciary Committee will hold 
a meeting to hear from the department on Tuesday, October 21 at 10:00 am. The Juneau delegation will 
monitor the meeting by teleconference, and we're eager to hear whethei there's a good explanation for the price 
differences you've noticed.

If vutui like tn listen, the audio will he available live on the Internet at www.ktoo.orq/gavel/audio.cfm. If you 
can't listen while the meeting's going on Gavel to Gavel will archive the meeting on that same site and you can 
li ten any time you'd like"

Has this meeting moved to Thursday 23rd at 9:30am?

Please let me know as there are many folks interested in hearing this meeting.

Thanks for your time.

Garry

From: Timothy. Clark@legis.state.ak.us 
To: cynnabelle@hotmail.com 
Date: Wed, 15 Oct 2008 10:26:59 -0800 
Subject: RE: High Juneau Gas Prices

Hi Garry.

Just a quick update on the investigation into persistently high gas costs in the state

There is a Judiciary Committee hearing on the subject scheduled for 9 30 a m next Thursday, the 23rd They will 
probably be hearing from state attorney Ed Sniffen on the issue. You should be able to listen in by going to 
www ktoo org and clicking on Gavel-to-Gavel

Sincerely

I im Clark. I egislaiixe Aide 
Ol ’ilee o f  Represeniai i \e  Andrea  Doll 
Capitol Building, Room -12b 
Juneau, AK 99801 
Ph. 907-405-3744 
I a \  907-465-2273

Want to do more with Windows Live? Learn "10 hidden secrets" from Jamie. Learn Now

When your life is on the go— take your life with you. Tty Windows Mobile® today
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Lawmakers hold second hearing on gasoline prices
5 t tv last updated at 10/24/2006 • 8 21 am

f t  - s s o a a t e a  P r e s s

ANCHORAGE • State lawmakers are riot Ending easy answers in their investigation into high gasoline prices
After a second hearing Thursday they still have more questions than answers why Alaskans pay 70 to 90 cents more 
per gallon than drivers in Seattle or Hawaii
Stale Rep Jay Ramras S 3 y s  the proolern does not ue with retailers
fne Fairbanks Republican says that leaves the distributor and the refineries and awmakers car1 • seem to peel the 
on,on back' to find answers
S- aor Assistant Attorney Genera' Ed Sniffen says there is no price gouging iaw in Alaska 0 at says they have to 
chaige any specific price
Trie Attorney General's office conducted a s miur gasoline investigation in tne tate t&90s that produced inconclusive 
results
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^ H » S  W E E K ' S  H E A D L I N E S

• H o u s e  j u d i c i a r y  h o l d s  h e a r i n g  o n  

p r i c e  o f  fuel
. H o m e r ' s  C o a s t  G u a r d  h e l p s  m a k e  

Ar c t i c  h i s t o r y

• W e l c o m e  rafts of  ot t e r s

• P e b b l e  s  c o n s u l t a n t  e n p i a i n s  

p r o c e s s

• F y i

• S p o r t s m a n s h i p  p o l i c e  g o e s  w i t h  

h a n d  s n a k e

• G e i o v e d  H o m e r  w o m a n  p a s s e s  :

• Geiugas now listed os endangered
A K U  A t F N ' ! : F -  A  r i M t f r f T

. *torn».*'' designers snow fashion 
oanache
• C >que du Bit* offers f->nit 
adventure
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House judiciary holds hearing on price of 
fuel
Thursday meeting from 9 .?//</ m to 7 30 p m in Anchorage seeks
testimony front refineries
D y  N f l O n v  ►'irjuda

► tome* T r i b u n e

O c t o b e r  2 *  2t ) u «

W h e r e  d o c s  f u e l  c o m e  f r o m ,  a n d  h o w  m u c h  is p a i d  l o r  it a r e  

q u e s t i o n s  t h e  A l a s k a  A t t o r n e y  G e n e r a l  's o f f i c e  a n d  t h e  M a s k a  

I e g i s l u l u r e  s  H o u s e  J u d i c i a l  C o m m i t t e e  is a s k i n g ,  t o  d e t e r m i n e  if 

A l a s k a  c o n s u m e r s  a r c  g e t t i n g  a  f a n  p r i c e

I l u  p r i c e  o f  c r u d e  is a b o u t  t h e  o n l \  k n o w n  ( a c t o r  I u e s d . t v  s  c l o s e  

w a s  S ( > 4  r> \ a  b a r r e l  I h e  re s t  o l  t h e  c o s t s  i r o m  r e f i n e r y  t o  p u m p  a r c  

t r a d e  s e c r e t s  w e  w o n  t h e  t o l d ,  h u t  t h e  i n v e s t i g a t i o n  p r o m i s e s  at l e a s t  

s o m e  p u b l i c  e x p l a n a t i o n  i n  t h e  c o m i n g  m o n t h s  

I d  S n i M e n  s e r n o i  a s s i s t a n t  u l t o r n c v  g e n e r a l ,  s a i d  h e  is l o o k i n g  at 

w h s  s u m m e r  g a s  price'' d i d  n o t  g o  d o w n  i n  A l a s k a  w h e n  t h e y  

t u m b l e d  i n  t h e  s t a t e s  

W e  g e l  c a l l s  e v e n  d a v  l i o i n  p e o p l e  s a v i n g  I r n  g e t t i n g  g o u g e d  I n  

t h e s e  g a s  p r i c e s .  S n i f f e n  s a i d

H o m e r  sits m i l e s  f r o m  t h e  • 1 r e f i n e r y  t e r m i n a l s  at N ' i k i s k i  t h a t  

s u p p l v  f u e l  t o  t h e  t o w n  m u c h  o i  it b a r g e d  h e r e  I n  j  p r i v a t e  S e a t t l e  

c o m p a n y  c a l l e d  K - S e a  T r a n s p o r t a t i o n  

A t  t h e  d o c k  H a r g c  2 8 2  p u l l e d  I n  t h e  I H o  f o o t  t u g  I ' a a f i c  

L ' h a l l e n g e i  d r o p s  o i l  t h o u s a n d s  o l  b a r r e l s  o l  f u e l  t w i c e  a  m o n t h  It 

a l s o  o f f l o a d s  f u e l  f o r  S e l d o u a .  P o r t  ( i r a i t a m  a n d  N a n w u l c k  b v T o r e  

h e a d i n g  t o  K o d i a k

I h a t  f u e l  is p u r c h a s e d  I n  J' c i r u  M a r i n e  S e r v i c e s  H o f n C K u n  » hi 

p u u b a s e s  it f u e l  d i t c c t l v  I r o m  N i k i s k i  o r  at t h e  P o l l  o l  A n c h o r a g e  

a n d  h a u l s  it to  H o m c i  I n  its o w n  I K - w h c c l c i  l i j m p m t  

I h e r e  n o  l a w  b r o k e n  w h e n  g a s  s t a t i o n s  c h a r g e  w h a t  t h e n  w a n t  

M i l l l c n  M i l d  A l a s k a  d o e v r i  l h a v e  a  l a w  r e g u l a t i n g  t h e  p r o f i t s  a  

c o m p a n v  v a n  m a k e  l o l l o w i n g  t h e  t r e e  m a i k c t  ss s t e m  in  A m e r i c a n  

i d e o l o g v  lie s a i d  

N et f h e i v  w a s  a  little w i n d o w  o l  t i m e  s t a r l i n g  tn e a i l v  J u n e  a n d  

l a s t i n g  u n t i l  c a r l x  S e p t e m b e r  w h e n  t h e  price*. o t  f u e l  > e e m c d  s u p r a -  

c o m p e t i t i v e l y  h i g h  a  b u b b l e  w a v  a b o v e  t h o s e  l e v e l s  lo r  n o  s p e c i f i c  

i c a n m  S w l t c n  s a i d  A t  n o  l i m e  h i  A l a s k a  I n s t o r v  t r a c i n g  t h e  p m e  

ol  f u e l  b a c k  d i d  p r i c e s  t r a c k  i n  s u c h  a  w a v  

I v . i v  p l a c e  m  t h e  n a t i o n  w a s  g o i n g  d o w n  a n d  \ l a s k j  s l a v e d  H k  

.l i n e  loi a  l o n g  t i m e  lie a i d

I h a t  A  w h e n  t h e  A i »  o i l  i c e  d e c i d e d  l o  start i n v e s t i g a t i n g ,  t h e  m a l l e i  

( o n d u c i i n g  h e a r i n g s  w i t h  f u e l  r e t a i l e r s  a n d  w h o l e s a l e r s  t o  t i g u r e o u t  

w h a t  a v  g o i n g  o n  l i u i i n i u n c t i o n  w i t h  t h e  A ( i  o t l w e  s e f f o r t v  tlu* 

H o u s e  fiidiciatv l o m i n i l t c c  h e a d e d  u p  b v  K e p  lav R a i u f . i  P. 

l a i r h a t i k s  a l s o  is l o o k i n g  i n t o  t h e  m a t t e r  I h c c o m n n t l  l o n v e i i e s  

in A r i c h o M g e  loi a  s e c o n d  t i m e  I litirsdav n o w  t o  h e a r  f l o o r  t h e  

r e f i n e r i e s

C e r t a i n l y  w e  a i e  s e e i n g  Mi l l i e  w e i r d  t h i n g s  t h a t  s u g g e s t  t o  m e  

M . m e t h n i g  l i s h v  is g o i n g  o n  bilillell s a i d

I h e  H o u s e  c a n  . o k  q u e s t i o n s  o l  A l a s k a ' s  t h i e f  p e t r o l e u m  t c l m e i i e s  

P e l i o  S i a i  U s o i o  A l a s k a  a n J  I l i n t l b i l s  h u t  t h c v  c a n  • r e q u i t e  t h e m  

t o  a n s w e r  s p e c i l i c  c o s t  a n d  p r i c e  q u e s t i o n s  b e c a u s e  t h o s e  a r c  

p r o t e c t e d  b v  c o n l i d e n t i a h t v  H u t  t h e  A i  • • . i c e  c a n  s u b p o e n a  

d o c u m e n t s  S n i f f e n  s a i d

i k e  h a v e  a m e e t i n g  w i t h  I c m u o o i i  W e d n e s d a y  a n d  h a v e  r e q u e s t e d  

d o c u m e n t  h e  a i d  o f  t h e  p i o v e s s  s o  i.u I h e v  a l s o  h a v e  i c q u e s t e J  

i n t o i m a t i o n  I r o m  i r o w l e v  a n d  D e l i a  W e s t e r n  t h e  t w o  s h i p p i n g  

c o m p a n i e s  i n  . S o u t h e a s t e r n  A l a s k a  t h a t  s u p p l v  l u e l  

P c t m  M a r i n e  d i r e c t o r  o l  m a r k e t i n g .  S m o k e v  NoiUmi. s a i d  t h e r e  

a r c  a  n u m b e r  o |  r e a s o n  .iv c o r i s u m e i s  i n  H o r n e t  d u l n  t s e c  a  p i n e  

d i p  w h e n  t h e  c o s t  o f  c r u d e  t i p p e d  t o  $ 7 2  f r o m  a  l o n g  h a u l  o l  o v e r  

S H ' <  a  b a r r e l

< ' r u d e  c o u l d  g o  d o w n  l u  p e r c e n t  a n d  it d u e s n  t m e a n  it w i l l  t r a v e l  

d o w n  11 • p e r c e n t  o n  t h e  str e e t  N o r t o n  s a i d  K i g h t  n o w  w h o l e s a l e r s  

a r e  still h o l d i n g  oil l o  i n v e n t o r y  I m m  Icily w h e n  c r u d e  r e m a i n e d  

h i g h  lie s a i d

p p p ;

fojf&jgoTi' oT- cci.v__

A l a s k a n  H o t e l  &  B a r

. J u n e a u  s c h e a p e s t  a n d  m o s t  ce n t i a i y  l o c a t e d  

hot©'

l vn

H o m e r  H a l i b u t  F i s h i n g

Hair (Jay lull day a n d  double limit o v e r n i g h t
naiibut fishing c n o M o r *

a -vvw

A l a s k a  F i s h i n g  L o d g e s

SupcbLodging & Meais legeuda'v ’'’,{>r.r 
Salvor* oaiiDut T»cut S Wet

A L A S K A

d c
V I S I T O R ' S  G U I D E
j T i l L V l V J l J i Z / i s

T r i B l o g
. s.11' i t  H o rn e r t r ib u n e  W e b lo g  j -  U p u s ' 
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If y o u  b u y  il al 5 2  a  g a l l o n ,  e v e n  I h o u g l i  n  g o e s  d o w n  l o  S I  a 

g a l l o n ,  c o n s u m e r s  w o n ' t  s e e  t h a t  al lire p u m p  until ( w h o l e s a l e r s )  

p u r c h a s e  n e w  f u e l  al I h e  l o w e r  p r i c e  "

N o r t o n  e s t i m a t e d  it l a k e s  at  l e a s t  a  m o n t h  f o r  p e r - h a r t e l  p r i c e s  t o  

t r a n s l a t e  a t  t h e  g a s  s t a t i o n  O t h e r  f a c t o r s  s u c h  a s  h o w  m u c h  f u e l  is 

h e l d  i n  i n v e n t o r y  a n d  lire c o s t s  f r u i n  t h e  r e f i n e r y  f a c t o r  i n  t o  p r i c e  

p a s s e d  o n  t o  c o n s u m e r s

R a i n t a s  o f f i c e  n a s  b e e  c a n v a s s i n g  I h e  state, g a t h e r i n g  i n f o n n a l i o n  

a b o u t  p u m p  p r i c e s  by r e g i o n  J a n e  P i e r s o n .  Ramras' a s s i s t a n t ,  h a s  

f o u n d  t h a t  a m o n g  r u r a l  r e s i d e n t s  .Sitka c u r r e n t l y  is p a v i n g  t h e  

l o w e s t  p r i c e  a n d  r e c e i v e s  its f u e l  f r o m  S e a t t l e ,  at S 3  3 0  a  g a l l o n  

S h e  l i k e w i s e  g a t h e r e d  n u m b e r s  f r o m  R e p  P a u l  S e a t o n  s H o m e r  

o f f i c e  o n  g a s  p r i c e s  h e r e  " Y o u ' r e  p a v i n g  a s  m u c h  o i  m o r e  t h a n  

c e r t a i n  u r e a s  o f  s o u t h e a s t , "  s h e  s a i d

i f i b e r  t h a n  r e m o t e  r u r a l  v i l l a g e s ,  s o m e  o f  t h e  h i g h e s t  p r i c e s  a i e  in  

s o u t h e a s t  a c c o i d i n g  t o  h e r  f i n d i n g s  I n  I a i r b a n k s .  w h e r e  a  M i n t  

H i l l s  f f i n e r v  is l o c a t e d  f u e l  c o s t s  c o m p a r a b l e  l o  A n c h o r a g e  at 

a b o u t  S 3  4 0  a  g a l l o n

W e ' r e  s e e i n g  h i / a r t e  a n o m a l i e s  i n  t h e  m a r k  A b o u t  e v e r y  f o u i  

l a y s  t h e  p u c e  is g o i n g  d o w n ,  a n d  t h e n  t h e r e ' s  a  s p i k e  t h a t  g o e s  u p .  

P i e r s o n  s a i d  It s  a  v e r y  s t r a n g e  m a r k e t

l fn l v  f I m l  H i l l s  a n d  I ' e t r o  S t a r  a g r e e d  t o  p r e s e n t  al t h e  I l u i l s J u s  

I l o u s e  J u d i c i a r y  I ' o m t r i i l l c c  m e e t i n g ,  w i t h  1 e s o i o  A l a s k a  o p t i n g  o u t  

P i e r s o n  s a i d

I h e  c o m m i t t e e  ts l o o k i n g  a t  p o s s i b l e  l e g i s l a t i v e  m e a s u r e s .  P i e r w m  

s a i d  H a w a i i  t r i e d  t o  r e g u l a t e  f u e l  p r i c e s  t h r o u g h  l e g i s l a t i v e  a c t u m  

t h e n  i c s c m d c d  t h e  l a w  a f t e i  it d i J n  t p n w e  e l f e c t i v e  

W h a t  h a p p e n e d  in  H a w a i i  w a s  a  c a p  t h e y  h a d  p l a c e d  a  l o p  o n  l u e l  
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ANCHORAGE Alaska -  Slate lawmakers are not 
finding easy answers in their investigation into high 
gasoline prices

After a second hearing Thursday, they still have more 
questions than answers why Alaskans pay 70 to 90 
cents more per gallon than drivers in Seattle or Hawaii

State Rep Jay Ramras says the problem does not lie 
with retailers

The Fairbanks Republican says that leaves the 
distributor and the refineries and lawmakers can't seem  
to "peel the onion back” to find answers
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Senior Assistant Attorney General Ed Sniffen says there is no price gouging law in 
Alaska that says they have to charge any specific price

The Attorney General s office conducted a similar gasoline investigation in the late 
1990s that produced inconclusive results
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LETTER TO THE EDITOR

Previous Next

Gas price inquiryBrian Sioffel Norlh Pole Published Friday, October 17 2008
Oct 15. 2008 

To the editor:

On Oct. 8, 2007, crude oil prices per barrel were S81 

On Oct 8, 2007, the national average retail price per 

gallon o f gasoline was $2.77 On Oct. 14. 2008. crude 

oil prices per barrel were $81. On Oct 14, 2008, the 

national average retail price per gallon o f gasoline was 

$ 3 0 9

P R I N l  s T O R Y  
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COMMENTS
n i n e .

^  D E L I C I O U S  

f i  F A C E  R O O K  
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W  R E D D I 1

S T U M B i r  I T

On Oct 13, 2007, the crude oil price per barre l was S81, and the Alaska average 

gasoline price per gallon was $2.80 On Oct 14, 2008. the crude oil price per barre l 

was S81 and the A laska average gaso line price per gallon was $3.94

W hy is the average price fo r a gallon o f gasoline in A laska 85 cen is per gallon more 

than the national average when one year ago today it was virtually the same7 Why is 

•he average price for a gallon o f gasoline in A laska $1 14 highei than it was one year 

ago today? Why is the nationa l retail fuel price average gasoline per gallon 32 cents 

higher than one year ago for the same price oil?

The Fairbanks Daily News-M iner on Aug. 30. 2008, ran a story about an 

investigation into price-fix ing in A laska What happened to that investiga tion7 What is 

the sta tus o f this inquiry? We A laskans demand answers! It seems that our 

delegates in Juneau and Wash ing ton have forgotten us1 Where do we turn? What is 

the answer to this p rob lem 7

Prices are in U S dollars and co llected from plastem art com, consumerreports com. 

newsm iner com and a laskagasprices com
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• The current U S. and global economic downti rn has led to a decrease in global 
energy demand and a rapid and substantial reduction in crude oil and other 
energy prices. As a result, projection s lor both energy demand and prices are 
considerably lower than Iasi month's Outlook

•  The monthly average price ol West Texas Intermediate (WTI) crude oil fell Irom 
over $133 per barrel in July lo about S77 per barrel in October, indicative ol the 
abrupt decline in world petroleum demand growth. The annual average WTI price 
is now projected lo be S101 45 per barrel in 2008 and S63.50 in 2009

• The average U S, prices lot regular-grade gasoline and diesel luel, al $2 22 and 
52 94 per gallon respectively on November 10, were both more than $1 80 per 
gallon below iheir highs in mid-July With a weak economy conlinuing through 
most ol 2009, along with lower projected crude oil prices, Ihe annual average retail 
gasoline and diesel prices in 2009 are proiecled to be $2.37 and $2 73 per gallon, 
respectively

• Residential heating oil prices during me rurrenl heating season (October though 
March) arc projected to average $2 75 per yalli-n. a reduclioi, ol about 17 petu jn t 
irom the 2007-2008 healing season Residential propane prices are projected to 
average 52 22 this winter a decrease ot 10 percent Irom last winter. Residential 
natural gas prices are projected to average S13 02 per thousand cubic tool (Met) 
an increase ot 2 percent Irom last winter

•  The impact o' the economic downturn on demand is also lowering current and 
expected natural gas prices The Henry Hub natural gas spot price is projected lo 
average S9 27 per Met in 2008 The projected 2009 annual average Henry Hub 
price is 56 82 per Met compared with S8 17 in the jjrevious Outlook

Economic Outlook

The recent dramatic deterioration in the outlook tor economic growth in the Uniled Slates 
and the rest ol the world has led to a significant reduction in this Outlook's assumptions 
lor world economic growth and projections ot energy demand and prices. World real 
gross domestic product (GDP) growth is projected lo slow trom about 4 percent in 2006 
and 2007 to about 2.5 percent this year and i 8 percent in 2009 Last month's Outlook 
assumed world GDP would increase by 3 0 percent in 2008 and by 2 8 percent in 2009 
Previous lows lor world economic growlh were 0 3 percent in 1982. I 7 percent m 1993. 
and 1.5 percent in 2001

The year-over-yeat changes in U S real GDP in last month's Outlook wore 1 8 percent 
growlh in 2008 and 0 8 percent yrowth in 2009 U.S. real GDP growth in Ihe current 
Outlook has been lowered to 1 3 percent tor 2008 arid is projected to decline by 1 4 
percent in 2009 The 2009 average unemployment rale has been raisod Irom 6 2 percent 
lo 7 9 jjercent in this forecast. The U.S. manufacturing production mdex was lowered by 
1 1 jjercent and 7 0 percent lor 2008 and 2009, respectively, with Ihe 2009 growth rate ol 
the index (ailing trom a positive 0 5 percent (growth) lo negative 5 5 perceni (decline)

Global Petroleum
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O v e r v ie w
Rising prices, especially Ihe high oil prices In Ihe lirsl hall ol 2008, and slowing global 
economic growlh have caused oil demand growth lo slew dramatically. The recent 
announcement by Ihe Organization of Ihe Petroleum Exporting Countries (OPEC) lo lower 
its production largel by 1.5 million barrels per day (bbl/d), effective November I , is aimed 
at offsetting this lower oil demand and stabilizing prices at or above recent levels. OPEC 
members plan to meet again in Algeria on December 17 lo review market conditions.

Future price levels will primarily depend on the magnitude and duration ot the economic 
downturn as well as OPEC and non-OPEC behavior Our current expectation ol future oil 
prices assumes that the OPEC production cut may limit, but not reverse, Ihe recent sharp 
tall in oil pr ces. We project oil prices lo remain relatively Hat, averaging $60 to $65 per 
barrel throughout 2009. The condition of Ihe global economy is expected to remain the 
most important factor driving world oil prices.

Consumption. World oil consumption is projected lo increase by almost 100,000 bbl/d In 
2008 and to remain virtually flat in 2009. In bolh years, growth in countries outside of Ihe 
Organization for Economic Cooperation and Development (OECD)—  especially China, 
Latin America, and oil-exporters in the Middle East— offset projected sharp declines in oil 
consumption in OECD countries (World Oil Consumption) Between 2007 and 2009, non- 
OECD oil consumption is projected to rise by 2 3 million bbl/d compared with a decline ol 
2.2 million bbl/d in the OECD. We expect economic growlh in non-OECD countries not lo 
tall as precipitously as in the OECD countries, with the non-OECD countries maintaining 
modest oil demand growth

Non-OPEC Supply. Non-OPEC supply is expected to decline in 2008. but growl should 
return in 2009 because ot projects currently near completion. EIA expects non-OPEC 
supply to tall by 280,000 bbl/d in 2008. A combination ol lactors contributed to the decline 
in 2008, including project delays and large supply disruplions in Central Asia and the Gult 
ol Mexico EIA projects that non-OPEC supply will grow by 500,000 bbl/d in 2009. with 
Ihe largest sources of grov/th coming Irom the United States, Azerbaijan, and Brazil In 
the United States, production of petroleum and other liquids is expected to rise by 
450 000 bbl/d in 2009 because ol the start-ujr ol several ollshore crude oil production 
platforms, recovery Irom hurricane-induced shut-ins and continuing growth in fuel ethanol 
production,
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Non-OPEC supply growth is at continual risk lo unexpected disruptions or project delays, 
bui the global economic slowdown brings additional difficulties as well. Lower oil prices 
bring into doubt the viability of some high-cost non-OPEC projects II problems in global 
financial markets lead lo delayed investment in existing and new oil fields. Ihon even a 
short-lived economic downturn could have longer-term ramilications lor world oil supply 
This would heighten the risk ol a return to a tight supply situation once Ihe world 

economy (and thereby oil demand growth) recovers

OPEC S upp ly . OPEC decided at its October meeting to cut its crude oil production 
targets by i 5 million bbl/d m response lo the global economic slowdown, weakening oil 
demand, tailing oil prices, and in anticipation ot rising non-OPEC supplies Trie extent ol 
actual OPEC compliance to its new production targe' is uncertain This Outlook assumes 
that the n .n r sharp decline in c l  prices will lead to compliance that is above historical 
levels EIA projects that OPEC crude oil production will tail irom 32 3 million bbl/d in 
October 2008 to 31.3 million bbl'd in trio first quarter ol 2009 where il will remain 
relatively stable through the eno ol 2009 This represents a decline ol I million bbl/d iron 
October 2008 production levels, or about 70 percent ot the announced cut Last month's 
assessment already had a 600.000-bbi/d reduction in OPEC crude production over this 
period. so the new estimate represents an additional 400,000-hbl/d cut trom last month's 
Outlook

Lower crude oil production, combine.I with planned increases in OPEC production 
capacity, suggests OPEC surplus production capacity could increase Irom 1.6 million 
bbl/d in the second quarter ol 2008 to nearly 4 million bbl/d by Ihe end ol next year 
(OPEC Surplus Oil Production Capacity) Although it is possible ttiat weak market 
conditions could delay some ol these capacity expansion plans, EIA expects OPEC 
surplus production capacity lo rise above 3 million btrl/d next year lor Ihe lirst time since 
2003 which would provide Saudi decision makers with a cushion large enough to provide 
a capability to dampen the impact ol future disruptions or geopolitical uncertainties on oil 
prices

In ve n to ries . Revised data indicate that OECD commercial inventories rose by 400.000 
bbhd in Ihe second quarter ol 2008. or al about hall of the historic level ol inventory build 
rate during this lime ol year. OECD commercial inventories stood at 2 6 billlo barrels at 
mid year, or 56 days ol lotward consumption cover. On tho basis of days ol lorward 
cover, OECD commercial inventories are well above historic levels, and EIA projects that 
they will remain there through the ond ol 2009 (Days ol Supply ol OECD Commercial 
Slocks)

U.S. Petroleum
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C o nsu m p tio n . Consumption ol all petroleum products is projected to decline 
substantially in 2008, driven down by the increase in prices and by a weakening economy 
during the second hall ol the year. Total domestic petroleum consumption is projected to 
average 19.6 million bbl/d In 2008, down 1.1 million bbl/d, or 5.4 percent, Irom Ihe 2007 
average (U.S. Petroleum Products Consumption Growth). This marks the lirst time since 
1980 that annual total petroleum consump.,on is expected to decline by more than 1 
million bbl/d. In 2008, motor gasoline consumption is projected to decline by 280,000 
bbl/d. or 3 percent, and distillate luel consumption is projected to decline by 250,000 
bbl/d, or 6 percent. In 2009, total petroleum product consumption is projected to sink by a 
further 250.000 bbl/d or 1.3 percent. This decline is more than twice that projected In Ihe 
previous Outlook.

P ro d u c tio n . In 2008, domestic crude oil production is projected to average 4.9 million 
bbl/d, down 120,000 bbl/d trom 2007 levels. This is primarily due to tho loss ol production 
in the Federal Gull ol Mexico caused by Hurricanes Ike and Gustav (U.S. Crude Oil 
Production). Domestic crude oil production has been steadily declining since the 1970s, 
and the 2008 projection lor crude oil production falls below 5 million bbl/d lor the lirst time 
s.nee 1946. However, domestic production Is projected to increase in 2009 by 400,000 
bbl/d to an average ol 5.3 million bbl/d. Contributing to the increase in output are the Gull 
ol Mexico Thunder Horse platform which is expected to come on stream later this year, 
and Ihe Tahiti platlorm, expected to come on stream late in 2009.

Prices. As a result ol world-wide economic stagnation, oil markets are expected to 
remain .veak throughout Ihe lot-'cast. WTI prices are projected to average S101 per 
barrel in 2008. Under the current economic assumptions and assuming no major crude 
oil supply disruptions, WTI prices are expected to average $63 50 per barrel In 2009 
(Crude Oil Prices) This is down Irom $ 112 per barrel average projected lor 2009 in Iasi 
month's Outlook. Further deterioration in actual or expected global economic growth as a 
fallout ol Ihe current financial crisis may lead to even lower oil prices.

Regular grade gasoline prices averaged S2.22 per gallon on November 10, down 
substantially Irom their July 14 peak ol S4 11 per gallon. They are projected to average 
S2.37 per gallon in 2009, almost SI 20 per gallon beiow that projected in the previous 
Outlook Because ol the continued weakness in motor gasoline consumption, the 
dillerence between the price ol gasoline and the cost ol crude is expected lo remain low 
throughout Ihe forecast

m
Residential healing oil retail prices this winter are projected in average S2.75 per gallon, - 
decrease ol 56 cents Irom last winter's average. On-highway diesel luel retail prices are 
projected to average $2 73 per galbn in 2009, down S1.08 Irom Ihe 2008 average, 
compared with a 90-cenl-per-gallon decline in Ihe price ol WTI crude oil This narrowing 
ol margins reflects a projected slowing ol the growth in distillate luel usage outside the 
United States and a weakening of relmlng margins during the economic slowdown

Spot propane prices are strongly influenced by both crude oil and natural gas prices 
Residential retail propane prices are projected to average S2 22 this winter (down Irom 
S2 68 in the previous Outlook), a decrease ol about 10 percent Irom the 2007-2008 winter 
healing season. However, wilh current low inventories, propane markets are likely to 
remain relatively tight this winter, wilh the potential lor upward pressure on residential 
propane prices il coider-than-expecied weather occurs

Natural Gas

C o nsu m p tio n . Total natural gas consumptio i is expected lo increase by 1 t percent in 
2008 and fall by 0 2 percent in 2009 (Total U.S. Natural Gas .Consumption Growth). 
Consumption in 2008 is projected lo be higher in every sector except lor electric power, 
led by 4.1- and 3.2-percent growth in the residential and commercial sectors, 
respectively. While very slight growlh is expected in the residential and commercial 
sectors in 2009, the contracting economy is expected to cause a 2 2-percent decline in 
industrial sector consumption next year. The weakness in global economic growlh could 
limit U S expods ol natural-gas-intensive products and further reduce natural gas 
consumption by industrial consumers

P ro d u c tio n  a n d  Im ports . Total U S marketed natural gas production is expected to 
increase by 6 percent in 2008 and by 2 porcent in 2009. Production activity horn 
unconventional lields in the States ol Texas, Wyoming, and Oklahoma's expected to 
increase supply Irom Ihe Lower-48 non-GOM by almost 10 percent this year While 
continued onshore production growth is expected in 2009. lower average prices and poor 
economic conditions are expected lo limit the expansion ol supplies to 1 9 percent For 
2008, Federal GOM production is now expected to decline by 14 8 porcent as repairs lo 
supjily inlrastructure continue, while 2009 growth ol 2,7 percent reflects the expectation ot 
lurther recovery and less shut-in production during Ihe 2009 hurricane season.

Strong global demand, supply constraints, and lower relative U.S. natural gas prices have 
all contnbuted lo Ihe decline in U.S imports ol liquefied natural gas (LNG), which aro 
expected to tail Irom 770 billion cubic leet (Bel) in 2007 lo 350 Bel in 2008, a reduction ol 
55 percent. LNG imports are expected to total about 410 Bel in 2009. The limited natural
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gas storage facilities in LNG-consuming nations outside ot the United States could lead to 
higher U.S. LNG Import growlh in 2009, particular during the storage injection season 
(April to September) as more global LNG capacity is brought online.

In ve n to rie s . On October 31, 2008. working natural gas in storage was 3,405 Bel (U.S. 
Working Natural Gas in Storage). Current Inventories are now 78 Bel above the 5-year 
average (2003-2007) and 130 Bel below the level dunng Ihe corresponding week last 
year.

P rices. The Henry Hub spol price avenged 56.94 per Me! in October, $0.94 per Mci 
below the average spot price in September. The slowing economy, continued growth in 
domestic natural gas production, and the signilicant decline in oil pnees have led to a 
dramatic shilt in expectations tor natural gas prices over the forecast. Still, household 
heating expenditures this winter are expected to be slightly higher than last year due to 
the pass-through ol some higher-priced natural gas thal was put in storage earlier in Ihe 
year to meet winter demand. Beyond the winter, the weak economy and continued 
growth in onshore natural gas production are expected to keep prices relatively low. On 
an annual basis, the Henry Hub spol price, which averaged $7.17 per Mcl in 2007, is 
expected to average 59.25 per Mcl in 2008 and 56.82 ner Mcl in 2009, $1.35 per Mcl 
tower than the lorecast 2009 price in last month's Outlook.Electricity
C o n su m p tio n  The latter hall ol this summer was much cooler than the same period last 
year (U.S. Summer Cooling Degree-Days). especially in the upper Midwest and Northeast 
regions. As a result, residential electricity consumption is expected to fall 0 5 percent this 
year. The economic slowdown will impact consumption in all sectors during 2009. 
particularly the industrial sector, which is now expected to decline by 2 5 percent next 
year in contrast lo Ihe 0 2-percent decline proiected in last month's Outlook (U S Total 
Electricity Consumption)

P rice s  The recent drop in power generation luel costs has caused some utilities to 
reconsider the steep price increases announced this past summer However, luel costs 
still remain high, and il is unlikely thal electricity rates lor most customers will tall 
significantly in Ihe near term. U S residential electricity prices are expected lo increase 
by about 6.5 percent in both 2008 and 2009 (U S Residential Electricity Prices)

Coal

C o n su m p tio n  Although electric-power-sector coal consumption lor the lirst hall ol 2008 
grew by 1 3 percent, slow growlh in summer electricity consumption is expected to keep 
annual growth Hat in 2008 In 2009, weak economic growth which will constrain growth in 
electricity consumption, coupled with projected increases trom other generation sources 
(nuclear, natural gas, petroleum ind wind), will lead to a 0 4-percent decline in electnc- 
power-sector coal consumption (U.S. Coal Consumption Growth)

P ro d u c tio n  Growth in both tomestic consumption and exports is expected lo contribute 
to a 2.1 -percent increase m coal production in 2008. Production is expected to decline bv 
only 0.5 percent .n 2009 as lower domestic consumption is nearly ollset by continued 
export growth (U S Annual Coal Production)

E xports . In the lirst halt ol 2008, U S coal exports increased by 13 million short tons, or 
50 percent, over first-hall 2007 shipments Strong global demand lor coal combined wilh 
supply disruptions in several key coal-exporting countries (Australia. South Africa, and 
China), were the primary laclors behind the increase in U S coal exports Although tho 
supply disruptions have ended, continued robust worldwide demand lor coal is projected 
to lead to an overall 40-percent increase tn U S coal exports in 2008. Coal exports are 
projected to be 86 5 million short tons a 5 5-percent increase, in 2009.

Snjn up loi email notices to be automatically notihod when a new Short-Teim Energy Outlook becomes available lor on-line viewing

Contact Us • Feedback • Privacy/Security •  Careers • About EIA

F e d s ta ts  • U S A .g o v • D e p t, o l E n e rg y

http://www.cia.doe.gov/stco 12/1/2008

http://www.cia.doe.gov/stco


newsminer.com • Gas price inquiry Page 4 o f 18

S u g g e s i  r e m o v a l  T h e  A t t o r n e y  G e n e r a l ' s  o f f i c e  h a s  a  s e p a r a t e  i n v e s t i g a t i o n

M r  S n i f f e n  is m e e t i n g  e a r l y  n e x t  w e e k  w i t h  c o r p o r a t e  r e p r e s e n t a t i v e s  

f r o m  T e s o r o ' s  p a r e n t  c o m p a n y  f r o m  t h e  L o w e r  ' 4 8  B a r r y  P u l l i a m ,  t h e  

e c o n o m i s t  f r o m  E c o n  O n e  w h o  is w i d e l y  r e s p e c t e d  b y  b o t h  t h e  l e g i s l a t i v e  

a n d  e x e c u t i v e  b r a n c h  a n d  w h o  w a s  n o t  a v a i l a b l e  f o r  o u r  h e a r i n g  in 

S e p t e m b e r  will b e  j o i n i n g  u s

T h e  l a s t  t i m e  t h a t  a n  i n v e s t i g a t i o n  w a s  l a u n c h e d  b y  t h e  A G ’s  of f i c e  it w a s  

d u r i n g  t h e  K n o w l e s  a d m i n i s t r a t i o n

It t o o k  s e v e r a l  y e a r s  t o  r e a c h  v e r y  n e g l i g i b l e  c o n c l u s i o n ,  c h i e f  a m o n g s t  

t h o s e  c o n c l u s i o n s  w a s  t h a t  t h e r e  w a s  n o  a n t i - t r u s t  v i o l a t i o n  b e t w e e n  t h e  

r e f m e n e s

W e  a r e  w o r k i n g  c l o s e l y  w i t h  M r  S n i f f e n  H e  s t r i k e s  m e  a s  

k n o w l e d g e a b l e  t r u s t w o r t h y  a n d  a  t o u g h  q u e s t i o n e r  H e  is d e f i n i t e l y  a  

p r o a c t i v e  a d v o c a t e  f o r  c o n s u m e r s  a c r o s s  A l a s k a

I h o p e  t h a t  t h e  l e g i s l a t u r e  is a b l e  t o  a g i t a t e  t h e  p r i c e s  d o w n  t h r o u g h  

c o n s t a n t - a l b e i t  m o n t h l y - h e a r m g s  b r i n g i n g  a t t e n t i o n  t o  t h e  r e l i n e r ' s  r a c k  

p r i c e s ,  a n d  t h a t  w e  s e e  a  m o r e  in d e p t h  r e p o r t  e m e r g e  f r o m  t h e  A C  s  

o f f i c e

W h e n  c r u d e  w a s  a t  $ 7 0  l a s t  y e a r  w e  s a w  h o m e  h e a t i n g  oil a t  S 2  5 0  t o  

$ 2  7 5  f o r  auto-fill c u s t o m e r s  I d o  n o t  h a v e  t h e  i n f o r m a t i o n  w i t h  m e  a t  this 

e a r l y  h o u r  a s  t o  w h a t  retail g a s o l i n e  w a s  a t  t h e  s a m e  t i m e  b u t  I a s s u m e  

it w a s  a  lot c h e a p e r  t h a n  it is n o w

T h e  r e f i n e r s  s a y  t h e y  e n j o y  n o  e c o n o m y  o f  s c a l e  f r o m  t h e  s m a l l  r e f i n e r y  

m a r k e t  i n  A l a s k a  B u t  a s  y o u  a n d  e v e r y o n e  r e a d i n g  t h e s e  b l o g s  k n o w  

t h a t  r a t i o n a l e  w e a r s  c o n s u m e r s '  n e r v e s  t h i n  v e r y  q u i c k l y

T h e  p n c e  r i s e s  q u i c k l y  w i t h  t h e  p r i c e  o f  c r u d e ,  a n d  t h e n  s e e m s  t o  c o m e  

d o w n  a t  a n  u n r e a s o n a b l y  s l o w  r a l e  A  r e a s o n a b l e  p e r s o n  c a n n o t  r e a c h  

I h e  c o n c l u s i o n  t h a t  I h e r e  is a n y  f a i r n e s s  t o  t h e  c o n s u m e r  in t h e  w a v  t h e  

l e t m e u e s  e x p l a i n  t h e  p r o c e s s

A t  t h e  m e e t i n g  n e x t  w e e k  i will a s k  M r  S n i f f e n  t r o m  I h e  A G ' s  o f f i c e  w h e n  

t h e y  a n t i c i p a t e  i s s u i n g  their r e p o r t  W e  will i s s u e  o u r s  b e f o r e  t h e  

l e g i s l a t u r e  c o n v e n e s  in J a n u e  y  b u t  w e  d o  n o t  h a v e  a c c e s s  t o  t h e  s a m e  

c o n f i d e n t i a l  a n d  p r o p r i e t a r y  i n f o r m a t i o n  t r o m  t h e  r e f i n e r s  t h a t  ( h e  A G ' s  

o f f i c e  e n j o y s

I n o p e  t h i s  is h e l p f u l  i n f o r m a t i o n  t o  y o u i  q u e s t i o n  i a y

JB
1 0 / 1 7 / 2 0 0 8  6  06 a  m  j a y -  w e  a r e  g o i n g  t o  p a y  h o w  m u c h  m o r e  d u r i n g  t h o s e  t w o  m o n t h s  o f

S u g g e s t  r e m o v a l  t a l k s ?  L i p  s e r v i c e  Is e a s y 1 V o u  a r e  t a l k i n g  like a  i r u e  pol i t i c i a n  e x p l a i n i n g

w h y  s o m e t h i n g  ( h a t  s h o u l d  w o r k  is n o t  T a k e  a  c o u p l e  m o n t h s  d i s c u s s  

d i s c u s s ,  d i s c u s s  All t h e  w h i l e  w e  a r e  p a y i n g  t o  m u c h 1 1 D O  N O T  C A R E  

W H O  S P E A K  T O  E A C H  O T H E R 1 1 c a r e  w h a t  I p a y  a t  t h e  p u m p  b y  

c o m p a r i s o n  t o  I h e  r e s t  o (  o u r  c o u n t r y  a n d  all o f  t h e  r e s t  t h a t  y o u  s a i d  is 

w h a t  I c a l l e d  it a l r e a d y  L i p  s e r v i c e 1 G e t  o f f  line g o  d o  y o u i  j o b  t o  g e l  

r e e l e c t e d  n o t  c o m m e n t i n g  t o  s w a y  v o t e r s  a n d  m a y b e  w e  will g e l  Ibis 

s t r a i g h t  M a y b e

I a m  n o t  d o w n  o n  J a y  e i t h e t  I h a v e  k n o w n  th i s  m a n  s i n c e  h e  w a s  in h i g h  

s c h o o l  a n d  I h a d  w o r k e d  t o r  m m  pr i o r  to  e n t e r i n g  t h e  A n  f o r c e  w h . l e  I 

f i n i s h e d  c o l l e g e  I d o  k n o w  t h a t  J a y  h a s  i n t e g r i t y  w h e n  h e  b o u g h t  t h e  

F o o d  F a c t o r y  f r o m  t h e  I R S  h e  p a i d  m o r e  p e l  d o l l a r  for t h e  d e b t s  o w e d  to  

o t h e r  b u i s n e s s  in I h e  a i e a  t h a n  h e  w a s  l e q u u e d  b e c a u s e  h e  d o e s  c a i e  

a b o u t  t h i s  c o m m u n i t y  a n d  t h e  o n l y  t h i n g  h e  r e a l l y  o w n s  h i s  n a m e  I d o  

b e l i e v e  h e  d o e s  h i s  b e s t  a n d  I will p r o b a b l y  v o t e  toi h i m  a g a i n  B u t  I still 

s a y  g e t  off l i n e  a n d  g o  d o  y o u r  j o b  H e - h e  f e e l s  g o o d  t o  tell a  p a s t  

e m p l o y e e !  t o  g o  d o  H I S  J O B 1

h a i r  b r a i n

1 0 / 1 7  2 0 0 8  6  1 6  a  J B  t h a n k s 11

S u g g e s t  r e m o v a l

F i e e D a r f u r

1 0 / 1 7  7 0 0 8  6 7 4 a m  I h a t e  t o  tell y o u  c r u d e  is a t  $ 6 8  a  b a r r e l  O P E C  is c a l l i n g  to r  a n
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#

S u g g e s t  r e m o v a l  e m e r g e n c y  m e e t i n g  t o  l o o k  a t  c u t t i n g  p r o d u c t i o n  d u e  t o  t h e  r e d u c t i o n  to r

t h e  n e e d  o f  oil a n d  g a s  a s  a  r e s u l t  o f  a  g l o b a l  r e c e s s i o n  O n l y  t h e  U S  is 

n o t  u s i n g  t h e  V  w o r d  G o  t o  " B l o o m b e r g "  a n d  l o o k  a t  e n e r g y  f u t u r e s  a n d  

p r i c e s  M y  o p i n i o n ,  t h e  c o m p a n i e s  k n o w  e v e r y  A l a s k a n  g o t  a n  e x t r a  

S 1 . 2 0 0  a n d  t h e y  a i e  g o i n g  t o  m a k e  s u r e  t h e y  g e t  it A  b i g g e r  q u e s t i o n  is 

h o w  will t h e  l e g i s l a t o r  s p e n d  t h o  s u r p l u s ,  k n o w i n g  t h e  h a y d a y  o f  $ 1 0 0  

p l u s  a  b a r r e l  oil is o v e r

p m c g r a w

1 0 / 1 7 1 2 0 0 8  6  3 1 a m  

S u g g e s t  r e m o v a l

A  g o o d  f ' i e n d  o f  m i n e  is p a y i n g  2  2 2  a  g a l l o n  i n  T e x a s  T h i s  is n e a r  all 

t h e  h u r r i c a n e  d a m a g e  a n d  t h e  still h a v e  h i g h e r  t a x e s  o n  f u e l  t h e n  w e  d o  

T h i s  is o u t r a g e o u s

P a t

w l f e 2 2 8

1 0 / 1 7 / 2 0 0 8  8  4 2 a m  

S u g g e s t  r e m o v a l

F a m i l y  b a c k  m  O h i o  is p a y i n g  $ 2  3 0 -  $ 2  4 9  a  g a l l o n  a.i i oil is like S 6 9  a  

b a r r e l  a s  o f  1 0 / 1 6

W h y  c a n ' t  w e  s e e  s o m e  p r i c e s  like t h a t ? 7

l a k l o e y l

1 0 / 1 7 / 2 0 0 8  7  0 4 a m  

S u g g e s t  r e m o v a l

I s u g g e s t  t h e  l e g i s l a t u r e  n o t  r e n e w  a n y  r o y a l t y  oil s a l e s  c o n t r a c t  w i t h  Flint 

Hills u n l e s s  a n d  until t h e y  b u i l d  a  s u l f u r  r e d u c t i o n  u n i t  o n  t h e  r e f i n e r y  a t  

N o r t h  P o l e  M o t o r  f u e l s  h a v e  t o  b e  l o w  s u l f u r  a n d  K e n a i  is t h e  o n l y  p l a c e  

in s t a t e  w h e r e  it is m a d e

If t h e  s t a t e  s e l l s  its oil a t  a  l o w e r  c o s t  t o  Flint Hills m o s t  o l  t h o s e  s a v i n g s  

will b e  s e e n  in t h e  iet f u e l  m a r k e t  T h a t  is m o s t  ol  w h a t  t h e y  m a k e  o u t  

t h e r e

l A k F o x

' 0 / 1 7 / 2 0 0 8  7 0 6 a m  

S u g g e s t  r e m o v a l

T h e  p r i c e  is h i g h  b e c a u s e  t h e  p o l i t i c i a n s  t a k e  ail c o m p a n y  d o n a t i o n s  a n d  

k i s s  th e i r  r u m p

A n d  w h a t  d o  t h e  c o m p a n i e s  g e t  t o r  th e i r  d o n a t i o n s ?

D a h .  t h e  p r i c e s  a r e  h i g h  b e c a u s e  o t  t h e  l a c k  o l  a  c o m p e t i t i v e  m a i k e t  

a n d  p r i c e  g o u g i n g  p r o t e c t i o n

T h e  r o y a l t y  e t u d e  oil p r i c e  g o i n g  t o  t h e  l e t i n e i y  is s e t  b y  t h e  s t a t e  o f  

A l a s k a  a n a  t h e  s t a t e  c a n  s e t  t h e  p r i c e  c o m i n g  o u t  A S - A - C O N D I T l O N  

O F - S A L E  a n y - t i m e - i t - c h o o s e s

T n i s  is h o w  r o y a l t y  oil p r i c e  is s e t  

A S  3 8  0 5  1 8 3  S a l e  o f  R o y a l l y  (e )

W h a t  is g o i n g  o n

A n a l o g y  A  h a y  ( a i m e r  h a r v e s t ' s  I n s  c o r p  o t  h a y  a n d  s e l l s  it l o  t h e  f e e d  

s t o r e

T h e  f e e d  s t o r e  m a r k s  u p  I h e  h a y ’s  p r i c e

N o w  t h e  f a r m e r  g o e s  t o  t h e  f e e d  s t o r e  a n d  b u y s  ( u s  h a y  B A C K  a l  t h e  

i n c r e a s e d  p r i c e  b e c a u s e  h e  d i d  n o t  s a v e  a n y  h a y  f o r  h i s  o w n  u s e

T e e l i n g  g o u g e d  t h e  l a i m e r  c o m p l a i n s  l o  h i s  political t h e  p r i c e  o f  h a y  is 

h i g h '  A n d  I h e  polit c i a n  s a y s  “I h e  p u r e  is h i g h  b e c a u s e  o l  I h e  l a c k  o f  

c o m p e t i t i o n  in t h e  h a y  m a r k e t

Y e s t e r d a y  I n o t i c e d  t h e  p r i c e  o t  o u r  " H A Y '  a l  F a r m e r ' s  L o o p  v s  B e n t l y  

M a l l  S a f e w a y  w a s  I D E N T I C A L '

F r e o D a r f u r

1 0 / 1 7 / 2 0 0 8  7  0 6  a  m  

S u g g e s t  r e m o v a l

Flint Hills p r o d u c e s  p r i m a r i l y  a v i a l i o n  l u e l  w h i c h  is a c t u a l l y  g o i n g  d o w n  

( a s t e r  t h a n  g a s o l i n e  A n c h o r a g e  a i r p o r t  is d e p e n d e n l  o n  Flint Hills a n d
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w h o  c o n t r o l s  t h e  l e g i s l a t i v e  b o d y

m
konny6703

1 0 1 1 7 / 2 0 0 8 .  7  1 1  a m  S o u n d s  like y o u  g u y s  u p  t h e r e  n e e d  t o  b e  a s k i n g  S a r a  P a l i n  " w h y  is o u r

S u g g e s t  r e m o v a l  g a s  s o  h i g h ? "  I ' m  d o w n  h e r e  in t h e  l o w e r  4 8  e n j o y i n g  S 2  4 2  s o m e t h i n g

s e e m s  s t r a n g e

d o c a l a s k a

1 0 / 1 7 / 2 0 0 8 .  7  1 8 a m  i h e a r d  t h a t  F L m l  Hills m a d e  a  l o n g  t e r m  c o n t r a c t  t o  t h e  m i l i t a r y  a n d

S u g g e s t  r e m o v a l  w h e n  I h e  p r i c e  o l  oil w e n t  u o  t h e y  s t a r t e d  l o s i n g  m o n e y  s o  t h e y  j u s t

r a i s e d  t h e  p r i c e  o f  g a s  t o  m a k e  u p  t h e  d i f f e r e n c e  S o  w e  h a v e  l o  p a y  fo r  

t h e i r  b a d  d e a l s  W h a t  I w o u l d  like l o  k n o w  J a y  is h o w  m u c h  d o e s  it c o s t  

t o  m a k e  a  g a l l o n  o f  g a s  a n d  d i e s e l  T h e r e  a r e  n o  r e a l  t r a n s p o r t a t i o n  

c o s t s  h e r e  in N o r t h  P o l e  a n d  w e  s h o u l d  h a v e  t h e  c h e a p e s t  g a s  in t h e  

c o u n t r y  A l s o  h o w  m u c h  a r e  t h e  r e f i n e r i e s  a n d  a s s o c i a t e d  w o r k e r s  

c o n t r i b u t i n g  l o  I h e  p o l i t i c i a n s  " r e d a c t i o n "  f u n d s  T h e n  we ' l l  s e e  w h y  I h e  

p r i c e  o f  g a s  will n e v e r  g o  d o w n  a n d  o u r  l e g i s l a t o r s  will s w e e p  it u n d e r  t h e  

t u n d r a  a g a i n

F a i r b a n k s g a s

1 ^ 1 7 1 2 0 0 8  7  2 1  a  m  

S u g g e s t  r e m o v a l

W e  a l s o  s u s p e n d e d  o u t  S t a t e  g a s  l a x  s i n c e  l a s t  y e a r  w h i c h  m a k e s  o u i  

c u r r e n t  p r i c e s  e v e n  m o r e  s u s p i c i o u s  C h e c k  o u t  t h e  p i c t u r e  at  

w w w  t a u t  a n k g a s  c o m  o f  t h e  s i g n  in T e x a s  f o r  5 2  2 2  a  g a l l o n  I g u e s s  

t h a t  t h e  h u r r i c a n e  a f f e c t e d  g a s  p r i c e s  l e s s  t h a n  o u r  r e f i n e r y  o l i g o p o l y  

W h i l e  y o u  a r e  a t  it s u r f  o v e r  t o  . v w w  h a w a u g a s p u i . e s  c o m  T h e i r  p r i c e s  

a r e  l e s s  t h a n  o u r s  a n d  t h a t  i n c l u d e s  o v e r  5 0  c e n t s  o f  S t a t e  t a x  I g u e s s  

t h a t  it is c h e a p e r  t o  s h i p  y o u r  r a w  c r u d e  a c r o s s  t h e  P a c i f i c  a n d  r e f i n e  it 

o n  a  t r o p i c a 1 i s l a n d  t h a n  t o  p u m p  if o u t  o f  N o r t h  A m e n c a ' s  l a r g e s t  

p i p e l i n e ^

l h a v e  a  c h a r t  a t  f a i r b a m s g a s  c o m  t h a t  c o m p a r e s  A l a s k a  U S  a v e r a g e  

a n d  c r u d e  p r i c e s  o v e r  I h e  I a s i  l e w  y e a r s  T h e r e  is n o  m y s t e r y  h e r e  w e  

a r e  g e l l i n g  s c r e w e d  b i g  l i m e  b y  Flint Hills a n d  T e s o r o

FreeDarfur

10/17 2008 45 .i m
S u g g e s t  r e m o v a ;

K e n n e y 6 7 0 3  A l  l e a s t  s h e  g a v e  e a c h  A l a s k a n  S 1 2 0 0  l o  h e l p  c o v e t  t h e  

h i g h  c o s t  o f  e n e i g y  W h a t  d i d  y o u  g e l  in y o u i  S l a t e  h o r n  t h e  g o v e r n m e n t  

l o  h e l p  y o u ’

J a y  R a m r a s

1 0 / 1 7 / 2 0 0 8  7  5 8  a m  T h i s  is J a y  R a m r a s  

S u g g e s t  r e m o v a l

T o  d o c a l a s k a

W e  h a v e  a l r e a d y  s e t  I h e  a g e n d a  lor o u r  m e e t i n g  s c h e d u l e d  o n  O c t o b e r  

2 3 r d

A s  I s a i d  y o u  c a n  a t t e n d  t h e  h e a n n g  b y  g o i n g  l o  t h e  1 1 0  o n  t h e  3 i d  floor 

o t  t h e  A l a s k a  U S A  b u i l d i n g  a l  9  a m

T h e  m e e t i n g  t o r  N o v e m b e r  w h i c h  h a s  n o t  y e t  b e e n  s c h e d u l e d  will a l l o w  

for p u b l i c  l e s l i m o n y

T h e  A t t o r n e y  G e n e r a l ' s  r e p r e s e n t a t i v e .  M i  S n i f f e n  will b e  t h e r e  I 

e n c o u r a g e  y o u  l o  a t t e n d  o t  t o  testify b y  p h o n e  ( l o c a t i o n  A n c h o r a g e  o '  

F a i r b a n k s  n o t  d e t e r m i n e d  y e t / a n d  p r o v i d e  i n f o r m a t i o n  d o c u m e n t a t i o n  t o  

t h e  A G ' s  p e o p l e  T h e  A t t o r n e y  G e n e r a l ' s  i n v e s t i g a t i o n  will b e  m u c h  r n o i e  

t h o r o u g h  m a n  t h e  r e p o r t  g e n e r a t e d  b y  t h e  l e g i s l a t u r e

it w o u l d  b o  v e r y  h e l p f u l  il y o u  w o u l d  testify w i t h  y o u r  t h o u g h t s  a b o u t  flint 

Hills j a y

akbioggcr
fsVJgV/ltianiviji
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G o  T e s o r o " l ! l  A m a z i n g  h o w  T e s o r o  is l e a d i n g  I h e  f u e l  w a r  in N o r t h  

P o l e ! !  Y e s t e r d a y  d r o p p e d  f r o m  S 3  9 3 9  l o  $ 3  7 3 9  All f u e l  s t a t i o n s  in 

F a i r b a n k s  r e m a i n e d  t h e  s a m e  H m m ,  a m a z i n g  h o w  o n e  k n o w s  h o w  t o  

M A R K E T  t h e i r  c u s t o m e r s  a n d  t h  e o t h e r s  a r e  g r e e d y  t o  g e t  t h a t  l a s t  d i m e  

f r o m  u s  f o r  f u e l  T e s o r o .  Y O U  a r e  a  t r u e  l e a d e r  is fu l e  p r i c e  r e d u c t i o n  A l  

l e a s t  h e r e  in N o r t h  P o l e  N i c e  little c o n v e n i e n t  s t o r e  a s  w e l l  K e e p  b e i n g  

T H E  l e a d e r  a n d  p l e a s e  k e e p  t h o s e  p r i c e s  d r o p p i n g  S o o n  y o u  will n e e d  

l o  b u i l d  a  m u c h  l a r g e r  s t o r e  a s  y o u r  C o m p e t i t o r  S O U R D O U G H  F U E L  is 

w a y  b e h i n d  y o u  G u e s s  w o  c a n  j u d g e  w h o  h a s  t h e  G R E E D ' 1"

J P o f f r o a d e r

1 0 / 1 7 / 2 0 0 8  8  2 3  a  m  M r  R a m r a s ,

S u g g e s t  r e m o v a l  T h a n k  y o u  foi s t e p p i n g  i n t o  t h e  d i s c u s s i o n s  a n d  g i v i n g  i n f o  I a m  s u r e

y o u  k n e w  th i s  g r c u p  o f  f o l k s  w e r e n  t y e s  m e n  a n d  w o m e n  b e f o r e  y o u

e v e n  s t a r t e d  t y p i n g  s o  I g i v e  k u d o s  t o  y o u  for s t e p p i n g  u p  a n d  l o o k i n g  

t h i s  m  t h e  e y e

T o  e c h o  s o m e  o f  t h e  o t h e r  c o m m e n t s  o n  h e r e  J a y ,  w e  a r e  g e t t i n g  t a k e n  

t o  t h e  c l e a n e r s  b y  r e f i n e d  oil p r i c i n g  I n  m y  o p i n i o n  s o m e  o f  it h a s  t o  d o  

w i t h  t h e  f a c t  t h a t  w e  g o t  a  1 2 0 0  d o l l a r  e n e r g y  r e b a t e  M o n t h l y  m e e t i n g s  

a r e n ' t  g o n n a  c u t  it W e  n e e d  a c t i o n

S i m p l y  p u l ,  t h e  p n e e  o l  g a s o l i n e  a n d  h e a t i n g  f u e l  is i n f l a t e d  T h e  p r i c e  o f  

d i e s e l  is i n f l a t e d  E l e c t e d  officials g e t  p a i d  t o  w o r k  for t h e  m a j o r i t y  o f  t h e  

c i t i z e n s  a n d  d o  w h a t ' s  b e s t  l o r  t h e  s t a t e  H o w  a r e  M Y  e l e c t e d  officials 

w o i k i n g  o n  t h e  p r o b l e m s  t h a t  W e  A L L  n e e d  h e l p  w i t h ?

P u b l i c  t e s t i m o n y  I n a v e  d o n e  a n d  c a n  d o  a g a i n  H o w e v e r ,  isn't t h i s  is 

w h a t  w e  e l e c t  l o c a l  g o v e r n m e n t  officials f o r 1

P l e a s e  a d v i s e

IP_of1roaaer

1 0 / 1 7 . 2 0 0 8  8  2 5 a m  a s .  - g g e r

S u u g e s t ' a m o v a l  I n o n c e  t h a t  H c  l i y  d r o p p e d  t o  3  6 3  t h i s  m o r n i n g  In F B X  it s e e m s  t h a t

H o l i d a y  a n d  T e s o r o  m a t c h  m o s t  o f  t h e  t i m e

F Y I  m  c a s e  y o u  h e a d  i n t o  F B X  a n d  n e e d  fu e l

F r o c D a r f u r

' 0  T  7  2 0 0 8  6  « 3 a n i  W h e n  y o n  h a v e  a  c o m m u n i t y  t h a t  is s o  d e p e n d e n t  o n  g a s  a n d  oil lo r

j u g g e s !  r e m o v t n  b a s i c  s u r v i v a l  a n d  h a s  v e r y  f e w  o p t i o n s  f r o m  w h i c h  lo  o b t a i n  I h e  p r o d u c t

d o  y o u  e x p e c t  t h e  m a r k e t  will g i v e  y o u  l o w e r  p r i c e s 1  D o e s  a n y o n e  h a v e  

t h e  f i g u r e s  t o  s h o w  t h a t  t h e r e  h a s  b o o n  a  c o n s u m p t i o n  r e d u c t i o n  in th i s  

c o m m u n i t y  in r e s p o n s e  lo  t h e  h i g h  c o s l  O r  h a v e  w e  p a i d  h i g h e r  p r i c e s  

a n d  c o n t i n u e d  t o  c o n s u m e  I h e  s a m e  l e v e l  o t  t h e  p r o d u c t  E x a c t l y  w h a t  

u n d e r  i h e  l a w  c a n  t h e  l e g i s l a t o r s  d o 1  A r e  y o u  p e o p l e  a s k i n g  for p r i c e  

c o n t r o l 1

b u h w o n

1 0 / 1 7  2 0 0 8  8  4 7  a m  F Y I .

S u g g e s t  / e m o v a l  l left F a i / h a '  x s  S a t u r d a y  M o r n i n g  t o  h e a d  s o u t h ,  p a i d  S 3  9 3  F i l l e d  u p

y e s t e r d a y  in W a s h i n g t o n  S t a t e  to r  S 3  0 9  I n O t e g o n n o w  p r i c e s  a i e  

a r o u n d  S 3  4 0

In b e t w e e n  p a i d  S t  5 9  ca/litre in N o i t h e r n  f i r  T h a t  h u r t

B u t  w h a t  re a l l y  g o t  m e  t h i n k i n g ,  w a s  filling u p  foi S t  1 9  c a ' l i h e  in P r m c e  

G e o r g e

D o i n g  t h e  m a t h  3  7 8 5  litres t o  a  g a l l o n ,  w i t n  t h e  c u r i e n l  e x c h a n g e  nt 

S 1  1 8  c a  f o r  e v e r y  S t  u s

I c o m e  u p  W i l h  g a s  h e i n g  a O o u l  S 3  8 2  g a l l o n  in P r i n c e  G e o r g e  W O W  

t h i n g s  a r e  r e a l l y  s c r e w e d  u p  in t h i s  w o i l d  N e v e r  d r e a m e d  o t  I h e  d a y  

w h e n  I w o u l d  fill u p  b e f o r e  c r o s s i n g  i n t o  t h e  U S  N o  l o n g e i  c a n  w e  s a y  

C a n a d a  s  g a s  p u c e s  a r e  h i g h 1

(I d i d  n o l  fill b e f o r e  c r o s s i n g  b a c k  i n t o  t h e  U S  a n d  w a s  h a p p y  w i t h  t h a l  

d e c i s i o n  w h e n  g r e e t e d  w i l h  S 3  0 9  / g a l l o n  in W A  h u l  still w a s  a m a / e d ' l
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