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REPRESENTATIVE GRUENBERG noted that the committee is questioning
whether the increase in gasoline price is due to those in the
petroleum industry or due to those in the transportation

industry.

MR. WEST said:

The fact that we '>re able to ship gas from the
state of Washington economically points to the fact

that the ... refiner's price in Alaska is vrelatively
high Were that not the case, | think it's obvious
that we could ship the product from Alaska,
economca lly, ratherthan having to go to Seattle to
get it. Which doesn't necessarily mean that

transportation cost is solely to blame for higher
prices in Alaska; we think also that limited refining

capacity there is part of the problem,

CHAIR RAMRAS pondered whether refiners in Alaska set their
prices based on what it would cost an outside refiner to ship
petroleum products to Alaska from the Lower 48.

MR.  WEST wsaid that from an economic standpoint, it's hard to
imagine how the wholesale price in Seattle and the <cost of
sh.pping wouldn't, to some extent, influence and perhaps
discipline the price that refineries in Alaska are charjing.

Po;
CHi R RAMRAS asked how Safeway views ts gasoline sal«-.i.

MS. WOOD indicated that because Safeway is primar: y 'n the
business of selling groceries, it views its gasoline sale; as a
customer convenience. Particulaily as gasoline prices escalate,
selling gasoline at lower oprices provides Safeway's cu; comers
with another form of a reward for shopping there, and Safeway
has found that providing discounts foi gasoline is viewed by its
customers as a more meaningful rewa.d than providing discounts

for grocer/ items.

MR.  WEST .dded, though, that Safeway still expects its fuel
department to show a profit at the end of the year and certainly

not to lose money.

CHAIR RAMRAS surmised that the assumption of Safeway's customers
is that Safeway's posted vretail gasoline piices before any
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reward discounts are applied - really are comparables with those
of nearby competitors.

MS. WOOD, in response to comments and questions, vrelayed that
Safeway's divisions are looked at as a whole, and that Safeway's

costs are reflected in its retail prices.

MR.  WEST, in response to comments and questions regarding
Safeway's profit margins andcosts in the different states in
which it operates, declined to answer on the basis that that

information is proprietary.

MS. WOOD added that research of rack price data would reveal
whether, in each state in which it operates, Safeway's retail
prices are a consistent percentage higher than its wholesale

costs.
r.:i ;:5 pm

REPRESENTATIVE ROSES relayed that back when he owned two car
washes that also sold gasoline, it was not his intention to make
money on his gasoline sales, and, in fact, he occasionally sold
gasoline for less than he bought it for because his goal was to
encourage customers to use his car wash services. Back then, he
noted, his average price markup was $.05/gal lon, and almost all
gasoline stations were full service stations, and a Jlot were
owned by mechanics who also happened to sell gasoline. Back
then, the retail market was extremely competitive, and one of
the advantages he obtained when he became a branded retailer for
Union 76 gasoline products was that he didn't have to pay a fee
on any sales paid for with a Union 76 credit card, whereas the
fee lie was charged for all other credit card sales was about 2
percent. He then reiterated some of his comments from earlier
in the meeting, and indicated that even when lie was able to buy
gasoline products for a lower price from his distributor, he
still had to mark up his retail prices such that he could afford
to pay the [potentially] higher cost of his next purchase.

[The chairing site muted audio due to teleconference
interference; therefore, no audio is available tor that

timeframe.]

cer 123 PM

REPRESENTATIVE ROSES provided anecdotal information about his
experience as a gas station owner, and recalled how state and
lederal taxes were simply included as part of the price he paid
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for a load of fuel; therefore, when he was alsocharged a
corporate tax, it was based on his gross sales, which included
federal and state taxes, and so he was taxed on the money he was
paying for taxes. He remarked that gasoline is not a product
upon which to make money, because the retail gasoline industry
Is too competitive, too regulated, and too restrictive.

CHAIR RAMRAS surmised that reta:lers aren't making a profit, and
therefore any profit to be made in this industry must be being
made by either the distributors or the refiners, though the

latter only with difficulty.

REPRESENTATIVE ROSES pointed out that transportation costs must
also be factored in.

CHAIR RAMRAS suggested, though, that some retailers are very
close to a refinery and so therefore don't bear muchin the way
of transportation costs but still chargeretail prices
competitive with those stations that have to have theirfuel
transported in from further away.

REPRESENTATIVE HAWKER noted, though, that some of those stations
are located in areas that have a sales tax.

REPRESENTATIVE ROSES indicated that depending on whata refinery
is charging, a retail station owner might be able to purchase
gasoline from further away and have it shipped for less cost
than he/she could buy it for from a nearby refinery.

LISA SUNDBORG, Office Manager, AlasKk.a Petroleum Distributing

Ir-., lelayed that her company delivers fuel, both wholesale and
retail; that it purchases fuel from the two refineries in North
Pole Lhe one owned by Flint Hills Resources, and the one owned
by Petro Star' Inc. (PS1); that it purchases all its ultra low
sulfu; diesel and all of its gasoline products from Flint Hills
Resources, as well as some home heating oil - both number 1 and

number 2; that it primarily opurchases its h'me heating oil

both number 1 and number 2 front PSI; that it doesn't have any
storage facil"ties; that it has about 17 trucks; and that, it
goes to Lhe refinery, loads the fuel, and then delivers the
fuel, and then - hopefully collects payment for it. She noted
that at one point her company had two gasoline stations but had
closed one of them because it couldn't compete with any of the
"box stores," since they could bu, and then sell fuel at the
pump cheaper than her company could buy it from the refinery.
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In response to a question, she said the company's trucks, in
addition to hauling home heating oil, haul gasoline to its
L attaining station and bulk [amounts of gasoline] to Prudhoe Bay

and other locations.

CHAIR RAMRAS asked whether it would be easy to buy trucks and go
into the business ol hauling fuel

MS. SUNDBORG said permits would have tc be acquired, and one
would have to have enough funds to buy the product to begin
with. For example, the majority of the ~cost her company
contends with is the cost of the product itself, and the company
generally sells its product for about 14 percent more than it

paid for it. In response to a question, she said her company
really only delivers gasoline to two gasoline stations - the one
owned by the <company and another one and although it had

delivered to other gasoline stations in the past, it isn't now
because that's such a hard market; a station has to able to pay
for product wup front before her company will deliver it.

CHAIR RAMRAS offered his understanding that the markup for
distributing fuel is not extraordinary.

MS. SUNDBORG concurred, adding that at the company's gasoline
station, the pump price is $4.20, but the company is purchasing
product for $3.77 and thci paying federal tax of approximately
$.18, thus resulting in a markup of only $.25. And although her
company doesn't charge itself to deliver that fuel, it still
costs the company something to deliver it. Again, on most days,
box stores in the area are selling gasoline cheaper than her

company can buy it for, In  response to a question, she
indicated that all of hei company's costs are significantly
higher now than they wused to be. In response to comments, she
relayed that when the gasoline stations near her company's
station decide to drop their retail prices, tlie company's

station must also drop tt:c prices, even if it means losing
money, or- it won't have any customers.

el it < PM

MR. SNIFFEN said he thought he'd heard Ms. Sundborg say that her
company purchases ultra-low-sulfur fuel from Flint Hills
Resources, but had heard someone else say earlier that Tesoro
owns the only refinery in Alaska that can produce wultra low

oulfui fuel.
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MR. COOK explained that Flint Hills Resources purchases ultra-
low-sulfur fuel from that Tesoro refinery and then resells it at

its oin rack.

MR SNIFFEN asked Ms. Sundborg whether Flint Hills Resources and
Prl nave different prices for home heating oil.

Mf . SUNDBORG said no, their prices are pretty much the same; the
difference is that PSI provides a different payment option,
which her company prefers.

N'l. SNIFFEN asked Ms. Sundborg whether she perceives competition
‘ccurring between PSI and Flint Hills Resources.

MS. SUNDBORG said that credit terms are the driving factor for

her company. In addition, though, PSI neither makes nor
istributes wultra-low-sulfur fuel, so her company doesn't have a
choice in where to obtain that product - it must get it from

Flint Hills Resources. She noted that her company also delivers
fuel to Flint Hills Resources, which prefers to wuse its own

0ot oduct . In response to a question, she clarified that her
company also delivers gasoline in bulk to some commercial
e0 erprises that, aren't gas stations. In response to a further

question, she surmised that a couple of reasons why her company
doesn't have many gasoline stations as customers is because,
on , most stations are branded stations and thus purchase only
branded fuel, and, two, her company demands payment on delivery,
which might not suit most independent stations.

S11- eL

MR. i NIFFEN relayed t.hat about a month ago, his office was
directed to start investigating "these issues," and so started
by reujesting information from the refineries, the retailers,
and the distributors, and has since received only cooperation
from everyone. His office has also requested informal.on from
"Chevron" to try o find out why other gasoline retailers don't
obtain jroduct from the Lower 48, and what some of the barriers

to that process might be. This information will be hei.pful in
considering what, he termed import parity, particularly as it
pertains to Southcentral Alaska. Import parity illustrates the
difference in what it would cost to bring fuel up from the Lower
48 and then sell it in Alaska's market, as opposed to simply
getting fuel directly from one of Alaska'srefineries. Import
parity could ilfustrate, foi example, whether Alaska's
refineries are colluding with each other he added, though,
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that at this point his office has no reason to believe that
that's what's occurring.

MR. SNIFFEN said that if prices at Alaska's refineries get high
enough, competitors might decide to just barge product up from

the Lower 48. Mr. Sniffen indicated that Mr.Pulliam has
relayed that import parity somewhat drives some of the pricing
decisions Dbeing made by Alaska's refineries,. Refiners must

ensure that their prices stay at or below a certain level so as
not to encourage the aforementioned type of competition.
Knowing what it would really cost for someone to import fuel
from thelower 48 would assist the DOL in determining whether
prices in Alaska are [significantly] above what one would expect
in a market that's operating in a rational and normal manner.

MR. SNIFFEN referred to a pair of graphs in members" packets
illustrating regular unleaded retail gasoline prices after taxes
in Anchorage, Fairbanks, and Seattle between January 2002 and

August 2008, The first graph illustrates absolute prices in
those locations, andthe second graphcompares the prices in

Anchorage and Fairbanks with those in Seattle He explained
that the prices in Seattle are used in calculating import
parity. Generally, absolute prices in Anchorage and Fairbanks
have pretty much paralleled the absolute prices in Seattle. He
mentioned that there is another pair of graphs that illustrate
these same things but include a national average price. He
pointed out that all the issues which some have argued are
responsible for increasing retail gasoline orices in Alaska

refining costs, labor costs, transportation costs, fuel costs,
operating costs are not new; those issues have been around for
the last decade and have not changed significantly. These
graphs show what the trends have been. He noted that in the
aforementioned second graph, one can see that in 2007, the
prices in Anchorage and Fairbanks were quite a bit lower than

they were elsewhere in Lhe country.
SN2 e ek

MR. SNIFFEN referred to another pair of graphs that illustrate
regular wunleaded gasoline prices in Anchorage and Seatt [e in
comparison with the price of ANS crude between January 2002 and

August 2008 before taxes. The graph illustrating absolute
prices indicates that, although Alaska's prices aie higher, they
have generally followed the trend of ANS crude prices. This

rules out any argument that the percentage of how much higher
Alaska's prices are has increased recently.
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MR. SNIFFEN referred to another graph illustrating rack prices
compared  to retail regular unleaded gasoline prices in
Anchorage, Fairbanks, Seattle, and the U.S. - on average
between January 2002 and August 2008 before taxes. This graph
ilfustrates what the retail margins are, with the "zero line"
ilfustrating the [rack rate]. Seattle's prices are always above
the rack rate and spike much more drastically and more often
than do the prices in Anchorage and Fairbanks; furthermore, the
prices in Anchorage and Fairbanks have occasionally dropped
below the rack rate. In 2008, the prices in Anchor ge and
Fairbanks had started to rise from the rack late, with the rise
in the price in Fairbanks paralleling the rise in the national
average price, with the rise in the oprice in Anchorage being
much less dramatic than either of those two, and with an
incredible rise in the price in Seattle.

MR. SNIFFEN said this latter graph indicates that the current
price increase is not due to vretail or distribution pricing;
instead, it seems to be the rack rate that drives price. For
example, in August, the average rack rate in Alaska for Tesoro
gasoline was $4.02, whereas in Seattle it was arou- 1 $3.10; this
approximate $.90 difference is ‘high, he vremarked, and should
instead be around §$.20-$.40. He said he 1is not so concerned
that retailers are colluding to keep prices high, or that
distributors are making a let of profit; the data just doesn't
support either of those things as Lhe cause of Alaska's high
prices. Therefoie, the DOL will instead be focusing on refining
issues and on why rack rates are what they are; they don't seem
to be moving nearly as much [as they should].

m o« PM

MR. SNIFFEN, referring to the arguments put forth earliet by the
refiners that regulatory requirements and changes in fue
consumption have increased their costs, pointed out that those
factors have also been present for the last decade. He
indicated that his office, therefore, is questioning why the lag
in a corresponding decrease in Alaska's retail prices has drug

cut for three or four months. He added, it can't be an
operational issue ... we would have seen that kind of stuff
happen before so there is something else going on,

[though] I'm not suggesting it's something that's illegal or
violates any of our laws." [f that lag s really due tothe
tapid increase in the price ot crude oil, a similar lag would be

taking place everywhere else in the country and it's not. Once
the DOL receives the requested information from the refiners, il
will have a better sense of what might be occurring.
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MR. SNIFFEN indicated that it 1is important to know the causes so
as to be able to take appropriate steps now and in the future
should something similar occur again. He referred to the
earlier discussion about possibly making changes to the
restrictions regarding how much the state must sell its royalty
oil for, though noted that such changes would raise other issues
which would have to be addressed. In conclusion, he remarked
that other graphs in members' packets detail information similar
to that which the graphs that were discussed detailed - and all
ilfustrate that Alaska's prices somewhat intersect with prices
elsewhere up until June of this year, after which the
differences in prices became more dramatic and the Jlag in any
corresponding price decrease has bheen long.

CHAIR RAMRAS surmised that constituents would concur.

REPRESENTATI\  COGHILL said he was surprised to learn that one
of the refiners has to import 25 percent of its cride oil in
order to meet its demands. He indicated that he still has
questions that remain unanswered such as whether there is some
finished product being imported into Alaska Lhat's affecting the

retait price .

MR.  SNIFFEN relayed that at the end of the aforementioned

previous gasoline-pricing investigation, it was determined that
Alaska was a net exporter of refined products. Alaska could
refine all the fuel, needed in the Railbelt, and have an excess
supply of gasoline to sell outside of Alaska. He offered his
belief that that is still truetoday, and that Alaska has the
capacity to refine ail the gasoline products that are wused in
Alaska. Usage m Anchorage and Fairbanks make up 70 percent of
the state's total gasoline wusage, with about 60 percent being
used iri  Anchorage and about 10 20percent being used iri
Fairbanks.

o<l I'™

CHAIR RAMRAS said he intends to hold monthly meetings on this
topic until such time as there is no longer a disparity bhetween
prices in Alaska compared with other states, and reiterated that
the committee would be producing a report. He predicted that it
someone undertook to import inexpensive gasoline to ‘tlie state,
the refineries' prices woutd snap back to something more

conventionatl.
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REPRESENTATIVE COGHILL indicated agreement with the intention of
holding meetings until something can be resolved.

REPRESENTATIVE GRUENBERG asked Mr. Sniffen whether ce could
suggest a possible legislative solution.

MR. SNIFFEN said he is not sure that a "price gouging" statute
would really resolve the issue, though it wouldn't be a bad idea
for the state to have one. The question of when such a statute
would be triggered should be considered. [f it were triggered
upon a declared state of emergency, for example, merely having
high gas prices wouldn't reach that level even in times of
economic distress. He indicated that the DOL has drafted such
legislation in the past, thoughit never made it though the
process, and he would be happy to share it with the committee.
He also noted that currently, Alaska's antitrust Jlaw has no
penalty provisions, though thoseof other states do, as does

federal law. Under federal law, a violation carries with it a
maximum penalty of $t00 million for a corporation and $1 million
for an individual, wunder Alaska law, a violation is r.erely a
misdemeanor. The DOL prosecutesallantitrust violations

occurring in the state, and "this" would be included as a
consumer protection Act violation as well.

coeV - PM

REPRESENTATIVE GRUENBERG expressed interest in pursuing a
statutory solution.

[Following was a brief discussion regarding how the committee
might bo proceeding.)

REPRESENTATIVE COGHILL pointed outthat although there is a
refinery in his district, his constituents pay some of the

highest prices [for gasoline and home heating oil] .

REPRESENTATIVE GRUENBERG expressed disfavor with the fact that
Alaska does not have what he characterized as a better antitrust

law.

CHAIR RAMRAS expressed concern that the high retail pricesof
petroleum products are already causing damage to constituents.

[Following was another brief discussion regarding how the
committee might be proceeding.]
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MR. SNIFFEN, in response to a question, explained that Alaska's
antitrust statute is patterned after federal law, but, again, 1is
lacking penalty provisions. Although some issues regarding
competition have been raised over the last few years, the DOL
has not yet had a chance to focus on the state's antitrust law.

3:49:00 PM

REPRESENTATIVE  KAWASAKI offered his understanding that an
article in the Anchorage Daily News indicates that 95 percent of
all the gasoline wused in the state is refined in Alaska. He
asked when the DOL will be able to release its findings

regarding the current investigation.

MR. SNIFFEN said he hopes to be able to share some preliminary
findings before the end of the year.

REPRESENTATIVE KAWASAKI asked how the DOL will determine the
veracity of the argument that rack prices are driven by market

forces.

MR. SNIFFEN said that the DOL is asking refiners how much it
costs to produce "a unit," what thosecosts consist of, and what
costs are variable from year to year. He surmised that many of
those costs won't have actually changed. Ho went on to say:

Based on that information, | can get a good idea of
why (the rack price] ... should change other than
Lhe crude price and what's going into that decision.
And so we'l] have some economic answers [to the

question of] ... what are the stimuli that would cause
a [gasoline] producer to change their prices at the
rack. ... We're going to try and aissect it out, to
all its component “arts as much as we can, and come up

with how it is they're justifying their rack rates.

MR. SNIFFEN, in response to a question, said he doesn't think
that tins type of information was sought during the last
investigation, and the report that was made public was just a
summary of the DOL's confidential report. Ho mentioned that his
office will also be seeking the aforementioned information from

refiners outside of Alaska.

REPRESENTATIVE  KAWASAKI paraphrasing from the findings'
portion of a document titled, "Alaska Petroleum Products Piicing
Investigation Closing Report, Prepared by the Alaska Department
of Law November 21, 2002", and noting its use of the term
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"parallel pricing" - asked for more information about parallel
pricing.

MR. SNIFFEN explained that parallel pricing is what occurs when
a person can see what a competitor is charging for a product or
service and then sets the same price for his/her product or
service. The existence of parallel pricing does not necessarily
mean that collusion is occurring; it is simply that someone has

matched an advertized price, and in  the retail gasoline
business, prices are displayed for everyone to see. The same
can be said to some extent with regard to rack rates because
there are services that track rack rates. He said that when
considering the question of why retail prices are quick to

increase and slow to decrease, one must realize that when the
cost of fuel rises, there is an immediate economic incentive to
raise retail prices, but when the cost of fuel decreases, there
IS no economic incentive to lower prices until the competition
does so. The same is true of rack rates. One possible reason
to lower one's rack rates before the competition does so would
be to obtain more of the market share, but in Alaska, the marker
share for the refiners is pretty much already divided up due to
the geographic Jlocations of the vrefineries, and so not much
change is going to occur. And given that, it's simply just
easier" for the refiners to maintain similar [high] rack rates.

1 I PM

CHAIR RAMRAS characterized the current situation regarding the
refiners as a duopoly, and again predicted that if someone
undertook to import inexpensive gasoline to the state, the
refiners' rack rates would immediately drop.

MR. SNIFFEN concurred.

REPRESENTATIVE GRUENBERG posited that the aforementioned
forthcoming committee report could provide guidance to the next

legislature.

ADJOURNMENT

There being no further business before the committee, the House
Judiri ir/ Standing Committee meeting was adjourned at 4:01 p.m.
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M otor Gasoline Sales: Selected States

January -

"Vom/i

December 2007

U.S.
Rar\

| I W

State Volumes

(Million Gals.)

(1)
California 15,591
Washington 2,780
Oregon 1,533
Hawaii 474
Alaska 268

As Percent
of Total U.S.

(Percent)

(2)

11.3%

2.0%

1.1%

0.3%

0.2%

Source: EIA, Prime Supplier Sales of WotorGasoline by State.



Description Alaska West Coast

(1) (2) (3)
Number of Refineries: 2 18
Number of Refiners: 2 10
A verage Capacity (MB/D): 60 * 140
Average Complexity: 3.3 10.8

* Flint Hills refinery has throughput capacity of approximately 200 MBD but produces only about 50 MBD product.
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Gasoline Demand in Alaska is More Seasonal than West Coast

10-year Averages (1999-2008) :

West Coast Gasoline Demand

A Summer = 3% above average

(MBD)



. Comparison of Regular Unleaded Retail Gasoline Prices (After Taxes)
- Anchorage, Seattle and ANS Crude Oil
January 2004 - October 15,2008 ;o



Gasoline Taxes by State

energye’ Gasoline Taxes
Combined Local, State and Federal (Cents Per Gallon) sOCTOBEH 2008

41.9

38.4 (DC)

US. Average: 48.4



Gasoline Taxes by State

energy

51.0

43.4

43.4

429

374

*

Gasoline Taxes

Combined Local. State and Federal (Centner Gallon)

46.2

324

40.4

36.1

414
44
42.4
404
45.3
434
354 40.2
3712 393 465
384

384

352

OCTOBER 2008

41.9

38.4 (DC)

Greater than 48 4
40 484

Less than 40



Gallon)

Per

(Cents

ude Oil

Source: AAA: EIA; OPIS; Platfs.
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Anchorage, Seattle and ANS Crude Oil

November 2007 - October 15,2008 ,



Comparison of Regular Unleaded Retail Gasoline Prices (Before Taxes)
Anchorage, Honolulu, Seattle and ANS Crude Ol
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

Source: OPIS; Platts.



Alaska, W ashington and ANS Crude Oil

January 2004-July 2008






per Gallon)

(Cents

2002-2007 Average
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What’s the deal? Last Thursday, October Ib™ Idrove back to Homer from Anchorage.
In Anchorage 1paid $3.59 per gallon when | arrive five hours later, having driven 225

miles to Homer, gas was still priced $4.26 per gallon.

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

Please look into the gas price discrepancy both on the Kcnai Peninsula related to
Anchorage and Alaska compared to the lower forty-eight states.

Thank you

Brenda Dolma
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Jane Pierson

From:  Sniffen, Clyde E (LAW) [ed.sniffen@aiaska.gov]
Sent: Friday, October 24, 2008 11:30 AM

To:

Avanti Corp., Rep. Jay Ramras; Rep. Mike Hawker

Subject: RE: Gasoline prices

Mr Gardner

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

1.

o3

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

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

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

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

The legislature is considering some kind of regulation for Alaska refineries but this also has its problems
Hawaii tried to regulate 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

Because the demand forfuel 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 inthe U S Because the state does not regulate the price of gasoline, suppliers and retailers
can price it however they want so long as the price is not the result of illegal conduct like price fixing, or
collusive conduct Our current investigation is focused on whether there is such collusion between or among
the suppliers and sellers of gasoline We hope to publish some preliminary results from our investigation by

the end of the year

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

Clyde E Sniffen Jr.

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

1031 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
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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 | 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
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Jane Pierson

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

To: Jane Pierson
Cc: John Bitney

Subject: gas prices

Hi, Jane — lgot a call Vom a constituent at Kenny Lake (actually, one of Woody’s) who is
upset about the disparity in pump prices between Alaska communities. For example, the price
in Palmer is $3.55, but it’s $4.21 in Glennallen/Kenny Lake. She said she was recently in Tok,
where the price at the Tesoro was about 30 cents cheaper than at Glennallen, and when she
asked the operator where they got their gas, he said itwas delivered by Crowley from
Glennallen. Idon't know ifthe committee is going to be drilling down this far into this issue, but
itwould be nice ifwe could get some rational explanation for that kind of price structure.

Thanks — John

10/21/2008



Jane Pierson

From: Cheryl Hanson [chanson@dgsd.k12.ak.us]
'L Saturday, October 18, 2008 2 41 PM

k . Rep. Jay Ramras

Subject: Question For You

Follow Up Flag: Follow up

Flag Status: Red

Dear Representative Ramras,

My hushand and | had the pleasure of speaking with Representative Harris during the
Deltana Fair at the end of July. We had a very long o.scussi'n regarding many things.

One of the topics that we covered was the high price of gasoline in our state.
question was why were we paying so much more for our gasoline considering that we produce
i. In our state. Representative Harris' reply was tha~ we had to keeping line with the

national average.

Well the price for a barrel of oil is now down below JO and | have yet to see that we are
kee?mg up with the national average. I've been watch.ng the prices it our pumps here in

Delta and there have been very little adjustment.

One Day my husband and | were in one ot the ?_asollne stations and when we asked the clerk
behind thé counter when we would see some relief. Her response was that it would be a
wadjustment. Also, because we get our fuel brought in from Anchorage there were add* |
costs. ~\We have always had our fuel "brought in from Anchorage. Vet, if the price of
carrel of oil goes up the price of gasoline at the pur' can go up 25 cents overnight.

m then asked her who they got their fuel from and She said she tould net tell us. She
ns .then very defensive. !\/B response .o her was, "is s secret?” And she responded

Asaying , "Yes, it is a secret."

Ft question to you is, when are we geing t I cha = Whei ire joing e
with the national average? Also, iy . ic:m . she bvi *pi

e in-line
. lging?"

Thank you for y ur time,
w'tseryl Hansen
Delta Jurict ior.

hop* that m | m . liv< in in area that sn'l ig@ , ncerh.H wilt matter.
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Anchorage International Airport 10/23/08
Jet fuel prices

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

If not? Why not? 1fso? Why? At onetime‘they’ were bring in foreign jet
fuel, are they still ?

What is the price ofjet fuel at Anchorage international V. elsewhere? V.
Prince George?

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

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

gone!

Jerry McCutcheon  susitnahydronow(« yahoo.com
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QOil Falls Near $70 a Barrel, 16-Month Low, Alarming
OPEC

JANOAWY
Oil prices plummeted on Thursday, tailing below $?0 a barrel for the

first time in 16 months, and prompting the OI'FC cartel to call for an
emergency meeting next week
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The rapid decline in prices had alarmed petroleum executives arid oil

producers who are becoming increasing!) nervous that it is
undermining the stability of energy markets

H.AMDON
IHL NOV 11

Oil prices have dropped sharply in recent weeks amid the economic crisis and lower
consumption in developed nations In New Y'ork, oil futures fell as much as Wpercent, to
SoH 5" a barrel, on Thursday, then lowest since June 2007?. At the close, oil was (lown

$4.(19 a barrel, to $(19 By
(>l has lost hall its value since hitting a record dosing price ol $i |[yen a barrel in ,)idv.

Winie not a quilt- rout, the precipitous drop undermines the elusive ipicst for stability
that both oil producers and petroleum executives say the) need to invest ovei the long
term Thursday ssharp decline moved OI’FC members to schedule an emergency
meeting tor next week to look for wavs to stem the price decline Analysts expect the
cartel s producers to reduce their production In about a million barrels a das

The surprise announcement came a week after the Organization ol the Petroleum
Ivvportmg Countries, which controls about .pi percent ol the world s oil exports, said its
members would meet in November amid growing unease over the situation." lint some
OI'HC members base been alarmed at the panic selling in the commodity markets and
successful!) lobbied lor an earlier meeting

I'lie concern now lor both producers and petroleum executives is that the tail oil m prices
could crimp investments and reduce revenue lran's oil minister tiholauilios.sem No/all.
told reporters in Tehran on Tuesday, i hoik the low price isa real damage to the future
ol production

The same question is also weighing on ihciinmIni many energy experts Is the oil
industry about to repeal the errors ol the past, and slash investments as prices fallr* Since
oil is a cyclical business, some energy analysis (ear that today's downturn could set the
stage for a new- price rally ifoil companies <ut their exploration spending

From Us inception more than a century ago, the oil industry has gone through countless
cycles, and uil companies have often nndorinve >ted in periods of falling prices Hie price
collapse of the loSos forced companies to slash nvestnicnls and prompted a wave of
megamergers through the sector

But tlv industry s retrenchment in the face of lower prices left the world scrambling lor

hitp: www.nytimes.com/2008/10/1 7/busincss/worldbusincss/] 7oil.himl? r 1&hp&oref
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oil when demand from Asian and Latin American economies soared.

Now. after nearly adecade of growth, the economic slowdown means there will be less

demand for energy in the foreseeable future.

These concerns were on the minds of petroleum executives who gathered at an industry
conference in Venice last weekend. The titans ofthe oil industry worried that a prolonged
recession, tighter credit and lower energy consumption would mean slower growth in

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

sealed back, some energy analysts said

“This is areal test." Jeroen van der Veer, the chief executive of Koval Dutch Sia.ll, said
during an interview on the sidelines of the conference. "Some people will be

overstretched and there will be some delays in some projects,”

Hut if companies pared their investments, they would set the stage for a surge in prices
when demand eventually picks up. said 1 Robinson West, the chairman of I'h'C Kncrgy.

the consulting company that held the conference.

Many experts have warned that such a squeeze may occur in the next live years, and
could once again propel oil prices into triple-digit territory. In the last decade, the growth

in oil consumption has outpaced the ability of producers to increase production.

A senior oil executive said th.il the industry was determined not to let history repeat
itself. Many oil executives do not expect the current crisis to fundamentally alter the fact
that developing economies will need more energy By 2030. more than three-quarters ol

the world senergy will still be derived from hydrocarbons, including oil. gas and coal

‘Investments in exploration and production are very much linked to the price of oil.” said
Didici lloussni, the head ot oil markets at the International Kncrgy Agcncv. which
advises industrial nations on energy policy "What we can fear is that the financial crisis

leads to delays in many projects "

The drop in prices has already created problems lor producers, who have become
accustomed to high prices. Iran and Venezuela both need oil j .ices at $95 a barrel to
balance their budgets. Russia needs $70, and Saudi Arabia needs $55 a barrel, according
to Ileulsclic Hank estimates Algeria's oil minister, Cliukib KJiclil. estimated on Thursday

that the "ideal" price tor crude oil was S"o to S90 a barrel.

In Russia, which is not part of ()|’K1I’, the drop in prices is threatening to the country s
ability to bolster production. The Russian government has reportedly agreed to allocate
to help

$0 billion to its lour major producers l.ukoil, liazprom. Kosnott and INK BI’

them cope with investment needs amid the credit crisis.

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

will reduce its capital investments over the next few years in response to falling prices.

Global oil demand is undeniably slow ing, particularly in developed Hations. Japanese oil
consumption dropped 12 percent ii \Iguxt, while in the United Stales, demand has been

cut by 8 percent in September.

Still, consumption »growing in developing nations, albeit at a slower pace The
International Energy Agency expects global oil demand to grow byjust 4on.non barrels a
day lIbis year, to 80.million barrels uday. At the beginning of the year, the agency was

expecting growth ol more than 2 million barrels for 2008.

htlp://lwww.nytimes.com/2008/10/17/busincss/worldhusiness/l 7o0il.html? r 1&hp&orel-...
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"We pretty much know where supplies are going to come from in future years, but today 8

the biggest unc* rtainty is demand/' the chiefcxecuti\c ofthe French oil company Total.

Christophe de Margerie, said.
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@ NEWS

How Decreases in Oil Translate atthe Pump

The Average Price of Gas Dropped 4 Cents a Gallon Last Week
By RYAN OWENS, COLE KAZDIN and MUTALE NKONDE

July 21, 2008 —

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

stations.

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

Ihough the price decrease of 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 | to $4.07. according to AAA.

hconomists said roughly every dollar change in the price of oil moves the price of gasoline two-and-a-
half 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 of 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 of gasoline drop from where it is today around $4.11 per
gallon to below $4." said Geoff Sundslrom. of AAA.

Drivers aren't the only ones who would benefit from such a decline. The 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 off employees.

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

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

Copyright 1 2008 ABC News Internet Ventures

http://abcnews.go.com/prinf/id 5415475 10/9/2008
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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 198 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 081015)21543.ctl0v95y&sholv article | 10 15/2008
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crude.

The Department of Energy's latest data on inventories has been delayed a day owing to
a public holiday in the United States on Monday.

Oil traders were also looking ahead to an extraordinary meeting of OPEC on November

18 as member countries fret over falling prices, with some calling for cuts in output as a
result.

Cog?lright 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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Study to look at oil, gas infrastructure

Firms to review, rank the risks along state"s aging pipeline, oil

fields

ANCHORAGE - A stuck of risks posed by Alaska's aging oil and gas
infrastructure will begin this fall.

I'he study, authorized by the Alaska Legislature, invokes a lengtin review
and ranking of oil and gas-i elated risk along the 800-mile trans-Alaska oil
pipeline, the Valdez tanker port, and North Slope and Cook Inlet fields. The
study will not be finished until early 2010.

Ihe study was an outgrow th of spills, leaks and corrosion discovered on the
North Slope in recent years. |he legislature approved S5 million for the

study.

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

ope.

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

| oaks from two corroded oil pipes in 2006 cans ihalfof 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 of corroded
pipe at a cost of $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 system before."
said Ira Rosen, the Alaska Department of 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 of
Anchorage and Houston-based ABS Consulting. The group will look at
paperwork and it's unclear how much time it will spend in the field inspecting
oil and gas equipment, Rosen said.

as a long history of cooperating with state agencies, said spokesman
Rinehart, but its participation in the study has not been determined.

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

Ihe scope of the study also has not been determined. The state this month is
hosting public meetings to hear what Alaskans say the study should focus on.

A recent meeting in Fairbanks drew more regulators and contractors than
members of the public, according to people who attended it. Some who
attended came away with differing opinions on whether the stud), was on the

right track.

Richard | 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 of being a highly bureaucratized thing." he saiu

An en\ ironmentalist who went to the meeting, tiabe Scott of Cordova, said
the study .hould take a hard look at oil-Held management and cost-cutting.

also say the study team should weigh the benefits of creating a citizen
to monitor the trans-Alaska oil pipeline.

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 communities along the pipeline route, he said.

I lie public meeting for comment in Anchorage area is scheduled for Oct [>

Click here to return to story.
http juneauempire.com stories 100708 sta T1127°50t).shiml
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Oil Falls Sharply on Renewed Economic Eears
JAOVOCAWNWAC
-GN IN Tu P MF liv.Ti/r yum 'ii diiinies
or JAVI », 1 )
Oil prices dropped sharply on Monday as the House voted down a '\“’J‘[":‘-”J'Mk |_ k d f
$700 billion bailout plan for the financial markets, raising the specter ny Imos.com INKE [ IJ
ofslower economic growth and depressed demand for petroleum The- New Yoik Times .tnd LinUt’tflnhd\o turned up
tc* jive >».»ucfv!0m\/cri imluslr) nows. AntoinMic.nU
products. The House leadership, however, plans a second attempt to Tt
pass lhe lull,
Crude oil futures tell $10.68 to close at $96.21 a barrel on the New «drlist  Ny*m
York Mercantile Ixeh.mgc. They have lost nearly S25 since last
Monday, and dropped shaiply as the House voting began. Stuart Elliott's In Advertising E-mail

In thi’ last two weeks, eoimnoditv markets have been shaken by the turmoil on Wall
Street while still reeoveimg from the impact ol two powerful Imriii dties m lhe Cull ol

Mexico. Allei reaching $145.1:9 a barrel Ml.lulv prices had slumped lo nearly $1*0 a

barrel earlier this month as the nation's economic piospccfs dimmed. Ibit in 1w Id MOBST FORUAR B ANES
market, thev spiked hack up last week on the hack ot tremendous uucertaiittv in the IV ! F ..l
finnm Ial markets 1 Liinefifjl » LU*>, D 1" vit >mt\. 1= '»1

t 114 ;.n\.re@kik «ijni h 1 dwnl .
Anxiety once again giipped investors on Moudav alter Congressional |- udets tailed to
garner enough votes to pass a compromise bailout agreement that was reai bed ovet the
weekend. The plan, the luggest bailout N1history, would have allowed the Treasury

Department to Imy hai k In milled assets held > hanks and otliei linaiicial institutions. It

; ; L L [ mD, Nand B _ THIE: X K

is uni haiwlien llw House<an reschedule a vote. o1 whether it w ill pass this time. ! PV
1. 1 ,otit/i. M Urjttligf. iHU-M it Lo 1td*ij o IMil
helore tlw vote, investors vveie also reminded that the liuniH nil 1 rigowas tai lloin over
Wl MIve. U 11l Hi Ivtiif» ,tn 1 j.t, it
In the latest episode ol the unfolding meltdown, ( jtign-up will buy the banking Cailllvh
operations ot tin' " Xliovia t Ol por.Mion, tile government said Momlav. Meanwhile the (gl Sdtle . = 1 Ve =1 ath _E-MNERES §
Belgian Dutch and Luxembourg governments partially untioiialim| the Kiuopcan Vs aitnil
_ )

financial conglomerate |orlis, anolliei sign that the trisis that began because ol sour u t 4 lillit 1oL e
home mortgages in lhe Cnilcd Stales could be spreading.
Analysts at llaii lavs Capital said lhe trantic weekend negotiations that led to the bailout
agreement appear to have tailed to reviv- market sentiment 'As tin- economic sitnation
deteriorates, the demand lor commodities, including oil. is expected to slow.
‘*The outlook for global eipiitv, interest rale and exchange rate markets has heroine ) HEALTH
) ) ) ) ) niime* cor hesith
increasingly uncertain analysts at Deutsche Haul wrote in a note to investors We
believe commodities will 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 lor next venr as oil consumption drops
because ol .slowing economii growth, reducing their oil and gas price lotcc.ists by about (Margaret Thatcher's apcrt secret

20 percent for 2009.

htlp;/\viviv.nylimes.cum/2()08/09/3U/biisincss/300il.htnil?lip 9/2y/2008
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Concerns that the- crisis might he spreading to Europe helped push down the value of the
European common currency. The euro dropped against the dollar lo $1.43 on Monday Abso in Health
from S1.46 on Friday.

learning loprevent fai.
Medicare reaches out u>caregiver,

Slones, aance ana vmoom on etaercaro
The weaker economic outlook could further push down oil prices in the coming months it
demand for lil in developed countries keeps falling, according to Ben Dell, an analyst al
Bernstein Research, lie expects oil consumption could fall by 1.3 million barrels a day. or

e.6 percent, in the fourth quarter this year. That is much more than the 470,000 barrels .

Noot to know nore?
day drop forecast from the International Energy Agency. My FwsooeiliEtn , e
‘rnes
“This dynamic is similar to that of the 1980s and suggests that investors mid he
increasingly concerned with the slowdown in Europe. Japan and the U.S..' he wrote in a 1

note to clients. Ctjr Nrw tjaik £jr.ts
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Oil Prices Plunge Despite OPEC Cuts

VIENNA, Austria, Oct. 24. 2008

An OPEC gftempt to stem the free-fall in ail prices fizzled Frld ith crud Io seen 15 months ago on
\a?o?deconomclce}narspdespltte the 1 mem!Jer grdp Y deélzsmn los stroduct? n%yq a taily lVE t|on arreﬁs Y

Qil's imperviousness to hOdPCtIOﬂ cutbacks - emost otentwea on. |nt e OPEC farserala]!1 reflected the cartel ci] |n|sh|
c?ntrol ver prices And 't stat EAncm e cut reflected how seriously rtwewe eerosm

e.oran
ItS revenues, as aid t eunusguﬁl short deliberations le mgﬂ)ted cision

"Ol prices haye witnessed a dramatic collapse ¢ unprecedented in speed and ma nitude,” said the 13-nation
orggE %gpggm\ﬁgﬁé]ow own in Hamang IS I[s),ervlng Po exacer%ate thg situation |n market which has%een oversupphed with

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 Or anlzatl fPtr leum Exportin Countrles ove to reduceo utledto ward
eon{ ars that deman dw% 3 3/ rq l‘Js 0|Ff)< ark tgreactl nre rese rea es With Iﬁn P Hanual

Utst
rtex suc mH fheU P ther. maorFJ Wers nt? rec 5s1Qn an even C masandd Rdlas oomlng economies
slowing - even less ail at lower prices will have trouble finding a buyc

ower to influence oil prices is farther and farthei away from OPEC." said oil trader and analyst Stephen
an‘ & "Everyone tHoug t%h?na an gwoul go on%uy?ng m{orever but that's not the case YL S

"The demand is oIon er there  said Schork "l think people fo Iedt e selve when they said emerging markets could
weather a UdS ovvntu ﬂates yanEe PEC rlq]t poP Its role as | ey pfayel y o

teeply d I stock maikets th reflected f ba d the doprinant infl | markets
g o B e DA o e oy e g e o al ekt

jor EUI?PGF? gmses that weie downm re le erg adurln%the da |mprov cIosmgth stllls red
a ercet Agl nst d% socose sam (yvn ussia twoexc anges Were s wnear ecause

oubedlgt osse an C|assa| they woulan't resume tradling until | uesday
On Wall Street the Dow Jones industrials weie down 400 points well into the hading day

rk crude. fu ure Wer trading at USS64 60 a harrel on the New Yoik Mercantile Exchange aftel falling as lo. as
Uesw earllljer inthe day s ort?ya er SE announceg ItS UL o take effect startltng next % J

%}Jge puces have now fallen 56 percent from Ihe highs reached inJuly, and rnoie than USS41 per barrel in |us! the last 30

Reflecting the huge demand slum rp facing OPEC, a U'S Department ot | ransportalion report released Today showed the
largest monthly diécline in miles ofiven In66 years

A t | f t 2 ith August 2007 t t sing
RS RBG 2 ro ARe 0 g

Il use. the latest weekly report from the US Department ot | nergy shows that has fall
Ot 5ok U B S it vy 10 e g e o e v o e 18

The figures aie significant because the (I S still consumes one out of every four barrels of oil produced

%08 %O%arrcelg%\“ gl; Ha]sdte{hgu i ISFaIr aggl Blggrtég[[ &gl%ﬁtllzlg e grt're N overall output from them is about

%o [ tn%/nskt)%?rg?/ [gsrg%u(cjg)cl)n and comply with the 15 million cut agreed on Friday OPF.C should end up producing about

Ut agamst increasi larming economic developments not only in America but in most corners of the world, even an
% Eagcutcoser to%gr‘%lfl rBa e?sa ay IS unﬁ< R/to tum near-term prices around

hitp.Viwww.chsnews.com/siriries/2008/1 ()/24/world/pt'intable4542523.shiml 10 21 200N
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out reflected a compromise between OPEC members such as Iran and Ven ich were looking lo yapk up to
p@ﬁ%}%ﬂg %nd%o?g%e market, ang O powerrﬂouse Sau%?Ar la ancp gts uFfZ t are more ope tow ] peaI2 for

It also tried }ob PEC members' concerns over eroding revenue with demands from the U.S. and other major
consumers for atfor abecrude

Butthe US criticized the move.

It has aB/va S bee(nor lew that the value of commodities, i | Cludin 0|I should oe temaned no er_n 5 gehtlve rﬂarkets
and no} X] ese antl | e} tp ucFon eclsion [%l%/ Ss secreta (erattosal ( 3/ eh 0|I
a/ocﬁ the é)ast ear contributed to.the slowdown In demand andl the suibsequent ddwnturn in the ecoriomy, an

ask that everyone keep that In mind going forward’

gﬂl. OPEC officials left no doubt that they were ready to slice deeper quickly if Friday's decision does not end the price free

[0 R e e s e s el e

gat mg n ecember InAlgeria s tere are furtner decisions that have to be It hmg prices

"It's clear that th% ministers are atte {ng r]% to underpin at US$60 a barrel," said James w Crawford an analyst with Inter
Emirates "B't where the market will remains open

Inana al to Russia_and other major ail exporters outside OPEC, the all ministers meeting in Vienna indirectly urged them
R e 00p Up prices L yurg

OPEC cannot be expected to bear alone the burden of restoring equilibrium.” said the statement

gat C Secre ar Gemqral Ab Ilaq El-Badn said beforela etlngeu/}atﬂ th Russian Preudent Dmitry, Medvedev on Wﬁo\nesday
e would not ask Russia for ol proﬁucton C%a obﬁ tglncs g {S ave? (d Russia was unlike
agree to production cuts, given that ita ea 15 Datt ngvut ling output as est Siberian ol ields mature

But others spoke of behind-the-scenes negotlatlons between Russia and OPEC on the issue

El Badi tcﬁ)k ain Fnoa/y t em hasi e smo wzﬁ eredlcated bg ahnee%rrxﬁt 0 ra| uc roor
un erneath t mI ran e ezueaan J ers na esusgﬂeste at, for them, se u
oss-maker and liaq said fhursday itwou have toret next year's national budget if prices re a|n un eve

couﬁad” s%bdr eOPEC could not be expected to solve the world's financial crisis - something the organization d|d not cause and

"OPEC cannot bail out the problems of others," he said

MMV 1 he Associated mess All Rights Reserved this material may not be published biuadcasl rewritten or redistributed
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ihe_global oil bihmic " Because of
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Elizabeth Brown

From: garry remsberg [cynnabelle@hotmail com]
Sent:  Friday, October 24, 2008 2:39 PM

To: Timothy Clark: Jesse Kiehl, Rep. Jay Ramras
Subject: RE High Juneau Gas Prices

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

Lawmakers hold second hearing on gasoline prices

Story last updated at 10/24/2008 - 8:21 am
The Associated Press

ANCHORAGE - State lawmakers are not finding easy answers in their investigation into high gasoline prices.
After a second hearing Thursday, they still have more questions than answers why Alaskans pay 70 to 90 cents

more per gallon than drivers in Seattle or Hawaii.
State Rep. Jay Ramras says the problem does not lie with retailers.
The Fairbanks Republican says that leaves the distributor and the refineries and lawmakers can't seem to "peel

the onion back" to find answers.
Senior Assistant Attorney General Ed Sniffer, says there is no price gouging law in Alaska that says they have to

charge any specific price.
The Attorney General's office conducted a similar gasoline investigation in the late 1990s that produced

inconclusive results.

So where does this "investigation" go from 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 231l (Sen Elton s staff may have been mistaken due to an Energy Task Force meeting for the

21%)

lim
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From: garry remsberg [mailto:cynnabelle@hotmail.comJ
Sent: Wednesday, October 15, 2008 10:50 AM

To: Timothy Clark
ISubject: RE: High Juneau Gas Prices

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

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

The Alaska 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.org/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

lim Clark. Iegislaiixe Aide

Olilee of Represeniaiile Andrea Doll
Capitol Building, Room -12b

Juneau, AK 99801

Ph. 907-405-3744

la\ 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

5t tv last updated at 10/24/2006 8 21 am
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Alaska lawmakers hold second hearing on gasoline
prices

7m _PhsHc*J FNd.lv e 20t Inka
ANCHORAGE Alaska - Slate lawmakers are not ﬁ’i‘f‘ v sore T
finding easy answers in their investigation into high S&(ID
gasoline prices et
After a second hearing Thursday, they still have more homes.newsminer.com
questions than answers why Alaskans pay 70 to 90
cents more per gallon than drivers in Seattle or Hawaii L] J
State Rep Jay Ramras says the problem does not lie Affardable Auta
with retailers b )L jAts
RidlGypao

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

1 i fVMMKNOHM
The Attorney General s office conducted a similar gasoline investigation in the late . D"UIE s o
1990s that produced inconclusive results
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On Oct. 8, 2007, crude oil prices per barrel were S81 A bELICIOUS
. . X ) 7 Alaska; minorities sav they thei ignuriui
On Oct 8, 2007, the national average retail price per ficncernoox |inHmOiC'R3<18
gallon of gasoline was $2.77 On Oct. 14. 2008. crude O owixx 8 ra’@/lak)m |f m\’

oil prices per barrel were $81. On Oct 14, 2008, the W Reboi1 9
national average retail price per gallon of gasoline was sTuusir a1
ir

$309
10

On Oct 13, 2007, the crude oil price per barrel was S81, and the Alaska average
gasoline price per gallon was $2.80 On Oct 14, 2008. the crude oil price per barrel

was S81 and the Alaska average gasoline price per gallon was $3.94

Why is the average price for a gallon of gasoline in Alaska 85 cenis per gallon more
than the national average when one year ago today it was virtually the same7 Why is
*he average price for a gallon of gasoline in Alaska $1 14 highei than it was one year
ago today? Why is the national retail fuel price average gasoline per gallon 32 cents

higher than one year ago for the same price oil?

The Fairbanks Daily News-Miner on Aug. 30. 2008, ran a story about an
investigation into price-fixing in Alaska What happened to that investigation7 What is
the status of this inquiry? We Alaskans demand answers! It seems that our
delegates in Juneau and Washington have forgotten usilWhere do we turn? What is

the answer to this problem7

Prices are in U S dollars and collected from plastemart com, consumerreports com.

newsminer com and alaskagasprices com

Community Discussion

Newsminer com doesn't necessarily condone the comments here, nor does it review every

post Read our full i.ser s agreem*. ;

AKpatriot
t0/16°2008. 11 55 p in Monopoly pricing Not tun for tho consumer ¢
Suggest removal

Alaskal
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10/17/2008 12 44 a m Here Hear"!

Suggest renoval
0n my lawork tonight Tesoro on Peger was at 3.631 Iv/as nearly giddy

seeing that sign, and then Ichuckled outloud and shook my head al
myself for being happy about 3 63 a gallon lwasn't satisfied just happy
tosee lhe prices continuing to fall

Ibelieve that a part of the reason of prices differences over a year ago is
the demand for oil That said however, we need tobe looking intoother
ways to tule our vehicles What about Compressed Gas (CG)

Ifwe can pul aman on Ihe moon, and rescue men on iheirway lo Ihe

moon (Apollo 13). we can danmn sure figure out a way to tuel ourselves

cheaper than we are at present

hairbrain

10/17/2006 2 53 a n Lets Just keep voting people back into office like Mike Kelly and maybe

Suggest removal we can keep screwing ourselves

jonnings99705
10/17/2008, 3 11lam Let me stand up and be counted as one who isvery upset with the

Suggest renoval current price of fuel Iburn wood not because I like to but to offset the
unnecessarily high price our state legislature and local refiners are
extorting from us Fairbanks comnmunity issutfenng fronm decreased air

quality due to the increased wood and coal burning

Our stale mandates that oil be sold toboth of ihe local refiners al west
coast price Irecommend that the stale drop Ironpergale and open lhe
fuel gales buy selling oil lo the 3 refineries on the Alaska pipeline at 1/2

price of west coast Maybe they are all too busy running lor office

Both refiners in Nrrth Pole are responsible at the local level for fuel
prices to remain high While lhe'< don"t set the price for a barrel they do

set Ihe price per gallon

Itis past time for the governor to get back intown null off the lipstick

and do the |ob she was hired to do Help the residents ol this sta

shortpath

10/1 <2006 3 1Zam lam currently ir 0 K C and upon arrival drove down Meridian Avenue

Suggest removal Lowest price Isaw was 2 43 at a Seven-Eleven

Hopefully when Ireturn at the end ol the month

Fairbanks

Dirk

10/17/2008 3 55 a m May lIhe owners ot the refineries then immediate shareholders, and

e

Suggest emova’ otners who suck the lile-blcod Horn woikmg people all the w

tne economy, find themselves inthe b*ead lineata soup kitchen
begging tor food, cold to then bones, shivering, and wishing tora hone

to lay then heads down in

Jay Ramras

10/17/2008 4 12 ].].' This is Jay Ramras

Suggest removal
We hosted a hearing in Fairbanks in September on retail gasoline at the

Legislative Information Office in the Alaska USA bu ng Hwas well

attended by R s and D*s horn Anchoiage and Fanbanks

Inallendance were lhe two in-state gasoline refiners. Flint Hills and
Tesoro in Nikiski/Kenai along with distributors and representation from

e retailers along with Ed

saleway (telephomcally) and local gaso

Sniffen the Attorney General®s representative on Consumer Affairs

We determined that we effectively have a duopoly in Alaska and that

there is no anti-trust issue as long as the two refiners don"t speak to

http://www.newsminer.com/news/2008/oct/17/gas-pricc-inquiry/7opinion 10/18/2008
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10/17/2008 5 08 am

Suggest removel

Jay Ranmras
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525am

each other We deteimined that Alaska prices have decoupled from
other rural states with low population density-that \laska prices mirrored
North Dakota, for example a year ago. but now Alaska pnces are

considerably higher than these other states® prices for retail gasoline

We agreed to host another hearing ina month, and lo continue todo so
until we saw a recoupling of prices with these rural stales that mirror our

imputation base and low population density characteristics

Triat next heanng will be inAnchorage next Thursday at 9 am VYou can

listen in by going to the Fairbanks L10

We will host a follow up hearing InNovenmber

We will then issue a report as we were charged lodo Oneof our
recommmendations will be toencourage those elected inthe next
legislature to consider statutory changes that will be recommended by

tration s Attorney General s office and their expert

the Pal adm

consultant Barry Pulliam Irom Econ One We alsowill encourage lIhe

next Legislature to maintain monthly hearings "to jawbone” through the

ne down until we see a recoupling in

public process the price ol gasol

prices with our Lower *48 counterparts

The unique characteristic that Lower "48 states have thatwe do not it
appears isa road systen that allows for more competition from
surrounding refineries Also the feedstock for Flint Hills iscrude oil

rather than less expensive natural gas For the Kenai refinery, they deal

which is the last 113 ol a barrel of oil that they cla

with Ihe "bottons
they sell for a loss Half of Kenat*s crude comes from Cook Inlet, a
quarter from Valdez and a quarter horn around the world They refine

h natural gas. which is the equivalent feedstock of approx S40 pei

barrel of crude

We inquired with former Gov Sheffield director of Ilhe Anchorage Port to

inport gasoline by tame* from Seattle where the rackrate

see ifwe cou

has been consistently SO 30 per gallon lower than Alaska's The port

does not piesently nave that capacity

The legislature lias linited power to solve this problem, butwe do have
the ability to continue to have regular hearings and to shine sunlight on

the pricing disparity W e will issue a report before January on retail

gasoline There should be monthly hearings untilwe see pricing parity

with the Lower 48 reenerge

formation and use lam currently inAberdeen SU and

Jay for your

the puce for regular unleaded gas today is S2 79 pei gallonlKeep the

pressure on the refiners®

Bla Bla Bia I'mgoing back into the bathroom to puke 3gairv

uay,

How did you determine the two refiners don"t speak toeach other? Did
you take their word for it? Ifyou ask me. they (lhe refiners) are not a very

trustworthy source lguess itsjusta coincidence their price is identical

rf the refiners could make a profit selling gasoline tor 52 77/gal a year

ago when oilwas SO1bbi what is then justification other than greed for

I'isback down lo S81/bbl

charging S3 94,%gal now when

The legislature may not have the power to solve the problem but surely

the AG has the power to launch a more in-depth investigation

To Irusuallyrighl.
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¢ The current U S. and global economic downti rn has led to a decrease in global
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energy prices. As a result, projection slor both energy demand and prices are
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EIA - Short-Term Energy Outlook

Overview
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 lhe Organization of lhe Petroleum Exporting Countries (OPEC) lo lower
its production largel by 1.5 million barrels per day (bbl/d), effective November |, 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 prces. 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 lhe
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
lhe 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,

Non-OPEC supply growth is at continual risk lo unexpected disruptions or project delays,
bui the ?Iobal economic slowdown brings additional difficulties as well. Lower ail prices
bring info doubt the viability of some high-cost non-OPEC projects Il problems in global
financial markets lead lo delayed investment in existing and new oil fields. Ihon even a
short-lived economic downturh could have longer-term ramilications lor world oil supply
This would heighten the risk ol a return to a tight supply situation once lhe world
economy (and thereby oil demand growth) recovers

opec supply. 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 il prices, and in anticipation ot rising non-OPEC su%_lles Trie extent ol
actual OPEC compliance to its new production targe” is uncertain - This Outlook assumes
that the n .n rsharp decline inc prices will lead to compliance that is above historical
levels EIA projects that OPEC crude oil Productwn will tail irom 32 3 million bhl/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.l with planned increases in OPEC production
ca?ac_lty, suggests OPEC surplus é)roductmn 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 Gil 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 ail

prices

inventories. Revised data indicate that OECD commercial inventories rose by 400.000
bbhd in Ihe second quarter ol 2008. or al about hall of the historic level ol inventory build
rate during this lime ol year. OECD commercial inventories stood at 2 6 hilllo 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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xls - chart and data in an Excel
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consumption. 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 lhe 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. In2009, total petroleum product consumption is projected to sink bma
further 250.000 bbl/d or 1.3 percent. This decline is more than twice that projected In he

Previous outlook.

Production. In2008, 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 Qil
Productlonz). Domestic crude oil production has been steadily d_e_clmmgi 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 |S_BFOJECted 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 In2009
(Crude Oil Prices) _This is down Irom $ 112 per barrel average projected lor 2009 in lasi
month's outlook. Further deterioration in actual or ex ected_?lob_a economic growth as a
fallout ol Ihe current financial crisis may lead to even lower oil prices.

Regular grade gasoline frlces averaged S2.22 per g‘allon 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

Residential healing oil retail prices this winter are gro'ected in ayeraqe S2.75 Iper_gallon, -
decrease ol 56 cents Irom last winter's average. On-highway diesel luel retail prices are
projected to _avera% $2 73 per ?albn in 2009, down S1.08 Irom lhe 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 relming 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 inthe previous Outlook_? a decrease ol about 10 percent Irom the 2007-2008 winter
healing season. However, wi h 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

consumption. Total natural gas consumFtio i is expected lo increase by 1 t percent in
2008 and fall by 0 2 percent in 2009 E)Tota 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 US expods ol natural-gas-intensive products and further reduce natural gas
consumption by industrial consumers

Production and Imports. Total US 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 expectéd in 2009. lower averageé prices and poor
economic conditions are exP_ect_ed lo limit the expansion ol supplies to 19 percent For
2008, Federal GOM production is now expected to decline by 14 8 porcent as repairs lo
sup ||y 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 (Bell) 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

http://w\vw.cut.doc.gov/sleo
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%as storage facilities in LNG-consuming nations outside ot the United States could lead to
igher U.S. LNG Import growlh in 2009, particular during the storage injection season
(April to September) as more global LNG capacity is brought online.

inventories. On October 31, 2008. WorkinF 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 lhe corresponding week [ast

year.

prices. The Henry Hub spol price avenged 56.94 per Me! in October, $0.94 per Mci
below the average spot price in September. The slowmﬁ 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 éarlier in Ihe
year to meet winter demand.” Beyond the winter, the weak economy and continued
growth in onshore natural gas production are expected to kee? {)I‘ICGS relatively low, On
an annual basis, the Henry Hub spol price, which averaged $7.17 Ber 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

consumption 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
Eear in contrast lo Ihe 0 2-percent decline proiected in last month's outiook (U S Total

lectricity Consumption)

Prices. The recent drop in power generation luel costs has caused some utilities to
reconsider the steep price increases announced this past summer However, luel costs
still remain high, and il is unlikely thal electricity rates lor most customers ... tal
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

consumption Although electric-power-sector coal consumption lor the lirst hall ol 2008
grew by 13 percent, slow growlh in summer electricity consumﬁ_tmn is expected to keeﬁ _
annual _(i;ro h Het in 2008 ~ In 2009, weak economic growth which will constrain growth in
electricity consumption, coupled with projected increases trom other generation sources
(nuclear, natural ?as, petroleum ind wind), will lead to a 0 4-percent decline in electnc-
power-sector coal consumption (U.S. Coal Consumption Growth)

Production 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)

Exports. Inthe 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 gAustralla. 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_-Fercent 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.
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Suggesi removal The Attorney Genera

s office has a separate investigation

Mr Sniffen ismeeting early next week with corporate representatives
from Tesoro®s parent company from the Lower *48 Barry Pullian, the
economist from Econ One who iswidely respected by both the legislative
and executive branch and who was not available for our hearing in

September will be j

ing us

The last time that an investigationwas launched by the AG s office itwas

during the Knowles administration

It took several years to reach very negligible conclusion, chief amongst
those conclusions was that there was no anti-trust violation between the

refmenes

We are working closely with Mr Sniffen He strikes me as
knowledgeable trustworthy and a tough questioner He isdefinitely a

proactive advocate for consumers across Alaska

lhope that the legislature isable to agitate the prices down through
constant-albeit monthly-hearmgs bringing attention to the reliner’s rack
prices, and thatwe see amore indepth reportenerge from the AC s

office

When crude was at $70 lastyear we saw home heating oil at S2 50 to
$2 75 for auto-fill customers ldo not have the information with me at this
early hour as towhat retail gasoline was at the same time but lassume

isnow

itwas a lot cheaper than i

The refiners say they enjoy no economy of scale from the small refinery
market inAlaska But as you and everyone reading these blogs know

that rationale wears consumers® nerves thin very quickly

The pnce rises quickly with the price of crude, and then seems tocome
down atan unreasonably slow rale A reasonable person cannot reach
the conclusion that Ihere isany fairness to the consumer inthe wav the

letneues explain the process

At the meeting next week iwill ask Mr Sniffen trom lhe AG*s office when
they anticipate issuing their report We will issue ours before the
legislature convenes inJanue Y but we do not have access to the same
confidential and proprietary information trom the refiners that (he AG"s

office enjoys

Inope this is he

information to youi question iay

JB

10717s2008 6 004 n jay- we are going topay how much more during those two months of

Suggest removal talks? Lip service IseasylVou are talking like a irue politician explaining

why something (hat should work isnot Take a couple months discuss
discuss, discuss All the while we are paying tomuch11D0 NOT CARE
WHO SPEAK TO EACH OTHER Llcare what Ipay at the punp by

comparison to Ihe resto(our country and all of the rest that you said is

what Icalled italready

p servicelGet off line go do youi job to gel
reelected not commenting tosway voters and maybe we will gel Ibis
straight Maybe

lam notdown on Jay eithet Ihave known thisman since he was inhigh
school and thad worked torm m prior to entering the An force wh.le I
finished college 1do know that Jay has integrity when he bought the
Food Factory from the IRS he paid more pel dollar for the debts owed to

other buisness

lhe aiea than he was lequued because he does caie
about this community and the only thing he really owns hisnanme ldo
believe he does his best and Iwill probably vote toi him again But Istill

say get off

neand go do your job He-he feels good to tell a past

employee! togo do HIS JOB1

hairbrain

10/17 2008 6 16 a JB thanksll

Suggest removal

FieeDarfur

10/17 7008 67 4anm Ihate to tell you crude isat $68 a barrel 0P E C iscalling tor an
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Suggest removal emergency meeting to look at cutting production due to the reduction tor
the need of oil and gas as a result of a global recession Only the US is
not using theV word Go to"Bloomberg"” and look at energy futures and
prices My opinion, the companies know every Alaskan got an extra

$1.200 and they aie going to make sure they get it A bigger question is

rspend tho surplus, knowing the hayday of $100

how will the legisl

plus a barrel oil isover

pmcgraw

10/1712008 6 3 1am A good f'iend of mine is paying 2 22 a gallon inTexas This isnear all

Suggest removal the hurricane damage and the still have higher taxes on fuel then we do

This isoutrageous

Pat
wife228
10/17/2008 8 42 an Family back m Ohio ispaying $2 30- $2 49 a gallon a.i i oil is like S69 a
Suggest removal barrel as of 10/16
Why can"t we see some prices like that?7
lakloeyl
10/17/2008 704 an Isuggest the legislature not renew any royalty oil sales contract with Flint
Suggest removal Hills unless and until they build a sulfur reduction unit on the refinery at
North Pole Motor fuels have to be low sulfur and Kenai isthe only place
in state where itismade
Ifthe state sells itsoil at a lower cost to Flint Hills most ol those savings
will be seen in the iet fuel market That ismost ol what they make out
there
1AKFox
*0/17/2008 706 an The price is high because the politicians take ail company donations and
Suggest removal kiss their rump

And what do the companies get tor their donations?

Dah. the prices are high because ot the lack ol a competitive maiket

and price gouging protection

The royalty etude oil price going to the letineiy is set by the state of
Alaska ana the state can set the price coming out AS-A-CONDITION

t-chooses

0F-SALE any-tinme

Tnis ishow royalty oil price is set

AS 38 05 183 Sale of Royally (e)

What isgoing on
Analogy A hay (aimer harvest®s Ins corp ot hay and sells itlo the feed
store

The feed store marks up lhe hay's price

Now the farmer goes to the feed store and buys (us hay BACK al the

increased price because he did not save any hay for hisown use

Teeling gouged the laimer complains lo his political the price of hay is
high* And 1lhe politcian says “lhe pure ishigh because ol Ihe lack of

competition in the hay market

Yesterday lInoticed the price ot our "HAY® al Farmer®s Loop vs Bently

Mall safeway was IDENTICAL"

FreoDarfur

10/17/2008 7 06 am Flint Hills produces primarily avialion luel which is actually going down

Suggest removal (aster than gasoline Anchorage airport isdependenl on Flint Hills and

http:/lwww.newsminer.com/news/2008/oct/17/gas-price-inquiry/7opinion 10/18/2008
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konny6703

10117/2008. 7 11 am

Suggest removal

docalaska

10/17/2008. 7 1 8 am

Suggest renoval

Fairbanksgas

171712008 7 21 anm

Suggest removal

FreeDarfur

/172008 45.im

Suggest remova;

Jay Ranras

10/17/2008 7 58 am

Suggest removal

akbioggcer
fs\IgV/ltianiviji

http://lwww.newsminer.coin/news/2008/oct/17/gas-pricc-inquiry/7opinion

who controls the legislative body

Sounds like you guys up there need tobe asking Sara Palin "why isour
gas so high?" I'mdown here in the lower 48 enjoying S2 42 something

seems strange

iheard that FLml Hillsmade a long term contract to the military and
when the price ol oil went uo they started losing money so they just

raised the price ofgas to make up the difference So we have lopay for

their bad deals What Iwould eloknow Jay ishow much does itcost
tomake a gallon of gas and diesel There are no real transportation
costs here in North Pole and we should have the cheapest gas in the
country Also how much are the refineries and associated workers

contributing lo Ihe politicians "redaction” funds Then we*ll see why Ihe
price of gas will never go down and our legislators will sweep itunder the

tundra again

We also suspended out State gas lax since last year which makes oui
current prices even more suspicious Check out the picture at

www tautankgas com of the sign in Texas for 52 22 a gallon lguess
that the hurricane affected gas prices less than our refinery oligopoly
While you are at itsurfover to .vww hawaugaspui.es com Their prices
are less than ours and that includes over 50 cents of State tax lguess
that itischeaper toship your raw crude across the Pacific and refine it

on a tropicalisland than to pump ifout of North Amenca*s largest

pipelinenr

Ihave a chart at fairbamsgas con that compares Alaska US average
and crude prices over lhe lasi lew years There isno mystery here we

are gelling screwed big lime by Flint Hills and Tesoro

Kenney6703 Al least she gave each Alaskan S1200 lo help covet the

high cost of eneigy What did you gel in youi Slate horn the government

To help you

This is Jay Ramras

To docalaska

We have already set lhe agenda lor our meeting scheduled on October

23rd

As lIsaid you can attend the heanng by going lo the 110 on the 3id floor

ot the Alaska US A building al 9 am

Lallow

The meeting tor November which has not yet been scheduled

for public leslimony

The Attorney General®s representative. Mi Sniffen will be there |
encourage you lo attend ot to testify by phone (location Anchorage o*

Fairbanks not determined yet/and provide information documentation to
the AG's people The Attorney General®s investigation will be much rnoie

thorough man the report generated by the legislature

itwould bo very helpful ilyou would testify with your thoughts about flint

Hills jay
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Go Tesoro"l!l Amazing how Tesoro isleading Ithe fuel war inNorth

Pole!! Yesterday dropped from S3 939 lo $3 739 All fuel stations

Fairbanks remained the same Hmm, amazing how one knows how to
MARKET their customers and th eothers are greedy to get that last dime
from us for fuel Tesoro. YOU are a true leader is fule price reduction Al
least here in North Pole Nice little convenient store as well Keep being
THE leader and please keep those prices dropping Soon you will need
lobuild a much larger store as your Competitor SOURDOUGH FUEL is

way behind you Guess wo can judge who has the GREED * 1"

JPoffroader

10/17/20088 23 a n Mr Ramras,
Suggest removal Thank you foi stepping into the discussions and giving info lan sure

you knew t

grcup of folksweren tyes men and women before you
even started typing so Igive kudos to you for stepping up and looking
thism the eye

To echo some of the other comments on here Jay, we are getting taken
to the cleaners by refined oil pricing Inmy opinion some of ithas to do
with the fact that we got a 1200 dollar energy rebate Monthly meetings
aren"t gonna cut it We need action

simply pul, the pnee ol gasoline and heating fuel is inflated The price of

diesel is flated Elected off

als get paid to work for the majority of the
citizens and do what's best lor the state How are MY elected officials
woiking on the problems that We ALL need help with?

Public testimony Inave done and can do again However, isn"t this is

what we elect local government of als forl
Please advise
IP_oflroaaer
10/17.2008 8 25an as. -gger
Suugest-amoval Inonce that Hc liy dropped to 3 63 thismorning InFBX itseenms that

Holiday and Tesoro match most of the time

FYl m case you head into FBX and need fuel

FrocDarfur

0T 72008 6 «3ani When yon have a community that is so dependent on gas and oil lor

jugges! removtn basic survival and has very few options from which loobtain Ihe product
do you expect the market will give you lower pricesl Does anyone have
the figures to show that there has boon a consumption reduction in this
community inresponse lo the high cosl Or have we paid higher prices

and continued toconsume lhe same level ot the product Exactly what

under ihe law can the legislators dol Are you people asking for price

controll
buhwon
10/17 2008 847 a FYI.
Suggest /emoval Ileft Fai/ha’ xs Saturday Morning to head south, paid S3 93 Filled up

yesterday inlWashington State tor S3 09 InOtegonnow pricesaie

around S3 40

In between paid St 59 ca/litre in Noithern That hurt

But what really got me thinking, was filling up foi St 19 ca*lihe inPrmce

George

Doing the math 3 785 litres to a gallon, witn the curienl exchange nt

S1 18 ca for every St us

lcome up Wilh gas heing aOoul S3 82 gallon in Prince George W 0 W
things are really screwed up in this woild Never dreamed ot lhe day
when lwould fillup before crossing into the US No longei can we say

Canada s gas puces are highl

(1 did nol fillbefore crossing back into the US and was happy with thal

decision when greeted wilh S3 09 /gallon inW A hul still was ama/ed"1
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