REPORT OF THE ATTORNEY GENERAL'S ADVISORY COMMITTEE ON
GASOLINE PRICING

December 15, 1999

On September 23, 1999, Idaho Attorney General Alan G. Lance appointed an advisory
committee to study the high gasoline prices that persisted in the State of ldaho
throughout the summer months. The charge of the Committee was to determine the
cause of the high prices and to make recommendations as to what actions might be
effective to remedy them. Committee members included Jim Jones, a Boise lawyer and
former Attorney General, Dave Carlson, Executive Director of AAA Oregon-ldaho, Nora
Carpenter, Executive Director of the Better Business Bureau, Dave Bivens, a
Commissioner of the Ada County Highway District, Rick Waitley of the Food Producers
of Idaho, Dr. Greg Nelson of the Idaho Farm Bureau, Brent Kerbs, a gasoline distributor
from Burley, and T. Erik Oaas, former Micron Electronics CFO and private citizen
representative. The Attorney General's office was represented by Brett DelLange, lead

Deputy Attorney General for Consumer Affairs.

The Committee met on October 6, October 26, November 8, November 29, and
December 15 to consider information solicited and obtained from a variety of sources.
The Committee received substantial input from Chevron, as well as input from Sinclair
and TOSCO. Other oil companies provided limited input. The Committee received and
considered input from private citizens as well as from sources pursued by individual

Committee members.



The Committee members were not compensated, having agreed to contribute their
time. The information upon which the findings and recommendations of the Committee
are based is certainly not comprehensive in light of the volunteer nature of the
Committee and the limited, budgetary resources involved. However, the findings and
recommendations are based on solid information and do not extend beyond what can
be supported by the available evidence and reasonable inferences based on the

evidence.

FINDINGS OF THE COMMITTEE

1. Gasoline Prices-Retail. Commencing in March of 1999, Idaho

experienced a sustained period of gasoline and diesel prices that were on average
higher than almost any other geographic location in the country. This occurred both with
regard to rack prices (prices paid to suppliers/refiners by distributors/wholesalers) and
retail prices. The prices for locations supplied by the Salt Lake refiners were generally
slightly higher than those locations in northern Idaho supplied by Washington and
Montana refiners. ldaho consumers do not have to be reminded that pump prices
remained around $1.49/gallon for much of the summer and early fall. During the three-
month period from September through November of 1999, Idahoans paid the highest
self-serve prices for unleaded regular "in the continental United States, as shown in the

chart below. The Idaho average price was 21.5 cents above the national average.



Retail Gasoline Prices by State - Continental U.S.
(Self-Serve Unleaded)
Sept-Nov 1999
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*Oregon does not allow self-dispensed fuel. From Sept.-Nov. 1999, Idaho's
States self-serve unleaded gasoline was highest in the continental U.S.
SOURCE: AAA Fuel Gauge Surveys, Sept, Oct, Nov, 1899
2. Gasoline Prices -- Wholesale. The rack or wholesale prices of gasoline

and diesel supplied to Idaho also began their sustained climb in March of 1999 and
remained at high levels throughout the summer and early fall. The average wholesale
price in Boise during the early part of February was around 48 cents per gallon for
regular unleaded, doubling to around 96 cents per gallon in early September. A chart
showing the weekly rack price for gasoline in selected Idaho markets, as well as
selected regional markets, is attached as Exhibit 1. A chart showing the same data for
diesel is attached as Exhibit 2. The prices charged by the suppliers/refiners at the

various terminals serving ldaho are generally within a few cents of each other at each



location. A pricing sheet, showing the prices charged by the various "competitors" at the

Boise, Spokane, and Pocatello terminals for August 30, 1999, is attached as Exhibit 3.

[Exhibit 3 has not been reproduced on this web site due to proprietary information and copyright
concerns. But to illustrate the Advisory Committee’s conclusion that supplier/refiner prices at
terminal locations “are generally within a few cents of each other” at each location, the
underlying data in Exhibit 3 showed the following wholesale low-high price ranges and price
averages for regular unleaded gasoline, exclusive of taxes and discounts, for August 30 1999,
at terminals in Boise, Spokane and Pocatello: Boise, 94 cents to 96 cents per gallon and an
average of 95.3 cents; Spokane, 85 cents to 88.1 cents per gallon and an average of 86.7 cents;

and Pocatello, 93.25 cents to 96.1 cents per gallon and an average of 95.13 cents.]0 0

3. Recent Price Relief. Idaho generally experiences a substantial lowering

of gasoline prices after the peak summer months when tourist travel declines and
farming operations cease. Such price relief did not occur in 1999. Rather, prices stayed
high into the early fall even though the demand for gasoline moderated. In recent weeks
the rack/wholesale price has declined by about 15 cents per gallon from the summer

highs. This decline has been reflected by retail prices in some areas but not in others.

4, Dealer Margins. Margins for wholesalers and retailers in Idaho were not

out of line during the spring, summer and early fall. With the high rack prices,
wholesaler and retailers had little leeway to add a significant margin. There did not

appear to be a great deal of profitability at wholesale or retail during most of the year.

With lessening in the rack prices in the last several weeks, some dealers have
maintained higher prices to make up profits or recoup losses, while others have passed
on their reduced costs to consumers. With the disparity of prices from community to
community and within communities, there is not an appearance of price-fixing at the
retail level at this time. Some retailers are charging what the market will bear, while

others are giving consumers a break.



5. Crude Oil Costs. A substantial component of the doubling in the rack

prices charges by the suppliers/refiners appears to be the increased crude oil price.

Although the supply of crude oil that is refined for Idaho usage does not generally come
from OPEC countries, domestic producers of crude oil take advantage of the OPEC-
driven price increases and share in the increased profitability with respect to their crude
oil stocks. According to one oil company witness, Idaho is held hostage to the higher
crude oil price from Intermountain sources. Because of their isolated location, Salt Lake
refineries are not the recipients of cheaper crude oil from Gulf Coast sources. The
increase in crude oil prices, however, does not account for the doubling of the rack price
since March. Substantial increases also occurred with regard to the refiner's prices. It is
interesting to note that crude oil prices have increased to a year high in recent weeks, at
the same time that the prices charged to wholesalers by suppliers/refiners have

decreased, which appears to verify the inflated level of the refiners' summer margins.

6. Supplier's/Refiner's Prices. The refiners' cost and margin (exclusive of

crude oil costs) more than doubled during the course of the year. This includes the cost
of refining the crude oil into finished products, as well as the refiners' profits. Although
the Committee made repeated attempts to obtain information as to the extent of the
refiners' margin increases, the pat response was that the refiners had no means of
determining their costs related to production of gasoline and therefore could not
determine their profit margin. Thus, the costs and margin are rolled into one figure in the
available data. The average of this component for 1999 was significantly higher than the
1998 average. Data from other states indicates that this component generally increases
when demand is high because the refiners are inclined, like others, to charge what the

traffic will bear. With five refiners in Salt Lake City and two Sinclair refineries in



Wyoming providing finished product to the Salt Lake market, there are seven refineries
that contribute to the supply in the Salt Lake area and up through the Chevron pipeline
into Southern Idaho. The rack prices charged by the refiners are generally within a few
cents of one another at each terminal. The prices appear to move in tandem. Exhibit 4
compares the Spokane rack price for regular unleaded with the cost of crude oil. The
chart assumes that costs of transportation (which are an unknown) remained relatively
stable and, if so, the chart demonstrates the substantial increase in the refiners' cost
and margin from a low of about 15 cents per gallon at the end of February to a high of
almost 40 cents per gallon during early August. Exhibit 5 shows the various components
going into the price of a gallon of gasoline sold in the Boise market from January of
1998 to September of 1999. The vertical bars show federal and state taxes, which
remained constant at 44.3 cents per gallon during the entire period. The chart shows
the crude oil cost per gallon going from 31.2 cents in January of 1999 to 56.6 cents in
September. The refiners' cost and margin increased from 13.1 cents per gallon in
January to a high of 38.6 cents per gallon in August. Does it cost more than triple the
amount to refine a barrel of oil in August than it does in January7 It is not likely.

7. Idaho's Location. Idaho suffers from geographic isolation. There is only

one pipeline that supplies the southern part of the state -- the Chevron pipeline out of
Salt Lake City. Exhibit 6 demonstrates the large number of pipelines in the east where
the prices are much lower, and the few pipelines in the west where prices are high. Oil
company representatives state that the Chevron pipeline operates at capacity
(approximately 32,000 barrels per day) during much of the year, particularly during the

summer peak season. Generally, transportation by truck or other means is not feasible



from a cost standpoint, although from time to time there is such a disparity between the
rack price in Boise and out-of-state racks that a jobber can obtain cheaper product by
trucking it in. The northern ldaho supply benefits from more available supply but with
problems encountered from the closure of the Yellowstone pipeline from the Billings
refineries in Montana, the supply has suffered restrictions and higher prices. Exhibit 7

demonstrates the pipelines serving Spokane and Northern Idaho.

8. Taxes. As mentioned above, taxes play a significant part in the pump
price of gasoline. The federal tax on gasoline is 18.3 cents per gallon. Up until October
1, 1999, Idaho charged an additional 26 cents per gallon. As of October 1, 1999, the
state suspended the 1 cent per gallon Petroleum Products Transfer Fee, reducing the
state tax to 25 cents per gallon. Exhibit 8 shows the tax rates of the various states. With
its current 25 cent tax, ldaho would be in seventh place (between West Virginia and
Utah). Product provided to Idaho through the State of Washington is subject to
Washington's Hazardous Substance Tax of 0.7% of the wholesale value of the product.
There is no mechanism for obtaining a refund or rebate of that tax so Idaho consumers

have no choice but to pay this additional amount at the pump.

9. Industry Mergers and Acquisitions. Increased concentration of the oil

industry at the local, regional, and national levels appears to have lessened competition
both at the supplier and retail levels. For example, the Federal Trade Commission
recently indicated that it was planning to approve a merger between Exxon and Mobil to

create one of the world's largest energy companies. Such mergers and acquisitions,



which are becoming commonplace at the national level and which are also occurring at
the regional and local level, appear to be having substantial anti-competitive-effects.
The fewer competitors selling a product, the less likely that competitive pressures will
keep consumer prices in check. For example, one of the previous competitors in the
Southern Idaho area, Circle K, has been acquired by another company. Circle K often
priced its product below other competitors in the marketplace, thereby producing
substantial benefits to consumers. Attached as Exhibits 10 and 11 are charts prepared
with data gathered by AAA Idaho in its fuel gauge surveys. These are not intended to be
scientific charts but are essentially based on surveys made of selected retail outlets in
the Boise area for the purpose of demonstrating the general effect of Circle K's pricing
practices in the marketplace. With the acquisition of this competitor, there may not be as
much price competition in the future. Any proposed mergers or acquisitions should be

carefully scrutinized to determine the potential effects on competition.

RECOMMENDATIONS

A. Investigation of the Salt Lake Refiners. There are enough indications of

possible price fixing by the Salt Lake suppliers/refiners that it would be worthwhile to
conduct an in-depth investigation. It is recommended that the Attorney General call
upon the Justice Department and/or Federal Trade Commission to conduct an
investigation of the rack pricing practices of Salt Lake City suppliers to determine
whether tandem pricing is based solely on independent pricing decisions or whether

collusion may be involved. With the number of refineries contributing to the supply, the



sustained high prices, and the almost identical movement of prices charged by
suppliers, collusion can't be ruled out. One thing that is certain is that the oil companies
have been making very substantial profits. As indicated in the newspaper article
attached as Exhibit 12, Exxon, Chevron and ARCO have done extremely well this year.
It may be that the high prices are just the result of price gouging, as opposed to
collusion, but in either event it is not to the credit of the oil companies to take advantage
of ldaho consumers. The cartoon attached as Exhibit 13 makes the point as to the effect

of these pricing practices on consumers.

B. Review State Laws. We would recommend that the State review and

update its anti-trust laws. This would include granting the Attorney General investigative
powers such as are available under the Idaho Consumer Protection Act. At present, the
Attorney General does not have the ability to make investigative demands on persons
or entities suspected of price fixing or other anti-trust violations. Consideration should
also be given to allowing the Attorney General to use the grand jury procedure for
calling witnesses and developing evidence. Without more effective evidence gathering
procedures, it is difficult, if not impossible, to make a case. In addition, the Legislature
should consider funding the Attorney General's office for anti-trust capability. This does
not currently exist. The anti-trust person or persons could monitor and act upon
proposed mergers and acquisitions that may affect consumers in Idaho. Also, an anti-
trust person would be in a position to cooperate with other states in facilitating the
investigation of potential price fixing, such as could be found to exist in the Salt Lake

market.



C. More Merger Scrutiny. The State of Idaho should join with other western

states in urging the Federal Trade Commission and Justice Department to give more
careful scrutiny to all pending or future oil company mergers and acquisitions, The
federal authorities need to do a better job of evaluating the negative consequences to

this region as a result of the lessening of competition from mergers and acquisitions.

D. Support Efforts to Increase the Supply. The State of Idaho should

support efforts to increase pipeline capacity into the State of Idaho, as well as increased
capacity for the transport of crude oil to refineries that supply finished product to Idaho.
It isn't hard to see from Exhibit 6, that Idaho is underserved with pipeline capacity. As
indicated in Exhibit 7, the northern part of the state fares somewhat better, but there are
still supply problems. Measures to increase the pipeline capacity are essential. This

would include:

1. Support of the Aspen Products Pipeline proposed by a joint venture of
Williams and Equilon (Texaco and Shell), which would give the Salt Lake area
and Southern Idaho access to low-cost Gulf Coast gasoline. See, Exhibits 14 and
15. This has the potential for providing the market an additional 40,000 - 42,000
barrels per day of refined petroleum products. It is reported that Sinclair has been
opposing this project, partly because it has its own project, the Pioneer pipeline
which would increase the flow of its products from its Sinclair, Wyoming, refinery
to Central Utah. While the Sinclair project would have some benefits, they simply

could not match those of the Aspen project. Sinclair and other oil companies



should call a halt to efforts to hinder the Aspen project because it appears that

both projects are worth pursuing for the benefit of area consumers.

2. Support of Chevron's tentative plans to reverse the flow of the Chevron
pipeline between Boise and Pasco. This year approximately 6,000 barrels per
day of gasoline were shipped west beyond Boise through the Chevron pipeline. If
the pipeline were reversed from Pasco, this 6,000 barrels per day would
theoretically be available in Boise, as well as a pipeline capacity of 12,000
barrels per days from Pasco. This could increase the available supply by around

50%.

3. Support proposals similar to the cross-Cascade pipeline proposal from the
west coast to Pasco (which has been shelved) or increased barge traffic to
Pasco to increase supplies to northern ldaho (and southern Idaho in the event of

a reversal of the flow in the Chevron pipeline).

E. Washington Tax. The Legislature and State Tax Commission should

consider a means of eliminating or getting Idaho wholesalers a refund of the .7%

Washington State Hazardous Substance Waste Tax on gasoline that is sold in Idaho.
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Exhibit 2

116350 |,

12/30/98 43.65 39.60 42,78 |
01/07/99 43.44 39.76 41.44 12,6010
—01/14/99 44.05 | 40.16 41.23 12,7120
01/21/99 43.76 4103 | 12.2162
__Dygwg 44.64 40.83 12.4310
02/04/99 i 4238 12.2750 |
02/11/99 45.71 43.90 117900
02/18/99 | 46.27 94 | 44.65 12.6112
02/25199 46.65 | 42.56 4,71 - 12.4140
03/04/99 | 4746 42,94 45.87 12,8460 |
031199 | 50.33 45.76 51,28 14.0720
[ 03n8/99 53.26_ 48,30 | 55.56 14,7750,
03/25/99 56.50 51.83 60.63 15.5400
o199 6l46 58.11 68.16 | 16.4700 |
04/08/99 § 65.04 62.49 73.22 16.4450
04/15/99 6651 | 64,29 70.13 16.6970
[ 04/22/99 66.74 6591 62.78 17.8600
04/29/99 64.07 5933 18.1310
" 05/06/99 61.34 64.41 62.13 18.6050
| 05/13/99 60.74 63.88 6331 17.9930 |
0520799 | _ 0100 6315 63.61 17.2900 |
05/21/99 59.15 62.06 6335 71720 |
— 06/03/99 59.03 61.87 63.83 | — 66755
| 06/10/99 59.51 | 62.25 | 67.74 ~17.8380 |
06/17/99 62.28 | 62.12 74.61 18.1770
| 06/24/99 66.23 | 63.91 75.92 18 1850
| 07/01/99 69.46 64.91 75.99 13.8840
| 07/08/99 7141 | 66.66 76.03 19.7280_
07/15/99 72.46 67.89 74.16 20,1050
07/22/99 | 7284 | 6889 7112 20,0490
07129199 72.09 69.48 69.15 20,5230
08/05/%9 7278 71,14 71.74 20,4690 |
" 08/12/99 8 75.63 ] 74.04 7406 | ' 21.3860
08/19/99 71.02 76.29 | 76.02 216640 |
08/26/99 71.78 71.69 76.18 219110 |
09/02/99 | 77.43 78.23 75.48 21.7860
09/09/99 | 76.70 | 77,80 73.86 27 8837 |
09/16/99 | 75.21 77.30 71.96 241560
Lﬁlﬂi’ﬁ{_ﬁ_ﬂ_’”ll t:,___"i% [ nao| 24,3890

Data Source: Oil Price Information Service (OPIS)
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Exhibit 3
REDACTED

[See explanatory note on page 4]
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Exhibit 4

Spokane Gasoline Breakdown (RUL)
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Exhibit 5

Chart6

Boise Gasoline Breakdown (RUL)
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Exhibit 7
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Exhibit 8

Alabama Connecticut

Alaska . Pennsvlvania .
Arizona Rhode Isiand 29.00
Arkansas Montana 27.00
Caiifornia’ 18.00 Idaho 26.00
Colorado 22.00 --| Wisconsin 25.40
Connecticut 32.00 West Virginia 25.35
Delaware 23.00 Utah 2475
District of Columbia 20.00 Nebraska 24.40
Florida' 13.10 Nevada 24,00
Georgia 7.50 Oregon 24.00
Hawaii' 16.00 Maryland 23.50
Idaho - 26.00 Delaware 23.00
Tlinois’ j 19.30 Washington 23.00
Indiana 15.00 Colorado 22.00
Towa 20.00 Ohio 22.00
Kansas 18.00 North Carolina 21.60
Kentucky 16.40 Massachusetts 21.00
Louisiana 20.00 South Dakota 21.00
Maine 19.00 Tennessee 21.00
Maryland 23.50 District of Columbia 20.00
Massachusetts 21.00 Iowa 20.00
Michigan 19.00 Louisiana 20.00
Minnesota 20.00 Minnesota 20.00
Mississippi 18.40 North Dakota 20.00
Missouri 17.05 Texas 20.00
Montana 27.00 Vermont 20.00
Nebraska 24.40 Mllinois 19.30
Nevada' 24.00 Maine 19.00
New Hampshire 18.70 Michigan 19.00
New Jersey 10.50 Arkansas 18.70
New Mexico 18.00 New Hampshire 18.70
New York 8.00 Mississippi 18.40
North Carolina_* 21.60 Federal 18.30
North Dakota 20.00 Alabama 18.00
Ohio 22.00 Arizona 18.00
Qkiahoma 17.00 California 18.00
Oregon'’ 24.00 Kansas 18.00
Pennsylvania 30.77 New Mexico 18.00
Rhode Island 29.00 Virginia 17.50
South Carolina 16.00 Missouri 17.05
South Dakota' 21.00 QOklahoma 17.00
Tennessee' 21.00 Kentucky 16.40
Texas 20.00 Hawaii 16.00
Utah 24.75 South Carolina 16.00
Vermont 20.00 Indiana 15.00
Virginia' 17.50 Wyoming 14.00
Washington 23.00 Florida 13.10
West Virginia 25.35 New Jersey 10.50
Wisconsin® 25.40 Alaska 8.00
Wyoming 14.00 New York 8.00
Federal 18.30 Georgia 7.50

1 Tax Rates do not include local option taxes. In AL, $.01-$.03; CA, $.01; HI, $.08 - $.115; IL, $.05 in Chicagd gxHIBIT 8
and $.06 in Cook County (gasoline only); NV, $.01 - $.10; OR, $.01 - $.02; SD and TN, $.01; and VA, 2%
2 portion of the rate is adjustable based on maintenance costs, sales volume, or cost of fuel to state government.



Exhibit 9

Sunday, Movembsr 28, 1989

includes selling
| 2,400 gas stations

 ByTedBridis
The‘Ass'ociai'ed P"ess
. WASHINGTON — The Fed-
eral Trade Commission is indi-

 cating to states that it intends to
* recommend approval of Exzen

- sources said Saturday.

| The merger would create one

of the world’s largest energy.
" companies. . 7o

. Somestab , however, arenot
. gatisfied with: a proposal

. worked out by the-companies

. and the FTC that includes the

_sale of about 2,400 gas stations
" pationwide. It is unlikely those
states could Stop the deal,

" antitrust and other concel

fhough officials could lobby
FTC commissioners or ask a

between Exxon and Mobil
- the nation’s largest and sec-
ond-largest-oil producers, re-

 spectively —is the sale of about

2,400 gas stations, roughly 15
percent of the companies’ retail-

ers around the country. -

Exxon also wouldsella refin-

' ery. in"Benicia, Calif,, ‘and the
_ m approve . comipanies would sell substan-
~-Corp.’s $81 billion acquisitionof - ' ‘
L Mobil . Corp,, ... government

 throughout the United States.

" Some federal and state offi-
cials have raised antitrust ques-
tions abeut ancther il METger,
BP Amoco’s proposed $29 bil-
lion purchase of Atlantic Rich-
fieldCo. - - L

In that deal, executives from

the ccmpanies-are,expected to

reachaﬁnalagreementaﬂayinfg
 of.

figalssaid.
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Exhibit 10

BOISE GAS PRICE SURVEY 1998-1999
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SELECTED BOISE GAS PRICE, 1998-1999

Self-Serve Unleaded

Source: AAA Idaho Fuel Gauge Survey
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Arco beat
forecasts

Texaco, Mobil fall
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Local refineries could

BY GUY BOULTON
THE SALT LAKE TRIBUNE
Iguore the prices posted in large

lose big in race to supply Intermountain region

proposed either building, expanding
or reconfipwing pipelines o in-
- erease the supply of gasoline and

other fuels in Utah and southern 1da-

numbers at neatly every
store and gasoline stalion in the

state.
A corporate chess game of sorls
Just getting under way may matter
more. Its outcome could inflnence
what you pay for gasoline every time
you €ill up your car oF truck. i
Depending on liow this plays out, it
could fower prices at the pump. But
1t also could force one or more of the
slate’s refineries out of husiness.
And it could drive down the price of
crade oil produced in Ulah and the
o reglon. .
“people are watching this very
M closely,” said Thomas Brill, an econ-
% omist with the siate Uffice of Energy
+ and Resource Planning. )
—  'The game ceniers on ‘whao will sup-
* ply the addilional gasoline and other
tuela needed lo meet the state’s pro-
jected grqw!h_

Lt anlilioe have pach

ho. Compleling all three projects
would flood the market with gaso-

 line, diesel fuel and jet fuel. For that ;-
¥ __",mmedhysouthsm Idaho — i3 pro- "~

reason, diost observers doubi all
three will-be completed. .

The giime, in other words, proba-
bly includes some ing.

“Everybody's playing chicken,”
sald Phil Adams, president of Flying
J Inc., which owns a refinery in
Woods Cross.

No ode disputes that Utah will
nee‘nlilrh re gasoline in the future. De-
mand in¢reased au estimated 37 pex-
cent this decade. That trend is ex-
pectéid 1o continue, albeit at a stower
rate: .

‘Fhb-question is who will meet that
demind. And one proposal in partlec-
alar has the potential to permanently
change the market. .. .

Aspen Producls Pipeline L1C, a
joint venture of Wiltiams Cos., Te¥-
sco Inc.

_ refinery in Sinclair, W,

and Shell Oil Qo., plans to ~

build a pipeline that could bring gas-
‘oline and other fuels from the Texas

The boom in Utal's papulation and Its econarity
aver the pasl decade has incieased demand (dr

Gulf Coast ta Salt Lake City. gasoline and olhar petroleunn products. Tha Wdndis
Gelting gasoline and other fuelsto ‘axpected to confinize. Yot the stéla's existing. #

Utah and southern Idaho ia not éasy. - rafineries could hava totblé sgéfing e: P ed

Neaily at! of ihe gasoli fned ¢| i oo ISk ts o i I GARS:

in Utah — and much of gasoline con-

duced by five Utah'refineries and a
yo.

Tt makes for a relalively lucrative
market. Prices for gasoline and other
fuels are higher in Ulah than many
olher parls of the country. The As-
pea Products Pipeline could chatge
that. . B
The refineties on the Texds Galf
Coast are massive —the smaller ones

are bigger than all five of Utalt’s re- ’
fineries combined. The economies of ,
scale {hat come from their sheer size

h

them o prod g

and other products at a lower cost.

They also have access 1o Jess expea-

siva imported oil.

- Asaresult, refiveries on {he Texas
p;

s See Oll. WARS, . Page E-6

iC in tatis ong i
Wiliams Cos, and Eduilon Pigeiina Go. LLC have
fofmed a joiit venture 10 bulld a prtidiscts pipeling
that cild Bring gasoling, diasel fued and jel firel
trom Toxas Gult Caast toUtehr. . © =~~~ **

fear «

’ AT
| Sourca: Utah Office ol éﬁiﬁgﬁ and fdsburce Plarning
StV llalin{! #Thoe Sall Lake Tribune,
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teibution terminals, would cost op to
£150 millian.

“Nelther partner conid have dooe this
pipeline project alone," said Kelly 5wan,
a Willlams spo

a day to Salt Lake

Salt Lake City.

That still works out to nearly 1.4 mil-
licn gallons of gascline, diesel fuel and
jet fuel a day.

The joint venture's market research in-
dicates the demand in the Utah market is
mww abont § percent 2 year for gaso-

and 10 percent s year Eor diesel fuel

Others question those projections.

“We think that i grossly
ed," 2aid Maguire of Chevron.

Yet Aspen Products Pipeline is seem-
ingly =s determined as Chevron or Sin-
clair and Conoeo to move forward.

e think we have a place in the mar-
ket and ve can thrive thers,” Swan said.
“Redariies _.ﬂi. ol  plans

trolenm products for other companies.
The fear ameng Utah refiners is Gulf

Copst’ refinariey will dump their excess .

products in'the Utah market, driving one
or muhﬁg refineries out of -
would cost the state high-pay-

diesel foel :

The ¢losing of one or more refineries,
inmwnlﬁhmmdmudhrmde
nﬂpﬂduuﬂhﬂhh,putmmﬂrluﬂu
o lower prices.

MW hen look =t thece kinds of sitns-
tions, you i Iook et the overall eco-
nomie imvpaet,” said Andrew Van Chan, 2

for BP Amoco Corp.

EP Amocto owns 2 refinery that can
handie 80,000 barrels of crude oil a day
and that employs 220 people, excluding
contractors, ., -

A:-‘.-p.en Products Fipelfné

A proposed pipsling to Salt Lake Clty
from Texas could remake the market for
gasaline and other fuels in Liteh mrd
southem [dahe, Aspen Products Pipefine
LLE, a joint venturs, pians 1o fink part of

a pipaline owned by Willlams Cos. with 2 -
pipsline pwned by Taxaco Inc. and Shel!
0l Co. The joint venture would convert
the twe sagments to petroleum products- | |
and then budd a 238-mile pipeline from ©
Thompson Springs to Sefl Lake City.

FRTT

ﬂ"‘__-
Sieve Batier / The Sait Lake Tritane,

Consumers understandably may he
that all three projects are completed. The
more gupply, after all, the lower the

But some perapective is needed

F‘inl.wuhem-uiulmamehnt-

could be

Just how adl this plays out is anybody’s
mrmBulmlnh-l:ltzmnrleouwi -1
delicats balance of supply and demand, is
about to change.

TOTAL F.E3
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Qil Wars: The Race Is
On for Utah Market

W Continued from E-1

Gulf Coast can sell gasoline for less mon-,
ey than Utah refineries. The price differ-
ence can offset the estimated 7 cents to 10
cents a gallon it wouid cost to transport
gasoline and other fuels 1,500 miles.

The Aspen Froducts Pipeline also
could give Texas Guif Coast refineries an-
other market for their excess supplies.
And it wouid link the Isolated Utah mar-
ket to the national market.

“That's what this lssue is really about
— we've pever been connecied to the Tex-
as Gulf Coast before,"” Brill said.

Not surprisingly, refineries that supply
the Utah and Idahe markets are not
thrilled about the propased pipeline.

“Its a Ac;:_:l:mgge issue,” said Walt
Maguire, & spokestiin for Chevron Corp.

“We would prefer-that a products pipe- .

line not be bnilt.”

Chevron owns a refinery in North Salt
Lake that can process about 47,000 bar-
rels of crude oil & day. (A barrel is 42
gallons.) The refinery employs about 250
people; excluding contractors.

The company has its own proposal

Chevron operates a2 produets pipeline
that Tuns from Salt Lake City td Pasco,
Wash., passing Pocatello and Boise, Ida-
ho and Spokane, Wash., along the way.
Chevrou has proposed reversing the
pipeline from Pasco to Boise, enabling it
to supply that market from other sources.

That would free up mearly 800,000
more gallons a day of gasoline, diesel fuel
and jet fuel fo sell in Utah.

Chevron plans to complete the project
by June 2000. Magnire said. And it be-
lieves its proposal can meet Utah's pro-
jected needs for the next 10 years.

There's also a third proposal.

Sinclair Oil Corp., which operates a re-
finery in Sinclair, Wyo.,.and Conoco Inc.
plan to build 2 new pipeline from Sinelair
to Salt Lake City that could move 70,000
barrels of petroleum products & day in its
first phase.

The pipeline would replace an existing
one owned by the two oil companies. That

i

If oil from the Texas Gulf Coast is piped to the Wasatch Front, Utah

Michael J. Millee/The S$elt Lake Tribw

refineries like Amoco’s Beck Street facility in Salt Lake City could close.

pipeline was expanded in 1997 and can
move 48,000 harrels of gasoline and oth-
er fuels a day.

{n addition, Sinclair plans {9 increace
the refinery’s capacity by 11,000 barrels
a day in a project estimated to cost more
than $50 million. The refinery now pro-
cesses an average of 54,000 barrels of oil
a day. The project is expected to be com-
pleted in early 2000.

The proposed pipeline also could move
gasoline and other fuels from Kansas,
Oklahoma and even the Texas Guif Coast.

Either Chevron's or Sinclair’s proposal
probably could meet Utah's projected

“Everybody has taken a shot at trying
to so0lve the problem so you don't have to
build a pipeline up here,” said Bill Fink,
president of Inland Refining Inc., which
operates a refinery in Woods Cross that
cap handle 10,000 barrels of oil a day.

Inland itself proposed resurrecting and
expanding a closed refinery in Roosevelt
last ‘year. That project has since been
shelved.

What is clear is the existing players

. wouild like to keep the market to them-

selves,
Last year, Utahns consumed an aver-

- AT, ey W e — =

s winrew L AITE RLT

age of about 2.6'million galons of gas:
line a day. Think of AmericanStores Co.
24-story headquarters in downtown Sa
Lake Clty being filled and drained ever
37 days or 80.. ’

Aspen Products Pipeline would like
piece of that market. :

The joint venture consists of a unit ¢
Willlams Cos. and Equilon Pipeline Ci
LLC. Williams, based in Tulsa, Okla..
the parent company of Northwest Pip:
line. Equilon is 8 joint venture of Shei!
and. Texaco’'s Western and Midwester
refining and marketing businesses.

The proposed pipeline would link pa
of a pipeline . owned by Williams with
pipeline owned by Equilon. )

Williarm's segment rans from Thomy
gon Springs, northwest of Moabd, |
Bloomfield in porthwest New Mexic
The pipeline moves propane, butane ar
other so-called patural gas liquids.

Equilon's segment rums from We
Texas to Bloomfield. It iz used {o mo
crude oil.

The new join! venture would conve
the two segments to petroleum produc
and then build & 235-mile pipeline fro
Thompson Springs to Salt Lake City. T1
entire project, including building two di
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past year and closed Mounday above
$27 a barrel in trading on financial
markets, compareg with a 12-year
~ low of just under $11 last December.
© " *Ihe best inflation news Is behind
© us,” said Cynthia M. Latta, DRI-Mc-
. Graw Hill’s principal U.S. economist.
She noted that low energy prices have
insulated the U.S. economy from oth-

Exhibit 16

last week that so far this yea, pﬁ' of

 gasoline and home heating cil have

increased at a 30.9 percent annual
pace, Gerald D. Colen, an economist
at Merrill Lynch & Co., noted that air-
line fares jumped by 5.3 percent last
month, but he added that fare prices
are volatile and had fallen sharply in
the previous two months.

Nothing illegal about

LY\
g4 A

ornia’s high gas

‘priees, official says

Dy Jordan Lite '
" The Associnted Press

SAN FRANCISCO — Californians
paid $1.3 billion miore for gasoline this
year than they would have if they
lived in states where there's a compet-
itive market for oil, state Attorney
Genéral Bill Lockyer said Monday.

But oil companies aren’t breaking

* the law with their pricing practices,
Lockyer said. Instead, the inflated
prices that forced residents in some
California comrhunities to pay up-

" wards of $2 a gallon in April when
Lockyer started his probe are the re-
sult of inadequate competition, Cali-
fornia’s stiff clean air laws and the

_ state’s slightly higher gasoline taxes.

“We don’t have any evidence that
they've done anything criminal or vi-
olated anything civil,” Lockyer said.
But, he said, “the supply is manipulat-
ed in a way that the highest
possible prices, and that is business,
{hat is the American way.

“We can’t make an antitrust case
about these practices yei,” he added. *
“Whether there is collusion or not or
zone pricing mechanisms ... i still
worthy of invesligation.”

A similar investigation is under
way in Idaho, where former attorney
general Jim Jones is leading a gas-
price task force dppointed by Attor-
ney General Al Lance.

“The price of self-serve regular ut-

leaded fuel in Idaho is as high as an
in the nation, Jones said as his t
force winds down its probe on Idaho

prices. )

Jones hopes to submit a report to
Lance sometime in . Sofaf,
the Idaho investigation has focused
on how a limited distribution system
out of Salt Lake City has restricted
gasoline supplies in Idaho and helped
boost prices

Californians typically spend more
at the pump than motorists every-.
where but Hawail and Nevada, which
gets most of its gasoline from Califor-
nia. Motorists in California paid an
average of $1.32 a gallon between
January and August, compared to &
high of $1.54in Hawati and a low of 89

_ a gallon cents in Georgia, the repoit

found.

Proposed mergers bétween BP

" Amoco PLC and Atlantic Richfield

Co., and between Mobil Corp. and
Exxon Corp. could further stifle com-
petition, especially because 90 per-

“cent of California’s refining capacity
‘and the retail gasoline market s con-

trolled by six oil companies, Lockyer

" said. In Texas, the top six oil compa-

nies control only 58 percent of the
market, he said.
Both consumer advocates and oil
companies calted the report a vidtory.
“The preliminary report’s findings
confirm what we've been telling the
California Uegislature for years,” de-

producs. T
Oil experts said Monday that Iraq’s

decision to cut off supply comes at a
time when oil-producing countries are
enjoying increased leverage. Global
demand for oil is increasing now that
several Asian economies are re-

bounding from last year’s crisis and °

production cutbaclss orchestrated by

Californla Attormey General Biil Lockyer aniswers questions followinga
news conference in Sacramento, Calif., conceming the results of a
probe into skyrocketing gas prices his office released on Monday. Cali-
fomians paid $1.3 billion more for gasoline this year than they would
have if they lived In states where there's a compelitive market for oil.

eergpr s e [on s 4 e ponars e
diminish d:':mand, but more recently
indicated a willingness to keep the
cutbaclss in place until June.

“What better time to squeeze the
market than when inventories have
been drawn down and OPEC is creat-
ing all kinds of uncestainty?” said
Philip K. Verleger Jr., an oil indusiry
consultant.

Tho Associaled Prass

clared Dennis DeCota, executive di-
rector of the California Service Sta-
tion and Automotive Repair Associa-
tion. T '

Chevron Corp. spokesman Fred
Gorell said the company was pleased
Lockyer had found no evidence of
wrongdoing. “We believe that other
ongoing governimental investigations
will come to the same conclusions,”
he said. ce e

The attorney general said he plans
to form a group of consurmers, econo-
mists and oil industry experls to come
up with a plan to lower prices.

He said he will lobby the Legisla-
ture to pass laws that would force
companies to increase their invento-
ries; facilitate imports from outside
the state; enable smaller refineries to
pool their resources and purchase

review any merger or acquisition {o
protect against “the erosion of coinpe-
tition in an already concentrated and
vertically integrated gasoline mar-
ket,” he said.

gallon of gas is $1.3287, according to
Friday’s latest Lundberg Survey, a re-
view of pump prices at 10,000 gas sta-
tions nationwide.

tankers of crude oil; and free retailers
from restrictions on where {hey can
buy their products. .

Lockyer also said he will “carefully
scrutinize the pending mergers of
Exxon-Mobil and BP-Arco to see
what we can do lo restore more
healthy competition.” The state must

. Nationally, the average price of a

Statesmanstajff contributed to th is

story.

But ii_\ey alsos
world's secon
_resumetiesa
barvels of vil ¢

U.N. officia .
have no inme

ies of humanit
More than $2
including spm

Busi

over

Business or,
denounced pn

_ signed to redy

other ergona
as “vague, scit
a politically

. around Congt

1f the Occ
Health Admi

" down this rout

nity is going tc
said Randel
Chamber of Cr
He also sait
ask Congress!|
The rules, &
Departinent, 1
ployer with a1
ergononiic inj
tions in that p
steps such as
or changing th
The rules al
ployers fo res
jured workers
pay and bene
light duty. Wc
would receive
100 percent of
tiont would last
The tules a
manufacturers
worlkers who
havea progran
issues and tear
watch for. Tt
would apply te
worker who





