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PMAA's Weekly Review - June 6, 2008  (WR-08-22]
PMAA TESTIMONY BEFORE SENATE COMMERCE COMMITTEE 

Earlier this week PMAA officer Gerry Ramm of Inland Oil Company in Ephrata, WA, testified before the Senate Committee on Commerce, Science, and Transportation. The Full Committee hearing on Energy Market Manipulation and Federal Enforcement Regimes examined energy market manipulation and the state of the oil and gas markets and their impact on consumers.


Gerry told the Committee “excessive speculation on energy trading facilities is the fuel that is driving this runaway train in crude oil prices today." Further, “this rise in crude oil prices which reached over 135 dollars recently has dragged with it every single refined petroleum product.” He encouraged the Senators to require full market transparency and to close the Administrative Foreign Boards-of-Trade Loophole by revoking CFTC “no action letters” to overseas energy trading platforms. 


Additional PMAA recommendations were outlined, including raising margin requirements (or necessary collateral) for non-commercial entities or so-called “non-physical players”; requiring non-commercial traders to have the ability to take physical delivery of at least some of the product; and providing adequate funding for the CFTC. Gerry also pointed out that the CFTC plans to initiate talks with bank regulators to ensure that adequate credit is available for the farm economy and the same should be done for petroleum marketers.


Accompanying Gerry on the panel were George Soros, Chairman, Soros Fund Management; Michael Greenberger, Professor, University of Maryland School of Law; Lee Ann Watson, Deputy Director, Division of Investigation, Office of Enforcement, Federal Energy Regulatory Commission; and Dr. Mark N. Cooper, Director of Research, Consumer Federation of America.


Soros told the committee that speculation is "distinctly harmful" to the economy and “institutional investors are acting like herds (buying commodities) and they should be denied access to commodity markets.”


"At least 70 percent of the U.S. crude oil market is driven by speculators and not people with commercial interests," said Michael Greenberger, and “turning regulatory authority over to Dubai is a joke.”


Mark Cooper testified that energy market speculation has cost each American family $1,500 over the past two years.


Senator Maria Cantwell (D-WA), who chaired the hearing, stated, “It is abundantly clear to me that the CFTC is not doing everything it can to protect American families and businesses from possible oil price manipulations. Americans may be surprised to learn that our oil futures markets were substantially deregulated by CFTC staff decisions that were made behind closed doors. This “London-Loophole” and now the “Dubai-Loophole” is keeping important U.S. energy trading in the dark. And without proper light manipulators have free reign.”


As he displayed a chart revealing that as more speculators entered into the market, the price of a barrel of crude oil skyrocketed, Senator Byron Dorgan (D-ND) stated that, “Nothing in these fundamentals justify this run-up.” Finally, "If we want our exchanges to be world leaders, they need to have transparency, and speed and integrity," said Senator John Sununu (R-NH).

DURBIN INTRODUCES BILL TO TACKLE CREDIT CARD INTERCHANGE FEE RATES 

On Thursday Senator Dick Durbin (D-IL) introduced legislation to level the playing field between credit card companies and retailers. The measure would allow retailers to negotiate directly with credit card companies to reduce the interchange fees that are charged on every credit card transaction. Last year credit card companies collected more than $42 billion in interchange fees, up from $36 billion in 2006. Interchange fees are apparently charged in order to cover the cost of processing a credit card transaction; however, recent research has shown that interchange fees pay for rewards programs and credit card solicitations. 


Specifically, the legislation would allow retailers to engage in collective negotiations with the providers of any electronic payment system with significant market power (i.e., 20 percent or more of the credit and debit card market) over the fees and terms for access to that system. If the negotiations end in disagreement, a panel of three expert judges appointed by the Department of Justice Antitrust Division and the Federal Trade Commission would investigate the fees, terms, and overall market conditions for electronic payment systems. After the end of the discovery period, the judges would order a mandatory 21 day settlement conference between retailers and credit card companies. If a settlement is not able to be reached, the judges would decide the terms and fees that would be negotiated in a fair and competitive market. The judges' decision would govern access to the electronic payment system for a period of three years, but could be superseded at any time by a voluntary agreement concluded between retailers and providers.


Earlier this year, House Judiciary Committee Chairman John Conyers (D-MI) and Representative Chris Cannon (R-UT) introduced similar legislation (H.R. 5546) in the House. Several committee hearings have been held and the Chairman Conyers has expressed his willingness to bring the bill to the Judiciary Committee for a vote before the end of this year. 


PMAA will continue to oppose credit card interchange fees and keep you updated on any developments. 

PMAA encourages you to urge your Senators to cosponsor Senator Durbin's legislation. Once his bill is assigned a number we will post a letter to Capwiz that you may send to them outlining support.

SENATE HEARING ON NOMINEES TO THE COMMODITY FUTURES TRADING COMMISSION (CFTC) 

This week the Senate Agriculture Committee held a hearing on CFTC nominees Bart Chilton, Scott O'Malia, and Walter Lukken as nominee for Commission Chairman.    
Acting Chairman Lukken and Chilton asked the committee to increase funding and staffing levels at the CFTC to meet the new realities of expanding global markets. Lukken thanked the committee for passing language to “provide our agency with additional abilities to oversee exempt commercial markets,” and reported that the CFTC had begun implementing the measures. He also said he believes commodity prices are not being systematically driven up by manipulation, and the commission is looking into whether prices are rising because of a massive influx of legal trading. He mentioned that yesterday the commission announced new requirements that investors and index funds disclose more information about their holdings in agricultural markets. 


Senator Richard Lugar (R-IN) said the work the commission is doing has “worldwide implications,'' adding that energy costs could “cause a catastrophe in our own economy.'' The Indiana Republican questioned if the commission had the authority to avoid a collapse of commodity markets. “A lot of money is flowing into these markets, potentially creating a bubble,'' Lukken said. ``We do not have the regulatory tools needed to spot that sort of situation.'' 


Chilton testified that the U.S. derivatives industry has grown three-fold in the past five years and he believes the growth is due in part to the last reauthorization, which permits a “principled based approach to derivatives regulation.” Further, “the growth in international markets requires that the CFTC work closely with our foreign counterparts.” He emphasized the need not to jeopardize U.S. consumers by sacrificing transparency particularly on the overseas exchanges that trade the West Texas Intermediate crude oil contract that is a “look-alike” contract traded on the New York Mercantile Exchange (NYMEX). Chilton said that the CFTC will “slice and dice the data” which will better inform the CFTC on whether or not a trader who holds large positions on both contracts could manipulate the market. Specifically, Chilton was concerned as to whether Saudi Arabia’s $900 billion sovereign wealth fund traded on an overseas exchange could have an impact on commodity prices. 


While Senators at the hearing were broadly concerned about the rising commodities prices, they did not voice objections to confirming the nominees. The full Senate will have to confirm the nominees assuming the committee approves them. Senate Agriculture Committee Chairman Tom Harkin (D-IA) asked for unanimous consent to bring all the nominees to the Senate floor by the end of the week for a confirmation vote.  

SENATE TAKES UP DEMOCRATIC ENERGY BILL WHILE CLIMATE BILL STALLS 

With support for the climate change bill in the Senate falling, Senate Majority Leader Harry Reid (D-NV) turned his attention to S. 3044, an energy bill supported by Senate Democrats. This bill includes a 25 percent windfall profit tax to fund alternative and renewable energy technologies. 

GAO RECOMMENDS AST TANK REGISTRATION TO AID EPA SPCC ENFORCEMENT 

Last week the U.S. Government Accountability Office (GAO) issued a report recommending the U.S. EPA adopt an aboveground tank registration program in order to better target bulk plants for enforcement under the federal Spill Prevention Control and Countermeasure (SPCC) regulations. According to GAO, during fiscal years 2004 through 2006, EPA regions conducted just 3,359 SPCC inspections, which is less than one percent the estimated 500,000 facilities subject to the SPCC rule. The GAO report found the lack of enforcement is due to the EPA’s inability to effectively identify facilities subject to SPCC regulations. In its report, Aboveground Oil Storage Tanks: More Complete Facility Data Could Improve Implementation of EPA's Spill Prevention Program, the GAO said information on AST facilities is so meager that the EPA resorts to identifying facilities for enforcement by reviewing state referrals, conducting Internet searches, and looking through the Yellow Pages. EPA said it is currently developing a national database to improve management of the SPCC program, but the data collected thus far is limited to facilities previously inspected. 


The GAO report concludes that a registration and reporting program for all ASTs nationwide is needed to improve the EPA’s database. The GAO recommends the EPA adopt an AST registration program that requires tank owners to register with the EPA and report site information including, the number of tanks, storage capacity, age of tanks, location, and quality of construction and methods of operation. The GAO also recommends adoption of additional SPCC program performance measures so that the EPA can determine the extent to which the program is achieving its goals. The EPA said it generally agrees with the GAO recommendations though has not said whether it will pursue a registration rulemaking. 


PMAA will monitor this issue closely and oppose any additional new regulations on ASTs. The GAO report is available online here. (pdf file) 

NATIONAL ROADSIDE TRUCK INSPECTION & ENFORCEMENT ACTION SET FOR JUNE

Petroleum transporters should be prepared for stepped-up DOT enforcement this month when a nationwide roadside truck inspection sweep is scheduled to take place. The Commercial Vehicle Safety Alliance (CVSA), a group of federal, state and local transportation enforcement agencies is preparing to put 10,000 inspectors at 1,500 sites nationwide to conduct approximately 75,000 roadside inspections June 3-5, 2008. 


The CVSA “Roadcheck” inspection sweep is an annual event designed to highlight common violations of state and federal motor carrier and HAZMAT transportation regulations. The program is designed to take unsafe drivers and vehicles off the road, increase awareness of inspections and their function, educate drivers about maintenance and gather data. While this year’s Roadcheck “theme” will promote seat belt use, a full Level I inspection will be conducted on each vehicle stopped. A Level I inspection includes examination of driver’s license; medical examiner’s certificate; alcohol and drug use; driver’s record of duty status; hours of service; seat belt use; vehicle inspection report; brake systems; coupling devices; exhaust systems; frame; fuel systems; lighting devices (turn signals, brake lamps, tail lamps, head lamps and lamps/flags on projecting loads); safe loading; steering mechanism; suspension; tires; wheels and rims; windshield wipers; and compliance with applicable HAZMAT requirements. 


During last year’s Roadcheck sweep, 62,370 trucks were inspected. Inspectors removed 4.9 percent of drivers from service for violations of the federal hours of service regulations. Sixty-one percent of all driver citations were due to hours of service violations. Citations for improper CDLs or credentials in the U.S. made up 11.9 percent of the driver violations found in 2007 up from 7.6 percent in 2006. CVSA reports the number of U.S. trucks placed out of service in 2007 was 21.5 percent with brake defects making up 54 percent of the mechanical violations. Vehicles that pass the Level I inspection will be given a CVSA decal that will prevent further inspection stops during the Roadcheck sweep.

DECLINE IN VEHICLE MILES TRAVELED

The most recent monthly report from the Federal Highway Administration (FHWA) on highway use shows a continuing decline in vehicle miles traveled (VMT). The VMT on U.S. roads in March was the highest since October 2007, but still well below the March figures from a year ago. The FHWA's Traffic Volume Trends monthly report shows March VMT fell 4.3 percent from last year marking the first time since 1979 that March travel fell. March figures fell from 257.3 billion VMT in 2007 to 246.3 billion in 2008. The 11 billion VMT decline is the largest yearly drop for any month in the history of FHWA's statistics. The Traffic Volume Trends report began in 1942. February 2008 figures showed a one billion VMT increase over February 2007, but cumulative VMT has fallen by 17.3 billion since November 2006. Monthly "Traffic Volume Trends" reports are available at: http://www.fhwa.dot.gov/ohim/tvtw/tvtpage.htm.

RED CAVANEY TO RETIRE FROM API

Red Cavaney, CEO of the American Petroleum Institute (API) announced his intention to retire effective November 2008 where he has served since 1997. He will be succeeded by Jack Gerard, president of the American Chemistry Council.


Following his service in the administrations of Presidents Nixon, Ford and Reagan, Cavaney went on to lead the American Plastics Council and the American Forest and Paper Association.

PMAA PARTNER SPOTLIGHT FEATURING: NATIONAL BIODIESEL BOARD

June 19th Webinar on Biodiesel


PMAA and, the National Biodiesel Board (NBB) are pleased to offer our second series of "FREE" comprehensive biodiesel educational programs designed to inform petroleum distributors on all aspects of biodiesel and Bioheat® fuel oil. 


Paul Nazzaro of NBB will be presenting this discussion on Thursday, June 19 from 2:00pm to 4:00pm EST. Please click here for detailed information and webinar registration.


For more information on the webinar, please contact Bill Riordan at Advanced Fuel Solutions by emailing him at briordan@fuelsolution.com or calling him at 978.664.5923.

PMAA MEMBER SERVICES SPOTLIGHT FEATURING: STAPLES BUSINESS ADVANTAGE

Buying office furniture from Staples is easy. Whether you need a brand-new desk or a brand-new office design, our team of industry experts is ready to help. Best of all, they are part of the existing Account Management team that you have come to know and trust. The Furniture Solutions Specialists offer:

· Analysis of client needs

· Product recommendations

· Delivery, implementation and installation services

· Design consultation

· Project management

· Warranty and reconfiguration support

To find out more about Furniture Solutions and making Staples your one source for all of your business needs, contact your Staples representative, Gail.Harrison@Staples.com or register here. 

FROM THE U.S. ENERGY INFORMATION ADMINISTRATION

U.S. Average Retail Gasoline Prices – For the ninth consecutive week, the U.S. average retail price for regular gasoline climbed to another all-time high. The price shot up by 14.6 cents to 393.7 cents per gallon. During the last two weeks alone, prices have climbed 21.5 cents. Prices rose in all regions with the East Coast jumping 14.2 cents to match the U.S. average at 393.7 cents per gallon. The average price in the Midwest went up 15.2 cents to 395.1 cents per gallon. The average price in the Gulf Coast jumped 14 cents to 382.9 cents per gallon, the lowest of any region. The price in the Rocky Mountain region went up the most surging 16.5 cents to hit 385.1 cents per gallon. Once again, the average price for the West Coast was the highest in the nation shooting up 14.6 cents to break through the four dollar mark at 402.9 cents per gallon. The average price in California also shot past four dollars hitting 409.9 cents per gallon, a jump of 14.7 cents.


U.S. Average Retail Diesel Fuel Price – During the past week, the national average diesel price continued its upward momentum surging up 22.6 cents to 472.3 cents per gallon. Prices rose in all regions by more than 20 cents, and during the past three weeks, the national average price shot up 57.4 cents. The average price on the East Coast increased by 23.5 cents to reach 477.9 cents per gallon. In the Central Atlantic region of the East Coast, the price went up 23.1 cents to 491.3 cents per gallon, 203.1 cents above a year ago. In the Midwest, the price went up the least of any region, but still jumped 20.4 cents to hit 466.7 cents per gallon. The average price in the Gulf Coast was 467.3 cents per gallon, an increase of 23 cents. In the Rocky Mountain region, the average price grew by 21.1 cents to 465.3 cents per gallon. On the West Coast, the average price soared 27.3 cents, the most of any region, to hit 488.3 cents per gallon. The average price in California shot past five dollars for the first time by gaining 29 cents to land at 502.7 cents per gallon.

Arizona Petroleum Marketers Association is pleased to send you the

















