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ÔPain at
the

pumpÕ
... casting a dark cloud

over entire U.S. economy

Town Hall meeting focus:
state of economic issues

Ken Schram and John Carlson now
host a highly-rated talk rad show on KVI
out of Seattle. Many in Western Washing-
ton also remember them as the hosts from
the “left and the right” of the popular
Town Hall Meeting television show fea-
turing an audience participation format
that aired Sunday evenings on KOMO
(ABC) for decades .

On June 12, 2008, the two once again
hosted a televised Town Hall Meeting, on
the state of the economy. The hour-long
show contained three segments featuring
discussions about the pain at the pump,
skyrocketing grocery prices, and the home
mortgage crisis.

The show topped the viewer charts in
the time slot and was simultaneously
broadcast via KOMO radio as well.  Be-
fore the night was over, it was clear that
the majority of the public were convinced
our economy was not only in a recession,
but possibly in the deepest decline since
the Great Depression of 1929.

In the first segment, AUTO Exec Tim
Hamilton sparred with oil company repre-
sentative Frank Holmes of the Western
States Petroleum Association (WSPA).
The CEO of grocery chain Top Foods and
the manager of a Seattle food bank fol-
lowed and tackled the skyrocketing food
prices.

 The final segment featured an execu-
tive of Homestreet Bank and a nonprofit

group assisting families who are under the
threat of eviction and repossession of their
homes due to rising interest rates on home
loans.

‘PAIN AT THE PUMP’
The pain at the pump segment imme-

diately recognized the difference of opinion
between Hamilton and Holmes.

Holmes, sticking to the historical oil
company lines, claimed the companies were
making very little profit today even with
prices at the pump reaching upwards to-
wards $5 per gallon.

Hamilton focused on how the compa-
nies profits are skyrocketing and explained
how it doesn’t cost anymore to bring crude
out of the ground and refine it into gas or
diesel than it did when the price was only
$1.50.

The rise in the price at the pump “was
increased profits for somebody” was a con-
cept with which the audience fully recog-
nized.

Normal market functions at work
or, creating shortages for profit?

Using the audience format to its maxi-
mum potential, Schram and Carlson roamed
the audience for comments.

 One gentleman who drove trucks ex-
plained how he was forced to park his rig due
to the costs of diesel.

Another, a former small business opera-
tor of a landscaping business rose to explain
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Elected officials struggle with finding
solutions to record high pump prices

As the U.S, economy faltered this spring,
many accused elected officials for the prob-
lems of higher prices at the pump.  As the
price climbed higher and the nations economy
sunk lower, the pressure grew accordingly.

Democrats in Congress lead by WA
Senator Maria Cantwell took on the Bush
Administration arguing that an “Enron Loop-

hole” lobbied through Congress by long
time Bush ally and Enron CEO Kenneth Lay
was part of the problem.

Cantwell introduced several proposals
to increase the regulatory review of oil specu-

MEDIA OIL SESSION -- Congressman Jay Inslee (D-WA) watches as AUTO Exec Tim
Hamilton and U.S. Senator Maria Cantwell respond to the media during a recent press
conference in Seattle.  Cantwell explained her attempts to get Congress to pass legislation
that would prohibit speculators and oil companies from manipulating supplies of gasoline
and diesel.  The event was held at a local food bank to raise awareness of the problems
food banks are facing with skyrocketing costs of transporting food, decreased donations,
and increasing numbers of people seeking assistance.

lation and trading with some success by
hanging on amendments and lobbied an
amendment  through Congress and stood
down government oversight of numerous
petroleum trading activities.

Cantwell was also recently successful in
convincing Congress to provide the Federal
Trade Commission with increased investi-
gative powers to detect “manipulations of
supply.”

While it sounds encouraging, it’s be-
comes less clear when one tries to define
what activities  actually constitutes manipu-
lation of supply.

As an example of the complexity, ex-
porting of motor fuel to foreign countries,
intentionally reducing production rates at
local refineries, or simply choosing not to
import fuel into a region can at times be
legitimate business practices.

At other times, the purpose and effect is
to establish inventory levels so low that these
actions could be expected to spike prices
artificially high.

TO ÔMANIPULATIONÕ  PAGE 5

ÔPain at the pumpÕ
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Welcome new
advertisers!!

Joining AUTO Bulletin ad-
vertisers this issue are
Arid Technologies, Inc.,
page 6, ARBOR
BIOFUELS, page 20, and
E n v i r o n m e n t a l
Mangement Services,
LLC, page 23.

I ALWAYS REMEMBER how much attention was paid in the me-
dia to the local gas station and the price signs during the Arab Oil Em-
bargo in 1974.

Every broadcast seemed to have all the television stations interview-
ing customers in the lines waiting for fuel. Then, they always got a quote
from the dealer who was nerveously watching everyone to make sure no
goof ball got too rambunctious.

Lately, the price at the pump seems to be the big story again. Prices
over $4 this time though just doesn’t seem as big a story as when it broke
50 cents a gallon in January of 1974. Then again we had odd/even li-
cense plate rationing and the good old green and red flag system to alert
motorists that we even had gasoline to sell that day.

NOW, BACK IN 74, the public simply didn’t buy the arguments
from the oil companies that it was all the fault of OPEC and they weren’t
making a killing off the price. Same as it is today.

Then there were the reactions from the politicians in 1974. “Goug-
ing” came screaming out of the nation’s capital and scores lined up to
vote for an excess profit tax on the companies. This was quickly fol-
lowed by “We’ve got to break America’s reliance on foreign oil!” and
“We need to develop new renewable resources of energy like ethanol,
solar, and wind power” rang throughout the land.

OTHER POLITICOS, mainly those from oil producing states tried
to lay the whole blame at the feet of the automakers (remember the 1971
Oldsmobile 98?) and their partners in crime (the environmentalists).

Well, I watched television last night and immediately recognized that
little has changed in politics over the last 35 years. It was deja vu with all
the political squabbling and ridiculously inaccurate statements about
public policy initiatives that will never come close to promises of their
promoters.

IT’S SUMMER, so let’s play baseball.
First up to bat is the old temporary suspension of road taxes this

summer promoted by Clinton and McCain. Now, everyone knows that
every time a short term roll back in prices never gets to the public as
either the oil companies jack the wholesale the day before the tax comes
off or the dealers, having just gotten creamed by a price spike retain the
rollback to cover some of their losses.

Strike one.

Moving to the excess profit taxes on the companies, how does that
get the money back in the hands of the public? This deserves a cartoon
of an oil exec and a politician fighting over some poor smock’s wallet as
they hold him down on the island.

Strike two.

NOW, LET’S MOVE to the idea we will drill everywhere possible
to park a rig.
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BP, ConocoPhillips, and Shell continue
towards their goals of vacating station
ownership in the United States. All three
companies hope to be completely out of the
station ownership within the next couple
years.

In most areas of the country, the
companies are selling stations in blocks to
jobbers or chain retailers. The exception is
the states of Washington and California
where lessee dealers have a right of first
refusal prior to the sale to a third party.

Since the right of first refusal makes it
difficult for the companies to sell blocks of
stations or a regional market such as recently
occurring with Shell in Oregon, the
companies have approached their dealers
and issued a “voluntary offer” offer to the
current lessee dealer.

The terms are typically a non-negotiable
price with a deed restriction requiring the
station to remain a gasoline station under the
company brand for a period up to 20 years.

A common complaint heard from the
dealers receiving a voluntary offer is the
price is so high it would not allow the dealer
to pay the debt service by operating the
location as a gasoline station.

In other instances, dealers fear the
company will take the long term supply
commitment and sell it to a jobber whom
then would inflate the wholesale price
charged the dealer to pay the debt service on
“goodwill” paid the oil company.

The concern over the future wholesale
price of gasoline and the up to 20-year service
requirement secured by a deed of trust creates
substantial risks in the minds of many of the
lessee dealers.

While jobbers in Washington state
typically will sell gas to modern stations for
a margin of 1.5 cents to 2 cents per gallon
plus freight, dealers in areas where the
companies sell the branded contracts to
jobbers have often complained of wholesale
margins hitting 10 plus cents per gallon.

The selling of the motor fuel
commitments to a jobber amounts to the
company’s selling its interests twice. First
goes the real estate to the dealer and then, the
good will for the wholesale contract to a
jobber.

Nearly every experienced industry
observer is convinced the sale of the stations
is simply the first step in vacating the direct
delivery system in favor of a jobber supply
distribution system.

Problem lies in answering the question
of how does the station operator compete
against pumps in a Safeway parking lot and

against other branded dealers who  are buying
at a lower wholesale price from a jobber who
didn’t pay good will to the company for the
contracts?

What about the ARCO station operator
that needs the low price niche that is sold to
a BP jobber that buys at rack like the Chevron
and Shell jobber?

The problem of the branding
commitment is well known and causing
problems with financing. The Small Business
Administration (SBA) and commercial banks
are now refusing to provide dealers loans as
the deed restriction limits use of the property
to the operation of a service station for up to
20 years yet the price is “highest and best
use.”

If the first dealer runs into trouble, the
financial institution would likely have to
find a new dealer for the company as the
deed restriction removes all other options.

How does the second dealer succeed
where the first one couldn’t make a living
with the motor fuel supplier?

The most likely scenario is the bank
would have to write the loan back to the
second dealer so he could afford to operate.
Therein lies the reason why Shell clearly
disclosed that its first offer to the dealers
would not qualify for a SBA loan.

EDITORIAL NOTE --Lessee dealers
may have three or more opportunities to
purchase the station. It’s best described as
“You got to know when to hold em, and
when to fold em.”

First comes the voluntary offer that
typically contains unverifiable and non-
negotiable prices, deed restriction limited
the site to the companies brand for decade(s),

contamination problems, and a motor fuel
contract that could be sold to a jobber without
any price protection for the dealer.

Many dealers are moving forward as
they fear the company will shop their station
and the price will go up.

RIGHT OF FIRST REFUSAL
Second offer would be in the form of

right of first refusal. While the companies
have left the dealers with the impression
they will hold off shopping the station if the
dealers swallows the first voluntary offers,
the stations are actually listed in most
instances with real estate firms.

Many simply can’t take the risks of the
non-commercial terms contained in the first
offers and are waiting for round two, the
right of first refusal.

The final offer would come in the event
the dealer passes on round one and the
company can’t get an offer from a third party
for the right of first refusal requirement.

Under the Petroleum Marketing
Practices Act (PMPA), the company would
have to make the dealer a “bona fide” offer
to purchase the station at the end of the
current lease.

Many of the provisions of the initial
voluntary offer, including prices picked out
of the clear blue, long term exclusive supply
contracts, and deed restrictions limiting use
of the real estate can not be forced onto the
dealer who waits and understands the rights
and legal remedies.

Therefore, it is critical for the lessee
dealers to understand their rights and make
the right choices about when to accept and
offer and when to walk away.

--  Tim Hamilton, AUTO exec

Station sell-off by majors continues

PRE-SALE REMODEL was underway at ARCO
site in Lynnwood last month. BP is selling all its
units in U.S. including ARCOs in West, offering
package with a long-term branded supply pact.
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FROM PAGE 3

Well, it might have value elsewhere in the economy, but doesn’t any-
one in Washington DC realize that the oil companies granted the drilling
rights will simply raise the price to match what we are paying the Saudi’s?

Just how in the heck could buying oil from BP, Shell, or
ConocoPhillips at $135 a barrel like we are currently paying for the oil
they are bringing out of Alaska and offshore today help undue the dam-
age of paying $135 a barrel for Arab light?

THEY CALL THIS billing opening up drilling on federal land the
“Gasoline Price Reduction Act of 2008?”

That’s like confusing a 1986 Taurus with a 55 T-Bird and then hid-
ing behind the argument that both are Fords. If a used car salesman tried
that and he’d end up in jail.

Strike three.
 And the bozos are all out far as I’m concerned.
Well, the nation is on its way into a major recession and little if any

help is on the way. All that will apparently come out of the political
arena in the short run is one politician or the other getting leverage on
his/her competition in the upcoming election.

REMEMBER THE OLD saying about how history repeats itself?
Well “watching Nero play a harp as Rome burned to the ground” comes
to mind.

Bottom line, no matter what you hear and see on television, it is
going to be a long hard road out of this recession. Perhaps the only way
for that to happen will be a major restructuring of American lifestyle
where people give up on living in the suburbs, start hoping buses, and
driving is literally cut in half.

OK, that might work but where does that leave all of us?
UNFORTUNATELY, CONSUMPTION is going to continue to

decline. Perhaps the only bright side coming out of Washington DC is
regardless of whom we elect, fossil fuel vehicles are going to be our
dominant transportation for at least another 10-15 years.

After that, it’s hard to say exactly what will happen but obviously
the “good ol’ days” of cheap fuel is gone for good.

MY ADVICE?
Keep all possible options open for the sale, use, and diversification

of activities on the real estate you own. Now, and even more so in the
future, one is going to have to be very careful of long term branded
supply commitments like the up to 20 years as currently being promoted
by the companies (see station divestment article on page 4).

Seeing what will happen twenty years down the road not a problem
for you?

Well, we could sure use you in Washington DC. Those folks can’t
see past the November election.

When does management of inventories
become manipulation of supply?

One congressional staffer struggling
with the challenge recently concluded that
the definition of manipulation was like de-
fining pornography “... impossible to define
but one always knows it when they see it.”

WILL DRILLING IN ANWR OR

OFF FLORIDA COAST HELP?
Not to be outdone by their competitors

(Democrats), the Republicans in Congress
have been pushing to abolish the ban on
drilling in the Arctic National Wildlife Re-
serve (ANWR) in Alaska and the continen-
tal shelf in deeper waters off the coast of
Florida and California.

Introducing the “Gasoline Price Reduc-
tion Act of 2008”, the supporters claim that
increased drilling is one answer to the prob-
lem of $4 or more for motor fuel at the pump.

Polls show a majority of Americans
like the idea. However, while oil stocks or
local jobs might benefit, industry observers
have little faith the proposal could lower the
price at the pump.

The amount of oil that is available in the
closed areas simply won’t be enough to
increase the level of supply to the point
drilling would affect the world price of crude
oil.

Even the Bush Administration, a long
time advocate of increased drilling on public
lands in environmentally sensitive areas,
admitted that drilling in ANWR would at
best reduce the price of oil by 75 cents per
barrel in approximately 10 years from now.

FROM PAGE 2

Supply manipulation:
like pornography,
it’s tough to define

While increasing production in
America has a nice ring to it, one has to
remember that all the oil on public lands
must by law be given to the oil industry
through leases wherein the companies pro-
duce the oil and the government gets a small
royalty, usually less than 12%.

A large portion of the time, the com-
pany awarded the bid are not even a com-
pany based in the U.S.   Believe it or not, even
the government-owned oil companies from
OPEC countries hold huge shares of the
production rights on public lands including
these areas.

In reality, this logistically means there
is no “American oil” in ANWR or along the
coastal regions.  If the drilling is opened in
these areas, the companies that are awarded
the leases will be free to raise the price of the
oil coming from the new wells to match the

TO ÔDRILLINGÕ PAGE 6

OUTLOOK
By

Tim Hamilton

Executive Director

AUTO
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how she had also been forced out of business
by the rising fuel costs.

FOOD COST HIKES
AND FUEL PRICE ROLL

The second segment featured  a discus-
sion with the CEO of TOP Foods who pro-
vided examples of the increased wholesale
prices that are driving up grocery prices
across the country.

While he laid some of the blame on the
competition for food stocks from the ethanol
fuel mandates, he also confirmed that the
rise in the price at the pump was a driving
factor.

The local manager of a food bank also
explained how shelves were going empty as
people couldn’t afford to donate.   In many
other cases, the high price of fuel was forc-
ing local food banks turn down donations as

The final segment dealt with the grow-
ing consumer debt and home mortgage crisis
in the U.S.  Representatives from both the

FROM PAGE ONE

Town Hall

TO ÔTOWN HALLÕ PAGE 9

Hosting Town Hall televised forum were John Carlson, left, and Ken Schram
lending institutions and non-profits agreed
that many consumers were the victims of
creative loan packaging by lenders.  Ironi-
cally, the problems were complicated by
transferring credit card debt, including that

price charged by OPEC and others.  There-
fore, whether or not the gasoline or diesel is
refined from oil from federal lands or pur-
chased from Saudi Arabia, the price at the
pump will not be affected by the opening of
drilling.  The major economic impact is that

the company with the new leases will get the
profits of the oil rather than the OPEC producer.

While the opening of drilling is being put
“into a full court press” by its supporters includ-
ing President Bush, presidential candidate John
McCain, and a well financed oil lobby, many
are doubtful that the Democrats in control of

Congress will roll over.
Many political observers also believe

the public support for lifting the ban on
drilling in environmentally sensitive areas
will quickly erode once awareness spreads
that it is highly unlikely that drilling in these
areas will decrease pump prices.

Drilling put in ‘full court press’ by its supporters
FROM PAGE 5

they simply couldn’t afford the cost of fuel
required to go out and pick up the donations.

MORTAGE CRISIS, DEBT
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Putting the brakes on America’s economy in 2008......

The Causes And Effects Of The Record

Breaking Price Of Diesel

Commissioned By: Author:

Consumer Watchdog Tim Hamilton

Santa Monica, CA Petroleum Consultant

www.consumerwatchdog.org McCleary, WA

The media regularly reports how gasoline prices are wrecking family budgets, driving inflation and even affecting the housing
market, as workers abandon commutes from distant suburbs.  Sometimes ignored by the media, diesel fuel is the true engine of
American commerce and critical to the economy of the North America.

Farm prices, grocery costs, the prices of manufactured
goods, clothing and even fast food are driven by the cost of
diesel fuel.  The nation’s trucks, trains, ports, farm vehicles and
construction equipment run almost entirely on diesel. Its cost
effects on the economy will be long-lasting.

Already smarting from declines in profit margins from
the high prices of gasoline, c-store operators are not immune
from the problems caused by the price of diesel.  Non-fuel
inventory skyrockets as wholesale prices surge.  Inside store
sales start falling as consumers smarting at the cash registers of
the super markets back off spending on impulse items when
fueling the vehicle.

This spring, the price of diesel skyrocketed above
gasoline even though both came from the same barrel of oil.
The effect on the economy in the U.S. was the straw that broke
the camel’s back so to speak.  The U.S. sank into what most
agree is a major recession and many fear the like not seen since
the Great Depression in 1929.

In response to the rise in price, Consumerwatchdog.org, a
nonprofit consumer group based in Santa Monica, CA asked
AUTO Exec Tim Hamilton to wear the hat of an industry
consultant and conduct a study into the causes and effects of the
record breaking prices of diesel.  The results were published on
July 5, 2005.

Hamilton’s research found:
 • Because diesel and gasoline are produced from the same

barrel of oil, the widely publicized increase in the price of crude oil
is not the reason that the retail price of diesel, which historically
tracked 5 cents to 10 cents per gallon below regular gasoline,
increased to 37.3 cents over regular in the first quarter of 2008;
(Chart 1 xxxxx)

•   The dramatic draw-down in distillate stocks (diesel inventories) in the spring of 2008 was a driving factor in diesel climbing from
the bottom to the top of the price ladder (Table 1 xxxxx

• Government regulators overseeing the transformation to ultra low sulfur diesel in the US from 2000-2007 believed the oil
industry’s assurances that it would provide adequate refining capacity. They were incorrect and as a result refining bottlenecks spiked prices
for consumers and profits for the companies;

• In the spring of 2008, the oil companies further curtailed production of diesel in US refineries, cut back imports, and increased

exports which resulted in the drawdown of distillate inventories and increased prices as well as corporate profits;  and

•  Unlike the typical motorist, who can cut back on discretionary driving, the commercial user of diesel could not easily cut

consumption without dramatic layoffs or business cutbacks, so diesel price increases exceeded those for gasoline.

The price of diesel is the “big stick” threat to the economy
 When the price of motor fuel escalates, the public’s attention is typically focused by the media on the pump price of gasoline.  While

the impact of high gasoline prices on American motorists is significant, the effects of skyrocketing diesel prices are often missed in the public
debate.

An increase in diesel prices can send shock waves throughout the economy as the “pain at the diesel pump” inevitably moves to
the cash register at grocery stores and growing lines at the unemployment office.  Impacts on state and local government can require
the public to make the choice between a significant increases in taxes or a corresponding reduction in services.

As an example, a penny per gallon increase in the price of diesel costs public schools in Washington State approximately $100,000
annually according to the Director of Pupil Transportation.  This penny is the equivalent of three new entry level teachers earning $32, 746
under the state’s teacher salary schedule.  The $3.35 per gallon increase in the average diesel price in Washington from the average $1.34

in 2004 to $4.69 by June of this year will ultimately equal the funding for 1,000 new teachers.

$5 diesel clobbers economy

TO ÔWHY DIDÕ PAGE 8

ÔPain at the pumpÕ
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As a result of the price increase, many
schools are cutting back school transporta-
tion by dropping athletics or other nonessen-
tial activities.  Some are even going so far as
to only provide buses four days per week.

Like public schools, local govern-
ments across the nation are struggling to pay
for increased cost of diesel for transit buses,
ambulances, fire trucks and other emergency
service vehicles.

Battle Creek, MI, saw its transporta-
tion fuel bill triple from $450,000 in 2004 to
a projected $1.4 million in 2009.  It and other
municipalities are looking at layoffs or re-
duction in services for police, fire, and nearly
every form of government services.

Historically, diesel was the cheapest
motor fuel in the United States.

The lowest price on the sign at gas
stations or truck stops, diesel commonly

ÔPain at the pumpÕ

Why did diesel move from bottom to top price?

sold for 5 cents to 10 cents below regular
gasoline.  If oil companies simply passed on
increases in oil prices, one could expect to
see a higher price, but the difference be-
tween gasoline and diesel would remain
relatively the same as prior years.

Even though gasoline and diesel are
both refined from the same barrel of oil, the
oil companies and their refiners have raised
the price of diesel relative to gasoline sig-
nificantly in the last three years.

The average price of diesel in the U.S.
during the first quarter soared from 14 cents
below regular in 2004 to 28 cents over in
2008 (Chart 1).

The second quarter of this year will
prove even more dramatic as the average
price of on-road diesel in the U.S at the pump
soared to $4.73 on May 26, 2008 increasing
the differential to 79.4 cents per gallon.

Clearly, this growing differential

documents an increase in diesel prices that
far exceeds the four cent increase in refining
costs for ULSD that government regulators
anticipated would be passed on at the pump.

When prices of gasoline reach record
levels, motorists have the option of cutting
back on discretionary driving.

Diesel users simply can’t respond in
this manner as very little discretionary driv-
ing is found among commercial users.

To cut consumption, the logger has to
decide not haul the logs, fishermen have to
decide to leave boats tied up to the dock.  The
farmer is forced to decide whether or not to
plant. He faces the risk of having to let the
crop rot in the field due to an inability to pay
for the diesel needed to harvest.

It is therefore critical that the supply
of diesel not be set “short” by the oil indus-
try, especially in early spring when farm

TO  ÔOIL COMPANIESÕ PAGE 12

FROM PAGE7
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Tracking the difference between the retail price of diesel and

regular gasoline in the US during the first quarter 2000-2008
Chart 1

Source:  US Energy Information Administration (EIA), Grades: regular gasoline and #2 diesel excluding taxes

Gasoline “base line”
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C-Store owners: Our
prices canÕt be beat!

Call us today!!

created at the gas pump, to home mortgages
where the house payments increased dra-
matically as interest rates started to rise.

One outcome of the broadcast was a
clear signal that the public is extremely
concerned that the United States is on its
way into a major recession.  Some go so far
as to fear the nation is on the brink of a
depression.

It also seemed apparent that most in the
audience felt the price at the pump was
largely responsible for the problems facing
the public at the bank and the grocery line as
well.

ROUND TWO FOLLOWS SHOW
Due to the public’s reaction to the de-

bate between Hamilton and Holmes, the two
spent an hour the next day on the “Commen-
tators” radio talk show on KVI with Schram
and Carlson.

Round two was similar as the night
before as Holmes kept claiming the oil com-
panies weren’t profiteering from the high
prices.

Hamilton responded by explaining his
theory of how the companies export and cut
refinery utilization rates to create shortages that
drive the price at the pump.

As usual, the phone lines lit up as listeners
tried to join in the fracas.

While it’s been nine years since Town Hall
Meeting left the regular Sunday night lineup at
KOMO, the show’s popularity was still evident

through its ratings and the reaction from the
public to the recent broadcast.

In response to an outpouring of encour-
agement, the producer of the show has prom-
ised to try and get Schram and Carlson to
agree to come back for at least four shows
per year.

If so, one should not be surprised if the
price at the pump is one of the subjects.

FROM PAGE 6

Town Hall forum:
public speaks out

Tim Hamilton, right, and Frank Holmes, oil exec at Town Hall forum
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Retiring
or leaving

your store?

Keep getting
the Bulletin

for $25 a year!

Call our office
360-495-4941

New ÔAir CarÕ (!)
--- coming soon?

This is same company (Tata Mo-
tors) who, a few months back came
out with a car that  costs only $2,500
new (but itÕs not available in the US).

The Compressed Air Car devel-
oped by Motor Development Interna-
tional (MDI) Founder Guy Negre
might be the best thing to have hap-
pened to the motor engine in years.

The $12,700 CityCAT, one of the
planned Air Car models, can hit 68
mph and has a range of 125 miles. It
will take only a few minutes for the
CityCAT to refuel at gas stations
equipped with custom air compressor
units. MDI says it should cost only
around $2 to fill the car up with 340
liters of air!

The Air Car will be starting pro-
duction relatively soon, thanks to
IndiaÕs TATA Motors

Stay tuned, Bull readers ....
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COFFEE ANYONE?

Convenience store

coffee sales

and service.

1-800-562-6015
Attn: Rick Adkins

www.emeraldhillscoffee.com

planting starts and other commercial activ-
ity increases demand.

If diesel is short, the price will rise for
both gas and diesel. As consumption slows
down for gasoline in response, diesel keeps
rising as commercial users are forced to
continue normal purchasing.

Only a full-blown recession is likely
to significantly reduce diesel usage.

In the spring of 2008, diesel users
were struck by a near “worst case scenario”

(Table 1).  The oil companies reduced distil-
late stocks (inventories of diesel and fuel oil)
by 561 million gallons compared to 2006,
placing the U.S. on the verge of running out
of diesel.

The price of diesel kept increasing and
was a major factor in the increase of so-called
“non-core” inflation. By June the public con-
cern over the nation’s economy set the head-
lines of the day as diesel topped $5 per gallon
in California.

Oil companies’ failure

to maintain adequate

refining capacity for

‘clean diesel’ set stage

Table 1

Entire US Mar-06 Mar-07 Mar-08
Ending Distillate Stocks (gallons) 5,062,848,000   5,025,342,000   4,501,770,000   

Drop In Stocks From 2006 N/A 37,506,000        561,078,000      
Average Pump Price 2.565$              2.676$              3.964$              

In 2001, the US Environmental Pro-
tection Agency (EPA) adopted rules that
would require diesel sold for on-road con-
sumption to have a maximum of 15 parts per

million of sulfur by June of 2006 .   The
refiners were given a phase-in schedule until
2006 to retrofit refineries in the U.S. to
produce the new ultra low sulfur diesel
(ULSD).

The EPA originally predicted ULSD
to cost approximately 4 cents per gallon
more than the higher sulfur diesels of the
past.  Unfortunately, just as in the case a
decade earlier when sulfur was reduced in
gasoline, the enabling legislation and regula-
tions did not include legal requirements that
the oil companies increase or even maintain
their historical level of refining capacity in
the U.S.

As a result, even though the oil com-
panies repeatedly assured regulators that they
would have adequate clean-diesel refining
capacity, (Exhibit A, pg. 13), the end result
was that refining capacity in the U.S. today
barely meets the nation’s needs for diesel.

This set the stage for diesel prices to
spike when an increase in demand or a de-
crease in production resulted in a draw-down
of inventories.

Factors that caught the U.S.

short on diesel this spring
With decontrol of the oil industry

during the Reagan Administration in the
early 80’s, the oil industry was allowed to
set the level of inventories for refined prod-
uct without government oversight.  Absent
collusion, the companies can set or time
maintenance and production volumes  at
U.S. refineries to maximize profit margins.

TO ÔFACTORSÕ PAGE 14

FROM PAGE 8
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Page 23, EPA Presentation by Bill Charmley & Paul Machiele, August 6, 2001Exhibit A
Government assumes ample “clean diesel” supplies
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Factors catching U.S. short on diesel
They are free to export or import

diesel and other refined products in a man-
ner that draws down inventory levels, which
encourage the price spikes that have be-
come common since 2005.

While these deliberate decisions can
cause prices to spike and increase the profit
margins of the companies, such behavior is
not illegal or regulated under existing fed-
eral or state laws.

Unless impacted by a mechanical
problem or a shortage of available crude oil,
the operator of a refinery in the U.S. will
decide how much of the refining capacity to
utilize by simply increasing or decreasing
the volume of crude oil processed

 LESS CRUDE IN, THE
LESS GAS/DIESEL OUT

The less crude in, generally the less
gasoline and diesel coming out.

In the first quarter of 2008, oil compa-

FROM PAGE 12 nies only used 84.7% of the crude process-
ing capacity at U.S. refineries (Chart 2, pg.
14).

Utilization was down significantly
compared to previous years without notice-
able interference by unexpected maintenance
or other mechanical problems.

The companies appeared to simply
exercise their discretion and reduce produc-
tion of gasoline and diesel.

TO ÔIN WESTÕ PAGE 15

By DAN FALLON
Broker/Owner
McCallen & Sons

Fuel price spikes have been fairly com-
mon over the last decade. The primary im-
pact of those spikes was that a small percent-
age of customers reacted by seeking out
lower cost retailers such as ARCO or one of
the various hypermarketers.

TO ÒGAS/REAL ESTATEÕ P. 18

Does the high price of gas impact value?
ÔPump painÕ and real estate
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Chart 2

Since the spike was in the 20¢ - 30¢
range, there was a fairly insignificant increase
of a penny or two in the dealer credit card
fees and, over time, most of those customers
who left, gradually came back because

convenience won out over a few cents per
gallon difference in price.  If there was an
impact on the value of the business, it was
short-lived and minor.

Now, we are in new, unchartered
territory.

Over the past year (July ’07 vs. July ’08)
the retail prices have spiked $1.32/gal. per
the Energy Information Administration of
the US Gov’t.  Not only has that driven
customers to lower cost retailers, but many
have simply cut back on their driving and
stayed home.

Consumption is down between 3% and

5% over last year at this time.  (Wall Street
Journal article in early July stated 3.3%).
This reduction in consumption combined
with the migration to lower cost providers
has resulted in a net loss of volume in the
10% range for many.

The high price of fuel has finally
changed behavior of the American
consumer.  If prices return to the “glory
days” of $3.00/gal or less, those same
consumers will, I predict, gradually return
to their previous driving and buying patterns.

If prices continue to rise, as many have
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In the West, where diesel first broke the $5 daily average pump price threshold (in California), the reduction of diesel production
intensified going into the second quarter (Chart 3).  Compared to the previous year, diesel production from PADD V refineries dropped

2008 555 540 489 528 473 571 528 520 563 583

2007 536 517 576 510 585 594 571 563 574 517
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Comparing the weekly production of distillate in the West

during the 2nd quarter in 2007 and 2008

Chart 3

Data Source:  US Energy Information Administration (EIA)
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Chart 4

Imports of distillate (diesel)  in the first quarter 2008

Monthly average for

the quarter in

thousands of barrels

Compared to the previous
year, the companies jumped exports
from all ports from 6.2 million bar-
rels to just over 11 million barrels
(Chart 5).  In the diesel-starved West,
exports jumped from 415,000 bar-
rels to over 2.5 million barrels.

West, where diesel inventories were
already down to the bottom of the
storage tanks at truck loading ter-
minals, the companies cut imports
from 1.4 million barrels in the pre-
vious year to 152,000 barrels in
2008.

Perhaps the most startling sta-
tistic comes from EIA export data.

While production in U.S. re-
fineries was reduced and the com-
panies imported fewer barrels of
refined product from refineries
abroad, exports of distillate from
U.S. harbors to foreign destinations
increased significantly.

by up to 87,000 barrels per day from the previous year. This decision by the companies was the equivalent of taking a modern refinery
off line entirely.

A reduction in the level of imports of diesel into the U.S. also assisted in the reduction of diesel inventories (Chart 4).  During the
first quarter of 2008, the companies cut back average monthly imports of distillates from 11.8 million barrels to 7.9 million barrels.  Out

TO ÔINCREASEDÕ PAGE 17

In West, reduction intensified in 2nd qtr.
FROM PAGE 14



INDUSTRY

BRIEFS

(Compiled from news services

 and The Seattle Times.)

BEVERLY HILLS OILBILLIES --
The rich may be getting richer in good ol’
Beverly Hills. According to a Bloomberg
News article, in that famous city and other
Southern California areas the rising oil prices
have sent exploration companies “scurry-
ing” to squeeze additional supplies from
fields underlying Los Angeles and its celeb-
rity-rich neighbor.

Plans to drill new oil wells are up 23
percent over a year ago and 16 percent to
rework old ones. It’s estimated the L.A.
Basin might have 4,000 barrels per cubic
acre compared to 300 barrels/acre in the
Middle East.

There’s gold in them thar shopping cen-
ters. Beverly Hills produced almost 1 mil-
lion barrels from 97 wells last year. And
more to come.

• • •
AUTO REPAIR RATED -- A new

“Puget Sound Consumers’ Checkbook” and
website: checkbook.org lists the top-rated -
- according to extensive surveys -- repair
shops in Puget Sound area counties.

The summer/fall edition of the maga-
zine lists performance and pricing data for
all 474 shops, as well as types of cars they
repair. A Seattle Times article notes
“you can apply your own judgments” and
may decide non top-rated firms are prefer-
able.

Among top-rated shops are longtime
AUTO members Price Brothers Garage in
Kirkland.

Items addressed include how shops set
their labor rate, how best to communicate
and interact with a repair shop, and how to
compare independent shops and dealerships.

• • •
WHY DO CHINESE ride bicycles?

Despite reports that China, along with In-
dia, are responsible for a huge demand for
gasoline these days, bikes continue to be
popular transportation. It might be due to a
recent announcement the government raised
the price of gas nationwide by as much as
18 percent to reduce rapidly-growing gas
consumption.

Yep, that’ll do it ... maybe.
• • •

MEANWHILE, IN GERMANY, a
man doused his BMW with gasoline and
torched it last month to protest skyrocket-
ing fuel costs. He reportedly drove the 1995
car onto the lawn outside Frankfurt’s con-
vention center and set fire to it.

Gasoline was about $9.40 a gallon at
the time.

Self-serve fires are free.

ADVICE FOR BILL GATES and his
car upon the multi-billionaire’s recent retire-
ment included: “Improve gas mileage by
keeping the tires in the Bentley inflated to
38 psi”, Times writer  Ron Judd suggested
in his “The Wrap” column. After all, Gates
is now on a fixed income, Judd noted. Don’t
expect to see Bill on a bicycle around
Medina, however.

• • •
EXXON MOBILE’S SLAP ON THE

WRIST by a Supreme Court decision last
month resulted in a torrent of criticism as
the court reduced the original $5 billion
Alaska oil-spill penalty to $500 million.

For example, some paraphrased re-
marks from Seattle residents’ letters to the
editor of the Times last month:

“The decision is an insult to the envi-
ronment and the fishing communities whose
fabric of life was shredded by the callous
acts of Exxon. Please spare me the corpo-
rate malarkey about how hard they have
worked to help the victims.

“Exxon wants us to ignore that it saved
billions over the decade prior to the 1989
mishap, by not installing or maintaining
proper radar, and had a system that had been
broken and not in use for over a year when
they hit the reef. The cleanup crews they
were required to maintain did not exist and
equipment was only on paper ...”

And:
“The court reduced the fine by 75 per-

cent. It just shows you that we have the fin-
est judiciary that can be bought: sycophants
and boot lickers. I am disgusted by these oafs
dispensing what is called justice. What a
laugh!”

On the other hand:
“There is no doubt that widows, orphans

and other pensioners from federal, state, lo-
cal government and private pension funds
can breathe a sigh of relief now that they
are no longer hostage to the damage-award-
gambit so loved by the legal profession. To
the supreme court, all I can say is, “Thanks
a few billion.”

• • •
WALKING, DRINKING AND MPG

-- Average American walks 900 miles a year,
a Harvard study says. And the average
American drinks 22 gallons of alcohol an

nually. This means, according to someone
with too much time on his hands, on aver-
age, Americans get about 41 miles to the
gallon.

Fill ‘er’ up.
• • •

EXXON MOBIL “SLIPS”  -- Giant
oil company Exxon Mobil was edged out
by Wal-Mart which remained atop the For-
tune 500’s 2008 list for the second straight
year in the magazine’s ranking of the
nation’s largest publicly traded companies.

Wal-Mart showed $378.8 billion in rev-
enue, up 7.6 percent from 2006, with $12.7
billion in profits. It has held the first spot  of
the last 7 years, unseated only by Exxon
Mobil.

Exxon Mobil showed $372.8 billion in
revenue. ChevronTexaco was number three,
up from number two, with $210.8 billion in
revenue and ConocoPhillips remained at
number 5. Thanks to skyrocketing oil prices
(duh).

• • •
CRUDE AT $80 -- GOOD OL’ DAYS

A Times editorial Jan. 3, 2008 shows
how things can change relatively quickly in
the volatile oil market.

Headlined “The good old days of $80
crude”, the edit referred to oil reaching the
now paltry price of $100 a barrel.

“Oil at $100 a barrel focuses the mind,”
it said.

“Energy is going to be expensive. Pe-
troleum may retreat from $100, but it is un-
likely to get back to where it was a few years
ago. The experience of $100 oil means that
we will think of $80 oil and $70 oil as
cheap....

“(One result) is it is easier to justify in-
vestments in wind, solar and biodiesel -- and
all sorts of energy-saving technologies, all
good news for Seattle’s ‘clean technology
companies” .,.

“Envrionmentalists will not be so happy
about the other part of that equation. Expen-
sive oil also makes it easier to invest in
nuclear power or oil drilling in sensitive ar-
eas and pay the costs of being extra-careful
....”

Yep.
• • •

INTERNET: GAS ‘RIPOFFS’
An e-mail circulating via the Internet

warns of dispensers pumping less gas than
customers are paying for.

The solution is to put exactly 10 gal-
lons in one’s tank, then look at the dollar
amount.

If the price is not exactly 10 times the
gallon price, the e-mailer advised to contact
the state agriculture deparment (or the sta-
tion manager).
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The increased exporting by the oil
companies amounted to the “third leg of the
stool”  that drew down inventories in the
spring of 2008.

Compared to 2005 levels, approxi-

FROM PAGE 15 mately 561 million gallons of diesel were
missing, which impacted the pump price
dramatically.

Since the companies that utilized the
“three legs” benefited from increased profit
margins as a result of the price increase over

gasoline at the pump, a financial incentive
exists for the companies to continue to man-
age inventories so U.S. diesel remains “short”
each spring.

OLYMPIA – With motorists facing sky-
high fuel prices even before Memorial Day,
the Washington State Department of
Agriculture (WSDA) is stepping up motor
vehicle fuel pump inspections to make sure
drivers are getting their money’s worth.

“Summer months are priority months
for our inspectors to test gas station meters,”
said Kirk Robinson, manager of the WSDA
Weights and Measures Program. “With these
record prices, drivers need to know they are
getting what they pay for.”

The state’s 49,000 registered fuel
pumps dispensing gasoline, diesel and
biofuels are inspected every 28 months on
average. Washington vehicles consume
more than four billion gallons of gas and
diesel fuel a year.

In the first three months of 2008, more
than 1,800 fuel pumps were inspected.
Ninety-four percent of the pumps were
found to be accurate, but 115 pumps were
tagged temporarily out of service due to
volume errors or other problems.

A sticker on each pump that passes in-
spection shows consumers when the device

Weights & Measures verifying station pumps measure up
was last tested and approved.

Measurement tolerances are strict. In-
spectors test the meters by using methods
developed by the National Conference on
Weights and Measures. To pass, the pumps
must deliver within 0.5 percent of the quan-
tity tested to pass.

On a 10-gallon purchase, the total must
be within 6.4 fluid ounces of the amount
delivered—just over half the volume of a
can of soda. When inspectors find a gas
pump that is shorting the customer, they or-
der the device out of service and require the
station to repair it before using that pump
again.

WSDA also inspects the devices to en-
sure they are correctly calculating the
charges and that the pump’s safety features
are in place.

Inspectors can find leaking hoses or
malfunctioning displays. Motor fuels are
sampled to make sure they meet quality and
octane requirements. Inspectors also verify
that water condensation in storage tanks does
not exceed national standards.

Weights & Measures fields about a

dozen complaints a week, mainly from driv-
ers who find the program’s e-mail address
and phone number on the fuel pump stick-
ers.

Consumers may be concerned when the
fuel meter shows more gallons pumped into
their tanks than they think their vehicle
should hold. Drivers also file a complaint if
they find the price at the pump does not
match up with the price advertised on the
station’s signs. Pump meters can jump ahead
to show a cost even before the pump starts
dispensing fuel.

WSDA also finds that some pumps dis-
pense more fuel than the consumer pays for.
That can happen when meters become less
accurate due to wear and tear and they un-
der-report the amount dispensed. When that
occurs, inspectors let the station continue
using the pump, but notify the business so
they can get it repaired.

The Weights and Measures Program
responds to complaints about motor fuel and
can be reached at (360) 902-1857 or at
wtsmeasures@agr.wa.gov. To contact
Seattle’s program, call (206) 386-1298.

Increased exporting ‘third leg of stool’
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Now, about those nasty tail pipe emissions ...
Experts say the slow digestive system of cows makes them a key

producer of methane, a potent greenhouse gas that gets far less public
attention than carbon dioxide from vehicles.

By attaching tanks to the back of cows and collecting their “tail pipe
emissions,” scientists in  Argentina discovered every cow produces
between 800 to 1,000 litres of emissions each day.  One of the world’s
largest beef producers, cows account for more than 30 percent of the
country's total greenhouse emissions.

Similar to the move to low-sulfur fuels for vehicles in the U.S.,
researchers also found the key to controlling tail pipe emissions on cows
was the fuel supplied.

By feeding cows clover and alfalfa instead of grain, researchers
reduced methane emissions from the cow by 25 percent. Mooving right along

 l l l l l

GAS/REAL  ESTATE
FROM PAGE 14

TO ÔCHALLENGESÕ PAGE 19

predicted, we will see a further reduction in
consumption.

The impact of reduced consumption is
fairly obvious.

Lower sales leads to lower profits which
leads to lower values.  A few dealers may be
able to counter the reduced demand with
higher margins and still maintain or improve
their bottom line.

CREDIT CARD FEES
ELEPHANT IN ROOM

Here’s why that won’t work for most:
credit card fees.  This is the elephant in the
room that must be addressed. These fees
have an insidious effect on most dealers.

I review P&L statements of gas stations
daily and the increase in credit card fees has
been staggering.   If the wholesale price of a
pack of cigarettes goes up a nickel, we can
assume it goes up a nickel for everyone and
the odds are that most dealers will simply
raise the price of the product and maintain
their previous margin.

Not so with fuel.
ARCO’s business model is predicated

on predominately cash sales and the credit
card fees at the hypermarket stations are less
than at the average major branded gas station.

If the credit card fees increase by 5¢/gal,
which it has for many dealers over the past
12 – 18 months, he has two options, neither
of which is very appealing.

Raise the price by that same 5¢ to
maintain the same net margin as before, and
you find yourself with a much wider than
comfortable spread between your street price
and the ARCO/Costco/Safeway street price.

Or, he can choose to absorb it, resulting
in a noticeable decline in profits.
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FROM PAGE 18

TO ÔPATIENCEÕ PAGE 20

Challenges for sales of gas stations
According to a NACS (National

Association of Convenience Stores  - the
Association for convenience and petroleum
retailing), 67% of in-store sales are paid for
with a credit card.  It is a higher percentage
for fuel purchases.

In a recessionary economy, credit card
usage will increase.  Credit card fees are now
the second highest item on the expense ledger
following labor expense.

According to the 2008 State of the
Industry Handbook, published jointly by
CSP (Convenience Store/Petroleum) and
NACS, the credit card fees have made a
whopping impact on operators.  Nationally
the credit card fees alone are more than
double the industry profits!

The scariest part of the story is that they
are basing all of their charts and statistics on
the data between 2006 and 2007.  The impact
of the changes in this area between 2007 and
2008 will be significantly greater.

The second largest challenge in the sales
of gas station properties today is financing.
While the interest rates have decreased over
the past 12 – 18 months, the underwriting
requirements have become much stiffer.

SBA issued new guidelines specifically for
gas station properties which will make it
much more difficult for stations to be financed
with SBA loans.

Conventional loans are still available
but they typically require a much higher
down payment, often in the 25% - 35% range
and increasingly, lenders want to see a
borrower with significant gas station
experience.

We see more and more lenders
withdrawing from the gas station lending
business—Sterling Savings being the latest.
These financing challenges will put
downward pressure on values and also a lot
of pressure on sellers to consider some seller
financing.

Seller financing was very common in
the 1980’s when banks were very afraid of
gas station lending, primarily because of
environmental concerns.  Over 75% of the
sales of gas station properties involved some
seller financing.

In a more general sense, there is a
growing fear and uncertainty in the
marketplace resulting in a cloud of caution.
Many choose to wait to buy, which is a
symptom of any slowdown in the economy.

The prospect of a dramatic increase in capital
gain tax rates, if Obama is elected, weighs on
many gas station property owners.

Drive-offs are on the rise.  The cost to
maintain adequate fuel inventories on hand
has impacted available working capital and
is additional cause for concern among
lenders.

Oil company divesting, a very common
trend, adds more confusion to the
marketplace.  Some oil companies, especially
76 and Shell, are selling properties to their
dealers at higher than market value and that
will shore up the sale comps.  This could
help some sellers in the appraisal and
financing process.

Many others, ARCO ampm for instance,
seem to be selling at below market rates,
which will create lower price sale comps. It
takes a while for these comps to reach
appraisers, but this will add to the downward
pressure on values.

According to NACS, only 3% of the
nation’s gas stations are owned by major oil
companies and we know they are continuing
to divest rapidly.

There are no easy fixes for the credit
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FROM PAGE 19

Patience, flexibility: remember if want to sell

BIOFUEL RESOURCES

Letter on ‘help keep auto repair costs down’

card fee crisis.  Some dealers will offer
discounts for cash.  Oil companies discourage
this policy and having two sets of prices can
be confusing for the consumer.

Hank Armour, the President and CEO
of NACS is calling on Congress to pass
legislation that allows the retail community
to negotiate fees with credit card companies.
This Congress, perhaps the least effective in
recent history, is not likely to respond.

Another solution is to simply get better
at what we do.  Some dealers will respond by
identifying new profit centers, increasing
margins on some products, adding espresso
stands, or finding ways to reduce overhead.

There are some bright spots.  First and
foremost, the greater Seattle market and the
Northwest in general are faring much better
than the rest of the country.  Our job base
continues to grow, thanks largely to the high
tech sector.

Boeing is stable. Housing is off but
nothing like California and the rest of the
country.  In fact, many of today’s buyers for

gas stations are coming here from California
and other economically depressed areas of
the country.

The 2010 Winter Olympics in
Vancouver will bring tens of thousands of
guests to the Northwest and be an economic
shot in the arm.  The weaker dollar has been
a magnet for Canadians searching for
bargains south of the border.

Migration of both Koreans, East Indians
and others to the Northwest remains strong
and they make up a significant segment of
gas station buyers. There are few new
competitors coming into the marketplace.

There is some solace in knowing that
the impact to other industries has been more
severe. These include residential construction
and home building, banking, the auto
industry, boating, motel and travel industry
and all of those others who support these
groups.

So, how does this impact the individual
dealer who may want to sell his gas station
property?  At the risk of oversimplification,
it still comes down to cash flow and projected

cash flow.
Regardless of the reasons, if your cash

flow is declining, then the value of your
business is declining.  Demand for gas station
properties has declined.  Whatever your gas
station was worth six months ago, it is most
likely worth less than that now.

There are fewer qualified buyers in the
marketplace.  Sellers need to be flexible.
Seller financing will help.  If one believes
the market conditions will improve, some
will choose to wait.  If you believe that gas
prices will continue to rise, and income will
decline, selling now may make more sense.

Patience and flexibility—if you want to
sell your gas station, these are two words you
will hear a lot.  Gas station dealers, as a
group, are a resilient lot.  They have faced
tough times before and weathered the storm.
They will do so again.

(Dan Fallon, Broker/Owner of McCallen
& Sons, a firm specializing in sales and
marketing of gas station properties, is a regular
contributor to the AUTO Bulletin and may be
contacted at 425 822-9752 or via e-mail at
dan@wesellstations.com).

(The following is a Letter to the Editor from
Kathleen Schmatz, president and CEO of the

Automotive Aftermarket Industry Association.)

According to the May 2008 issue of
Consumer Reports, more Americans are very
satisfied with independent repair shops for
vehicle service than with new car dealers (53
percent).

As evidenced by this study, millions of
car owners trust the independent repair shops

to provide affordable and competitive
automotive repair service.

To ensure that your neighborhood repair
shop has the same access to safety alerts and
repair information as the new car dealer
network, Congress introduced the Motor
Vehicle Owner’s Right to Repair Act (H.R.
2694).

They understand that if motorists are
forced back to the dealer for service and

repairs, particularly if there is no dealership
in their area, convenient and affordable auto
repair will become a thing of the past.

Vehicle technology is becoming
increasingly complex with virtually every
system either monitored or controlled by
computers.

The car companies say it is in their best
interest to make information and tools
available to independent repair shops, but
the truth is that they and their franchised
dealers are making more money servicing
vehicles than they are selling new cars.

Therefore, despite what they say, they
have little incentive to work with the
independent auto service industry to ensure
that local repair shops can compete on a
level playing field with their dealers.

As vehicle technology becomes more
sophisticated with each model year, the
situation will only get worse in the future.

The bottom line is that there aren’t
enough dealerships in all the right places, to
keep every motor vehicle serviced, repaired
ad operating safely.

Passage of the Right to Repair Act will
keep the repair industry competitive and
ensure that you can conveniently and
affordably have your vehicle serviced at the
repair shop of your choice, whether it’s your
neighborhood repair shop or a franchised
new car dealer.

Please visit www.righttorepair.org.
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conoco
GLENN Distributor Inc.

1301 North Wenatchee Avenue
Wenatchee, Washington 98801

Ron Thomas
Marketer
Ray E. Glenn
Marketer

Phone: (509) 663-7173
Watts: 1-800-399-3478
   Fax: (509) 662-7878

glenndist@nwi.net

For More Information Call or E-Mail today
1-800-399-3478  ¥  glenndist@nwi.net

 Branded/unbranded Gasoline and Diesel
Competitive Conversions  ¥  Image Packages

Serving Washington
for 40 years

Debit or
credit?

ÔNeither.
Put it on
our bills Õ

These quackers, er ducks, are
friendly daily customers at this
Shell station in North Creek in
Bothell, hustling food from the
c-store manager before he
goes home. They reportedly
get 600 cornbits per gallon ...



AIR-serv  Washington¨

A Division of AIR-serv ¨  Group, LLC

TURN EXPENSES INTO PROFITS Providing
Coin Operated

Air Compressors
And Vacuums

On
A No Investment,

Share The Revenue Basis

MICHAEL GLICK
CELL: 253-208-6676
FAX: 253-926-1785
www.air-serv.com

ÒConsider it doneÓ

CALL TIM McALLISTER
360-470-1696 (cell)

or
425-353-3854

Next
issue:
OCT. Õ08
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GATOR GAS  PROTEST? An 8 ft. 7 inch
alligator somehow got tangled up in a
Texas refinery piping maze and scared
the hell out of a meter reader recently.
See addtÕl photo page 23.
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Storage tank services

The Washington state Department of
Labor & Industries recently fined Shell Oil
Co.’s Equilon refinery in Anacortes $109,600
for 23 safety and health violations.

The violations were found as a result of
a focused inspection aimed at reducing the
likelihood of catastrophic events associated
with petroleum refinery operations.

Equilon was the first of Washington’s

Anacortes refinery hit with huge fine
23 violations

four large refineries to have a comprehensive
inspection as part of a federal program
checking all petroleum refineries in the U.S.

The program began last year in response
to the 2005 explosion and fire at a BP refinery
in Texas that killed 15 employees and injured
another 170, according to a press release
from the state agency.

BP’s Cherry Point refinery and the

ConocoPhillips Ferndale Refinery also will
be inspected.

L&I cited Equilon for 23 “serious”
violations, which are categorized as having
the potential for death or serious injury.

The violations include having
inadequate training programs for operators,
deficiencies in compiling safety information
and a failure to ensure safety reviews are
done prior to putting equipment back in
service.

L&I officers went to the refinery two
days a week for two months to conduct the
inspections, as well as reviewed 10,000 pages
of documents.

Equilon had 15 working days to appeal
the citation.

SPEAKING OF REFINERIES, this gator was pooped out after causing a scary stir
cavorting in compressor piping. He or she was probably just looking for a warm
spot to relax and got tangled up -- enough to make anyone mad. Texas wildlife
depÕt officers transported it to a state park. It was not charged with a drive off ...

Anhydrous ammonia

and propane cylinders

-- safety alert issued
Caution: the brass valve in a popane

clinder will be damaged if it comes in con-
tact with anhydrous ammonia (AA), which
can ultimately result in a violent, unexpected
explusion of the valve from the cylinder,
causing personal injury or death.

That’s the warning from the National
Propane Gas Assocation after reports that
cylinders are being used in the manufactur-
ing of methamphetamines, also known as
“crack”.

Cylinders are being used for storage and
use of AA. The have been found in many
states at cylinder exchange and refilling lo-
cations as well as hotel rooms and mobile
labs, where crack manufacturing takes place.

A blue-green stain on any brass portion
of a service valve is evidence that it may
have been in contact with AA. Ammonia
odor on or near the cylinder is also an indi-
cation.

If you suspect a cylinder contains or has
contained AA, exercise extreme caution and
restrict access to the area, the Association
advised.

It can be dangerous to move the cylin-
der due to the uknown integrity of its ser-
vice valve. Expulsion can be reduced by
pointing the end of the container away from
yourself and toward the most safe direction.

Immediately contact the fire
department’s HAZMAT unit.

(Note: Sherwood valves do not neces-
sarily reflect this problem.)
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