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TITLE:
  A Local Law to amend the administrative code of the city of New York, in relation to regulating the effective period of prices posted on signs, posters, or placards for the sale of gasoline and diesel motor fuel.

ADMIN. CODE:

Amends subdivision b of §20-672 of subchapter 5 of chapter 4 of title 20.
INTRODUCTION

On Wednesday, September 13, 2006, the Consumer Affairs Committee, chaired by Leroy Comrie, will consider Introductory Bill Number 296-A (“Int. No. 296-A”), which would amend subdivision b of §20-672 of subchapter 5 of title 20 of the Administrative Code of the City of New York.

BACKGROUND

No footnote or citation seems necessary to state that New Yorkers are facing an unprecedented crisis of skyrocketing gasoline prices.  The rising price of crude oil has particularly caused financial hardships for working class commuters who face long drives to and from the workplace.
  For these workers and their families, necessities must often be scaled down to accommodate the shifting needs of a family budget that gasoline – at $3.00 or more per gallon – is increasingly coming to dominate.   A recent New York Times/CBS News poll showed that 63 percent of respondents had cut back on their driving because of gas price increases, and 56 percent had cut back on other household spending.


Nationwide, consumers face hardships beyond merely filling gas tanks.  Companies transporting passengers are raising prices to cover their own rising costs.
  Merchants providing home services are becoming forced to bill fuel surcharges to cover their own increasing expenses
; indeed, major delivery services like FedEx and UPS have been known to impose gasoline surcharges when gasoline costs are high – in UPS’s case, a summer 2005 surcharge of nearly 10% for air deliveries.
   Consumer goods are constantly delivered from their place of production to their place of sale, and the escalating cost of transport will inevitably be passed on to consumer purchasers – and in a city like New York, where most goods are delivered daily via truck rather than rail or ship, the repercussions of such transport cost could be dire.
 Indeed, a single barrel of oil engenders a wide variety of uses: the chart below details the most basic range of categories into which a standard 42 U.S. gallon barrel of crude oil will generally be divided.
 
Products made from a barrel of crude oil in 2004 (in gallons)
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Gasoline 19.6

Liquefied Petroleum Gas

(LPG) 1.7

Heavy Fuel Oil 1.7

Jet Fuel 4

Diesel Fuel and Heating Oil

10

Other Products 7.6


“Other Products” includes materials that will end up as elements of many consumer goods, e.g. ink, crayons, bubble gum, dishwashing liquids, deodorant, eyeglasses, records, tires, ammonia, and heart valves.  Spanning countless industries, the insidious repercussions of rising prices are increasingly damaging to New Yorkers’ wallets and psyches.  

Although gasoline intended to power automobiles is not the sole end product of crude oil, the escalating cost of such usage is, in the minds of many consumers, especially distressing.  In such time of crisis, local government is both compelled and empowered to take targeted action to encourage stability and strengthen the public trust.  Today, the Council will consider legislation aimed at rebuilding consumer confidence, fostering a sense of consumer agency, and establishing transparency guidelines for an industry experiencing great strain and scrutiny from both raw material producers and refined product consumers.  

There is strong legal precedent supporting the legitimacy of local regulatory authority.  In 1988’s oft-cited United States Supreme Court decision Puerto Rico Department of Consumer Affairs, et al., v. Isla Petroleum Corporation et al., the Supreme Court unanimously agreed that although the federal government is constitutionally empowered to impose petroleum apportionment and price regulation, such powers to do so as were granted in Congress’s Emergency Petroleum Allocation Act (EPAA) of 1973, extended with the Energy Policy and Conservation Act of 1975, and ultimately expired in 1981 in no way pre-empted the Commonwealth of Puerto Rico from enacting its own regulatory controls in 1986.

ANALYSIS OF PROPOSED INT. NO. 296-A


The State of New Jersey currently imposes controls similar to the ones Proposed Int. No. 296-A would enact: gas stations statewide may not raise prices more than once every twenty-four hours and station owners are prohibited from charging a different price at the gas pump than what is posted on company signage.  Highway-side gas stations in particular are further restricted from raising gas prices to one allowable increase per week.


The proposed legislation would amend subdivision (b) of § 20-672 of subchapter 5 of chapter 4 of title 20 of the Administrative Code of the City of New York.  This local law would prohibit a gasoline retailer from changing the per-gallon sale more than once in a period of twenty-four hours.
Accordingly, consumers can be secure that posted prices will be valid for at least one full day.  


Further provisions added on for the bill’s A-version detail requirements regarding record keeping.  Gasoline retailers would be required to document total volume of each type of product sold, unit price of each type of product sold, total daily amount of sales for each type of product, and the date and time when a change to the price posting was made.  Records would have to be available to the Department of Consumer Affairs (DCA) for at least one year, kept in chronological order in writing or electronically, and be available for inspection by DCA.


In accordance with subdivision (a) of §20-674 of the same subchapter, a violation of this bill would be classified as a misdemeanor and would be punishable by a fine ranging between five hundred and ten thousand dollars and/or by imprisonment for not more than thirty days.  A second violation within the span of twenty-four months would be punishable by a fine ranging between one thousand and fifteen thousand dollars and/or by imprisonment for not more than ninety days.  All violations would be further subject to civil penalties ranging in identical dollar amount ranges, given analogous violation occurrences, to these criminal violations.


This bill would take effect thirty days after being enacted into law.

UPDATE
On July 19, 2006, the Committee unanimously approved the proposed Int. No. 296-A by a vote of five in favor to zero opposed.  The bill was subsequently sent to the full Council and passed by a vote of forty-three in the affirmative and six in the negative.  On July 27, 2006, Mayor Bloomberg vetoed Int. No. 296-A; a copy of the Mayor’s veto is appended on the following page.
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