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DATE:

.  , FINANCE,GOMMrrTEEREPORT

4/15/94 FURTHER:

DATE TURNED INTO OFFICE: _____

The Finance Committee considered CS FOR HOUSE BILL NO. 453(FIN)
"An Act establishing, for purposes of the levy and collection of the motor fuel tax and for a limited 
period, a different tax levy on residual fuel oil used in and on certain watercraft: and providing for 
an effective date."

and recommends:
[ ] replace with CS
or [ ] adopt previous CS
[ ] attaches amendment(s)

[ ] adop ts_____________________
[ ] further referral to th e ___

[ixfcto" pass 
[ ] do not pass 
[ ] no recommendation 
[ ] individual recommendations
NEW FISCAL NOTES 

Department Dale Zero Fiscal

( | Appropriation No Fiscal Note

t u  r e / R e c o m m e h d a t i o n

.(FINANCE) 
-( )

[ ] same title 
[ j new title 
[ j technical 
title change 
(HB only)

Letter of Intent

PREVIOUS FISCAL NOTES 
Department Date Zero F i s c a l

lDn7~

OTHER RECQMMENDATIONS:

2. . J f o w C  jO s ;  _
Co-Chair: Signature/Recommendation



STATE OF ALAoAA
1994 LEG ISLAT IVE SESSIONFISCAL NOTE

No. 3
Bill Version: oshb asTfFTN)

(H) Publish Date: 4/11/94

Revision Date: 
Title: Tax on Residual Marine Fuel Oil

Department Affected: DOT&PF
BRU:

Sponsor:
Requestor:

G. Davis Component: 
Component Serial Number:

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY95 FY96 FY97 FY98 FY99 FYOO
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 • 0 0 0 0
TOTAL OPERATING: 0 0 0 0 0 0

CAPITAL
REVENUE FUND SOURCE 1 o 0 0 0 0 Q - 1

FUNDING: (Thousands of Dollars)
1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 GF MATCH 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/PROGRAM RECEIPTS 0 0 0 0- 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TO T A L  FU N D IN G : 0 0 0 0 0 0

POSITIONS
FULL-TIME 0 0 0 0 0 • 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY94) impact: SO
ANALYSIS: (Attach a separate page if necessary)
This bill will not impact DOT&PF.

Prepared by: Roger Allington. Acting Director 
Division: Planning____________
Approved by Commissioner
Agency: Department of Transportation and RiblicWacilities

Phone: 465-6978
Date: February 17,1994

Phone: 465-3901
Date: February 23,1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
Fo r fu rther distribution In form ation ca ll tha G ove rno r's  Legislative Office
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FISCAL NOTE
1994 LEGISLATIVE SESSION
Revision Date:

Title:

STATE OF ALASKA

Tax on Residual Manna Fuel Oil

Sponsor:

Requestor

Rep. G. Davis

(H) RLS

Expenditures/Revenues:

Dept. Affected: 

"BRU: 

Component:

BILL
NO. 2
Bill Version: cshb
(H) Publish Date: 4/13/9*
Revenue

Revenue Operations
Income and Excise Audit

COMPONENT SERIAL NO. 

(Thousands of Dollars)

113

OPERATING FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES 1
EQUIPMENT 1
LAND & STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL 1 1 1
.

REVENUE FUND SOURCE: Genera) n« — ~ -  1

FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match 1
1004 GF

1005 GF/Proaram Receiots
1CC6 GF/MHT1A
Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:

FULL-TIME I 1 1
PART-TIME 1 1
TEMPORARY 1 r i

Estimate of current year (FY94) Impact: S 0.0

ANALYSIS: (Attacn a separate page if necessary.) 

~  Sea Attached

Prepared by: Larrv E. Movers ?

Oivision: Income and Excise Aydit-Civisten y
Approved by Commissioner Darrel J. RexwinkeT / / Z  ^ -
Agency: Department of Revenue /

Phone: 465-2320

Date: Aoril 12.1994

Oate: Aoril 12.1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE 
For further distribution Information call tho Governor's Legislative Office

(R«v i i/si) 94Aic4Lnt«ui Page 1 of 2
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CSH B  453 (FIN)
Tax on R es idua l M arine Fue l O il 
April 12, 1994 
Page 2 of 2

B ill Analysis

Th is bill lev ies a tax on res idua l fuel o il used in and on passenger watercraft, nam e ly  cruise 
sh ips, of 1 cent per ga llon after m arine fuel tax co lle c t io ns  under AS 43.40.010 (5 cents per 
gallon) derived from passenger watercraft e x ceed  $205,000.

During the course of the year, taxpayers w ill pay m arine  fuel caxes at the 5 cen t p e r gallon 
rate on all res idua l fuel o il sa les . Each year, D epartm ent of R e venu e  w ill de term ine total tax 
co llections derived from res idua l fuel o il sa les and  issue  refunds to taxpayers on tax 
co llections exceed ing  $205,000. Refunds w ill be for the d ifference be tw een the 5 cen t per 
ga llon am ount pa id and the 1 cen t per gallon levy prov ided  under this bill.

Operating Costs

Department of R evenue  does not anticipate that this b ill w ill im pact its operating budget.
Based on our understand ing , this bill w ill affect a  very sm a ll num ber of taxpayers. T h e  
Department w ill modify ex isting database systems to separate ly  accoun t for sa les a nd  revenue 
generated from passenger watercraft and generate reports to identify sa les sub jec t to refund. 
T he  Department w ill absorb this program into its ex isting operating budget.

Revenue

Based on data provided by industry, tax payments on fue l sa les attributable to passenger 
watercraft at the current 5 cen t per gallon rate has h istorica lly  b een  abou t $205,000.
Accord ing to industry, th is provis ion for the 1 cen t tax unde r this bill w ill result in increased 
passenger watercraft fuel o il sa les . However, data on add itiona l sa les  that w ou ld b e  
generated above the $205,000 leve l is not a va ila b le  at th is time. Add itiona l re venue  
generated from this bill w ill d irectly correspond to add itiona l sa les beyond the $205,000 level 
at 1 cent per ga llon .



SECTIONAL ANALYSIS
CS for HOUSE BILL 4530FIN)

"An Act amending the motor fuel tax to establish a different tax levy 
on residual fuel oil used in and on watercraft; and providing for an

effective date.

Section 1 (a) Amends AS 43.40.010 by decreasing the motor fuel tax rate
on residual fuel oil from five cents to one cent per gallon. 
The decreased tax rate applies only to the cruise ship 
industry. However, the decreased tax rate will not apply 
until the state has received $205,000 (last year's revenue) 
in revenue from the five cent a gallon rate. Also, 
provides a sunset clause for June 30, 1998.

Section 1 (b) The department will reimburse the persons who pay the
five cent a gallon rate after the $205,000 threshold has been 
obtained.

Section 1 (c) Grants the Department of Revenue the authority to adopt
regulations

Section 1 (d) Provides definitions for "passenger watercraft" and
"residual fuel oil."

Section 2 Clarifies the applicability of this chapter.

Section 3 Provides for an immediate effective date.



SPONSOR STATEMENT

CS for HOUSE BILL 453(HN) 
"An Act amending the motor fuel tax to establish a different tax levy 
on residual fuel oil used in and on watercraft; and providing for an 

effective date."

House Bill 453 is simple, straight forward legislation. HB 453 will attempt to 
create an equal playing field between Alaska's residual fuel oil industry and 
their counterparts in the Lower 48 and Canada.
Residual fuel oil is the residue from crude oil after the light oils, gasoline, 
naptha, kerosine, and mid-distillates are extracted in the refining process.
The only applications for residual fuel oil in Alaska are asphalt, cruise ship 
fuel and reinjection into the pipeline. The cruise ship industry is the prime 
potential market for this fuel oil.

This product is subject to the State's motor fuel tax. The tax rate for residual 
fuel oil is five cents per gallon.
As a result of this product's current rate of taxation, Alaska’s residual fuel oil 
is automatically non-competitive with the same product available elsewhere. 
Though many ships cruise Alaska waters during the summer tourist season, 
minimal quantities of this fuel oil are purchased in Alaska due to our 
comparatively high tax. Consequently the state receives minimal revenue 
from the tax.
House Bill 453 will reduce the tax rate levied on the sale of residual fuel oil, 
which will stimulate sales of residual fuel oil and benefit Alaska's economy, 
while simultaneously guaranteeing consistent revenues to the state treasury. 
This legislation will increase job opportunities in the trucking and fuel 
industries, thus benefitting the Alaska economy.
This bill is a prime economic development initiative.

it creates a market for an Alaskan product 
— has great revenue potential for the State 

creates jobs and infrastructure
reduces environmental risk - reduces unwanted emissions 

I urge your favorable consideration of this legislation.
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T h i s  is an e c o n o m i c  d e v e l o p m e n t  p r o p o s a l  w h i c h  c o u l d  r e s u l t  in 
Che f o l l o w i n g  b e n e i i a s  cc Che S t a r e  of A l a s k a :

1. C r e a t i o n  cf a p p r o x i m a t e l y  e l e v e n  f u l l - t i m e  j o b s  in 
S e w a r d  (eight s e a s o n a l  d r i v e r s  M a y  t h r o u g h  S e p t e m b e r ,  
two d o c k  w a t c h  o p e r a t o r s ,  a n d  one o p e r a t i o n s  
s u p e r v i s o r ) , p l u s  t h r e e  j o b s  i n  Kenai,

2. I n c r e a s e d  c o m m e r c i a l  t r u c k i n g  a c t i v i t y  at  5 0 , 0 0 0  m e t r i c  
tor.3 o r  a p p r o x i m a t e l y  1 7 , 0 0 0 , 0 0 0  g a l l o n s  e q u a l  13 to 20 
l e a d s  d a i l y  f r o m  M a y  IS u n t i l  S e p t e m b e r  IS,

3. C a p i t a l  i n v e s t m e n t  t o t a l l i n g  3 1 , 2  m i l l i o n  at Seward,
S 5 0 , 0 0 0  at Kenai, p l u s  S S O O ,000 W e a v e r  B r o t h e r s  t a n k  
t r u c k  a n d  trail e r s ,

4. D e v e l o p m e n t  c f  an  i n - s t a t e  m a r k e t  for T e s o r o  r e s i d u a l  
b u n k e r  fuel f r o m  the K e n a i  r e f i n e r y .  T h i s  w i l l  i m p r o v e  
the e c o n o m i c s  e v e r  T e s o r o ' s  c u r r e n t  J a p a n e s e  e x p o r t  
sales, a n d  w i l l  a s s i s t  c o n s u m e r s  b y  s t a b i l i z i n g  T e s o r o  
r e f i n e d  p r o d u c t s '  cost. (This r e s u l t s  f r o m  T e s o r o  
b e i n g  a b l e  to m a r k e t  r e s i d u a l  o i l  d o m e s t i c a l l y  in p l a c e  
c f  e x p o r t i n g  to f o r e i g n  c u s t o m e r s  a t  a p r i c e  
s i g n i f i c a n t l y  l e s s  t h a n  c r u d e  c o s t ) ,

5. P r o v i d e  the i n c e n t i v e  f o r  the c r u i s e  i n d u s t r y  to fuel 
in A l a s k a  as o p p o s e d  to f o r e i g n  ports, p r i m a r i l y
V a n c c u v e r , B.C.

I . B A C K G R O U N D

C r u i s e  s h ips v i s i t i n g  A l a s k a  u t i l i z e  a  v e r y  l o w  g r a d e  cf fuel o i l  
f o r  p r o p u l s i o n .  Th i s  f u e l  is r e f e r r e d  to as " b u n k e r  fuel," w h i c h  
c a n  b e  h a n d l e d  m o s t  e f f i c i e n t l y  i n  c h e  A l a s k a n  c l i m a t e  d u r i n g  the 
s u m m e r  m c n c h s .

C u r r e n t l y ,  che Kar.ai T e s o r o  r e f i n e r y  e x p o r t s  its r e s i d u a l  b u n k e r  
f u e l  o v e r s e a s  to m a r k e t s  i n  Ja p a n .  T h e r a  is c u r r e n t l y  n o  i n­
st a t e  m a r k e t  o r  u s e  f o r  b u n k e r  fuels.

.n e ^ c r u i s e  i n d u s t r y  has h i s t o r i c a l l y  m e t  its d e m a n d s  for b u n k e r  
fuel b y  p u r c h a s i n g  in V a n c o u v e r ,  B.C., and S e a t t l e .  T h e i r  p r i c e s  
=.rs e s t a b l i s h e d  o f f  S e a t t l e  p o s t i n g s  r e g a r d l e s s  o f  w h e r e  t h e y  
take p h y s i c a l  d e l i v e r y .

" i t h  the i n c r e a s e  in c r u i s e  t r a f f i c  tc S o u t h e a s t  a n d  S o u t h  
C e n t r a l  A l a ska, P e t r o  m a r i n a  S e r v i c e s  has u n d e r t a k e n  a d e t e r m i n e d  
-ifcrt tc d e v e l o p  a m a r k e t  in A l a s k a  w i t h  t h e  c r u i s e  i n d u s t r y  . 
---lizir.c the T e s c r c  b u n k e r  fuel, w h i c h  o t h e r w i s e  w o u l d  be 
s n a p p e d  o v e r s e a s .

-"-s e ffo rt h a s  resu lted  ir . serious negotiations w i t h  P r i n c e s s  
Cruise Lines and other c a r r ie r s .

PETRO M AR IN E  SSRV1C25
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If P r i n c e s s  c r  e t h e r  c r u i s e  l i n e s  a g r e e  tc c u r  c h a s e  the b u n k e r  
fuel in A l a s k a ,  c h i 3 w o u l d  r e s u l t  in c a p i t a l  d e v e l o p m e n t  a n d  
c o n s t r u c t i o n  i n v e s t m e n t  a m o u n t i n g  to a b o u t  52 . 1  m i l l i o n .  (In 
Se w ard, it w o u l d  m e a n  5 1 . 2  m i l l i o n  a n d  t h r e e  jobs, 
w o u l d  m e a n  $ S 0 0 , Q C G  in c a o i c a l  i m o r o v e m e n t s .

I I .  Z C S N C M IC  B E N E F IT S

:n .\enat, it

T h e  p r o d u c t  w o u l d  be l o a d e d  o n  t a n k e r  t r u c k s  in K e n a i  a n d  
t r a n s p o r t e d  to S e w ard.

T h e  v o l u m e  f o r  all v e s s e l s  c a l l i n g  in  S e w a r d  is i n  e x c e s s  cf
S O , 000 m e t r i c  to n s  c r  a p p r o x i m a t e l y ’1 7 , 0 0 0 , OCO g a l l o n s  a n n u a l l y .  
T h i s  v o l u m e  is e x p e c t e d  to i n c r e a s e  i n  f u t u r e  y e a r s  a n d  the t r e n d  
is t o w a r d  l a r g e r  v e s s e l s  c a r r y i n g  m e r e  people.

III. P R O B L E M

T h e  c u r r e n t  .Alaska s t a t e  m o t o r  f u e l  t a x  c f  SO. O S / g a l l o n  is a 
s i g n i f i c a n t  i m p e d i m e n t  tc g a i n i n g  t h e  full p o t e n t i a l  of r e s i d u a l  
f u e l  o i l  v o l u m e  a v a i l a b l e  at S e w a r d .

W e  feel t h a t  t h e  b u l k  cf the t o u r  b e a t  f u e l  b u s i n e s s  c a l l i n g  in 
S e w a r d  c o u l d  b e  s e r v e d  f r o m  a n  A l a s k a n  s o u r c e  if  we c a n  g e e  c u r  
p r i c i n g  w i t h i n  a c o m p e t i t i v e  r a n g e  v e r s u s  V a n c o u v e r ,  3.C.

C u r r e n t  h i s t o r y  is s h e w  i n  E x h i b i t  1. As v c u  c a n  see, on 
average, S e w a r d  is £ 0 . 0 8 5 7 / g s i l c n  c u t  c f  line w i t h  t h e  V a n c o u v e r  
a l t e r n a t e .  F i v e  c e n t s  p e r  g a l l o n  c f  ch a t  d i f f e r e n c e  is the 
A l a s k a  S t a t e  tax. D i s c u s s i o n s  w i t h  p o t e n t i a l  b u y e r s  have 
i n d i c a t e d  t h a t  if we  c a n  g e t  c l o s e  to the V a n c o u v e r  p r i c i n g ,  we 
w i l l  get t h e  f u e l  b u s i n e s s .  E x h i b i t  2 g r a p h s  t h e  f l u c t u a t i o n s  in 
chat p r i c e  d i f f e r e n c e s ! .

R e l i e f  cf the t a x  c o u l d  b r i n g  in m e r e  t h a n  five t i m e s  the v o l u m e  
as t h e  S e w a r d  p r i c e  is m a d e  c o m p e t i t i v e  w i t h  V a n c o u v e r .

The v a s t l y  i n c r e a s e d  v o l u m e  w i l l  m e a ~

c p r o d u c t  co s t  
c f r e i c h c
o a m o r t i z a t i o n  cf i n v e s t m e n t

t e c o n o m i c s  o f  s c a l e  in

This m e a n s  the s u p p l i e r  c a n  l o c k  a t  s h a r i n g  c h o s e  e c o n o m i e s  w i t h  
che c u s t o m e r  a n d  g e t  v e r y  c l o s e  to V a n c o u v e r  e c o n o m i e s .  We c a n  
sell the r e m a i n i n g  d i f f e r e n c e  w i t h  s u p e r i o r  s e r v i c e  a n d  p r o d u c t  
q u a l i t y .  (See a t t a c h e d  E x h i b i t s  1, 2 a n d  2.;

PETRO  M A R IN E  SERVICES
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- esr- re m o v e d ,  c h a r  is w h a t  ia l e f t .

C r u d e  o i l s  v a r y  in c h e m i c a l  m a k e - u p  a n d  che y i e l d  a n d  c u a  1 i c y  cf 
r e s i d u a l  f u e l  m a y  d i f f e r  c r a a c l y  f r c m  c n a  cc a n c c h e r .  W e  h a v e  a: 
e x c e l l e n t  e x a m p l e  r i g h t  here in A l a s k a ;

C c c k  I n l e t  crude, cf w h i c h  t h e r e  i d  v e r y  l i m i t e d  supply, 
will y i e l d  a p p r o x i m a t e l y  2 8 . 3 %  r e s i d u a l  f u e l  o i l  w i t h  a 
s u l p h u r  c o n t e n t  cf  C.2%*. It is a v e r y  d e s i r a b l e  c r u d e  fcr 
this r e a s o n ,  b u t  t h e r e  is s i m p l y  n e t  e n o u g h  a v a i l a b l e  
s u p ply.

W o r t h  S l o p e  cr u d e ,  w h i c h  is s t i l l  a v a i l a b l e  in g r e a t  
a b u n d a n c e ,  w i l l  y i e l d  48% r e s i d u a l  f u e l  c i l  w i t h  a s u l p h u r  
c o n t e n t  cf  2.3%. U n f o r t u n a t e l y ,  tc h a v e  a l m o s t  h a l f  cf 
e v e r y  b a r r e l  y o u  r e f i n e  en d s  u p  as  a l o w  q u a l i t y  fu e l  f c r  
w h i c h  t h e r e  t r a d i t i o n a l l y  has b e e n  n o  l o c a l  m a r k e t ,  is a 
t r e m e n d o u s  jacaacalie -detriment f o r  -any c o m p a n y  tc b e a r . 
C e r t a i n l y  T e s o r o ' s  e s m i n c s  h a v e  r e f l e c t e d  t h e s e  e c o n o m i c  
r e a l i t i e s  s i n c e  the m i d  1 5 8 0 ' s  w h e n  it s w i t c h e d  to A l a s k a  
N o r t h  S l o p e  c r u d e  as its p r i m a r y  f e e d  stock.

T h e  q u e s t i o n  m i g h t  b e  as k e d :  W h y  is t h e r e  n o  l o c a l  m a r k e t  fo
thi3 p r o d u c t ?  It is b e c a u s e  the f u e l  is n o r m a l l y  u s e d  i n  l a r  
s c a l e  a p p l i c a t i o n s  w h i c h  c a n  a f f o r d  to i n v e s t  i n  t h e  e q u i p m e n  
h a n d l e  this v i s c o u s  a n d  " d i f f i c u l t  tc b u r n "  m a t e r i a l .  F u m p i n  
a n d  h a n d l i n g  c f  b u n k e r  fu e l  w i l l  r e q u i r e  the m a i n t e n a n c e  c f  t 
and p i p e l i n e  t e m p e r a t u r e s  of at l e a s t  120 d e c r a e s  ?. A c c m i z a  
fcr p r o p e r  c o m b u s t i o n  w i l l  r e q u i r e  a p p r o x i m a t e l y  200 d e g r e e s

T y p i c a l l y ,  t h e  fuel is u s e d  in u t i l i t i e s  f c r  t h e  c r c d u c t i o n  c f  
s t e a m  to t u r n  t u r b i n e s  a n d  p r o d u c e  e l e c t r i c i t y .  O t h e r  l a r g e  
a p p l i c a t i o n s  a r e  p a p e r  m i 113, 3 t e s l  mi l l s ,  a n d  c h e m i c a l  p l a n t s .
We h a v e  l i t t l e  m a n u f a c t u r i n g  b a s e  i n  the' s t a t e  a n d  m o s t  of t h o s e  
th a t  dc e x i s t  a r e  w e l l  s e r v e d  b y  c o n v e n i e n t  n a t u r a l  g a s  s u p p l i e s .

PETRO  M A R IN E  SERVICES
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T H E  Z C C N C M I C  O P P O R T U N I T Y

We h a v e  b e f o r e  u s  n e w  a r a r e  o p p o r t u n i t y  to d e v e l o p  a m a r k e t  
a p r o d u c t  w h i c h  is, c u r r e n t l y ,  a n  e c o n o m i c  l i a b i l i t y  to o n e  c 
t w o  m a j o r  L a - s t a t e  r e f i n e r s .*.W h i l e  the v o l u m e  is no  q u a n t u m  
s o l u t i o n ,  it is a b e g i n n i n g  to a m a r k e t  th a t  c l e a r l y  has the 
p o t e n t i a l  to e x p a n d .

If w e  are a b l a  t o  a c h i e v e  p r i c e  c o m p e t i t i v e n e s s ,  t h e r e  is no 
r e a s o n  th a t  w e  c a n n o t  fuel the c o a l  s h i p s  c a l l i n g  i n  S e w a r d  c 
the 1 N G  a n d  c r u d e  v e s s e l s  at K e n a i . T h i s  p c c a n t i a l  n e w  b u s i n  
o p p o r t u n i t y  n e e d  n o t  b e  l i m i t e d  tc c r u i s e  v e s s e l s .

T c  s u m m a r i s e ,  b u n k e r  c r  r e s i d u a l  f u e l  o i l  is n e t  a m e t e r  fu e l  b y  
i n d u s t r y  d e f i n i t i o n .  AST!/! d e s i g n a t i o n  a n d  " T h e  M a n u a l  o f  O i l  a n d  
G a s  T e r m s "  b o t h  d e f i n e  th i s  p r o d u c t  as he a v y ,  h i g h  v i s c o s i t y  oil 
u s e d  p r i m a r i l y  i n  i n d u s t r y ,  in l a r g e  c o m m e r c i a l  b u i l d i n g s ,  and 
f o r  the g e n e r a t i o n  cf e l e c t r i c i t y .

PETRO MARINE SERVICES
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T H I S  P A C K E T  IS I N F O R M A T I O N - T H A T  S T ? F O R T S  
H O U S E  S I L L  453 

A N D
S E N A T E  B I L L  327

T H E  N E W  L E V Y  W I L L  R E D U C E  T H E  Y A H  R A T E  
O N  H U N K E R  F U E L  A N D  H E L P  M A K E  T H E  ?\1C S  C P  

3 U N K E R  F U E L  I N  S E W A R D  C O M P E T I T I V E  W I T H  C A N A D A
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P O R T  O F  SEW A R D  M A R K ET

THE SEWARD PROGRAM : IN T H E  S P R I N G  O F  1593 P E T R #  M A R I N E  I N V E S T E D  
3509, 500 IN A  P U M P I N G / I N L I N E  B L I N D  S Y S T E M  T O - S E L L  S H I P S  B U N K E R S  
IN S E W A R D . P E T R O  M A R I N E  E S T A B L I S H E D  T H I S  F I R S T  O F  ITS K I N D  
F A C I L I T Y  IN A L A S K A  A F T E R  P R I N C E S S  C R U I S E  S I G N E D  A  T H R E E  Y E A R  
CON T R A C T  T O  B U Y  A  S P E C I F I E D  M I N I M U M  V O L U M E .  P R I N C E S S  N E E D E D  
BUNKERS F O R  7 S S S S L  S T A B I L I T Y  A N D  P E T R O  M A R I N E  N E E D E D  A  M I N I M U M  
Q U A N T I T Y  F O R  ITS R E T U R N  C N  I N V E S T M E N T . D U R I N G  T H E  1393 S U M M E R  
SEASON P E T R C  M A R I N E  S O L D  4,106, 8 76 C-ALLCNS C F  B U N K E R S  A N D  PA I D  
3205,2 4 3 . 8 0  M A R I N E  T A X .

THE I S 94 SEASON: F O U R  M A J O R  C R U I S E  L I N E S  H A V E  T H E  F O L L O W I N G
P.EQUIZEMNET E A C H  S U M M E R  SEASON. ( A B O U T  O N E  H A L F  C F  T H E  P R I N C E S S  
AND n C L u A N D  F L E E T  G O  T C  G L A C I E R  B A Y  A N D  T H E N  R E T U R N  SOUTH)

PP.INCESS C R U I S E  
H O L L A N D  A M E R I C A  
CROWN 
REGENCY

S U M M E R  B U N K E R  C O N S U M P T I O N  
T O N S  G A L L O N S

= 0, azz 
5 5 , 00C 
6,030 
9, 720

I S , 6 2 0 , COO (PER LETTER) 
1 5 , 0 7 0 , 0 0 0  (PER M EETING)
1 . 6 2 0 . 0 0 0  (PER M E E T I N G )
2 . 6 2 0 . 0 0 0  (P E R  LETTER)

1 2 6 , 6 0 5 3 5 , 1 1 G ,GOO

SEWARD P O T E N T I A L  V O L U M E :  O F  T H E  94 S A I L I N G S  I N T O  S E W A R D ,  64 A R a
BY THE A B O V E  F O U R  L I N E S . IF T H E  M O T O R  F U E L  TAX' W A S  R E D U C E D  J-jUM 
5 CENT aE R  G A L L O N  T O  1.5 C E N T  P E R  G A L L O N , P E T R C  MAZ-iNE 
R E A L I S T I C A L L Y  E X P E C T S  T O  S E L L  IN E X C E S S  C F  1 2 , 0 0 0 , 0 0 0  G A L L O N S  C F  
SHIPS B U N K E R  IN S E W A R D  D U R I N G  A  S U M M E R  C R U I S E  S E A S O N .  ( NOTE: T H E  
R E D U C E D  T A X  W C U L D  O N L Y  B E  C N  T H E  R E S I D U A L  P O R T I O N  (= 2%) C ? T H i  
H U N K E R  FU E L  A N D  T H E  F U L L  5 C E N T S  P E R  G A L L C N  C N  T E a  D I E S E L .  
[COMBINED T A X  R A T E  W C U L D  B E  1.79 C E N T S  P E R  G A L L C N )

[CRUISE LINE IFC 330 
T O N S

G A L L O N S

{PRINCESS C R U I S E  
:LLAND A M E R I C A  
P.CWN
:g e n c y

>7,300 
4 ,095 
2, 70C 
4 , 0 5 C

1 0 , 3 3 7 , 2 0 0  
1 , 1 2 2 , CQC

7 4 0 , 0 0 0  
1,110,000

\ N T Z A C T  M A X I M U M )
(ONE S H I P  IN SEWARD) 
( O N E  SHI?)
( T W O  SHIPS)

1 3 , 3 2 9 , 2 0 0

rlTRC M A R I N E  W C U L D  P A Y  A P P R O X I M A T E L Y  5 227,000^.001 ! 
!jHZ S T A T E  C F  A L A S K A  IN 1334. (331, 5 5 7 . 2 0  O V E R  -j9j)

M A R IN E  TAX! T C

PSTRO M AR INE SERVICZS



S E W A R D  T O T A L  V O L U M E : W H E N  T H E  S E W A R D  B U N K E R  P R I C E  IS E S T A B L I S H E D  
AS A  C O M P E T I T I V E  PRICE, E C U  C A N  B U I L D  A  C A S E  T H A T  P E T R O  M A R I N E  M A Y  
32 .ABLE T O  A T T R A C T  A D D I T I O N A L  V O L U M E  F R O M  T H E  F O U R  M A J O R  L I N E S  A N D  
O T H E R S  ( IN O T H E R  W O R D S  H U N K E R  - C R  T H E  R O U N D  TRIP) . O N C E  T H E  
C R U I S E  I N D U S T R Y  S E E S  S E W A R D  A S  T H E I R  B U N K E R  PORT, T H E N  P E T R O  
M A R I N E  A L S O  H A S  A N  O P P O R T U N I T Y  TO  S E L L  S T R A I G H T  M A R I N E  D I E S E L  AT 
THE F U L L  5 C E N T  P E R  G A L L C N  TAX' ( C U R R E N T L Y  P U R C H A S E D  IN C A N A D A )  . 
THE F U L L  P O T E N T I A L  O F  T H E  S E W A R D  S A I L I N G S  (S4) IS IN T H E  T A B L E  
3 E L C W :

C R U I S E  L I N E IFC 320 M A R I N E G A L L O N S
T O N S D I E S E L

P R I N C E S S  C R U I S E 3 7 , 5CG N C N E 1 0 , 2 5 7 ,. 2 0 0 ( C O N T R A C T
M A X I M U M )

H O L L A N D  A M E R I C A I S ,380 1, 250 4 , 8 7 5 , 0 0 0  (TWO SHIPS)
C R C W N 5, 400 530 1 , 5 7 3 , 0 0 0  (ONE SHI?)
R E G E N C Y 3 , — 0 0 1, 520 2 , 7 1 7 , 0 0 0  (TWC SHIPS)
O T H E R 7, 000 3 , 5 2 0 3 , 0 0 0 , 0 0 0  (THREE SHIPS)

7 4 , 5 0 0 7 , 0 2 0 2 2 , 5 2 2 , 2 0 0

PETRO M A R I N E  W C U L D  P A Y  A P P R O X I M A T L E Y  $ 4 7 2 , 5 0 0  M A R I N E  T A X  T O  THE 
S T A T E  O F  A L A S K A .  < $ 2 5 7 , 2 5 2 . 2 0  O V E R  1553}

U P D A T E  T O  M A Y  19 9 3  " P R O P O S A L  T O  D E V E L O P  A N  A L A S K A N  M A R K E T  FOR 
B U N K E R  F U E L " :

- T E S O R O  I N V E S T E D  3 7 5 , 0 0 0  IN A  T R U C K  R A C K  L O A D I N G  S Y S T E M  F C R
N C 6  F U E L  O I L

- P E T R O  M A R I N E  I N V E S T E D  S E G 9 ,300 C N  A  N E W  P U M P I N G / I N L I N E
B L E N D I N G  S Y S T E M  T O  T H E  A L A S K A  R A I L R O A D  D O C K .

- P E T R O  M A R I N E  E M P L C Y E E D  2 D O C K  W A T C H  O P E R A T O R S .
- W E A V E R  B R O T H E R S  T R U C K I N G  P U R C H A S E D  T W C  T R U C K S  A N D  E M P L C Y E E D

4 D R I V E R S
- T O T A L  S A L E S  F O R  1392 W A S  4 , 1 0 5 , 9 7 5  G A L L O N S ,  3 5 5  T R U C K  L O A D S
- T H E  A V E R A G E  P R I C E  D I F F E R E N C E  B E T W E E N  S E W A R D  A N D  V A N C O U V E R

F O R  S H I ?  B U N K E R S  I N  1993 W A S  5.02 C E N T S  P E R  G A L L C N

I? P E T R C  M A R I N E  S E T S  A  1 9 9 4  S A L E S  O B J E C T I V E  CF  1 2 , 0 0 0 , 0 0 0  G A L L O N S :

- P E T R O  M A R I N E  W I L L  H I R E  4 D O C K  W A T C H  O P E R A T O R S  A N D  A
O P E R A T I O N S  S U P E R V I S O R

- T E S C R C  W I L L  U P G R A D E  T H E  T R U C K  L O A D I N G  R A T E  A T  THE
R E F I N E R Y  H A C K

- W E A V E R  W I L L  B U Y  5 A D D I T I O N A L  T R U C K S  A N D  E M P L O Y E E  10
A D D I T I O N A L  D R I V E R S

PSTRO  M A R IN E  SERVICES
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W H A T  23 S H I P S  B U N K E R S ?

B U N K E R  OIL: F U E L  F C R  T A N K Z R ,  CARC-C G R  C R U I S E  S H I P S  D E R I V E D  F R O M  
T H E  3 L Z N D  C F  R E S I D U A L  F U E L  O I L  A N D  D I S T I L L A T E  O I L S .  T H E  R E S U L T I N G  
B L E N D  IS D E S C R I B E D  B Y  ITS V I S C O S I T Y .  C N  B O A R D  A  SHIP, T H E  B L E N D  
M U S T  BE F E E - H E A T E D  A T  T H E  B U R N E R  T O  R E D U C E  T H E  V I S C O S I T Y  F U R T H E R  
F C R  P R O P E R  A T O M I Z A T I O N .

R E S I D U A L  F U E L  OIL: G E N E R A L L Y  A  B L A C K ,  THICK, V I S C O U S , S E M I F L U I D  
M A T E R I A L .  IT IS T H E  R E S I D U E  F R C M  C R U D E  O I L  A F T E R  T H E  L I G H T  OILS, 
G A S O L I N E ,  N A P H T H A ,  X E R C S I N E ,  A N D  M I D -  D I S T I L L A T E S  A R E  E X T R A C T E D  
IN T H E  R E F I N I N G  P R O C E S S .  IT IS A L S O  C A L L E D  R E D U C E D  C R U D E  A N D  N C S  
F U E L  OIL. R E S I D U A L  F U E L  O I L  IS L I M I T E D  T O  H E A V Y  C O M M E R C I A L  A N D  
I N D U S T R I A L  U S E  W H E R E  S U F F I C I E N T  H E A T  IS A V A I L A B L E  T O  F L U I D  IZZ F C R  
P U M P I N G  A N D  C O M B U S T I O N .

V I S C O S I T Y :  T H E  V I S C O U S  C O N D I T I O N  C F  R E S I D U A L  F U E L  O I L  IS B R O K E N  
D C W N  3Y U S I N G  M I D - D I S T I L L A T E S  ( N C 2  D I E S E L  ) C R  O T H E R  V I S C O S I T Y  
B R E A K E R S .  T H E  B L E N D  IS M E A S U R E D  B Y  A  S P E C I F I C  S T A N D A R D  T H A T  T H E  
R E F I N I N G  A N D  S H I P P I N G  I N D U S T R Y  H A S  F O U N D  T O  B E  T H E  O P T I M U M  F O R  
E F F I C I E N T  C O M B U S T I O N  A N D  O P E R A T I O N .  T H E  C O M M O N  M A R I N E  B L E N D S  A R E  
I N T E R M E D I A T E  F U E L  O I L  (LTD) 130 "SSD T F O  B d U  . "THE TTU^BERS "REFER T O  
T H E  S E C O N D S  I T  T A K E S  T H E  B L E N D  T O  P A S S  THRCUC-K A  M E A S U R I N G  D E V I S E .

A L A S K A :  T S S C R C  IS T H E  O N L Y  A L A S K A  R E F I N E R  T H A T  M U S T  M A R K E T
R E S I D U A L  F U E L  O I L  S I N C E  A L L  O T H E R S  R E - I N J E C T  R E S I D U E  B A C K  I N T O  T H E  
A L Y Z S K A  P I P E L I N E .  T H E  O N L Y  A P P L I C A T I O N S  F O R  R E S I D U A L  F U E L  O I L  IN 
A L A S K A  A R E  A S P H A L T  A N D  S H I P S  H U N K E R S . O U T S I D E  A L A S K A  IT C A N  H E  
U S E D  F C R  R E F I N E R Y  F E E D  S T O C K  ( C O K I N G )  B O I L E R  F E E D  F C R  E L E C T R I C  
G E N E R A T I O N  A N D  I N D U S T R I A L  H E A T I N G .

T A X  C N  B U N K E R  FUEL: T H E  S A L E  O F  T H I S  T Y P E  O F  M A R I N E  F U E L  C A N  E A R L Y  
BE  E F F E C T E D  B Y  T A X A T I O N . T H E  S T A T E  O F  C A L I F O N I A  W A S  A  M A J O R  
S U P P L I E R  C F  S H I P S  B U N K E R S  U N T I L  T H E  S T A T E  I M P O S E D  A  3 . 2SA TAX. T H E  
S T A T E  H A S  G O N E  F R O M  3 r d  I N  T H E  W O R L D  TC  22r.d. B E C A U S E  C F  T H E  
C U R R E N T  A L A S K A  T A X  C F  S C E N T S  P E R  G A L L C N ,  T H I S  F U E L  IS O N L Y  S O L D  
IN A L A S K A  U N D E R  U N I Q U E  S I T U A T I O N S . S E E  T H E  A T T A C H E D  A R T I C L E S

R E A S O N S  F O R  B U Y I N G  B U N K E R S  I N  A L A S K A :

- V E S S E L  C H A R T E R E D  3 Y  A N  A L A S K A  C O M P A N Y
- V E S S E L  R E Q U I R E S  B U N K E R  F O R  R E T U R N  V O Y A G E  ( S T A B I L I T Y  )
- A N  E M E R G E N C Y
- E R R O R  A T  D E P A R T U R E  P O R T

PETRO  M AR IN E  SERVICES
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E X A M P L E  OF T A X  P O L I C Y  C N  S H I P S  5 U N K E H  S ALES

V E S T C O A S T :  R E S I D U A L  FUEL C I L  A N D  A N Y  B L E N D E D  V A R I E T Y  SCLD A S  S H I P S  
B U N K E R S  IS N C T  S U B J E C T  TO A N Y  E X C I S E  T A X  O U T S I D E  C F  A L A S K A .  
C A L I F O R N I A  I M P O S E D  A  S A LES T A X  C N  S H I P S  B U N K E R S  A N D  T H E  M A R K E T  
" D R I E D  OP" . T H E  5T O R Y  IS A N  O U T S T A N D I N G  E X A M P L E  CF  H C W  T A X I N G  
P O L I C Y  C A N  I M P A C T  A  MARKET.

S O U R C E :  C I L  P R I C E  I N E O R M A T I C N  S E R V I C E  (OPIS)
4 9 2 - 0 7 - 2 2  1 4 : 4 5 : 0 7  E D T
*’f^ M A R I N E  F U E L  B U S I N E S S  ' D R YING U P ' IN C A L I F O R N I A :  J C C  R E P O R T S  

T o d a y ' s  J o u r n a l  cf  Commerce, i n  a l e a d  a r t i c l e ,  says chat the 
m a r i n e  f u e l  b u s i n e s s  in C a l i f o r n i a  is d r y i n g  up.

In l a s s  c h a r  a year, sales cf m a r i n e  fuel i n  C a l i f o r n i a  h a v e  
s u n k  f r o m  4 m i l l i o n  bbls me richly cc 1 m i l l i o n  b b l s .  The r e a s o n  fcr 
che d e c l i n e :  Che s c ace sales can o n  [ b u n k e r ] - f u e l  p u r c h a s e s .

T h e  a. 25 p c c  t a x  were, ir.co e f f a c e  lasc J u l y  as a m e c h a n i s m  Co 
h e l p  che s c a c e  r a i s e  m o n e y  Co c l o s e  a b u c g e c  d e c i d e .  Irscaad, che 
sarc has d r i v e n  b u s i n e s s  a w a y  f r o m  C a l i f o r n i a  a n d  is c o s c i r g  che 
s c a c e  m e r e  c h a n  52 m i l l i o n  in l o s e  p a y r o l l  t a x e s  a n d  o c h e r  faes, 
a c c o r d i n g  Co a s c u d y  c o m m i s s i o n e d  b y  che P a c i f i c  M e r c h a n c  S h i p p i n g  
A s s c c i a c i c n .

Lcs A n g e l a s  c n c a  r a n k e d  w i t h  R c c c a r d a m  a n d  S i n g a p o r e  as o n e  cf 
che w o r l d ' s  b i g g e s c  m a r i n e  fu e l  cores, r a p c r t s  che JCC. Ic 
wciddn'-t s a k e  c h e  Cop 20 today.

5 9 2 - 0 9 - 2 3  1 4:42 : 57 E D T
» *’C A L I F O R N I A  R E P E A L S  (BUNKER] F U E L  T A X

C a l i f o r n i a  Gov. Peta W i l s o n  a c c r c v e d  chs r a o e a l  cf a, m a r i n a  
f u e l  s a l e s  t a x  th a t  n e a r l y  d e v a s t a t e d  S o u t h e r n  C a l i f o r n i a ' s  
[bunker] m a r k e t  b y  d r i v i n g  a w a y  b u s i n e s s ,  che J o u r n a l  cf C o m m e r c e  
r e p o r t s  in c o d a y ' s  issue.

T h e  t a x  " p l a c e d  C a l i f o r n i a  b u s i n e s s e s  an a c o m p e t i t i v e  
d i s a d v a n t a g e  w i t h  b u s i n e s s e s  in o t h e r  st a t e s , "  che g o v e r n o r  s a i d  
in a scacamer.c a n n o u n c i n g  che r e p e a l .

T h e  r e p e a l  w i l l  cake a f f e c t  J a n u a r y  1, 1992. The 3 . 2 5 can on  
( b u n k e r ] f u e l  w a s  i m p o s e d  a l i t t l e  m e r e  t h a n  a y e a r  age, as p a r e  
of a n  e f f o r t  cc r a i s e  m o n e y  to c l o s e  a hu g e  s c a c e  b u d g e t  d e r i d e .

T h i s  p a r t i c u l a r  cax e n d e d  up c o s t i n g  C a l i f o r n i a  [bunker] fu e l  
b u s i n e s s ,  as s n i p s  b u n k e r e d  in a r e a s  w i t h  no taxes. Lcs A n g e l a s  
s u n k  f r o m  b e i n g  cr.e cf the top t h r e e  [bunker] m a r k e t s  in che 
c o u n c r y  co r o c  e v e n  b e i n g  in the t o p  20, the J o u r n a l  cf C o m m e r c e

THE C A L I F O R N I A  3 . 2 5 *  D R C V E  B U S I N E S S  AWAY. W I T H  T H E  A L A S K A  R A T I  CF 
12*, B U N K E R  S A L E S  I N - S T A T E  A R E  S P E C I A L  C I R C U M S T A N C E S  ONLY. (I.E 
W E A T H E R  E M E R G E N C I E S , B A L L A S T  NEEDS, I N - H O U S E  R E Q U I R E M E N T )  T H E R E  
:s N O  "M A R K E T "  P R E S E N T L Y  B U T  T H E R E  C O U L D  BE IF T H E  A L A S K A  M A R I N E  
-AX C N  H E A V Y  S H I P S  B U N K E R S  W E R E  R E D U C E  TO 1 C E N T  PER G A L L O N .  IN

T H E R E  IS A  G C C I  "CASE" FOR T A X  R E V E N U E  G O I N G  UP

PETRO M AR INE  SERVICES
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R E S I D U A L  F U E L  S P E C I F I C A T I O N S : T H E  D E F I N I T I O N  IN H O U S E  S I L L  453 A N D  
S E N A T E  B I L L  3 2 7  I N T E N D S  T O  EE F E E  T C  A N Y  S H I P S  B U N K E R  T H A T  IS A  
B L E N D  U S I N G  R E S I D U A L  F U E L  OIL. U N F O R T U N A T E L Y  L I K E  A  CASTLE, C N E  
M A N S  B U N K E R  O I L  IS N O T  T H E  S A M E  AS A N O T H E R .  T H E R E  A R E  M O R E  T H A N  
O N E  S E T  C F  S T A N D A R D S  F O R  E N G I N E  OILS:

- I N T E R N A T I O N A L  C O U N C I L  C N  C O M B U S T I O N  E N G I N E S  ( Cl M A C  )
- B R I T I S H  S T A N D A R D S  I N S T I T U T E  ( 5SI )
- I N T E R N A T I O N A L  S T A N D A R D S  O R G A N I Z A T I O N  ( ISO )

O N E  O F  M A N Y  S T A N D A R D S  G E N E  F A U L T  U S E D  T C  G R A D E  F U E L S  IS ITS 
V I S C O S I T Y .  O N E  O F  T H E  I N D U S T R Y  G R A D I N G  S T A N D A R D S  IS K I N E M A T I C  
V I S C O S I T Y  M E A S U R E D  IN W H A T  IS C A L L E D  C E N T I S T O K E S  ( C S T ) . T H I S  IS 
A  M E A S U R E  O F  T H E  N U M B E R  O F  S E C O N D S  IT T A K E S  F C R  A  F U E L  T C  PA S S  
T H R O U G H  A  S T A N D A R D  D E V I S E  U N D E R  C O N T R O L L E D  T E M P E R A T U R E S .

T H E  T Y P E  C F  F U E L S  T H A T  W O U L D  BE C O V E R E D  B Y  T H I S  N E W  L E V Y  A R E  F U E L S  
T H A T  A R E  T H E  R E S U L T  C F  B L E N D I N G  R E S I D U A L  T J E L  O I L  W I T H  A  D I E S E L  
C R  O T H E R  V I S C O S I T Y  BR E A K E R .  THE R E S U L T I N G  F U E L  W I L L  A L W A Y S  HAVE 
A  V I S C O S I T Y  G R E A T E R  T H A N  N O l  CR  NC2 D I E S E L .  T H E  F O L L O W I N G  A R E  T H E  
G E N E R A L L Y  A C C E P T E D  I N T E R N A T I O N A L  S T A N D A R D S  F C R  T H E  F U E L S  WE  A R E  

T A L K I N G  A B O U T .

K I N E M A T I C  
V I S  IN C S ?

P R O D U C T  M I N  M A X

N02 D I E S E L  ( C A L L E D  1.3* 4 , 1  S O L D  IN A L A S K A  A S  H E A T I N G
M A R I N E  G A S  C I L  I N  F U E L , M A R I N E  D I E S E L
T H E  M A R I N E  FIELD)
N C I  D I E S E L  1.3 2.4 S O L D  IN A L A S K A  A S  HEATINC-

F U E L
M A R I N E  F U E L S  G R A D E  DM5 2.5 11 C A L L E D  M A R I N S  G A S C I L  IN

D M C  - 1 4  M A R I N E  F I E L D

R M A - 1 0  S . Q  1 0

R i M L - 5 5  - 5 5

G A S  .URBI1 i “ U— —j CI_,£>

F U E L  O I L S G R A D E  NC. 4
F U E L  O I L S G R A D E  N C . 5
F U E L  C I T S G R A D E  NC. 6

T H E  S H I P S B U N K E R S  THA'
V I S C O S I T Y R A T I N G .  T H E

a „

E D  W I T H  R E S I D U A L F U E L  C I L  T C  A C H I E V E

S T E D  S H I ?  B U N K E R V 0 "  D_iSr._j

1 0 0  C S T

1 3 0  C S T 15

3 8 0  C S T o

4 2 0  C S T 7

9 0 0  C S T
/*■«

5.5 24 S O M E T I M E S  C A L L E D  H A  DC
53 163
92 - C A L L E D  NCS, R E S I D U A L  F U E L

'I S C C S I  TV.

PURC MARINE SERVICES



H | 5 R - 1 3 - 9 ' 1  T H U  1 9 : 3 3  G I L L E S P I E  *  A S S O C I A T E S  9 3 7 4 6 3 5 2 2 - P  . 9  1

H o u s e  B i l l  No. 453 
S t a t e m e n t  of L e g i s l a t i v e  I n t e n t  

M a r c h  8, I? a 4

H.3. 153 l o w e r s  t h e  tax r a t e  on m a r i n e  b u n k e r  f u e l  f r o m  $ 0 . 0 5  to $0 , 0 1 5  
er g a l l o n  in a n  e f f o r t  to e s t a b l i s h  a n e w  A l a s k a  m a r k e t ,  o v e r  9 3 . 5 %  o f  bunk-: 
uel p r o d u c e d  in A l a s k a  is e x p o r t e d  to J a p a n  c r  t h e  W e s t  C o a s t  f r o m  T e s o r o ' s  
anai r e f i n e r y .  T h e  $ 0 . 0 5  p e r  g a l l o n  t a x  p r e v e n t s  A l a s k a  f r o m  s e r v i c i n g  t h e  
-ruise s h i p  b u s i n e s s ,  as b u n k e r  fuel is a v a i l a b l e  at o t h e r  l o c a t i o n s  at  love 
r i c e s .

?cfal 3 u n k a r  S a l e s :  I m p a c t  on B i l l ' s  F i n a n c i a l  N e u t r a l i t y

A c r i t i c a l  f a c t o r  e v a l u a t e d  has b e e n  w h e t h e r  c r  n o t  t h e r e  w i l l  be 
s u f f i c i e n t  s a l e s  v o l u m e  i n c r e a s e s  to o f f s e c  t h e  l o w e r  t a x  r a te. T h e r e  w e r e  
12 m i l l i o n  g a l l o n s  of t a x a b l e  b u n k e r  f u e l  s o l d  c u r i n g  1993 in A l a s k a .  -Tesor 
accounted f o r  2 / 3 ' s  t h i s  amount, u s i n g  the p r o d u c t  as  b u n k e r  f u e l  f o r  its 
cankers, a n d  f o r  s a l e s  to o t h e r  t r a n s p o r t  ta n k e r s .  A l a s k a ' s  1993 s a l e s  
g e n e r a t e d  a p p r o x i m a t e l y  $ 6 0 0 , 0 0 0  in m a r i n e  b u n k e r  f u e l  taxes. A r e d u c t i o n  t 
$0.01 w o u l d  h a v e  r e d u c e d  the t a x  i n c o m e  b y  $ 4 3 0 , 0 0 0  w h i c h  t r a n s l a t e s  ir.tc a 
need f c r  50 M i l l i o n  m o r e  g a l l o n s  cf p r o d u c t  s a l e s  t o  r e t a i n  r e v e n u e  
n e utrality. (Note: T h e  t o t a l  i n - s t a t e  b u n k e r  fuel s a l e s  in 1992 r e p r e s e n t

Ly 1 . 4 7 %  cf  t h e  t o t a l  p r o d u c e d  i n - s t a r e .  Sour c e :  T e s o r o  A l a s k a  P e t r o l e u m  
Company) .

O p p o r t u n i t y  f o r  N e w  M a r k e t  D e v e l o p m e n t

P e t r o  M a r i n e  S e r v i c e s  has p r o j e c t e d  an e x p a n d e d  b u n k e r  f u e l  m a r k e t  fr o m  
the c r u i s e  s h i p  i n d u s t r y  if t h e  c u r r e n t  t a x  is l o w e r e d  to  $0,0 1 5 .  T h e  
e x p e c t e d  v o l u m e s  a r e  s u f f i c i e n t  to o f f s e t  t h e  l o w e r  t a x  r a t e  p r o v i c e d  b y  t h i s  
bill m a k i n g  it r e v e n u e  n e u t r a l  as it r e l a t e s  to t h e  t o u r i s t  s h i p  b u s i n e s s .

Sale cf gur.kar to T a n k e r  S hips

D u r i n g  t h e  5 y e a r s  (139-1992) years, the a v e r a g e  u s a g e  w a s  5.3 M M  g a l l o n s  
r a n ging f r c m  as l i t t l e  as 1 M M  g a l l o n s  (19S0) tc 7 . 1  M M  g a l l o n s  ( 1 9 9 1 ) . "
Based o n  t h e  f i v e  y e a r  ave r a g e ,  t h e  l o w e r  tax r a t e  c f  $ 0 , 0 1 5  w o u l d  r e q u i r e  an 
a d d i t i o n a l  15 M i l l i o n  or  m o r e  g a l l o n s  of b u n k e r  s a l e s  p e r  y e a r  to r e m a i n  
r evenue n e u t r a l .  T e s o r o  d e e s  r.ct e x p e c t  tc e x p e r i e n c e  s u c h  an i n c r e a s e ,  ev e n  
if the t a x  r a t e  is r e d u c e d .  T h i s  w c u l d  be e q u i v a l e n t  to a p p r o x i m a t e l y  
$225,0G0 in l o s t  t a x e s  f r c m  b u n k e r i n g  t a n k e r s  n o t  in t h e  c r u i s e  s h i p  c a t e g o r y .  
Ibis d e e s  n e t  t a k a  i n t o  a c c o u n t  t h e  e c o n o m i c  b e n e f i t  f r c m  t h e  12 n e w  s e a s o n a l  
)cbs c r e a t e d ;  s a l e s  a n d  p r o p e r t y  taxes; a m a j o r  i n v e s t m e n t  in f a c i l i t i e s  at 
Seward; a n d  i n c r e a s e d  f r e i g h t  t r a n s p o r t a t i o n  b u s i n e s s  in  t h e  r e g i o n .  It is 
r o d e a r  w h e t h e r  t h e s e  b e n e f i t s  w i _ i  o f f s e t  t h e  less in r e v e n u e  f r o m  a 
r eduction in t a x  r a t e s  to t h e  t a n k e r  b u n k e r i n g  m a r k e t .

^ e c i a l a t i v a  i n t e n t

If K 3  452 is e n a c t e d  w i t h  a tax r e d u c t i o n  a p p l i c a b l e  o n l y  t o  c r u i s e  
s-i.ps, a b i l l  sur.set is e x p e c t e d .  It is the i n t e n t  of the l e g i s l a t u r e  to 
^ E x a m i n e  t h i s  i s s u e  p r i o r  to t h e  l a w's s u n s e t  to d e t e r m i n e  if t h e  s a l e s  
vd u m e s  h a v e  m e t  t h e s e  p r o j e c t e d ,  and tc e v a l u a t e  t h e  e x t e n s i o n  of t h e  l e v e r  
-sx r a t e  tc t h e  r e m a i n i n g  b u n k e r  fuel c u s t o m e r s ,  s u b j e c t  to i d e n t i f i c a t i o n  c: 
offsetting t a x  r e v e n u e ,  a n d  o r  o t h e r  t a n g i b l e  b e n e f i t s ,  g e n e r a t e d  b y  the 
- d a l  b u n k e r  f u e l  s a l e s  tc t o u r  ships, t a n k e r s ,  a n d  o t h e r  users.

f
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GREATER SOLDOTNA CHAMBER CF COMMERCE 
RESOLUTION NO. 94-3

A RESOLUTION SUPPORTING THE ADOPTON OF SENATE BILL NO. 327 
’AN ACT AMENDING THE MOTOR FUEL TAX TO ESTABLISH A DIFFERENT TAX 

LEVY CN RESIDUAL FUEL OIL USED IN AND ON WATERCRAFTS; AND 
PROVIDING FOR AN EFFECTIVE DATE.'

WHEREAS, in 1970-72 heavy bunker fuel was sold, lo a small market, for 
use instate; and

WHEREAS, in 1972, the present tax was placed on this fuel and ail sales 
then ceased, and have remained non-existent since that date; and

WHEREAS, due to the excessive tax on heavy fuels if used instate, heavy 
fules have no instate sales/useage; and

WHEREAS, there is currei ,ly the potentia l for a market of these fuels in 
Alaska, if the price of the fuel can be competitive with prices in Canada; 
and

WHEREAS, Cruiselines have indicated a w illingness to purchase Bunker 
fuel in Alaska if the marine fuel tax rate is lowered; and

WHEREAS, the purchase of Bunker fuel by Cru ise lines would have a 
positive economic impact to the State of Alaska and the Kenai Peninsula 
Borough,

NOW THEREFORE BE IT RE SOLVED THAT THE GRIEATER SOLDOTNA CHAMBER 
OF COMMERCE urges the Alaska Legislature to adopt Senate Bill No. 327.

ADOPTED this 3th day of March, 1994 at Soldotna, Alaska.

Kurt Eriksson, Vice President
ATTEST:

C
Cathy M. 6iark, Executive Director

\
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DRAFT - RESOLUTION 94-01

A RESOLUTION OF THE GREATER KENAI CHAMBER OF COMMERCE 
9ARD OF DIRECTORS URGING PASSAGE OF HB453/SB327 RELATING TO

BUNKER FUEL TAX

WHEREAS, there is a substantial demand for bunker fuel by the numerous cruise ships 
that call on .Alaska ports and,
WHEREAS, ‘.he operators of these cruise ships purchase bunker fuel a: the port where 
they purchase at the most favorauie price and.
WHEREAS, ihe State of Alaska Marine Fuels Tax of S.05 per gallon prevents .Alaska fuel 
suppliers from being competitive in the banker fuel market withpcrts on the U.S. West 
Coast and British Columbia and,

WHEREAS, this proposed legislation is not expected to reduce State revenues, but rather, 
appears likely tc generate increased revenues to the State due to expected increase in 
volume of bunker fuel sales at Alaska pons and,
WHEREAS, these increased sales of bunker fuel could potentially create as many as 
twelve(12) new seasonal jobs; generate a significant increase in business for the 
transportation support industries; generate additional local sales and property taxes; and 
further support the rapidly expanding tounsm business on the Kenai Peninsula and.
W'HEREAS, at this time, tourism is the fastest, growing industry in the State of Alaska.
NOW', THEREFORE, BE IT RESOLVED BY THE GREATER KENAI 

JHAMBER OF COMMERCE BOARD OF DIRECTORS THAT WE 
EESPECTFULLY URGE PASSAGE OF HB453/SB327 BY THE ALASKA STATE
Le g i s l a t u r e .

'ASSED BY THE GREATER KENAI CHAMBER OF COMMERCE BC.ARD OF DIRECTORS 
IBIS  Da y  O F  ,1994.

(alerie Edmundson, President 
Cenai Chamber of Commerce 
1’card of Directors

ATTEST:
Laura R. Measles 
Executive Director

;-«■ ’S i)
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A RESOLUTION OF THE C IO  COUNCIL OF THE CITY 
OF SEWARD. ALASKA.. SUPPORTING SB 327, ESTABLISHING 

A DIFFERENT TAX LEVY ON RESIDUAL FUEL OIL 
USED IN AND ON WATERCRAFT

C I T Y  O F  S E W A R D  A L A S K A
R E S O L U T I O N  N O .  944130

WHEREAS, residual rue! oil currently produced by Tesoro Alaska north or Kenai 
is -old cs an export product due to the excessive tax on heavy fuels: and

WHEREAS, there is the potential to: 3 market or these I. els in Alaska if the price 
of the fuel can be competitive with prices in Canada; and

WHEREAS, ninety cruise ships will visit the Port of Seward during the summer 
of 1°94; and

WHEREAS, these cruise ships are currently purchasing their fuel oil in Canada 
ana have indicated a desire to purchase fuel in Alaska; and

WHEREAS, the initial potential is for annual sales of $7,000,000 and em ploym ent 
for seven to ten Alaskans;

NOW, THEREFORE,. BE IT RESOLVED BY TFIE CITY' COUNCIL OF THE CITY' 
OF SEWARD, ALASKA, that:

Section 1. The Seward City Council strongly urges the passage of SB 327, thereby 
reducing the tax on residual fuel oil used inand on watercraft of all descriptions to one 
cent per gallon.

Section 2. Copies of this resolutionihall be -en: to Governor Waiter J. Hicku. 
Senator Suzanne Little and Representative lary Davis

Section 3. This resolution shall take:ffect immediately upon its adoption.

PASSED AND APPROVED by the Cy Council of the city of Seward, Alaska, this 
14th day of March, 1994.

THE CITY' OF SEWARD, ALASKA

 / M  f-4- ‘“W  V
Dave W. Crane, Mayor
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March 9, 1994

ALASKA TRUCKING ASSOCIATION PO SITION PAPER

TO: Representative Gary Davis
and

Members of the Legislature

FROM: Frank J. Dillon, Executive Director Alaska Trucking
Association, Inc.

RZ: SUPPORT OF H.B. 453 AND S.B. 327

On behalf cf the 30C-member companies of Alaska Trucking 
Association, Inc. I ask ycur support for the passage of House Bill 
453 and corresponding Senate Bill 327.

H.3. 453 entitled "An Act Amending Motor Fuel Tax To Establish A 
Different Levee on the Residual Fuel Oil Used In and On Water Craft 
and Providing For An Effective Data." What this bill basically 
does is reduce the tax on heavy bunker fuel from 5-cents a gallon 
to 1-cent a gallon.

The reason this legislation is needed is to bring the bunker fuel 
price down so that we-can compete in selling fuel to cruise ships 
which visit Alaska ports. Currently, virtually all the fuel burned 
in Alaska's waters is purchased in British Columbia. Refiners, who 
as part of the refining process are left with the heavy bunker fuel 
currently have little or no market in 'Alaska for that fuel.

ATA feels that this is exactly the scrt of business rcsk and 
economic endeavor the state of Alaska should be involved in. We 
recognize there are risks involved in the worse case scenario the 
state could lose revenue if fuel sales dc not increase to offset 
the reduction in the tax rata. We believe this is a legitimate and 
reasonable business risk for the state of Alaska to take in order 
to expand Alaska’s job base and economic activity.

In the trucking area alone we believe that the increased sales 
activity will result in 15-25 new and good paying jobs in Alaska's 
trucking industry.

Please move this toi 11. Please support this bill. It's a good 
piece of legislation.



C i t y  a n d  B o r o u g h  o f  S i t k a

3 0 4  L A K E  S T R E E T .  S I T K A ,  A L A S K A  - 9 9 8 3 5
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March 2 ,  1994

The Honorable Bart M. Sharp, Chair 
Sonata Transportation Committee 
Juneau, AK 99601-1192 
FAX No. 465-2070

Re: SENATE BILL NO. 327

Soar 3enatar Sharp, ■ ' '

Senate Bill n o .  327 is a vary important i3Sue to the City 
and Borough of Sitka, if it passes we have a commitment from* 
Pacific Northern Oil to refuel cruise shine in Sitka. This wii 
create important jobs for cur community and in the long term 
will give us significant opportunities*as a change port.

we strongly urge your support of thi? legislation.

of Sitka

cc. S e n a t o r  Robin Tay l o r
R e p r e s e n t a t i v e  Ben Grusasndori 
Paul Fuhs - Alaska Dept, cf Commerce 

and E c onomic Development 
Eric Lind - Pacific N o rthern Oil

Sincerely,

ax ^on 
s t r a t o r

C i t y  and Borough



K E N T  D A W S O N  C O M P A N Y

M a r c h  16, 1994

P.O. Bo* 20790 
Juneau, A laska 99802 
Phone: (907)463-2533 
FAX: (907)463-3922

T h e  H o n o r a b l e  A1 V e z e y  
Chair, H o u s e  S t a t e  A f f a i r s  

C o m m i  t tee 
S t a t e  C a p i t o l
J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 1 8 2  

D e a r  Mr. C h a i r m a n :

On b e h a l f  of P r i n c e s s  C r u i s e s  a n d  P r i n c e s s  T o u r s  I h a v e  b e e n  a s k e d  
to c o n v e y  the f o l i o w i n g - - q u o t i n g  f r o m  a F e b r u a r y  28, 1994, l e t t e r  
to Mr. J i m  B u r n s  of P e t r o  M a r i n e ,  a n d  s i g n e d  b y  S t e p h e n  A. N i e l s e n  
of P r i n c e s s  C r u i s e s ,  w h i c h  I h a v e  a t t a c h e d :

" P r i n c e s s  C r u i s e s  o p e r a t e s  6 c r u i s e  v e s s e l s  in the A l a s k a  c r u i s e  
t rade f r o m  J u n e  t h r o u g h  S e p t e m b e r  e a c h  year. F i v e  of these v e s s e l s  
are b a s e d  in V a n c o u v e r  a n d  o n e  in San F r a n c i s c o .  Of the 5 
V a n c o u v e r  b a s e d  v e s s e l s ,  3 o p e r a t e  7 d a y  c r u i s e s  a c r o s s  the G u l f  of 
A l a s k a  b e t w e e n  V a n c o u v e r  a n d  S e w a r d  a n d  2 o p e r a t e  7 d a y  c r u i s e s  
r o u n d  trip t r o m  V a n c o u v e r  t h r o u g h  the i n s i d e  p a s s a g e  of A l a s k a .  
A l a s k a  p o r t s  of call i n c l u d e  K e t c h i k a n ,  J u n e a u ,  S k a g w a y ,  S i t k a  a n d  
Seward.

"We p u r c h a s e  the fuel oil for our s h i p s  b a s e d  u p o n  q u a l i t y  a n d  
p rice. Fuel oil p u r c h a s e d  in V a n c o u v e r  is e s s e n t i a l l y  the s a m e  
q u a l i t y  as that a v a i l a b l e  in San F r a n c i s c o ,  S e a t t l e  a n d  S e w a r d .  
T h e  p r i c e  d i f f e r e n t i a l ,  d u e  to the A l a s k a  s t a t e  m o t o r  fuel tax is, 
h o w e v e r  s i g n i f i c a n t .  T h e  tax of $ 0 . 0 5  p e r  g a l l o n ,  w h i c h  is 
a p p r o x i m a t e l y  e qual to $ 1 3 . 6 5  p e r  ton, m a k e s  it p r o h i b i t i v e  to 
p u r c h a s e  m o r e  that the m i n i m u m  r e q u i r e d  in S e w a r d  to r e t u r n  to 
V a n c o u v e r .  O u r  total r e q u i r e m e n t s  for the 1994 A l a s k a  c r u i s e s  
s e a s o n  w i l l  be a p p r o x i m a t e l y  57 , 8 5 5  tons ( 1 5 , 6 8 0 , 0 0 0  g a l l o n s )  for 
the 6 v e s s e l s .  Of this a m o u n t  we  a n t i c i p a t e  p u r c h a s i n g  
a p p r o x i m a t e l y  9,450 tons ( 2 , 5 6 1 , 0 0 0  g a l l o n s )  in S e w a r d .

"We s t r o n g l y  s u p p o r t  the p r o p o s a l  to r e d u c e  the A l a s k a  s t a t e  m o t o r  
fuel tax to $0.01 per g a i lon. T h i s  w o u l d  m a k e  the co s t  ot fuel oil 
in A l a s k a  c o m p e t i t i v e  w i t h  that in V a n c o u v e r .  T h i s  w o u l d  e n c o u r a g e  
g r e a t e r  p u r c h a s e  of fuel oil in A l a s k a . "

In a d d i t i o n ,  I h a v e  b e e n  a u t h o r i z e d  to say that P r i n c e s s  will

Offices located tit N o rth  F ra n k lin  S irccL
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p u r c h a s e  at least one third (1/3) of o u r  fuel r e q u i r e m e n t s  for the 
s h i p s  c a l l i n g  at S e w a r d  if the p r i c e  a n d  q u a l i t y  are c o m p e t i t i v e  
w i t h  V a n c o u v e r ,  B.C. We can o n l y  say this for the S e w a r d  s h i p s  as 
S e w a r d  is the o n l y  A l a s k a  po r t  w i t h  b u n k e r i n g  f a c i l i t i e s .

At t a c h m e n t



@ H f l k n d  A m e r i c a  L i n e  'Vtescturs Inc.

Mr. Jam es S. BURNS 
Petro Marine Services 
3111 'C* S treet Suite 500 
Anchorage AK, £9503

7c fax : (937} 561 -S=W

Seattle February 16 7994

Dear Mr. S um s

It wa3 a p leasure m eeting  you W ednesd ay  lo r w nat turned out to'be a very 
interesting d is cu ss io n . You Informed m e .that you are currently work ing 
w ith ethers In ih a  M arine Industry to h a ve  leg is la tion in troduced that would 
reduce the current tax cn  marine fue l in  A laska frcm  5 cents p e r ga llcn  to 1 cant.
If succssfu l. th is w ou ld  Immed iate re d u ce  the p rice  fcr Interm ed iate ounker fuel w ith 
approx im ate ly  S  1O .ca per Metric T en  a n d  th is w ou ld  a llow  Seward and other 
A laskan p e n s  to  offer sh ipowners an ad c t io n a l or alternative bunkerchc ica  cn  
the U .S. W est C oas t and  Britsh C o lum b ia .
It Is -Ariff ttir’s  possibility in mind, ttrat / express my spcrecisticrr end support fcr your 
continued efforts in this matter, 'rrhicR in my opinion wiil gready benefit not only 
ttie Marine Industry but increasingly so, ifta people and Via state of Alaska.

Capta in  W illem  A .KCOPM AN  
D irector M arine Operations W SC 
HOLLAND—A M ER ICA  U N E—W E3 TOURS  Inc,

C.C. D .G rausz

:C0 Elliott Avenue Wait • Seattle. W'A 96129 • • 2S1.3S25 • F ix  ZQf) • ZSl-’ilO
L 6 T T £ e s  o f  s u p p o r t



f W / ,

( j r i m  (jru ise J m c

February IS, 1994 
L94057aa

VIA FAX: 907-£dl-d£00

Petro Marine Services 
Attn: James 3. Burns 
Anchorage, Alaska

Dear Mr. Bums:

We operate the MS CROWN DYNASTY whose summer itinerary has her sailing mom 
Vancouver throughout Alaska.

While researching available bunkering ports, we understand the Alaska Marine Tax of 
5ve-csnt3 per gailon is currently in effect. We understand Petro Marine Services is 
leading the way to have the tax reduced from 5 cants to 1 cent; we wouid like ‘.c lend our 
support to this error: and advise that such a reduction wouid oiay a key role in our 
decision to bunker in Alaska rather than reiying solely cn Vancouver as the primary 
bunker station.

Thank vou for including our formal letter of suooort in this reduction efforts dossier.'/ w • *

Sincerely, r\ Q

/ l  / .y o iu T jjL  • ■

Csptaia Jorg Walczak
Director, Marine Ooerations * «

JW:aa

cc: ? .  G ran t, S r. V P  Operations



RECENCY CRUISES

Harch I, 1594

Hr. J a m s s  S. B u m s  
P S T R O  H A R I N E  S E R V I C E S  
3 1 1 1  "C" S t r e e t  
S u i t a  5 0 0
A n c h o r a g e ,  A K  S 9 5 0 3  

B a a r  Hr. B u r n s :

A s  I i n d i c a t e d  d u r i n g - o u r  n e s t i n g  l a s t  mo n t h ,  R e g e n c y  will 
d e p l o y  t w o  v e s s e l 3 i n  A l a s k a  d u r i n g  t h e  s u m m e r  o f  94 and I 
a m  p i e a s e  to t e l l  y o u  w e  w i l l  a d d  a t h i r d  s h i p  i n  1995.

W h i l e  a t  p r e s e n t ,  b u n k e r i n g  t a k e s  p l a c e  in  V a n c o u v e r  e v e r y  
t w o  weeks', w e  a r e  v e r y  m u c h  i n t e r e s t e d  in y o u r  p r o p o s a l  to 
b u n k e r  i n  S e w a r d .

H o w e v e r  w e  m u s t  t e l l  y o u  t h a t  i n  o r d e r  to s t a y  c o m p e t i t i v e  
w i t h  V a n c o u v e r ' s  p r i c e ,  s e r i o u s  c o n s i d e r a t i o n  m u s t  be  
g i v e n  t o  r e d u c e  t h e  c u r r e n t  " m o t o r  fu e l  t a x - to a mo r e  
r e a l i s t i c  f i g u r e .

To  g i v e  y o u  a n  i n d i c a t i o n  o f  a u r  b u n k e r i n g  n e e d s ,  on an 
a v e r a g e  t h e  R e g e n t  S e a  b u n k a r s  450 H / 7  of !?0 130 a n d  150 
H / 7  o f  M D O ,  t h e  R e g e n t  S t a r  450 21/T  o f  1 x 0  100 a n d  130 H / 7  
o f  H D C  e v e r y  t w o  wee] 3.

W e  l o o k  f o r w a r d  t o  d o i n g  b u s i n e s s  w i t h  y o u  h o p e f u l l y  in 
t h e  v e r y  n e a r  f u t u r e .

S in c e r e l y .  
REGENCY CRUISES

A n d r e w  I . H o r t o n  
H a n a g e r  - P o r t  O p e r a t i o n s

AKE/GG

iSflO N.W. XW A w  Sutlw u. Mini. Potkm 1 3 7 7 3  • T*. (2C3) 0 3 X 3 3 3  • TTj iWQ9 • CXS) 3 82 -C fiW



P r in c e s s  C r u is e s
I'/:,'- 

'ianUi Mn- 

.v/v

OS ,UH,\

F e b ru a ry  2 8 ,  1394 
R e f : S A f i / c j t  #1612 r/>7 a v

Mr. J im  B urnt 
P e t r o  M a r in e  
3111 C S u i t e  600 
A n c h o r a g e ,  A la s k a  39503

Dear J im ,

P r i n c e s s  C r u i s e s  o p e r a t e s  6 c r u i s e  v e e s e L e  in  th e  A la s k a  c r u i s e  t r a d e  from  
June t h r o u g h  S ep tem b er  e a c h  y e a r .  F i v e  o f  t h e s e  v e s s e l s  a r e  b a s e d  m  
V a n co u v e r  and c n «  Ln San F r a n c i s c o .  O f t h e  5 V a n c o u v e r  b a a e d  v e s s e l s ,  3 
o p e r a t e  7 d ay  c r u i s e s  a c r o s s  t h e  G u l f  o f  A la s k a  o e tw e e n  V a n c o u v e r  ar.d Sew ard 
and 2 o p e r a t e  7 d ay  c r u i s e s  rou n d  t r i p  fro m  V a n c o u v e r  t h r o u g h  t h e  i n s i d e  
p a s s a g e  o f  A .a s k a .  That San F r a n c i s c o  b a s e d  v e s s e l  o p e r a t e s  10 day  ro u n d  
t r i p  c r u i s e s  t o  th e  i n s i d e  p a s s a g e  o f  A l a s k a .  A la s k a  p o r t s  o '  c a l l  i n c l u d e  
K e t c h ik a n ,  J-.meau, Skagw&y, S i t k a  and S ew a rd .

We p u r c h a s e  t h e  f u e l  o i l  f o r  o u r  s h i p s  b a s e d  u pon  q u a l i t y  and p r i c e .  F u e l  
o r !  p u r c h a s e d  in  V a n c o u v e r  i s  e s s e n t i a l l y  t h e  same q u a l i t y  as t h a t  a v a i l a b l e  
ir. San F r a n c i s c o ,  S e a t t l e  and S ew a rd . The p r i c e  d i f f e r e n t i a l ,  duo t o  t h e  
A la sk a  s t a t e  m o to r  f u e l  t a x  l o ,  h o w e v e r  s i g n i f i c a n t .  The t a x  o f  S0 .C 5  p e r  
g a l l o n ,  w h ic h  i o  a p p r o x i m a t e l y  e q u a l  t o  S L 3 .6S  p e r  t o n ,  makes i t  p r o h i b i t i v e  
t o  p u r c h a s e  m ore  th a n  t h e  minimum r e q u i r e d  i n  Sew ard t o  r e t u r n  t o  V a n c o u v e r .  
Our t o t a l  r e q u i r e m e n t s  f o r  t h e  1994 A la s k a  c r u i s e *  s e a s o n  w u 1 ba 
a p p c  .'mat s l y  5 7 ,8 5 3  t o n s  ( 1 5 , 6 8 0 , 0 0 0  g a l l o n s )  f o r  t h e  6 v e s s e l s .  C f  t h i s  
amount we a n t i c i p a t e  p u r c h a s i n g  a p p r o x i m a t e l y  9 , 4 5 0  t o n s  ( 2 , 5 6 1 . 0 0 0  g a l l o n s )  
in  Sew ard .

'We s t r o n g l y  s u p p o r t  th e  p r o p o s a l  t o  r e d u c e  t h e  A la s k a  s t a t e  m o to r  f u e l  t a x  
t o  $ 0 .03  p e r  g a l l o n .  T h is  w o u ld  make t h e  c o a t  o f  f u e l  o i l  in  A la s k a  
c o m p e t i t i v e  w i t h  t h a t  in  V a n c o u v e r .  T h i s  w o u ld  e n c o u r a g e  g r e a t e r  p u r c h a s e  
o f  f u e l  o i l  ir. A la s k a .

V ary  t r u l y  y o u r s ,

S te p h e n  A. N i e l s e n



t r a n s - p a c i f i c  s h i p p i n g

Liner downsizing ?
.Vo. T h e  2 2 0 - f o o t  Sea Trader s h o w n  in  th is  p h o t o  is  o w n e d  b y  t h e  S e a  

T r a d e r  C o .  a n d  o p e r a t e d  b y  S o n h k i n d  S e rv ic e s  In c .  o f  S e a t t le  t o  c a n y  
c o n t a i n e r s  t o  o u t l y i n g  p o r t s  i n  A la s k a .  77;e?Sea Trader is s h o w n  h e r e  a f t e r  

t h e  a d d i t i o n  o f  9 f o o t  s p o n s o n s  a t  A K -W A  S h ip y a r d  in  T a c o m a .  T o e  
c o n v e r s i o n ,  d e s i g n e d  b y  F i s k e r -A t u le r s o n  -2  W h a le n .  In c . .  i n c i v a s e d  th e  

v e s s e l's  c a p a c i t y  f r o m  2 9  t o  7 5  f o r t y  f o o t  c o n t a in e r s .

L o w  p r i c e s  f u e l  a  
b u s y  b u n k e r  
m a r k e t
B y  F r e d  M c C a g u e

Low prices in che Pacific North­
west have caused a swing in the pat­
tern o f  bunkering. Pnces in Puget 
Sound dipped below S60.00 per ton 
during December, and while they are 
now in the S66 to S68 range, they 
remain among the lowest in the world, 
macched only by the Houston area 
and the Persian Gull', and are about 
ST per con below Los .Angeles prices. 
.Although che location has precluded 
ship diversions to Puget Sound tor 
bunkers only, the lower prices and 
better supply are making Seattle and 
Puget Sound che prime bunkersource 
on the West Coast, and shifting bun­
ker purchases from the Orient to the 
Pacific Northwest.

Shio Shiozaki o f  Pacific Northern 
Oil Corp. says between 1 and 1.2 
million barrels (155.000 - ISS.OOOions) 
o f  bunker fuel is sold ir. Puget Sound 
annuallv. now exceeding sales in Los 
.Angeles  ̂Long Beach and she notes 
•We are doing more confainer lines 
than before." .Abigail Addington. Mar­
keting Manager PNW for BP Marine 
Amenca says BP's sale o f  ics Femdale 
refinery does not affect BP Marine 
ana they 'maintain a strong presence 
in the Northwest market. ' She notes 
bunkers are a volatile markec "chang­
ing with the swing in prices." adding 
cyclical pnce swings can mean buy­
ing in Korea or Singapore one trip 
and Seattle che next. BP and Pacific 
Northern are the two largest suppliers 
in Puget Sound and on the Columbia 
River.

Low Vancouver prices 

have sparked an 

increase in bunker 

sales and prompted 

one new entry...

The Vancouver market is tradition­
ally SS :o S10 per ton higher than 
Puget Sound because the region tra- 
Jitionallv unpons bunker fuel to aug­
ment local production, and -.hore- 
hased installation.-', including pulp 
mills, comoete for the supple In addi­

tion. sales are hampered by a ~ per­
cent provincial bunker tax.

In the past, ships frequently bun­
kered at Port .Angeles en route to 
Vancouver, and Shiosaki said hercom- 
panv bunkered a number o f  Vancou­
ver-destined ships at Port Angeles dur­
ing the recent port strike. Low Van­
couver prices • currentiv in the low 
S“ 0 range pius tax) have sparked an 
increase in bunker sales and prompt­
ed one new entry. Sea Fuels, division 
.> iSeaspan International, last year into 
cne Vancouver scene. Vancouver pnc- 
es are expected to rise again during

th e  sum m e r,  th e  p e a k  s a le s  s e a s o n ,  as 
th e  p o i t  b u n k e r s  th e  e n tire  -O-Tmp 
A laska  c m is e  fleet.

Portland and the Columbia River 
are -.mailer bunker markets and. like 
Vancouver, pnces follow Puget Sound 
levels but are SS to S10 per ton higher 
because all fuel must be barged ai. 
Sales volumes -ire about one quarter 
those o f  Puget Sound. Pacific North­
ern and BP are the only active com 
petitors in this market at the moment 
Currently Portland prices are lower 
than Yokohama, encouraging grain 
ships to purchase locally ■

R u s s i a n  F a r  E a s t  U p d a t e

T h e  o n ly  m o n t h ly  r e p o r t  f o r  p e o p le  s e r i o u s  a b o u t  
b u s in e s s  in  th e  R u s s ia n  F a r  E a s t

Contact us for a sample and 
suoscripiion information 

p.o. 9o.\ ::i:s 
Seattle. WA-Mi::
Tel. 006) JJT-IioS 
Fix (206> 62S-OQ-0

Your business guide to . .. 
Privatization Shipping
Joint Ventures Forestry
Communications Fishing
Banking Mining

Sid II t » . •»« :»• \s-i" >i«
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S I 9. Propose a s ta tu to ry  o r re gu la to ry  change to m ake m a rk e tin g  o f  heavy fuels 
(heavy b un ke r o il)  m ore  econom ically com pe titive  by e lim in a tin g  o r reducing  the 
taxes. S ta tu to ry  re ference AS 43.40.1 - M a y  be possible to do by
regu la tioo .

D u e  to  t h e  e x c e s s i v e  t c x  o n  h e a v y  f u e l s  i f  u s e d  i n s t a t e  ( S 2 . J 0 ) ,  h e a v y  f u e l s  h a v e  

n o  i n s t a t e  s c l e s / u s e a g e .  I n  1 9 7 0 - 7 2 , h e a v y  b u n k e r  f u e l  w a s  s o l d ,  t o  a  s m a l l  m a r k e t ,  f o r  

u s e  instate, b y  s u c h  f i r m s  a s  S e c i a n d .  I n  1 9 7 2 ,  t h e  p r e s e n t  t c x  w a s  p i e c e d  o n  this fu el . 

A l l  s a l e s  t h e n  c e a s e d ,  a n d  h a v e  r e m a i n e d  n o n - e x i s t e n t  s i n c e  t h a t  d a t e .  C u r r e n t l y ,  t h e r e  is 

t h e  vo te r. r. al f o r  a  m a r k e t  o f  t h e s e  f u e l s  i n  A l a s k a ,  if t h e  p r i c e  o f  t h e  f u e l  c a n  b e  

c o m D e t e t i v e  w i t h  p r i c e s  in  C a n a d a  ( c u r r e n t  f u e l  s o u r c e j .  T n e  initial p o t e n t i a l  is f o r  

a n n u a l  s c i e s  o f  S T ,  0 0 0 , 0 0 0 ,  a n d  e m p l o y m e n t  f o r  7 - 1 0  A . l a s k a n s .  R e f i n e r i e s  in st at e d a  

o r  e d u c e  t h e  h e a v y  b u n k e r  fiuel, a n d  t h e n  it s e l l  a s  a n  e x p o r t e d  p r o d u c t .

M IN IN G

S I 10. Change the v a lid  tim efram e o f  an E x p lo ra tio n  and R e c la m a tion  pe rm it from  
one ye a r to five  years (D N R ). 11 A A C  97.300

C u r r e n t l y  p e r m i t s  a r e  o n l y  g o o d  f o r  o n e  y e a r ,  a n d  r e q u i r e  c o n s i d e r a b l e  e f f o r t  a n d  

e x o e n s e  in o r e o a r c d o n .  E x v i o r c t i o n  a n d  r e c l a m a t i o n  t h e m s e l v e s  a r e  li ke ly to s p a n  

" e v e r a l  y e a r s .  R e a u i r i n g  f i r m s  to f i l e  a n e w  e a c h  y e a r  is a n  u n n e c e s s a r y  a d d i t i o n a l  

e x o e n s e  o a t h  f o r  t h e  b u s i n e s s  e n t e r p r i s e  a n d  t h e  St at e, w h i c h  d o e s  n o t  c o n t r i b u t e  to e i t h e r  

t h e  a p p l i c a n t  o r  A D N R .

I f  A D  N R  is s e e k i n g  u n d a t e d  i n f o r m a t i o n  o n  c h a n g e s ,  t h e n  a l t e r  t h e  r e g u l a t i o n s  

t o  r e q u i r e  n o t i f i c a t i o n  o f  a n y  c h a n g e s  w h e n  a i d  i f  c h a n g e s  o c c u r  f r o m  t h o s e  i n  th e 

o r i g i n a l  a p p r o v e d  p e r m i t .

S I 11. A d d  a ph rase  to IS A A C  30.020 so th a t i t  reads: "T o x ic  and O ther 
D ele terious O rg a n ic  and Ino rg a n ic  Substances -Substances sh a ll n o t exceed A laska 
D r in k in g  W a te r S tan a a ru s  (IS  A A C  SO) o r E P A  Q u a lity  C r ite r ia  fo r W a ter as 
app licab le  to substances a n d  us e, ie.. i f  t h e  w a t e r  is n o t  u s e d  a s  a  p u b l i c  w a t e r  s v s t e m .  

1 8  A A C  8 0 . 0 2 0  S o u r c e  P r o t e c t i o n  is n o t  t h e  a p p l i c a b l e  u s e .  "

T h i s  is r e c o m m e n d e d  i n  o r d e r  t o  g e t  a w a y  f r o m  e f f e c t i v e  t r e a t e d  w a t e r  a t  th e 

s o u r c e .  A s  a  r e s u l t ,  " r a w  w a t e r "  o r i o r  to t r e a t m e n t  w o u i d  n o t  h a v e  t o  m e e t  t h e  s a m e  

s t a n d a r d s  a s  w a t e r  i a k e n  a n d  t r e a t e d  f a r  p u b l i c  c o n s u m p t i o n .



SECTIONAL ANALYSIS

CS for HOUSE BILL 453(FIN)

"An Act amending the motor fuel tax to establish a different tax levy 
on residual fuel oil used in and on watercraft; and providing for an

effective date.

Section 1 (a)

Section 1 (b)

Amends AS 43.40.010 by decreasing the motor fuel tax rate 
on residual fuel oil from five cents to one cent per gallon. 
The decreased tax rate applies only to the cruise ship 
industry. However, the decreased tax rate will not apply 
until the state has received $205,000 (last year's revenue) 
in revenue from the five cent a gallon rate. Also, 
provides a sunset clause for June 30, 1998.

The departm ent will r jim burse the persons who pay the 
five cent a gallon rate tfter the $205,000 threshold has been 
obtained.

Section 1 (c) 

Section 1 (d)

Grants the Department of Revenue the authority to adopt 
regulations

Provides definitions for "passenger watercraft" and 
"residual fuel oil."

Section 2 

Section 3

Clarifies the applicability of this chapter. 

Provides for an immediate effective date.



SPONSOR STATEMENT

CS for HOUSE BILL 453(FIN) 

"An Act amending the motor fuel tax to establish a different tax levy 
on residual fuel oil used in and on watercraft; and providing for an 

effective date."

H o u s e  Bill 4 5 3  is simple, straight f o r w a r d  legislation. H B  4 5 3  will a t t e m p t  to 

create a n  e q u a l  p l a yi ng  field b e t w e e n  Alaska's residual fuel oil indus try  a n d  

their cou nt er pa rts  in the L o w e r  4 8  a n d  C a n a d a .

R e s i d u a l  fuel- oil is the residue f r o m  c r u d e  oil after the light oils, ga. line, 

n a p t h a ,  kerosine, a n d  mid-distillates are extracted in the refining process.

T h e  o n l y  applications for residual fuel oil in A l a s k a  are asphalt, cruise ship  

fuel a n d  reinjection into the pipeline. T h e  cruise ship i ndu s t r y  is the p r i m e  

potential m a r k e t  for this fuel oil.

T h i s  p r o d u c t  is subject to the State's m o t o r  fuel tax. T h e  tax rate for residual 

fuel oil is five ce \ts p er  gallon.

A s  a result of this product's current rate of t a x a d o n ,  A l a s k a’s residual fuel oil 

is a u t o m a d c a l l y  n o n - c a m p e t i t i v e  w i t h  the s a m e  p r o d u c t  available elsewhere. 

T h o u g h  m a n y  s hips cruise A l a s k a  wa t e r s  d u r i n g  the s u m m e r  tourist season, 

m i n i m a l  quantities of this fuel oil are p u r c h a s e d  in A l a s k a  d u e  to o u r  

c o m p a r a t i v e l y  h i g h  tax. C o n s e q u e n t l y  the state receives m i n i m a l  r e v e n u e  

f r o m  the tax.

H o u s e  Bill 4 5 3  will r e d u c e  the tax rate levied o n  the sale of residual fuel oil, 

w h i c h  will stimulate sales of residual fuel oil a n d  benefit Alaska's e c o n o m y ,  

w h i l e  s i m u l t a n e o u s l y  g u a r a n t e e i n g  consistent r e v e n u e s  to the state treasury. 

T h i s  legislation will increase job opportunities in the trucking a n d  fuel 

industries, thus b e n e f i t i n g  the A l a s k a  e c o n o m y .

Th i s  bill is a p r i m e  e c o n o m i c  d e v e l o p m e n t  initiative.

it creates a m a r k e t  for a n  A l a s k a n  p r o d u c t  

has  great r e v e n u e  potential for the State 

creates jobs a n d  infrastructure

r e d u c e s  e n v i r o n m e n t a l  risk - r e d u c e s  u n w a n t e d  e m i s s i o n s  

I u r g e  y o u r  favorable consideration of this legislation.
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T r i s  is an a c c n c m i c  csvsicptaer.: prcposajL wnf.cn c c u _ a  r a s m :  
the f c i i c w i n c  b e n e f i t s  cc che S t a t s  of A l a s k a :

C r e a t i o n  cc a p e r c x i m a c  a 1 y  e l e v e n  f u l l - t i m e  jo b s  in 
S e w a r d  {eight: s e a s o n a l  d r i v e r s  M a y  t h r o u g h  S e p t e m b e r ,  
two d o c k  w a t c h  o p e r a t o r s ,  a n d  cr.e o p e r a t i o n s  
s u p e r v i s o r ) ,  p l u s  c h r s e  j o b s  i n  Kenai,

3 .

I n c r e a s e d  c o m m e r c i a l  t r u c k i n g  a c t i v i t y  at <50,000 m e t r i c  
t c n a  c r  a p p r o x i m a t e l y  1 7 , 0 0 0 , 0 0 0  g a l l o n s  e q u a l  12 tc 20 
l e a d s  d a i l y  f r c m  May 15 u n t i l  S e p t e m b e r  13,

C a p i t a l  i n v e s t m e n t  t o t a l l i n g  31 , 2  m i l l i o n  at Seward,
3 3 0 , 0 0 0  at K e n a i , p l u s  S 8 0 0 , Q G 0  W e a v e r  B r o t h e r s  ta n k  
t r u c k  and trailers,

D e v e l o p m e n t  cf an i n - s t a t e  m a r k e t  for T e s o r o  r e s i d u a l  
b u n k e r  fuel fr o m  the K e n a i  r e f i n e r y .  T h i s  w i l l  i m p r o v e  
the e c c n c m c c s  e v e r  T e s o r o ' s c u r r e n t  J a p a n e s e  e x p e r t  
sales, a n d  w i l l  assist c o n s u m e r s  b y  s t a b i l i s i n g  T e s c r c  
r e f i n e d  p r o d u c t s '  cost, (This r e s u l c s  f r c m  T e s o r o  
b e i n g  able to m a r k e t  r e s i d u a l  o i l  d o m e s t i c a l l y  in p l a c e  
cf  e x p o r t i n g  tc f o r e i g n  customer's a n  . 
s i g n i f i c a n t l y  le s s  t h a n  c r u d e  c o s t ) ,

P r o v i d e  the i n c e n t i v e  f c r  t h e  c r u i s e  i n d u s t r y  to fuel 
in A l a s k a  as o p p o s e d  to f o r e i g n  ports, p r i m a r i l y  
V a n c c u v e r , 3 . C .

Z. B A C K G R O U N D

C r u i s e  ships v i s i t i n g  A l a s k a  u t i l i z e  a v e r y  l o w  g r a d e  cf fuel oil
tor p r c p u u s i c n .  This fu e l  is r e f e r r e d  to as " b u n k e r  r u e u ," w m c n  
c a n  be h a n d l e d  m o s t  e f f i c i e n t l y  in the A l a s k a n  c l i m a t e  d u r i n g  the 
s u m m e r  m o n t h s ,

Currently, the K a u a i  T e s o r o  r e f i n e r y  e x p o r t s  its r e s i d u a l  b u n k e r
L« , T h e r e  is current-'/ n o  m -fteu o v e r s e a s  to m a r k e t s  in­

state m a r k e t  c r  u s a  for b u n k e r  fuels.

The cruise i n d u s t r y  has h i s t o r i c a l l y  m e t  its d e m a n d s  for b u n k e r  
fuel b y  p u r c h a s i n g  in V a n c o u v e r ,  B.C., a n d  S e a t t l e .  T h e i r  p r i c e s  
=--- e s t a b l i s h e d  o f f  S e a t t l e  c o s t i n g s  r e g a r d l e s s  o f  w h e r e  they 
za.ca p h v s i c a l  d e l i v e r y .

" --h the i n c r e a s e  in c r u i s e  t r a f f i c  to S o u t h e a s t  a n d  S o u t h  
C e n tral Alaska, P e t r o  m a r i n e  " a r v i c s s  h a s  undertaker, a d e t e r m i n e d  
---crt to d e v e l o p  a m a r k e t  in A l a s k a  w i t h  t h e  c r u i s e  i n d u s t r y  
- - t - i c i n c  the T a s c r o  b u n k e r  fuel, w h i c h  o t h e r w i s e  w o u l d  be 
s n i p p e d  o v e r s e a s .

y — errcrt r.as r e s u _ t a c  m  s e r i o u s  n e g o t i a t i o n s  witr. P r i n c e s s  
-“tisa l i n e s  a n d  o t h e r  c a r r i e r s .

PETRO  M AR INE  SERV ICES
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P r i n c e s s  c r  e t h e r  c r u i s e  l i ras a c r a e  tc c u r c h a s a  era b u n k e r
in c a c i t s i  c e v e l c e m e n t  a n cfusi ir Alaska, this w c u l d  r a s u l t  

c o n s t r u c t i o n  i n v e s t m e n t  a m o u n t i n g  tc a b o u t  S2 .1 m i l l i o n .  (Ir 
Seward, it w c u l d  m e a n  S I . 2 m i l l i o n  a r d  t h r e e  jcbs. Ir K a r a s , ir 
w c u l d  m e a n  S S 0 0 , 0 G G  ir c a c i z a l  i m c r c v e m e n c s .

T i e  p r o d u c t  w c u l d  be i c e d a d  c n  
c r a n s c c r t a d  re Seward.

:anker t r u c k s  in K e n a i  a r d

Tha v c i u m e  f o r  ail v e s s e l s  c a l l i n g  ir S e w a r d  is ir e x c e s s  cf 
£ 0 , 0 0 0  m e t r i c  rcr.s o r  a p p r o x i m a t e l y  '17, G O O , GGO g a l l o n s  a n n u a l l y .  
Th i s  v o l u m e  is e x p e c t e d  to i n c r e a s e  i n  f u t u r e  y e a r s  a r d  
is r e w a r d  l a r g a r  v e s s e l s  c a r r y i n g  m e r e  p e o p l e .

the trar.c.

? R C E L i . M

T he c u r r a n t  A l a s k a  s t a t e  m e t e r  fuel rax cf S O .O S / g a l l o n  is a 
s i g n i f i c a n t  i m p e d i m e n t  to g a i n i n g  the full p c t a n t i a i  of r e s i d u a l  
fusi o i l  v c i u m e  a v a i l a b l e  at S e w a r d .

We feel that t h e  b u l k  cf the t o u r  b e a t  fuel b u s i n e s s  c a l l i n g  i r  
S e w a r d  c o u l d  be s e r v e d  f r o m  a n  A l a s k a n  s c u r c e  if we c a r  g e t  c u r  
p r i c i n g  w i t h i n  a c o m p e t i t i v e  r a n g e  v e r s u s  V a n c o u v e r ,  B.C.

C u r r e n t  h i s t o r y  is s h e w  in E x h i b i t  1. As y o u  c a n  see, c n  
average, S e w a r d  is S O . OSST/’g a i l c n  c u t  cf li n e  w i t h  the V a n c o u v e r  
ait e r r a c e .  Fi v e  c e n t s  p e r  g a l l c n  c f  ch a t  d i f f e r e n c e  is the 
A l a s k a  S t a t e  tax. D i s c u s s i o n s  w i t h  p c t a n t i a i  b u y e r s  h a v e  
i n d i c a t e d  that if we c a n  g e t  c l o s e  tc the V a n c o u v e r  p r i c i n g ,  we 
will get the fu e l  b u s i n e s s .  E x h i b i t  2 g r a p h s  t h a  f l u c t u a t i o n s  in

" "n  ■Y'c.-n

.-.ei let 
as the

of tha t a x  c o u l d  b r i n g  ir m e r e  th a n  five t i m e s  the v o l u m e  
S e w a r d  p r i c e  is m a c e  c c m c e t i t i v e  w i t h  V a n c o u v e r ,

ha v a s t l y  i n c r e a s e d  v c i u m e  w i l l  m e a n  e c o n o m i c s  c f  s c a l e  in

p r c c u c c  cost 
f r e i g h t
a m o r t i s a t i o n  of i n v e s t m e n t

This m e a n s  the s u c o l i e r  car. l o c k  at s h a r i n c  t h o s e  e c o n o m i e s  w i t h
the c u s t o m e r  a n d  c e t  v e r v  c l o s e  tc V a n c o u v e r  e c o n o m i e s We

.ih s u n e r i c r  --
(See a t t a c h e d  E x h i b i t s  1, 2 a n d  2

a n c  o r c c u c z

P5TR0 M AR IN E  SERVICES
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S u n k e r  f u e l s  a r e  k n c w n  ir. the r e f i n i n g  i n d u s t r y  as r e s i d u a l  fuel 
c i l . T h e y  are, -use as the r.ams i m p l i e s , che r e s i d u e  c f  che 
r e f i n i n g  p r o c e s s "! W h e n  ail cf c u e  d e s i r a b l e  a h c  p r o f i t a b l e  
fuels, i.e., gasciir.es, ;ac fuel, d i e s e l ,  a n d  h e a r i n g  c i l  have 
beer, r e m c v e d ,  " c h a n  is w h a t  is l a i c .

/■*** « ■“ 1 < «•«« v- w-ti — vC r u d e  o i l s  v a r y  in c h e m i c a l  m a k e - u p  a n d  che y i e l d  a n d  
r e s i d u a l  f u e l  m a y  d i f f e r  g r e a c i y  frcm. c n e  cc ar.eeh e r . W e  h a v e  ar. 
e x c e l l e n t  e x a m p l e  r i g h c  hare cn A l a s k a ;

C c c k  I n l e t  crude, cf w h i c h  “h e r e  i d  v e r y  l i m i c a d  supply, 
w i l l  y i e l d  a p p r o x i m a t e l y  2 3 . 5 V  r e s i d u a l  f u e l  c i l  w i t h  a 
s u l p h u r  c o n c e n t  cf C.2V. Ic is a v e r y  d e s i r a b l e  c r u d e  fcr 
this r e a s o n ,  hue chars is s i m p l y  n.cc e n o u g h  a v a i l a b l e  
supply.

N c r c h  S l o p e  crude, w h i c h  is s c i i i  a v a i l a b l e  in g r a a c  
a b u n d a n c e , w i l l  y i e l d  43V r e s i d u a l  fuel c i l  w i c h  a s u l p h u r  
c c n c a n c  c f  2.5V. u n f o r t u n a t e l y ,  cc h a v e  a l m c s c  h a l f  cf 
e v e r y  b a r r e l  y o u  r e f i n e  ends up  as a l e w  q u a l i t y  f u e l  fcr 
w h i c h  t h e r e  t r a d i t i o n a l l y  has b e e n  no l o c a l  mark e t ,  is a 
t r e m e n d o u s  e c c a c n i c  -detriment f c r  -any c o m p a n y  tc bear. 
C e r t a i n l y  T e s c r c ' s  e a r n i n g s  h a v e  r e f l e c t e d  t h e s e  e c o n o m i c  
r e a l i t i e s  s i n c e  the m i d  1 3 3 0 ' s  w h e n  it s w i t c h e d  to A l a s k a  
N o r t h  S l o p e  c r u d e  as its p r i m a r y  f e e d  stock.

The q u e s t i o n  m i g h t  be asked: W h y  is t h e r e  n c  l o c a l  m a r k e t  fcr
this p r o d u c t ?  It is b e c a u s e  the f u e l  is n o r m a l l y  u s e d  in large 
s c a l e  a p p l i c a t i o n s  w h i c h  c a n  a f f o r d  to i n v e s t  in  t h e  e c u i c m e n t  tc 
h a n d l e  th i s  v i s c o u s  a n d  " d i f f i c u l t  tc b u rn" m a t e r i a l .  P u m p i n g  
a n d  h a n d l i n g  c f  h u n k e r  fuel w i l l  r e q u i r e  the m a i n t e n a n c e  cf  t a n k  
and p i p e l i n e  t e m p e r a t u r e s  cf at l e a s t  120 d e g r e e s  ? ,  A t o m i z a t i o n  
fcr p r o p e r  c o m b u s t i o n  w i l l  r e q u i r e  a p p r o x i m a t e l y  200 d e g r e e s  ?,

T y p i c a l l y , t h e  f u e l  is u s e d  in u t i l i t i e s  fcr t h e  p r o d u c t i o n  cf 
s t e a m  tc t u r n  t u r b i n e s  ar.d p r o d u c e  e l e c t r i c i t v .  O t h e r  l a m e  
a p p l i c a t i o n s  a r e  p a p e r  mills, s t e e l  mills, ar.d c h e m i c a l  p l a n t s .
We h a v e  l i t t l e  m a n u f a c t u r i n g  ca s e  ir. the s t a t e  a n d  me  sc cf t hese 
that dc e x i s t  a r e  wei^ s e r v e d  b y  c o n v e n i e n t  n a t u r a l  gas s u c p i i e s .

PETRO  MAR INE  SERV1CS5
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T H I S  P A C S Z T  I S  I N F O R M A T I O N  T H A T  S U P P O R T S  

H C U S S  B I L L  4 1 3  
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T H E  3 S W A R D  P R O G R A M :  I N  T H E  S P R I N G  O F  1 = 3 3  P E T R #  M A R I N S  I N V E S T E D  

3 3 0 3 , 5 0 0  I N  A  P U M P I N G / I N L I N E  B L E N D  S Y S T E M  T O  S E L L  S H I P S  B U N K E R S  

I N  S E W A R D . P E T R O  M A R I N E  E S T A B L I S H E D  T H I S  F I R S T  C F  I T S  K I N D  

F A C I L I T Y  I N  A L A S K A  A F T E R  P R I N C E S S  C R U I S E  S I G N E D  A  T H R E E  Y E A R  

C O N T R A C T  T O  B U Y  A  S P E C I F I E D  M I N I M U M  V O L U M E . P R I N C E S S  N E E D E D  

B U N K E R S  F O R  V E S S E L  S T A B I L I T Y  A N D  P E T R C  M A R I N E  N E E D E D  A  M I N I M U M !  

Q U A N T I T Y  F O R  I T S  R E T U R N  C N  I N V E S T M E N T . C U R I N G  T H E  1 = 3 3  S U M M E R  

S E A S O N  P E T R C  M A R - N E  S O L D -  4 , 1 0 5 ,  £ 7 5  C - A L L C N S  C F  B U N K E R S  A N D  P A I D  

5 2 0 = , 3 4 3 , S O  M A R I N E  T A X  .

T E E  1 2  3 4  S E A S O N :  T H E  F O U R  M A J O R  C R U I S E  L I N E S  H A V E  T H E  F O L L O W I N G  

R E Q U I R E M N E T  E A C H  S U M M E R  

A N D  H O L L A N D  F L E E T  GO' T O

CRUISE L I N E

PORT OF SSWARD MARKET

P R I N C E S S  C R U I S E  

H O L L A N D  A M E R I C A  

•CROWN 

R E G E N C Y

S E W A R D  P O T E N T I A L  V O L U M E :

B Y  T H E  A E C V E  F O U R  L I N E S .  I F  T H E  M O T O R  F U E L  T A X  W A S  R E D U C E D  F R O M  

5 C E N T  P E R  G A L L O N  T O  1 . 5  C E N T  P E R  G A L L O N , P E T R C  M A R I N E  

R E A L I S T I C A L L Y  E X P E C T S  T O  S E L L  I N  E X C E S S  C ?  1 2 , 0 0 0 ,  C O G  G A L L O N S  O F  

S H I P S  B U N K E R  I N  S E W A R D  D U R I N G  A  S U M M E R  C R U I S E  S E A S O N .  ( N O T E :  T H E  

R E D U C E D  T A X  W O U L D  O N L Y  B E  C N  T H E  R E S I D U A L  P O R T I O N  ( 3 2 % ) C F  T H E  

E U N K s R  F U E L  .AID T H E  F U L L  5 C E N T S  P E R  G A L L O N  C N  T H E  D I E S E L .  

C O M B I N E D  T A X  R A T E  W O U L D  B E  1 . 7 3  C E N T S  PER. G A L L O N )

C R U I S E  L I N E  I F C  3 3 0  G A L L O N S

T O N S

r.'.-:iCica C R U I S E  3 7 , 2 0 0  1 0 , 3 3 7 , 2 0 0  vC O N T R A C T  M A X 1 M U M ;

:CLLA2i4-' A M E R I C A  ' 4 , 0 3 =  1 , 1 2 2 , 0 0 0  ( O N E  S K I P  I N  S E W A R D )

2 , 7 0 0  7 4 0 , 0 0 0  ( O N E  S H I P )

4 , 0 = 0  1 , 1 1 0 , 0 0 0  ( T W O  S H I P S )

4 5 , 5 4 =  1 2 , 3 2 3 , 2 0 0

S~ ~r~^ -  . «r*uTLI N E  W O U L D  P A Y  A P P R O X I M A . T E L Y  5 2 3 7 , 0 0 0 . 0 0  M A R I N E  T A X  D O  

C F  A L A S K A  I N  1 3 3 4 .  ( 3 2 1 , 5 3 7 . 2 0  O V E R  1 3 9 3 )

S E A S O N .  { A B O U T  O N E  H A L F  C F  T H E  P R I N C E S S  

G L A C I E R  B A Y  A N D  T H E N  R E T U R N  S O U T H )

S U M M E R  B U N K E R  C O N S U M P T I O N

' C N S G A L L O N S

2 , 3 = 5 1 5 , 5 = 0 , C C C L E T T E R )

S ,  0 0 0 I S , 0 7 0 , o c a ( P E R M E E T I N G !

5, G 2  0 1 , 5 8 0 , 0 0 0 ( P E R M E E T I N G )

9, 7 2 0 2 , 5 5 0 , 0 0 0 ( P E R L E T T E R )

5,  5 0 5 2 5 , 1 1 0 , O G G

PSTRO MARINE SERVICES
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SEW A R D  T O T A L  V O L U M E :  W H E N  T H E  S E W A R D  
As A  C O M P E T I T I V E  PRICE, Y O U  C A N  B U I L D  
BE .ABLE T O  A T T R A C T  .ADDITIONAL '/GLUME F 
O T H E R S  ( IN O T H E R  W O R D S  B U N K E R  F O R  
C R U I S E  I N D U S T R Y  S E E S  S E W A R D  .AS THE! 
M A R I N E  A L S O  H A S  A N  O P P O R T U N I T Y  TO  SEL 
THE F U L L  5 C E N T  P E R  G A L L O N  T A X ’( C U R R  
T HE F U L L  P O T E N T I A L  O P  T H E  S E W A R D  SAI 
B E L O W :

B U N K E R  P R I C E  IS E S T A B L I S H E D  
A  C A S E  T H A T  P E T R C  M A R I N E  M A Y  
R C M  T H E  F O U R  M A J O R  L I N E S  A N D  
T H E  R O U N D  TRIP) . O N C E  T H E  
R  B U N K E R  PORT, T H E N  P E T R C  
u S T R A I G H T  M A R I N E  D I E S E L  A T  
E N T L Y  P U R C H A S E D  IN C A N A D A )  . 
L I N G S  (34) IS IN T H E  T A B L E

C R U I S E  L I N E IFC 220 
T O N S

M A R I N
d i e s e :

P R I N C E S S  C R U I S E 37 , 3 0 0 N O N E

H O L L A N D  A M E R I C A 13 ,320 1 , 2 5 0
C R O W N 5, 400 530
R E G E N C Y 3,100 1, 520
CT.ld..-. 7, COG 

7 4 , SGC

2 , 520 

7, 020

G A L L O N S

1 0 ,  2 5 7 ,. 2 0 0 ( C O N T R A C T  
M A X I M U M )

4 . 3 7 5 . 0 0 0  (TWO SHIPS)
1 . 3 7 2 . 0 0 0  (ONE SHI?)
2 . 7 1 7 . 0 0 0  (TWO SHIPS)
3 , Q 0 C ,000 (THREE SHIPS)

2 2 , 3 2 2 , 2 0 0

PETRO M A R I N E  W O U L D  P A Y  A ? P R C X I M A T L Z Y  $ 4 7 2 , 3 0 0  M A R I N E  T A X  T O  T H E  
STATE O F  A L A S K A .  ( $ 2 5 7 , 2 5 2 . 2 0  O V E R  1-393}

UP D A T E  T O  M A Y  13 93 " P R O P O S A L  T C  D E V E L O P  A N  A L A S K A N  M A R K E T  F O R  
B U N K E R  F U E L " :

- T E S C R O  I N V E S T E D  5 7 5 , 0 0  0 IN A  T R U C K  R A C K  L O A D I N G  S Y S T E M  F O R
N O 6 F U E L  O I L

- P E T R C  M A R I N E  I N V E S T E D  SECS, 500 C N  A  N E W  P U M P I N G / I N L I N E
B L E N D I N G  S Y S T E M  T O  T H E  A L A S K A  R A I L R O A D  DOCK.

- P E T R C  M A R I N E  E M P L O Y B E D  2 D O C K  W A T C H  O P E R A T O R S .
- W E A V E R  B R O T H E R S  T R U C K I N G  P U R C H A S E D  T W O  T R U C K S  A N D  E M P L C Y E E D

4 D R I V E R S
- T O T A L  S A L E S  F O R  1333 W A S  4 , 1 0 3 , 3 7 3  G A L L O N S ,  355 T R U C K  L O A D S
- T H E  A V E R A G E  P R I C E  I I F F E H E N C E  B E T W E E N  S E W A R D  A N D  V A N C O U V E R

F O R  S H I P  B U N K E R S  IN 1333 W A S  5.02 C E N T S  P E R  G A L L O N

I? P E T R C  M A R I N E  S E T S  A  1394 S A L E S  O B J E C T I V E  OF 12 , 0 0 0 , 0 0 0  G A L L O N S  :

P E T R O  M A R I N E  W I L L  H I R E  4 D O C K  W A T C H  O P E R A T O R S  A N D  A  
O P E R A T I O N S  S U P E R V I S O R  

T E S C R O  W I L L  U P G R A D E  T H E  T R U C K  L O A D I N G  R A T E  A T  THE 
R E F I N E R Y  R A C K

W E A V E R  W I L L  B U Y  5 A D D I T I O N A L  T R U C K S  A N D  E M P L O Y E E  10 
D R I V E R SA D D I T I O N A L  D R I V E R S

P FTaO  M A R IN E  SERVICES
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B U N K E R  OIL: FUEL FCR T A N K E R , C A R G O  O R  C R U I S E  S H I P S  D E R I V E D  F R O M  
T H E  B L E N D  C F  R E S I D U A L  F U E L  O I L  A N D  D I S T I L L A T E  C I LS. T H E  R E S U L T I N G  
3L E N D  IS D E S C R I B E D  B Y  ITS V I S C O S I T Y .  C N  B O A R D  A  S H I ? , T H E  B L E N D  
M U S T  BE P E E - H E A T E D  A T  T H E  B U R N E R  T O  R E D U C E  T H E  V I S C O S I T Y  F U R T H E R  
F C R  P R O P E R  A T O M I Z A T I O N .

R E S I D U A L  F U E L  OIL: G E N E R A L L Y  A  B L A C K ,  THICK, V I S C O U S , S E M I F L U I D  
M A T E R I A L .  IT IS T H E  R E S I D U E  F R O M  C R U D E  O I L  A F T E R  T H E  L I G H T  CILS, 
G A S O L I N E , N A P H T H A , K Z R C SIN5, A N D  M I D -  D I S T I L L A T E S  A R E  E X T R A C T E D  
IN T H E  R E F I N I N G  PROCESS. IT IS A L S O  C A L L E D  R E D U C E D  C R U D E  A N D  N C 9  
F U E L  OIL. R E S I D U A L  F U E L  O I L  IS L I M I T E D  T O  H E A V Y  C O M M E R C I A L  A N D  
I N D U S T R I A L  U S E  W H E R E  S U F F I C I E N T  H E A T  IS A V A I L A B L E  T O  F L U I D  I Z E  F C R  
P U M P I N G  A N D  C O M B U S T I O N .

V I S C O S I T Y :  T H E  V I S C O U S  C O N D I T I O N  C F  R E S I D U A L  F U E L  O I L  IS B R O K E N  
D O W N  B Y  U S I N G  M I D - D I S T I L L A T E S  ( N C 2  D I E S E L  ) C R  O T H E R  V I S C O S I T Y  
B R E A K E R S .  T H E  B L E N D  IS M E A S U R E D  B Y  A  S P E C I F I C  S T A N D A R D  T H A T  T H E  
R E F I N I N G  A N D  S H I P P I N G  I N D U S T R Y  H A S  F O U N D  T O  B E  T H E  O P T I M U M  F C R  
E F F I C I E N T  C O M B U S T I O N  A N D  O P E R A T I O N .  T H E  C O M M O N  M A R I N E  B L E N D S  A R E  
I N T E R M E D I A T E  F U E L  O I L  (IRC) 130 AfrD T F O  I-30 . T 5 2  'TTCMSERE A S F I F .  T O  
T H E  S E C O N D S  IT T A K E S  T H E  B L E N D  TO P A S S  THRCUC-H A  M E A S U R I N G  D E V I S E  .

A L A S K A :  T S S C R C  IS T H E  O N L Y  A L A S K A  R E F I N E R  T H A T  M U S T  M A R K E T
R E S I D U A L  F U E L  O I L  S I N C E  A L L  O T H E R S  R E - I N J E C T  R E S I D U E  B A C K  I N T O  T H E  
P L  YE S K A  P I P E L I N E .  T H E  O N L Y  A P P L I C A T I O N S  FOR R E S I D U A L  F U E L  O I L  IN- 
A L A S K A  A R E  A S P H A L T  A N D  S H I P S  B U N K E R S . O U T S I D E  A L A S K A  IT C A N  B E  
U S E D  F C R  R E F I N E R Y  F E E D  S T O C K  ( C O K I N G )  B O I L E R  F E E D  F C R  E L E C T R I C  
G E N E R A T I O N  A N D  I N D U S T R I A L  H E A T I N G .

7A X  C N  B U N K E R  F U E L : T H E  S A L E  O F  T H I S  T Y P E  OF  M A R I N E  F U E L  C A N  E A S L Y  
BE E F F E C T E D  B Y  T A X A T I O N .  T H E  S T A T E  O F  C A L I F  O N  I A  W A S  A  M A J O R  
S U P P L I E R  O F  S H I P S  B U N K E R S  U N T I L  T H E  S T A T E  I M P O S E D  A  3. 2 3 A T A X . T H E  
S T A T E  H A S  G O N E  F R O M  3 r d  IN T H E  W O R L D  T O  22nd. B E C A U S E  O F  T H E  
C U R R E N T  .ALASKA T A X  C F  5 C E N T S  P E R  G A L L O N ,  T H I S  F U E L  IS O N L Y  S 
IN A L A S K A  U N D E R  U N I Q U E  S I T U A T I O N S .  S E E  T H E  A T T A C H E D  A R T I C L E S

S E A S O N S  F O R  B U Y I N G  B U N K E R S  IN A L A S K A :

- V E S S E L  C H A R T E R E D  B Y  A N  A L A S K A  C O M P A N Y
- V E S S E L  R E Q U I R E S  B U N K E R  F O R  R E T U R N  V O Y A G E  ( 3 T A 3 I L I T Y  )
- A N  E M E R G E N C Y
- E R R O R  AT D E P A R T U R E  P O R T

WHAT I S  S H I P S  B U N K E R S ?

3<77fUIC'Jm .Mrryonr*-

PETRO MAfllHE SEHVtCSS ___
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E X A M P L E  O F  T A X  P O L I C Y  C N  S H I P S  B U N K E R  SALES

W E S T C O A S T :  R E S I D U A L  F U E L  C i L  A N D  A N Y  3 L E N U E D  V A R I E T Y  SCLD A S  S H I P S  
3 U N K E R S  IS N C T  S U B J E C T  TO A N Y  E X C I S E  T A X  O U T S I D E  CF  ALASKA.. 
C A L I F O R N I A  I M P O S E D  A  S A L E S  T A X  C N  S H I P S  H U N K E R S  A N D  T H E  M A R K E T  
" D R I E D  UP" . T H E  S T O R Y  IS A N  O U T S T A N D I N G  E X A M P L E  C F  H O W  T A X I N G  
P O L I C Y  C A N  I M P A C T  A  M A R K E T .

S O U R C E :  C I L  P R I C E  I N F O R M A T I C N  S E R V I C E  (OPIS)
4 9 2 - 0 7 - 2 3  1 4 : 4 5 : 0 7  E D T
* *’M A R I N E  F U E L  H U 5 I N E S S  ' D R Y I N G  UP' IN CALIFORNIA.: JCC R E P O R T S  

T o d a y ' 3 J o u r n a l  of C o m m e r c e ,  in. a l a a d  a r ticle, says c h a t  Che 
m a r i n e  f u e l  b u s i n e s s  in C a l i f o r n i a  is d r y i n g  up.

In l a s s  c h a n  a year, s ales of m a r i n e  fuel in  California, h a v e  
s u n k  f r o m  4 million, b b l s  m c n c h l y  cc i m i l l i o n  bbls. The r e a s o n  for 
the d e c l i n e :  the s t a c s  sales f a x  c n  [ b u n k e r ] - f u e l  p u r c h a s e s .

T h e  3 . 2 5  p c c  c a x  w e n  a cr.cc effect; lasc J u l y  as a m e c h a n i s m  Co 
h e l p  che s c a t s  r a i s e  m o n e y  to c l o s e  a b u d g e c  d e f i c i t .  I r s c a a d , the 
c a x  h a s  driver, b u s i n e s s  a w a y  f r o m  C a l i f o r n i a  a n d  is ccscir.g che 
s c a c e  m e r e  c h a n  S3 m i l l i o n  in l o s e  p a y r o l l  c a x e s  a n d  o c h e r  fees, 
a c c o r d i n g  cc a s t u d y  c o m m i s s i o n e d  b y  che P a c i f i c  M e r c h a n t  S h i p p i n g  
A s s o c i a t i o n .

L c s  A n g e l a s  o n c e  r a n k e d  w i t h  R o t t e r d a m  ar.d S i n g a p o r e  as o n e  of 
che w o r l d ' s  b i g g e s t  m a r i n e  f u e l  cores, r e p o r t s  che JCC. It 
wciuLdr.'i m a k e  che c o n  20 todav.

*t

at a c o m p e t i t i v e  
11 che c c v e m c r  r a i d

5 9 2 - 0 9 - 2 3  1 4  : 4 2:57 E D T
’̂ C A L I F O R N I A  R E P E A L S  [BUNKER] F U E L  T A X

C a l i f c r r _ a  G o v . Pete W i l s o n  a p p r o v e d  che r e p e a l  of a m a r i n e  
f u e l  s a l e s  c a x  ch a t  n e a r l y  d e v a s t a t e d  S o u t h e r n  C a l i f o r n i a ' s  
[bunker] m a r k e t  b y  d r i v i n g  a w a y  b u s i n e s s ,  the J o u r n a l  of C o m m e r c e  
r e p o r t 3 in t o d a y ' s  issue.

T h e  c a x  " p l a c e d  C a l i f o r n i a  b u s i n e s s e s  
d i s a d v a n t a g e  w i t h  b u s i n e s s e s  in e t h e r  st a t e s  
ir. a s t a t e m e n t  a n n o u n c i n g  the repe a l .

T h e  r e p e a l  w i l l  ca k e  e f f e c t  J a n u a r y  1, 1 S S 3 . T h e  3 . 2 5 t a x  cn  
[bunker] f u e l  w a s  i m p o s e d  a l i t t l e  m e r e  c h a n  a y e a r  age, as p a r t  
cf a n  e f f o r t  cc r a i s e  m o n e y  to c l o s e  a h u g e  s c a c e  b u d g e c  d e f i c i t .

T h i s  p a r t i c u l a r  c a x  e n d e d  u p  c o s t i n g  C a l i f o r n i a  [bunker] fuel 
b u s i n e s s ,  as s h i p s  b u n k e r e d  m  a r e a s  w i t h  r.c caxes. Lcs A n g e l e s  
s u n k  f r o m  b e i n g  o n e  cf che c o p  t h r e e  [bunker] m a r k e t s  in che 
c c u n t r v  to n o t  ever, beir.r ir. t h e  coo 3 C the J o u r n a l  cf C o m m e r c e

T H E  CALIFORNIA. 5.2 5% D R O V E  B U S I N E S S  AWAY. W I T H  T H E  A L A S K A  R A T E  C.- 
'-3%, H U N K E R  S A L E S  I N - S T A T E  A R E  S P E C I A L  C I R C U M S T A N C E S  O N L Y . (I . I
W E A T H E R  E M E R G E N C I E S ,  H A L I A S T  N E E D S , I N - H O U S E  R E Q U I R E M E N T )  T H E R E  
33 N O  " M A R K E T "  P R E S E N T L Y  H U T  T H E R E  C O U L D  HE IF T H E  A L A S K A  M A R I N E

C N  H E A V Y  S H I P S  H U N K E R S  W E R E  R E D U C E  TO 1 C E N T  PER G A L L O N .  IN
3CCC "CASE" FCR T A X  R E V E N U E  G O I N G  UP IF - A a

PETRO M A R IN E  SERV IC E :

Pc.Tsievm .vyjritannc fs Mcr.n* lnsl-.fr/
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R E S I D U A L  F U E L  S P E C I F I C A T I O N S :  T H E  D E F I N I T I O N  IN H O U S E  B I L L  453 A N D  
S E N A T E  B I L L  3 27 I N T E N D S  TO R E F E R  T C  A N Y  S H I P S  B U N K E R  T H A T  IS A 
B L E N D  U S I N G  R E S I D U A L  FU E L  OIL. U N F O R T U N A T E L Y  L I K E  A  CASTLE, O N E  
M A N S  B U N K E R  O i l  IS N O T  THE S A M E  AS A N O T H E R .  T H E R E  A R E  M O R E  T H A N  
O N E  S E T  O F  S T A N D A R D S  FOP. E N G I N E  OILS:

- I N T E R N A T I O N A L  C O U N C I L  C N  C O M B U S T I O N  E N G I N E S  ( C l M A C  )
- B R I T I S H  S T A N D A R D S  I N S T I T U T E  ( SSI )
- I N T E R N A T I O N A L  S T A N D A R D S  O R G A N I Z A T I O N  ( I S O  )

O N E  O F  M A N Y  S T A N D A R D S  G E N E R A L L Y  U S E D  T O  G R A D E  F U E L S  IS ITS 
V I S C O S I T Y .  O N E  0 ?  T H E  I N D U S T R Y  G R A D I N G  S T A N D A R D S  IS K I N E M A T I C  
V I S C O S I T Y  M E A S U R E D  IN W H A T  IS C A L L E D  C E N T  I S T O K E S  (CST) . T H I S  IS 
A  M E A S U R E  O F  T H E  N U M B E R  0 ?  S E C O N D S  IT T A K E S  F C R  A  F U E L  T C  P A S S  
T H R O U G H  A  S T A N D A R D  D E V I S E  U N D E R  C O N T R O L L E D  TEMR2RArJ7.ES.

T H E  T Y 7 E  C F  F U E L S  T H A T  W O U L D  BE C O V E R E D  B Y  T H I S  N E W  L E V Y  A R E  F U E L S  
T H A T  A R E  T H E  R E S U L T  C F  B L E N D I N G  R E S I D U A L  F U E L  O I L  W I T H  A  D I E S E L  
C R  O T H E R  V I S C O S I T Y  372.A K E R . THE' R E S U L T I N G  F U E L  W I L L  A L W A Y S  HAVE 
A  V I S C O S I T Y  G R E A T E R  T H A N  N0 1  O R  NC2 D I E S E L .  T H E  F O L L O W I N G  AR.E T H E  
G E N E R A L L Y  A C C E P T E D  I N T E R N A T I O N A L  S T A N D A R D S  F O R  T H E  F U E L S  W E  A R E  
T A L K I N G  A B O U T .

P R O D U C T

K I N E M A T I C  
V IS IN C S T  
M I N  M A X

N 02 D I E S E L  ( C A L L E D  
M A R I N E  G A S  C I L  I N  
T H E  M A R I N E  FIELD)
N C I  D I E S E L

M A R I N E  F U E L S  G R A D E  DM5
D M C
S K A - I Q  
R M L - 5 3

G A S  T U R B I N E  F U E L  C I L S  3 -GT
4 - G T

1.3- 4 . 1  S O L D  IN A L A S K A  A S  H E A T I N G  
FUEL, M A R I N S  D I E S E L

1.3 2.4 S O L D  IN A L A S K A  A S  H E A T I N G
F U E L

2.5 11 C A L L E D  M A R I N S  G A S C I L  IN
14 M A R I N E  F I E L D

5 . 0  1 0

55

F U E L O I L S G R A D E  NC. 4 5.5 24 S O M E T I M E S  C A • .--■
i-L-i

F U E L C I L S G R A D E  N C . 5 53 152
F U E L C I L S G R A D E  NC. 6 32 - C A L L E D  N C c , R E S I  D U A L  F U E L

T V Um • • W S H I P S B U N K E R S  T H A T  P E T R O M A R I N E  S E L L S  IN S E W A R D A R E  S O L D  C N
V I S C O S I T Y R A T I N G .  T H E  T A B L E  B Z L C W  SHOWS T H E  A M O U N T  Cl“ N02 D I E S E L
B L E N D E D  W I T H  R E S I D U A L  F U E L  O I L  T C  A C H I E V E  R E Q U E S T E D  V I S C O S I T Y ,  

R E Q U E S T E D  S H I ?  B U N K E R  V C ?  D I E S E L
I O C C S T 23

1 5 0 C S T 15

3 8 0 C S T 3

4 2 0 C S T 7

3 0 0 C S T

P5TRC MARINE SIRVICE5
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H o u s e  B i l l  No. <53 
S t a t e m e n t  of L e g i s l a t i v e  I n t e n t  

M a r c h  8, 1994

H.3. 453 l o v e r s  t h e  tax r a t e  on m a r i n e  b u n k e r  f u e l  f r o m  $ 0 . 0 5  to $ 0 , 0 1 5  
:er g a l l o n  in ar. e f f o r t  to e s t a b l i s h  a n e w  A l a s k a  m a r k e t .  O v e r  9 3 . 5 %  of  bunk- 
fuel p r o d u c e d  i n  A l a s k a  is e x p o r t e d  to J a p a n  cr the W e s t  C o a s t  f r o m  T e s o r o ' s  
;-;sr.ai r e f i n e r y .  T h e  $ 0 . 0 5  p e r  g a l l o n  t a x  p r e v e n t s  A l a s k a  f r o m  s e r v i c i n g  t h e  
cruise s h i p  b u s i n e s s ,  as b u n k e r  fuel is a v a i l a b l e  at e t h e r  l o c a t i o n s  a t  love 
crices

?ctal 3 u n k e r  Salas: I m p a c t  on B i l l ’s F i n a n c i a l  N e u t r a l i t y

A c r i t i c a l  f a c t o r  e v a l u a t e d  has b e e n  w h e t h e r  c r  n o t  t h e r e  w i l l  be 
s u f f i c i e n t  s a l e s  v o l u m e  i n c r e a s e s  to o f f s e t  t h e  l o v e r  t a x  rate. T h e r e  w e r e  
12 m i l l i o n  g a l l o n s  of t a x a b l e  b u n k e r  fu e l  s o l d  c u r i n g  1993 in A l a s k a .  -lesor 
a ccounted f o r  2 / 2 1s t h i s  amount, u s i n g  the p r o d u c t  a s  b u n k e r  fu e l  f o r  its 
cankers, a n d  f o r  s a l e s  to o t h e r  t r a n s p o r t  tankers. A l a s k a ' s  1993 s a l e s  
g e n e r a t e d  a p p r o x i m a t e l y  $ 5 0 0 , 0 0 0  in m a r i n e  b u n k e r  f u e l  taxes. A  r e d u c t i o n  t. 
$0 . 0 1  w o u l d  h a v e  r e d u c e d  the t a x  i n c o m e  b y  $ 4 3 0 , 0 0 0  w h i c h  t r a n s l a t e s  i n t o  a 
need f o r  50 M i l l i o n  m o r e  g a l l o n s  cf p r o d u c t  s a l e s  to r e t a i n  r e v e n u e  
neutrality. (Note: T h e  t o t a l  i n - s t a t e  b u n k e r  fuel s a l e s  in 1393 r e p r e s e n t
or.ly 1 . 4 7 %  cf t h e  t o t a l  p r o d u c e d  i n - s t a t e .  L ^ u r c e :  T e s o r o  A l a s k a  P e t r o l e u m  
C o m p a n y ) .

O p p o r t u n i t y  f o r  N e w  M a r k e t  D e v e l o p m e n t

P e t r c  M a r i n e  S e r v i c e s  has p r o j e c t e d  an e x p a n d e d  b u n k e r  f u e l  m a r k e t  fr o m  
; tha c r u i s e  s h i p  i n d u s t r y  if the c u r r e n t  t a x  is l o w e r e d  to $ 0 , 0 1 5 .  T h e  
expected v o l u m e s  a r e  s u f f i c i e n t  to o f f s e t  t h e  l o w e r  t a x  r a t e  p r o v i d e d  b y  t h i s  
bill m a k i n g  it r e v e n u e  n e u t r a l  as it r e l a t e s  to t h e  t o u r i s t  s h i p  b u s i n e s s .

Sale cf B u n k e r  to T a n k e r  Ships

D u r i n g  t h e  5 y e a r s  (139-1993) years, the a v e r a g e  u s a g e  w a s  5.3 M M  g a l l o n s  
ranging fr o m  as l i t t l e  as 1 M M  g a l l o n s  (1990) to 7 . 1  M M  g a l l o n s  (1991). 
rased o n  t h e  f i v e  y e a r  a v erage, t h e  l e v e r  tax r a t e  c f  $ 0 , 0 1 5  w o u l d  r e q u i r e  ar. 
a d d i t i o n a l  15 M i l l i o n  o r  m o r e  g a l l o n s  of b u n k e r  s a l e s  p e r  y e a r  t o  r e m a i n
revenue n e u t r a l .  T e s c r o  de e s  n o t  e x p e c t  to e x p e r i e n c e  s u c h  an i n c r e a s e ,  ev e n
:: che t a x  r a t a  is r e d u c e d .  T h i s  w o u l d  b e  e q u i v a l e n t  to a p p r o x i m a t e l y  
'-115 , 000 in l o s t  t a x e s  f r o m  b u n k e r i n g  t a n k e r s  n o t  in  the c r u i s e  s h i p  c a t e g o r y .  
This d e e s  n e t  t a k a  i n t o  a c c o u n t  the e c o n o m i c  b e n e f i t  f r o m  t h e  12 n e w  s e a s o n a l  
fees c r e a t e d ;  s a l e s  a n d  p r o p e r t y  taxes; a m a j o r  i n v e s t m e n t  in f a c i l i t i e s  at 
Sevara; a n d  i n c r e a s e d  f r e i g h t  t r a n s p o r t a t i o n  b u s i n e s s  in the r e g i o n .  I t  is
-re I e a r  w h e t h e r  t h e s e  b e n e f i t s  w i l l  o f f s e t  t h e  less in r e v e n u e  f r o m  a
“edu c t i o n  in t a x  r a t e s  to  t h e  t a n k e r  b u n k e r i n g  m a r k e t .

*
Legislative I n t e n t

If K3  453 is e n a c t e d  w i t h  a tax r e d u c t i o n  a p p l i c a b l e  o n l y  to c r u i s e  
s"lps, a b i l l  sur.set is expected. It is the i n t e n t  of the l e g i s l a t u r e  to 
E x a m i n e  t h i s  i s s u e  p r i o r  to c h e  l a w's sur.set t o  d e t e r m i n e  if t h e  s a l e s  
"'glumes h a v e  m e t  t h e s e  p r o j e c t e d ,  and to e v a l u a t e  t h e  e x t e n s i o n  of t h e  l e v e r  
*=X ra t e  to t h e  r e m a i n i n g  b u n k e r  fuel c u s t o m e r s ,  s u b j e c t  to idencificacior. cf 

s e t t i n g  t a x  r e v e n u e ,  a n d  or e t h e r  t a n g i b l e  b e n e f i t s ,  g e n e r a t e d  b y  the 
•gfai b u n k e r  f u e l  s a l e s  to t o u r  ships, t a nkers, a n d  o t h e r  users.



GREATER SOLDOTNA CHAMBER CF COMMERCE 
RESOLUTION NO. 94-3

A RESOLUTION SUPPORTING THE ADOPTON OF SENATE BILL NO. 327 
-AN ACT AMENDING THE MOTOR FUEL TAX TO ESTABLISH A DIFFERENT TAX 

LEVY ON RESIDUAL FUEL OIL USED IN AND ON WATERCRAFTS; AND 
PROVIDING FOR AN EFFECTIVE DATE.'

WHEREAS, in 1970-72 heavy bunker fuel was sold, to a small market, for 
use instate; and

WHEREAS, in 1972, the present tax was placed on this fuel and all sales 
then ceased, and have remained non-existent since that date; and

WHEREAS, due to the excessive tax on heavy fuels if used instate, heavy 
fules have no instate sales/useage; and

WHEREAS, there is currently the potential for a market of these fuels in 
Alaska, if the price of the fuel can be competitive with prices in Canada; 
and

WHEREAS, Cruiselines have indicated a w illingness to purchase B un k jr 
fuel in Alaska if the marine fuel tax rate is lowered; and

WHEREAS, the purchase of Bunker fuel by Cruise lines would have a 
positive econom ic impact to the State of Alaska and the Kenai Peninsula 
Borough,

NOW THEREFORE BE IT RESOLVED THAT THE GREATER SOLDOTNA CHAMBER 
CF COMMERCE urges the Alaska Legislature to adopt Senate Bill No. 327.

ADOPTED this 3th day of March, 1994 at Scldotna, Alaska.

Kurt Eriksson, Vice President
ATTEST;

.... ^ , - u u v e  D irec to r



DRAFT - RESOLUTION 94-01

A RESOLUTION OF THE GREATER KEN AI CHAMBER OF COMMERCE 
DARD OF DIRECTORS URGING PASSAGE OF HB453/SB327 RELATING TO

BUNKER FUEL TAX

WHEREAS, there is a substantial demand for bunker fuel by the numerous cruise ships 
that call on .Alaska ports and,
WHEREAS, the operators cf these cruise ships purchase bunker fuel a: the port where 
they purchase at the most favorable price and,
WHEREAS, the State of Alaska Marine Fuels Tax of S.05 per gallon prevents .Alaska fuel 
suppliers from being competitive in the bunker fuel market with*ports on the U.S. West 
Coast and British Columbia and,

WHEREAS, this proposed legislation is not expected to reduce State revenues, but rather, 
appears likely to generate increased revenues to me Slate due to expected increase in 
volume of bunker fuel sales at .Alaska pens and,
WHEREAS, these increased sales of bunker fuel could potentially create as many as 
:we!ve(12) new seasonal jobs; generate a significant increase in business for the 
transportation support industries; generate additional local sales and property taxes; and 
further support the rapidly expanding tourism business on the Kenai Peninsula and.
WHEREAS, at this time, tourism is the fastest growing industry in the State of Alaska.

J NOW, THEREFORE, BE IT RESOLVED BY THE GREATER KENAI 
JHA.MBER OF COMMERCE BOARD OF DIRECTORS THAT WE 
RESPECTFULLY URGE PASSAGE OF HB453/SB327 BY THE ALASKA STATE 
flEGISL.ATURE,

La s s e d  b y  t h e  g r e a t e r  k e n a i  c h a m b e r  o f  c o m m e r c e  b c . a r d  o f  d i r e c t o r s  
S k is___________ d a y  o f  ,199c.

1
i
i
(alerie Edmundson, Pmsidenc 
Cenai Chamber of Commerce 
Icard er Directors

ATTEST:
Laura R. Measles 
Executive Director



16-34 WED 11:35

Sponsored by: It-ne?

C m ' OF SEWARD ALASKA 
RESOLUTION NO. £44130

A RESOLUTION OF THE C m  COUNCIL OF THE CITY 
OF SEWARD. ALASKA.. SUPPORTING SB 327, ESTABLISHING 

A DIFFERENT TAX LEVY ON RESIDUAL FUEL OIL 
USED IN AND ON WATERCRAFT

W H E R E A S ,  residual fuel oil currently p r o d u c e d  b y  T e s o r o  Alaska n o rt h or k e n a i  

i? H-ld a.- a n  export prod uc t d u e  to the evces.-ive tax o n  h e a v y  fuels a n d

W H E R E A S ,  there is the potential to: 2 m a r k e t  of these fuels in A l a s k a  if the price 

of the fuel c a n  be  competitive w i t h  prices In C a n a d a ;  a n d

W H E R E A S ,  ninety cruise ships wili visit the Port of S e w a r d  d u r i n g  the s u m m e r  

or JLlV4; a n d

W H E R E A S ,  these cruise ships are currently p u r c h a s i n g  their fuel oil in C a n a d a  

a n d  h a v e  indicated a desire to p u r c h a s e  fuel in Alaska; a n d

W H E R E A S ,  the initial potential is tor a n n u a l  sales of $7,000,000 a n d  e m p l o y m e n t  

for s e v e n  to ten Alaskans;

N O W ,  T H E R E F O R E ,  B E  IT R E S O L V E D  B Y  T H E  CITY' C O U N C I L  O F  T H E  C I T Y  

O F  S E W A R D ,  A L A S K A ,  that:

Section 1 . T h e  S e w a r d  City- C ou nc il  sronglv urges the p a ss ag e of S B  327, thereby 

r e d u c i n g  the tax o n  residual fuel oil u s e d  inand o n  watercraft of all descriptions to o n e  

cent per gallon.

Section 2. C o p i e s  of this resolutor.-ha0 be  ^enr to G o v  ernor W a i t e r  J. H i c k G .  

Se n at or  S u x a n n e  Little a n d  Representative oary Davis.

Section 3. This resolution shall take:ffect i m m e d i a t e l y  u p o n  its adoption.

P A S S E D  A N D  A P P R O V E D  b y  the Cry Council of the city of S e w a r d ,  Alaska, this 

14th d a y  of M a r c h ,  1994.

T H E  C I T Y  O F  S E W A R D ,  A L A S K A

/■ArlAcW w  V —
Dave W. Crane, Mavor



A L A S K A  T R U C K IN G  A S S O C IA T IO N , IN C .
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M a r c h  9 ,  1 9 9 4

ALASKA TRUCKING ASSOCIATION POSITION PAPER

TO: Representative Gary Davis
and

Members of the Legislature

FROM: Frank J, Dillon, Executive Director Alaska Trucking
Association, Inc,

R E ;  S U t P C R T  0 ?  H . 3 .  4 5 3  A N D  S . 3 .  3 2 7

Or. behalf cf the 30C-member companies of Alaska Trucking
Association, Inc. I ask vcur support for the passage of House Bill 
453 and corresponding Senate Bill 327.

K.3. 453 entitled "An Act Amending Hotor Fuel Tax To Establish A 
Different Levee on the Residual Fuel Oil Used In and On Water Craft 
and Providing For An Effective Date." What thi3 bill basically 
dees is reduce the tax on heavy bunker fuel from 5-cents a gallon 
to 1-cent a gallon.

The reason this legislation is needed is to bring the bunker fuel 
price down ao that we-can compete in selling fuel to cruise ships 
which visit Alaska ports. Currently, virtually all the fuel burned 
in Alaska’s waters is purchased in British Columbia. Refiners, who 
as part of the refining process are left with the heavy bunker fuel 
currently have little or no market in Alaska for that fuel.

ATA taels that this is exactly the scrt of business risk and
economic endeavor the state of Alaska should be involved ir.. We 
recognize there are risk3 involved in the worse case scenario the 
state could lose revenue if fuel sales do not increase tc offset
the reduction in the tax rats. We believe this is a legitimate and
reasonable business risk for the state of Alaska to take in order 
to expand Alaska's job base and economic activity.

In the trucking area alone we believe that the increased sales 
activity will result in 15-25 new and good paying jobs in Alaska’s 
trucking industry.

Please move this bill. Please support this bill. It’s a good 
piece of legislation.

L_ £  V I £> O v -  S L lP P C fc T



C i t y  a n d  B o r o u g h  o f  S i t k a

304  L A K E  S T S E = T , S I T K A ,  A L A S K A . 9 9 8 3 5

March 9, 1994

Tho H o n o r a b l e  Sort M. Sharp, Chair 
Sonata T r a n s p o r t a t i o n  C o m m i t t e e  
Juneau, AX 99001-1192 
FAX No. 465-2070

Re: SENATE 3ILL NO. 327

De a r  S e n a t o r  Sharp, ■' *

Senate 3111 No. 327 is a vary impor t a n t  issue to tha Ci t y  
and Borough or Sitka. If it passes we have a c o m m i t m e n t  from* 
Pacific N o r t h e r n  Oil to refuel cruise shins in Sitka. This wii 
create i m p o r t a n t  jobs for cur c o m m u n i t y  and in the long term 
will give us s i gnificant opportunities ~as a change port.

we s t r o n g l y  urge your support of thi.3 legislation.

of Sitka

cc. S e n a t o r  Robin Taylor
R e p r e s e n t a t i v e  Ben Grussendorf 
Paul Fuha - Alaska Dept, cf Commerce 

and Economic Development 
Eric Lind - Pacific N o r t h e r n  Oil

Sincerely,

r a t o r  
C i t y  and Borough



K E N T  D A W S O N  C O M P A N Y

M a r c h  16, 1994

P.O. Qox 20790 

Juneau, Alaska 99802 
Phone: (907) 463-2533 
FAX: (907)463-3922

T h e  H o n o r a b l e  A1 V e z e y  
Cha i r ,  H o u s e  S t a t e  A f f a i r s  

C o m m i  t tee 
S t a t e  C a p i t o l
J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 1 8 2  

D e a r  Mr. C h a i r m a n :

O n  b e h a l f  of P r i n c e s s  C r u i s e s  a n d  P r i n c e s s  T o u r s  I h a v e  b e e n  a s k e d  
to c o n v e y  the f o l l o w i n g - - q u o t i n g  f r o m  a F e b r u a r y  28, 1994, l e t t e r  
to Mr. J i m  B u r n s  of P e t r o  M a r i n e ,  a n d  s i g n e d  by S t e p h e n  A. N i e l s e n  
of P r i n c e s s  C r u i s e s ,  w h i c h  I h a v e  a t t a c h e d :

" P r i n c e s s  C r u i s e s  o p e r a t e s  6 c r u i s e  v e s s e l s  in the A l a s k a  c r u i s e  
t r a d e  f r o m  J u n e  t h r o u g h  S e p t e m b e r  e a c h  year. F i v e  of t hese v e s s e l s  
are b a s e d  in V a n c o u v e r  a n d  o n e  in San F r a n c i s c o .  Of the 5 
V a n c o u v e r  b a s e d  v e s s e l s ,  3 o p e r a t e  7 d a y  c r u i s e s  a c r o s s  the G u l f  of 
A l a s k a  b e t w e e n  V a n c o u v e r  and S e w a r d  a n d  2 o p e r a t e  7 d a y  c r u i s e s  
r o u n d  tr i p  f r o m  V a n c o u v e r  t h r o u g h  the i n s i d e  p a s s a g e  of A l a s k a .  
A l a s k a  p o r t s  of call i n c l u d e  K e t c h i k a n ,  J u n e a u ,  S k a g w a y ,  S i t k a  and 
S e w a r d .

"We p u r c h a s e  the fuel oil for o u r  s h i p s  b a s e d  u p o n  q u a l i t y  a n d  
price. Fuel oil p u r c h a s e d  in V a n c o u v e r  is e s s e n t i a l l y  the same 
q u a l i t y  as that a v a i l a b l e  in San F r a n c i s c o ,  S e a t t l e  a n d  S e w ard. 
Th e  p r i c e  d i f f e r e n t i a l ,  d u e  to the A l a s k a  s t a t e  m o t o r  fuel tax is, 
h o w e v e r  s i g n i f i c a n t .  T h e  tax of $ 0 . 0 5  p e r  g a l l o n ,  w h i c h  is 
a p p r o x i m a t e l y  e q ual to $ 1 3 . 6 5  p e r  ton, m a k e s  it p r o h i b i t i v e  to 
p u r c h a s e  m o r e  that the m i n i m u m  r e q u i r e d  in S e w a r d  to r e t u r n  to 
V a n c o u v e r .  O u r  total r e q u i r e m e n t s  for the 1994 A l a s k a  c r u i s e s  
s e a s o n  w i l l  be  a p p r o x i m a t e l y  5 7 , 8 5 5  tons ( 1 5 , 6 8 0 , 0 0 0  g a l l o n s )  for 
the 6 v e s s e l s .  Of this a m o u n t  w e  a n t i c i p a t e  p u r c h a s i n g  
a p p r o x i m a t e l y  9,450 tons ( 2 , 5 6 1 , 0 0 0  g a l l o n s )  in S e w a r d .

"We s t r o n g l y  s u p p o r t  the p r o p o s a l  to r e d u c e  the A l a s k a  s t a t e  m o t o r  
fuel tax to $ 0 . 0 1  p e r  g a l l o n .  T h i s  w o u l d  m a k e  the c o s t  of fuel oil 
in A l a s k a  c o m p e t i t i v e  w i t h  that in V a n c o u v e r .  T h i s  w o u l d  e n c o u r a g e  
g r e a t e r  p u r c h a s e  of fuel oil in A l a s k a . "

In a d d i t i o n ,  I h a v e  b e e n  a u t h o r i z e d  to say that P r i n c e s s  will

Offices located nr t i l l  N o rth  F ra n k lin  S tre e t
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p u r c h a s e  at least one t hird (1/3) of o u r  fuel r e q u i r e m e n t s  for the 
s h i p s  c a l l i n g  at S e w a r d  if the p r i c e  a n d  q u a l i t y  are c o m p e t i t i v e  
w i t h  V a n c o u v e r ,  B.C. W e  can o n l y  say this for the S e w a r d  s h i p s  as 
S e w a r d  is the o n l y  A l a s k a  po r t  w i t h  b u n k e r i n g  f a c i l i t i e s .

A tta c h m en t



H f l l a n d  A m e r i c a  L i n e  ■ Vfescmrs Inc.

Mr. James S.BURNS T c  fax : (537) 561 -6530
Petrs Marine Services 
3111 'Cm Street Suite 500 
Anchorage AK. S95Q3

Seattle February 16 1994
Dear Mr. 8um 3

It was a p leasure m eeting vcu W ednesday fo r w ha t turned out to 'be  a very 
in teresting d iscuss ion . You Inform ed m e.tha t you are currently w ork ing  
w ith others In the  M arine Industry to have leg is la tion in troduced  tha t would 
reduce the cu rre n t fax cn marine fuel in A laska frcm  5 cents p e r gallcn fa 1 cant.
If succesfu l. th is  w ou ld  Immediate reduce  the price for Interm ediate Bunker fuel w ith 
approx im a te ly  S 10.00 per Metric Ton and  this w ou ld  allow  Seward and other 
A laskan porta  tc  offer sh ipowners an adctfcna ! o r alternative bunkerchc ics cn 
the U.S, W est C oas t and Sritsh C o lum bia .It Is wtu? this possibility in mind, mat/ express my sppredsdcn and suppcrt for your continued efforts in this matter, 'Much in my opinion wiif greatly benefit not only the Marine Industry but increasingly so, the people and the state of Alaska.

Director M arine Operations W SC 
HOLLAND—A M ER ICA  U N E- W ES T CU R S  Inc.

c .c . D .G rausz

:C0 SIIIok Avenue Wa« • Sards. WA 98119 • COS * ZSi.oSSS • r i x  • 031-7110
l e t t e r  o f  s u p p o r t
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V I A  F A X :  907-£dl-<6£00

Petro Marine Services 
Attn: James 3. 3urr.s 
Anchorage, .Alaska

Dear Mr. Sums:

We operate the MS CROWN DYNASTY whose summer itinerary has her sailing from 
Vancouver throughout Alaska.

While researching avaiiacie bunkering pons, we understand the Alaska Marine Tax o: 
nve-csnts per gailon is currently in effect. We understand Petro Marine Services is 
leading the way to have the tax reduced from 5 cents to 1 cent; we wouid like tc lend our 
supper: to this effort and advise that such a reducrion wouid piay a key role in our 
decision to bunker in .Alaska rather than reiving solely cn Vancouver as the primary 
bunker station.

Thank vou for including our formai letter of suooorc in this reducrion efforts dossier.'

Sincerely, Q .

/ L  A h u fia Z *
U  JCaptaia Jorg Walczak 

Director, Marine Operations

JW:aa

cc : ? .  G ran t, S r. V P  Operations



REGENCY CRUISES

H a r c h  1 ,  139 4

Hr. J a m e s  S. B u n s  
P 3 T E 0  H A R Z N S  S 2 R V T C S S  
3 1 1 1  -C" Street:
S u i t a  500
A n c h o r a g e , A K  S 9 5 0 3 

D e a r  Hr, S u m s :

A s  I i n d i c a t e d  d u r i n g  o u r  m e e t i n g  l a s t  m o n t h ,  R e c e n c y  will 
d e p l o y  t w o  v e s s e l s  i n  A l a s k a  d u r i n g  t i e  s u m m e r  o f  94 and I 
a m  p l e a s e  to  t e l l  y o u  w e  w i l l  a d d  a t h i r d  s h i p  i n  1995.

W h i l e  a t  p r e s e n t ,  b u n k e r i n g  t a k e s  p l a c e  i n  V a n c o u v e r  e v ery 
t w o  w e e k s ,  w e  a r e  v e r y  m u c h  i n t e r e s t e d  i n  y o u r  p r o p o s a l  to 
b u n k e r  i n  S e w a r d .

H o w e v e r  w e  m u s t  t e l l  y o u  t h a t  i n  o r d e r  t o  s t a y  c o m p e t i t i v e  
w i t h  V a n c o u v e r ' s  p r i e s ,  s e r i o u s  c o n s i d e r a t i o n  m u s t  be 
g i v e n  to. r e d u c e  t h e  c u r r e n t  '•motor fu e l  t a x ’* to a more 
r e a l i s t i c  f i g u r e .

T o  g i v e  y o u  a n  i n d i c a t i o n  of o u r  b u n k e r i n g  n e e d s , o n  an 
a v e r a g e  t h e  R e g e n t  S e a  b u n k a r s  4 5 0  M / T  o f  I ? 0  ISO a n d  15C 
H / T  o f  H D Q ,  t h e  R e g e n t  S t a r  450 H / T  o f  I T O  100 a n d  130 H / T  
o f  H D C  e v e r y  t w o  w e e k s .

W e  l e a k  f o r w a r d  t o  d o i n g  b u s i n e s s  w i t h  y o u  h o p e f u l l y  in 
t h e  v e r y  n a a r  f u t u r e .

S i n c e r e l y .
R 2 G Z N C T  C R U I S S S

A n d r e w  R. H o r t o n  
H a n a a e r  - P o r t  O p e r a t i o n s

A3H/GG

3£30 H.W. xxn Strm*. Scum u,  .yfer i  fiem li 13177 • T«. PCS) 2)3*2333 ■ Tftr JflMOJ • TtbMx: PCS) SflZ-CSX



P r i n c e s s  C r u is e s

F e b ru a ry  2 8 ,  1394 
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'fair MX

Mr. Jln> Burns 
P e t r o  M a r in e  
3111 c  S u i t e  600 
A n c h o r a g e ,  A la s k a  99503

Dear J im ,

P r i n c e s s  C r u i s e s  o p e r a t e s  6 c r u m a  v a s s a l s  i n  th a  A la ak a  c r u i s a  t r a d e  from  
June t h r o u g h  -Septem ber e a c h  y e a r .  F iv e  o f  t h e s e  v e s s e l s  a r e  b a ce d  in  
V a n c o u v e r  and c r u  in San F r a n c i s c o .  Of t h e  5 V a n c o u v e r  b a a e d  v e s s e l s ,  3 
o p e r a t e  7 d a y  c r u i s e s  a c r o s s  t h e  G u l f  o f  A la s k a  b e tw e e n  V a n c o u v e r  ar.ci Saward 
and 2 o p e r a t e  7 d ay  c r u i s e s  rou n d  t r i p  from  V a n c o u v e r  t h r o u g h  t h e  i n s i d e  
p a s s a g e  o f  A - .o sk a .  That San F r a n c i s c o  b a s e d  v e s s e l  o p e r a t e s  10 day round  
t r r p  c r u r s e s  t o  th e  i n s i d e  p a s s a g e  o f  A la s k a .  A la s k a  p o r t s  o '  c a l l  i n c l u d e  
K e t c h ik a n ,  J u n e a u ,  Skagw&y, s i t k a  and S ew ard .

We p u r c h a s e  t h e  f u e l  o i l  f o r  o u r  s h i p s  b a s e d  upon  q u a l i t y  and p r i c e .  F u e i  
o i l  p u r c h a s e d  i n  V a n c o u v e r  i s  e s s e n t i a l l y  t h e  same q u a l i t y  as  t h a t  a v a i l a b l e  
ir. San F r a n c i s c o ,  S e a t t l e  and S ew a rd .  The p r i c e  d i f f e r e n t i a l ,  due  t o  t h e  
A la sk a  s t a t e  m o to r  f u e l  t a x  i s ,  h o w e v e r  s i g n i f i c a n t .  The t a x  o f  $0 .C 5  p e r  
g a l l o n ,  w h ic h  im a p p r o x i m a t e l y  e q u a l  t o  $ 1 3 .6 5  p a r  t o n ,  makes i t  p r o h i b i t i v e  
t o  p u r c h a a a  m or*  th a n  th a  minimum r e q u i r e d  in  Seward t o  r e t u r n  t o  V a n c o u v e r .  
Our t o r a i  v * q »  ire m e n ca  f o r  t h e  1994 A la s k a  c r u i s e s  s e a s o n  w u l  be 
a p p r o x i m a t e l y  5 7 ,6 5 5  t o n s  ( 1 5 , 6 8 0 , 0 0 0  g a l l o n s )  f o r  t h e  6 v e s s e l s .  C f  t h i s  
amount we a n t i c i p a t e  p u r c h a s i n g  a p p r o x i m a t e l y  9 ,4 5 0  t o n s  ( 2 , 5 6 1 . 0 0 0  g a l l o n s )  
in  S ew a rd .

We s t r o n g l y  s u p p o r t  th e  p r o p o s a l  t o  r e d u c e  t h e  A la s k a  a t a t e  m o to r  f u e l  ta x  
t o  SO.01 p e r  g a l l o n .  ThiB w ou ld  make t h e  c o s t  o f  f u e l  o l !  i n  A la s k a  
c o m p e t i t i v e  w i t h  t h a t  in V a n c o u v e r .  T h is  w ou ld  e n c o u r a g e  g r e a t e r  p u r c h a s e  
c f  f u e l  o i l  i n  A la s k a .

V ery  t r u l y  y o u r o ,

<U' i
3  L-C U _

S te p h e n  A. .‘ I l e l s e r .



t r a n s - p a c i f i c  s h i p p i n g

L i n e r  d o w n s i z i n g  ?

Ab. T h e  2 2 0 - f o o t  Sea Trader s h o w n  in  th i s  p h o t o  is  o w n e d  b y  t h e  S e n  
T r a d e r  C o .  a n d  o p e r a t e d  b y  S o n b l a n d  S e r v ic e s  In c .  o f  S e a t t le  t o  c a n y  

c o n t a i n e r s  t o  o u t l y i n g  p o r t s  i n  A la s k a .  T ire  Sea Trader is  s h o w n  h e r e  a f t e r  
t h e  a d d i t i o n  o f  9 - f o o t  s p o n s o n s  a t  A K -W A  S h i p y a r d  in  T a c o m a .  T ire  

c o n v e r s i o n ,  d e s i g n e d  b y  F is k e r -A  n d e r s o n  &  W h a le n .  In c . .  i n c r e a s e d  th e  
v e s s e l's  c a p a c i t y  f r o m  2 9  t o  7 5 f o r t y - f o o t  c o n t a in e r s .

L o w  p r i c e s  f u e l  a  
b u s y  b u n k e r  
m a r k e t
B y  F r e d  M c C a g u e

Low prices in che Pacific North­
west have caused a swing in the pat­
tern o f  bunkering. Pnces in Puget 
Sound dipped below S60.00 per ton 
during December, and while they are 
new in che 566 to $68 range, they 
remain among che lowest in the world, 
matched only by che Houston area 
and che Persian Gulf, and are about 
57 per ten below Los Angeles prices. 
A1 though the location has precluded 
ship diversions to Puget Sound for 
bunkers oniv. the lower prices and 
better supply are making Seattle and 
Pugec Sound the plane bunkersource 
on the West Coast, and shifting bun­
ker purchases from che Orient to the 
Pacific Northwest.

Shio Sniozaki o f  Pacific Northern 
Oil Corp. says between 1 and 1.2 
million barrels (155.000 - 185.000 tons) 
o f  bunker fuel is sold in Pugec Sound 
annuailv, now exceeding sales in Los 
Angeles* Long Beach and she notes 
"We are doing more container lines 
chan before.' Abigail Addington. Mar­
keting Manager PNW for BP Manne 
Amenca says BP's sale o f  its Femdale 
refinery does noc affect 3P Marine 
and they 'maintain a strong presence 
in che Northwest market.' Site notes 
bunkers are a volatile market "chang­
ing with che swing in prices," adding 
cyclical price swings can mean buy­
ing in Korea or Singapore one trip 
and Seattle the next. BP and Pacific 
Northern are the cwo largest suppliers 
in Puget Sound and on the Columbia 
River.

Low Vancouver prices 

have sparked an 

increase in bunker 

sales and prompted 

one new entry—

The Vancouver market is tradition- 
ailv 55 to per ton higher 'han 
Pugec Sound because the region 'ra- 
Jiuoiiallv imports bunker fuel to aug­
ment local production, and more- 
based installations, including pulp 
pulls, compete for the Hippie In addi­

tion. sales are hampered by a "  per­
cent provincial bunker tax.

In che past, ships frequently bun­
kered at Port .Angeles en route to 
Vancouver, and Shiosaki said her com­
pany bunkered a number o f  Vancou­
ver-destined ships at Port .Angeles dur­
ing the recent port strike. Low Van­
couver prices currently in the low 
S” 0 range plus taxi have sparked an 
increase m bunker sales and prompt­
ed one new entry. Sea Fuels, division 
* a  Seaspan International, last vear into 
me Vancouver scene. Vancouver pric­
es are expected to nse again during

th e  su m m e r,  che p e a k  s a le s  s e a s o n ,  a s  
che o o r t  bunke rs' m e  e n u r e  . .u - h io  
A laska  e n n s e  fleet.

Portland and the Columbia River 
are smaller bunker markets and. .ike 
Vancouver, prices follow Puget Sound 
levels but are 55 to 510 per ton higher 
because all fuel must be barged m. 
5al>. volumes are about one quarter 
those o f  Puget Sound. Pacific North­
ern and BP are the oniv active com ­
petitors in this market at me moment 
Currently Portland prices are .o u -r  
•han Yokohama, encouraging cram 
ships to purchase locallv ■

R u s s i a n  F a r  E a s t  U p d a t e

T h e  o n ly  m o n t h ly  r e p o r t  f o r  p e o p le  s e r io u s  a b o u t  
b u s in e s s  in  th e  R u s s ia n  F a r  E a s t

Your business guide to . .. 
Privatization Shipping
Joint Ventures Forestry
Communications Fishing
Bankina Mining

Contact us lor a . amolc and 
suDScription information 

po Box ::::n 
Senate. WA ASi:;
Tel. 1 2 0 6 )  - U T . H o S  

F a x  ( 2 0 6 1 6 2 S - ' Q - o
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51 9. P. opose a statutory or regulatory c h a n g e  to m a k e  m a r k e t i n g  of heavy fuels 

(heavy b u n k e r  oil) m o r e  economically competitive b y  eliminating or reducing the 

taies. Statutory reference A S  43.40.1 - M a y  be possible to do by

regulation.

D u e  to t h e  e x c e s s i v e  t a x  o n  h e a v y  f u e l s  i f  u s e d  i n s t a t e  ( S 2 . 1 Q ) ,  h e a v y  f u e l s  h a v e  

n o  in s t a t e  s c i e s / u s e a g e .  I n  1 9 7 0 - 7 2 ,  h e a v y  b u n k e r  f u e l  w a s  s o l d  t o  a  s m a l l  m a r k e t ,  f o r  

u s e  instate, b y  s u c h  f i r m s  a s  S e a l c m d  I n  1 9 7 2 ,  t h e  p r e s e n t  r a x  w a s  p l a c e d  o n  this f u e l .  

A l l  s a i e s  t h e n  c e a s e d ,  a n d  h a v e  r e m a i n e d  n o n - e x i s t e n t  s i n c e  t h a t  d a t e .  C u r r e n t l y ,  t h e r e  is 

t h e  coter.r.al f o r  a  m a r k e t  o f  t h e s e  f u e l s  in  A. l a s k a ,  if  t h e  p r i c e  o f  t h e  f u e l  c a n  b e  

c o m D e t e t i v e  w i t h  p r i c e s  in  C a n a d a  (c u r r e n t  f u e l  s o u r c e ) .  T h e  initial p o t e n t i c i  is f o r  

a n n u a l  s a i e s  o f  S 7 , 0 0 0 , 0 0 0 ,  a n d  e m p l o y m e n t  f o r  7 - 1 0  A J a s k a n s .  R e f i n e r i e s  i n st at e d o  

o r o d u c e  t h e  h e a v y  b u n k e r  f u e l ,  a n d  t h e n  it s e l l  a s  a n  e x p o r t e d  p r o d u c t .

M I N I N G

SI 10. C h a n g e  the valid timeframe of a n  Exploration a n d  R e c l a m a t i o n  permit from 

one year to five years ( D N R ) .  11 A A C  97.300

C u r r e n t l y  p e r m i t s  a r e  o n l y  g o o d  f o r  o n e  y e a r ,  a n d  r e q u i r e  c o n s i d e r a b l e  ef f o r t  a n d  

e x u e n s e  in  o r  e v e r  a n  o n .  E x n i o r c t i o n  a n d  r e c l a m a t i o n  t h e m s e l v e s  a r e  l i k e l y  to s p a n  

s e v e r a l  y e a r s .  R e c r u i t i n g  f i r m s  to f i l e  a n e w  e a c h  y e a r  is a n  u n n e c e s s a r y  a d d i t i o n a l  

e x o e n s e  b o t h  f o r  t h e  b u s i n e s s  e n t e r v r i s e  a n d  t h e  St a t e ,  w h i c h  d o e s  n o t  c o n t r i b u t e  to e i t h e r  

t h e  a p p l i c a n t  o r  A D  N R .

I f  A D  N R  is s e e k i n g  u p d a t e d  i n f o r m a t i o n  o n  c h a n g e s ,  t h e n  a l t e r  t h e  r e g u l a r ,  o r s  

to r e a u i r e  n o t i f i c a t i o n  o f  c r y  c h a n g e s  w h e n  a n d  if  c h a n g e s  o c c u r  f r o m  t h o s e  i n  t h e  

o r i g i n a l  a p p r o v e d  p e r m i t

SI  11. A d d  a p h r a s e  to IS A A C  30.020 so that it reads: "Toxic a n d  O t h e r  

Deleterious O r g a n i c  a n d  Inorganic Substances -Substances snail not exceed Alaska 

Dr inking W a t e r  S t a n d a r d s  (IS A A C  30) or E P A  Quality Criteria for W a t e r  as 

applicable to substances a n d  use. Le.. if the water is not us e d  as a public water svstem. 

18 . A A C  30.fl20 S o u r c e  Protection is not the applicable use. "

T h i s  is r e c o m m e n d e d  i n  o r d e r  t o  g e t  a w a y  f r o m  e f f e c t i v e  t r e a t e d  w a t e r  a t  t h e  

s o u r c e ,  .-is a  r e s u l t ,  " r a w  w a t e r " d r i e r  to  t r e a t m e n t  w o u l d  n o t  n a v e  to  m e e t  t h e  s e m e  

s t a n d a r d s  a s  w a t e r  t a k e n  a n d  t r e a t e d  f o r  p u b l i c  c o n s u m p t i o n .
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