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February IS, 1994 L94057aaV IA  F A X : 907-5di>6£00Petro Marine Services Attn: James S. Bums Anchorage, AlaskaDear Mr. Bums:We operate the MS CROWN D YN A ST Y whose summer itinerary has her sailing from Vancouver throughout Alaska.While researching available bunkering pons, we understand the Alaska Marine Tax of five-cents per gallon is currently in effect. We understand Petro Marine Services is leading the way to have the tax reduced from 5 cert3 to 1 cent; we would like to lenu our support to this effort and advise that such a reduction would piav a key role in our 
i  ’ cision to bunker in Alaska rather than relying solely on Vancouver as the primary bunker station.Thank you for including our formal ietter of support in this reduction effort’s dossier.

Caotaifl Jorer Walcaak {rector, Marine OperationsJW:aacc: P. Grant, Sr. VP Operations
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Mr. James S.BURNS To fax : (907) £61 -6500
Petra Marine Services 
3111 'C# Street Suite SCO 
Anchorage AK, S9503 Seattle February IS  1994
Dear Mr. Bums

It was a pleasure meeting you Wednesday for what turned out to'be a very 
interesting discussion. You Informed me-that you are currently working 
with others In tha Marine Industry to have legislation introduced that would 
reduce the current tax on marine fuel in Alaska from 5 cents per gallon to 1 cent 
If succestu!. this would Immediate reduce the price for Intermediate Bunker fuel with 
approximately S 10.00 per Metric Ton and this would allow Seward and other 
Alaskan ports to offer shipowners an addtional or alternative bunkerchcics on 
the U.S. West Coast and Britsh Columbia.
ft is wrih this possibility in mind, that t express my appreciation and support for your 
continued efforts in this matter, which in my opinion wiil greatly benefit not only 
the Marine Industry but increasingly so, the people and the state of Alaska.

Very truly yours

Captain Willem A.KOOPMAN 
Director Marine Operations WSC 
HOUAND-AMERJCA UNE-WESTOURS Inc.

c.c. D.Grousz

300 E llio t : Avenue West • Seattle. WA 96119 • 206 • 2o l'3S*S  • r i «  206 • 2SI-"110
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Mr. J i m  B u r n *

P e t r o  M a r i n a  

3111 C S u i t a  £00 

A n c h o r a g e ,  A l a s k a  993Q3

D < a t  Jim,

P r i n c e e s  C r u i s e s  o p e r a t e s  6 c r u i s e  v a a a a i a  In cha A l a s k a  c r u i a o  trail* f rom 

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 h e s e  v e s s e l s  ara b a a e d  in  
V a n c o u v e r  a n d  o n e  in d a n  F r a n c i i c o .  Of t h o  5 V a n c o u v e r  b a r  >d veetnels, 3 

o p e r a t e  7 d a y  c r u i s e *  a c r o s s  th o  G u l f  o f  A l a s k a  b o t w a o n  V n n c o u v a r  ar.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  t r i p  f r o m  V a n c o u v e r  t h r o u g h  t h o  i n s i d e  

p a s s a g e  of A l a s k a .  T h a t  flan F r a n c i s c o  b a s e d  v o s e e l  o p e r a t e *  10 day r ou n d  

t r i p  c r u i i e e  to 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 c all i n c l u d e  

K e t c h i k a n ,  J u n a a u ,  S k a g w e y ,  S i t k a  a n d  Sewa r d .

W e  p u r c h a s e  t h e  fuel o i l  f o r  o u r  s h ip s  b a s e d  u p o n  q u a l i t y  a n d  p r i c e .  Fuel 

o i l  p u r c h a s e d  in V a n c o u v o r  1.9 e s s e n t i a l l y  t h e  s a m e  q u a l i t y  a* th a t  a v a i l a b l e  

in flan F r a n c i s c o ,  S e a t t l e  an d  Seward. T h o  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  * e a t e  m o t o r  f uel t a x  la, h o w e v e r  s i g n i f i c a n t .  Th e  t a r  of S O . 05 pe 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 u a l  to  5 1 3 . 6 5  p e r  ton, s a k e *  it p r o h i b i t i v e  

to p u r c h a s e  m a r *  t h a n  th e  m i n i m u m  r e q u i r e d  in S e w a r d  to retiirn to V a n c o u v o r .  

O u r  t o t a l  r e q u i r e m e n t *  f o r  t h e  199 4  A l a s k a  c r u i s e *  * e a « o n  wil l bo 

a p p r o x i m a t e l y  4 7, 6 5 S  tons ( 1 5 , 3 8 0 , 0 0 0  g a l l o n s )  for t h e  6 veoao l o .  oif 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 , 4 4 0  t on* (2,S o l , 00 0  gallo n * ) 
in S a w a r d .

W e  a t r o n g i y  a u p p o r t  t h e  p r o p o s a l  to r e d u c e  t h a  A l a s k a  *tate m o t o r  f unl tax 

to 5 0 . 0 1  p e r  gall o n .  T h i s  w o u l d  m a k e  t h e  c o s t  of fuel o i l  in A l a s k a  

n o m p c c i t i v e  w i t h  th a t  in V a n c o u v e r .  T h i e  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  
o f  f u e l  oi l  In  A l a * k a .

V e r y  t r u l y  yo ur s ,

S t e p h e n  A. H l e l s o n



REGENCY CRUI ST" P . i T ’-OOl/ O O l

REGENCY CRUISES

Itoxch 1, 1394

Mr. J a m e s  S. B u r n s  
F B T R O  M 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  500
A n c h o r a g e ,  A K  3 9 5 0 3  

D e a r  Mr, 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  m e e t i n g  l a s t  month., R e g e n c y  w i l l  
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 h e  s u m m e r  o f  94 a n d  I 
a m  p l e a s e  t o  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 e r y  
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 o o s a l  t o  
b u n k e r  in. 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  h e  
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  f u e l  t a x "  t o  a m o r e  
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  o f  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 e r s  450 M / T  o f  I P O  180 a n d  150 
M / T  o f  M D O ,  t h e  R e g e n t  S t a r  450 M / T  o f  I P O  100 a n d  130 M / T  
o f  M D Q  e v e r y  t w o  w e e k s .

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  hcpefu.llv i n  
t h e  v e r y  n e a r  f u t u r e .

S in ce re ly ,
R E G E N C Y  C R U I S E S

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

A k H / G G

SU P P O R T  L E T T E R S
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City and Borough of Sitka
304 LAKE STREET. SITKA, ALASKA. 99835

M a r c h  9/ 1994

T h e  H o n o r a b l e  Bert M. Sharp, Chair 
S e n a t e  T r a n s p o r t a t i o n  Commi t t e e  
Juneau, A K  99801-1182 
FAX No. 465-2070

Re: S E N A T E  BI L L  NO. 327

B e a r  S e n a t o r  Sharp,

S e n a t e  Bill No. 327 is a v e r y  important i s sue to the C i t y  
and B o r o u g h  of Sitka, If it passes we have a c o m m i t m e n t  from 
P a c i f i c  N o r t h e r n  Oil to refuel cruise ships in Sitka. This w i l l  
c r e a t e  i m p o r t a n t  jobs for our commu n i t y  and in the l o n g  te r m  
w i l l  g i v e  us s i g n i f i c a n t  opportunities as a c h a n g e  port.

We s t r o n g l y  ur g e  y o u r  support of this legislation.

A d m i n i s t r a t o r
C i t y  and B o r o u g h  of Sitka

cc. S e n a t o r  R o b i n  T a y l o r
R e p r e s e n t a t i v e  B e n  G r ussendorf 
Paul Fuhs - Al a s k a  Dept, of Commerce 

and E c o n o m i c  Develo p m e n t  
E r i c  L i n d  - Pacific N o r t h e r n  Oil
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S en a t o r  S u z a n n e  L it t le
A L A S K A  S T A T E  L E G I S L A T U R E

M em orandum

Senator Bert Sharp, Chairman 
Senate Transportation Committee

Senator Suzanne Little 

March 9, 1994

SB .327

SB 327 will amend the motor fuel tax to establish a different tax levy on 
residual fuel oil currently produced by Tesoro Alaska north of Kenai. Currently, the 
tax on this fuel, used mostly by cruise ships and other large vessels, is five cents per 
gallon. This bill will change the tax rate for residual fuel oil from the current rate of 
five cents per gallon to one cent per gallon. An economic incentive for cruise ships 
to purchase fuel in Seward would be created by this reduction. We anticipate that 
10-20 jobs would be created on the peninsula by passage of this bill. Additionally, 
because of increased sales of bunker fuel, the state will break even or will have 
increased revenues to the treasury.

Residual fuel oil is the heavy refined hydrocarbon tha t is the residue from 
crude oil after refined petroleum products have been extracted by the refining - 
process. Residual fuel may only be used when sufficient heat is provided to the oil 
to reduce its viscosity and to give it fluid properties sufficient for pumping and 
combustion. These residual fuels are excellent for use in the large cruise ships that 
travel to Alaska.

Because the current tax on the residual fuel is a t five cents per gallon, 
companies such as Tesoro Alaska are forced to sell their residual fuel a t a loss since 
there is no market for the fuel. By reducing the tax, a m arket is created with the 
cruise ships; more than 90 en rse  ships will be coming into Seward this summer.
The cruise ships tha t serve Seward now purchase fuel in Vancouver, British 
Columbia. According to the final report of the Governor’s Task Force on Regulatory 
Reform, if the price for residual fuel can be competitive with prices in Canada, the 
initial potential is for annual sales of $7,000,000 and increased employment for 
Alaskan residents.

I urge the Senate Transportation Committee to support SB 327.

m m
Jinuary-June: STA TE CAPITOL/  JUNEAU. AK 99801-1182 / (907) 405-2828 / Fax: (907) 465-4779 vautRuloCurrnnmt
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March 9,  1994
A L A S K A  T R U C K I N G  A S S O C I A T I O N  P O S I T I O N  P A P E R

TO: R e p r e s e n t a t i v e  G a r y  D a v i s
and

M e m b e r s  of the L e g i s l a t u r e

FROM: F r a n k  J. D i l l o n ,  E x e c u t i v e  D i r e c t o r  A l a s k a  T r u c k i n g
A s s o c i a t i o n ,  Inc.

RE: S U P P O R T  O F  H.B. 453 A N D  S.B. 327

O n  b e h a l f  of the 3 0 0 - m e m b e r  c o m p a n i e s  of A l a s k a  T r u c k i n g  
A s s o c i a t i o n ,  Inc. I ask y o u r  s u p p o r t  f o r  the p a s s a g e  of H o u s e  Bill 
453 a n d  c o r r e s p o n d i n g  S e n a t e  Bill 327.

H.B. 453 e n t i t l e d  " A n  A c t  A m e n d i n g  M o t o r  Fuel T a x  T o  E s t a b l i s h  A 
D i f f e r e n t  L e v e e  on the R e s i d u a l  Fuel Oil U s e d  In a n d  O n  W a t e r  C r a f t  
and P r o v i d i n g  F o r  A n  E f f e c t i v e  D a t e , "  W h a t  t h i s  bill b a s i c a l l y  
d o e s  is r e d u c e  the tax on h e a v y  b u n k e r  fuel f r o m  5 - c e n t s  a g a l l o n  
to 1 - c e n t  a gallon.

T h e  r e a s o n  this l e g i s l a t i o n  is n e e d e d  is to b r i n g  the b u n k e r  fuel 
p r i c e  d o w n  so that we  c a n  c o m p e t e  in s e l l i n g  fuel to c r u i s e  s hips 
w h i c h  v i s i t  A l a s k a  po r t s .  C u r r e n t l y ,  v i r t u a l l y  all t h e  fuel b u r n e d  
in A l a s k a’s w a t e r s  is p u r c h a s e d  in  B r i t i s h  C o l u m b i a .  R e f i n e r s ,  who 
as part of the r e f i n i n g  p r o c e s s  a r e  l e f t  w i t h  t h e  h e a v y  b u n k e r  fuel 
c u r r e n t l y  h a v e  l i t t l e  or n o  m a r k e t  in A l a s k a  for th a t  fuel.

A T A  f e e l s  that th i s  is e x a c t l y  t h e  s o r t  of b u s i n e s s  r i s k  and 
e c o n o m i c  e n d e a v o r  t h e  s t a t e  of A l a s k a  s h o u l d  be  i n v o l v e d  in. We  
r e c o g n i z e  t h e r e  are r i s k s  i n v o l v e d  in t h e  w o r s e  c a s e  s c e n a r i o  the 
s t a t e  c o u l d  lose r e v e n u e  if fuel s a l e s  do  not i n c r e a s e  to o f f s e t  
t h e  r e d u c t i o n  in the tax rate. W e  b e l i e v e  this is a l e g i t i m a t e  and 
r e a s o n a b l e  b u s i n e s s  r i s k  for the s t a t e  of A l a s k a  to t a k e  in o r d e r  
to e x p a n d  A l a s k a ' s  job b a s e  a n d  e c o n o m i c  a c t i v i t y .

In the t r u c k i n g  a r e a  a l o n e  w e  b e l i e v e  th a t  the i n c r e a s e d  sales 
a c t i v i t y  will r e s u l t  in 1 5 - 2 5  n e w  and g o o d  p a y i n g  jobs in A l a s k a ' s  
t r u c k i n g  i n d u s t r y .

P l e a s e  m o v e  this bill. P l e a s e  s u p p o r t  t h i s  b i ll. It's a g o o d  
p i e c e  of l e g i s l a t i o n .



KEiVT d a w so jw  c o m p a n y
I’.O. IJox 20790 
Jiuicnti, Alaska 99802 
Phone: (907)463-2533 
FAX: (907)463-3922

M a r c h  10, 1994

T h e  H o n o r a b l e  B e r t  S h a r p  
C hair, S e n a t e  T r a n s p o r t a t i o n  
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 fol l o w i n g - - q u o t  irig f r o m  a F e b r u a r y  28, 1994, let 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 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 t h e s e  v e s s e l s  
ar e  b a s e d  in V a n c o u v e r  a n d  o n e  in S a n  F r a n c i s c o .  O f  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  t r 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  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  
pr i c e .  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 sa m e  
q u a l i t y  as that a v a i l a b l e  in S a n  F r a n c i s c o ,  S e a t t l e  a n d  Seward. 
T h e  p r i c e  d i f f e r e n t i a l ,  due 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 .  The 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 u a l  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  wi 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 ard.

"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 p e r  gallon. T h i s  w o u l d  m a k e  the co 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



The H o n o r a b le  B e r t  S h a rp -  2  - M arch  1 0 , 1 994
p u r c h a s e  at least o n e  t h ird (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  a r 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 ,  B.C. We can o n l y  s a y  this for the S e w a r d  s h i p s  
S e w a r d  is the o n l y  A l a s k a  p o 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 .

as

D a w s o n

At t a c h m e n t



P rincess  C ruises

'iuntu Mnn,\u Hchhi ;ir,i
lOi'AHjix ,V. < j/i/;>*•<;(«

F e b r u a r y  2 8 ,  1 9 9 4  
R ef: SAN/cjt *16*2 W' Ifif
N r . J.i.t  Burnt:

P e t r o  N a r i n e  

3111 C S u i t e  500 

A n c h o r a g e ,  A l a s k a  '39503

D e a r  Jim,

P r i n c e c o  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 se l s  in the Alaska c r u i s e  t r a d e  from 

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. Five of t h ee e  v e s s e l s  are b a s e d  in 

V a n c o u v e r  and  o n e  in San F rancisco. Of the 5 Va n c o u v e r  b a s e d  vessels, 3 

o p e r a t e  7 d a y c r u i s e s  a c r o c s  the Gul f  of A l s o k a  b e t w e e n  V a n c o u v e r  an d  S e w a r d  

an d  7 o p e r a t e  7 day c r u i 6 e s  r ou n d  t r i p  from V a n c o u v e r  t h r o u g h  the ins i d e  

p a s s a g e  of Alaska. Tha t  San F r a n c i s c o  b a s ed  veusel o p e r a t e s  10 day r o e n d  

t r i p  c r u i s e s  to  the ins i d e  p a s s a g e  of Alaska. A l a s k a  p o r t s  of call i n c l u d e  

K etchikan, Juneau, Skagw&y, s i t k a  a n d  Seward.

We p u r c h a s e  whe fuel oil for ou r  s h i p s  b ased 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 s ame q u a l i t y  as that a v a i l a b l e  

in S a n  F r a nc i s c o ,  S e a t t l e  and Seward. The p r i c e  d i f f e r e n t i a l ,  due- to t he  

A l a s k a  s t a t e  m o t o r  fuel t a x  io, h o w e v e r  significant. The tax of SO.CS p e r  

gall o n ,  w h i c h  ic a p p r o x i m a t e l y  e qu a l  to $13.65 pe 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  c o r *  t ha n  t h e  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 uv e r , 

O u r  total r e q u i r e m e n t a  ior t h e  1994 A l a s k a  c r u i s e s  s e a s o n  v'tii ba 

a p p r o x i m a t e l y  $7,855 tons ( 1 5 , 6 8 0, 0 0 0  gallonc) for the 6 vessels. Of ti.ia 

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  tons ( 2 , 5 6 1 , 0 0 0  gallons) 
in Sewarcl.

'We s t r o n g l y  supp o r t  tho p r o p o s a l  to reduce t h o  A l a o k a  s tate m o t o r  fuel tax 

to  $0.03 p e r  gallon. This  w o u l d  make the cost 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 .  This w o u l d  e n c o u r a g w  g r e a t e r  p u r c h a s e  
of fuel oil in Alaska.

V e r y  t ruly youro,

S t e p h e n  A. N lei stir.



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
! 007) ~(>5-38o7 or 465-2450 
/■I LV fW7) 465-2020 
Mail Stop 3101

I JO Seward Street. Suite ttXJ 
Juneau, Alaska 00801-2105

M E M O R  A N D U M March 14. 1994
SU B JE C T : Draft CSSB 327 ( ) (Work Order No. 8-LS1730VJ)TO: Senator Suzanne Little

A I'l \I• T arli'dFR O M : /
A S 43.40.030 notwithstanding, 1 am just not convinced that a taxpayer is entitled to a refund unless the statute clearly establishes the right to one. A S 43.40.030 is not a good precedent for, it seems to me, it provides for a gratuitous refund of money that, arguably, constitutionally, ought to be in the state general fund. If it is already in the state general fund, then, arguably, there is no basis for the refund adjustment under A S 43.40.030.I’ve drafted to try to avoid the constitutional implication that I see inherent in the suggested language you provided.In summary, in subsection (a) of bill section 1, the rate of the watercraft tax reduces from five cents to one cent after the state has recovered the first $205,000 from all passenger watercraft fuei seller/taxpayers; the period in which the amount of that recovery is gauged is set at October I to the next following September 30. In subsection (b), if the seller does not reduce the tax rate to the buyer, each taxpayer-- that is. the passenger watercraft fuel seller or user--is entitled to the refund of the difference in the rate--not SO percent of the putative difference, as had been suggested in the model provided, but the full amount. But. of course, under this approach, it is the passenger watercraft fuel seller or user—not the buyer—who winds up pocketing the amount refunded.How the Department of Revenue chooses to perform that calculation and implement return of the overage is best left to their own devices.JBCdm b94-082.1mbEnclosure
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sj?k a *\ City and Borough of Sitka— ■■ ■ ■ — - 1

304 LAKE STREET. SITKA, A LASKA . 99835

M arch 21, 1994The Honorable Ben M. Sharp, Chair Senate Transportation Committee Alaska State Senate Room 514 State Capitol Building Juneau, AK 99801-1182 RE: Senate Bill 327 C .S .Dear Senator Sharp and Transportation Committee:The City and Borough of Sitka strongly supports the passage o f Senate Bill 327 to reduce the 5 cent per gallon State tax on marine bunker fuel. While the State receives very limited revenues from this tax, it has made bunker fuel uncompetitive for fueling of cruise ships, which are currently being fueled by vendors in Vancouver, British Columbia. If  this tax were reduced to one cent per gallon, more bunker fuel could be sold, and Sitka and Seward would be able to provide cruise ship refueling services which would provide much-needed economic diversification for Sitka.In response to concerns which have been expressed about Sitka asking for further capital funds to develop a fueling facility, this would not be the case. .Alaska Pulp Corporation already has the necessary fuel storage tanks on site, and Pacific Northern Oil is interested in providing the services but is un willing to proceed if the marine bunker fuel tax is not eliminated or substantially reduced.If the Sitka fueling facility is developed, potable water and solid waste collection services would also be provided. In the long term, these services may result in longer cruise ship stays. The community may also become a change port with cruise ship passengers flying into Sitka for cruise ship conneoi^ns wliich would have major long-tenn economic impacts W't̂ . increased airline service and passenger visits.Your support for Senate Bill 327 is greatly needed to permit this project to proceed. Sitka can commit.AO-n.ot rmuestj;nonv_catlitaLfu.ndipR.for the.fueling facility if thcjgffislation is approved. Please contact me at 747-3294 if you have any additional questions
Sincerely,

cc: Commissioner Prt'l Fuhs; Economic Development Director Chris Gates, Alaska Dept, o f Commerce and Economic Development
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T h i s  is a n  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 
the f o l l o w i n g  b e n e f i t s  to the S t a t e  of A l a s k a :

1. C r e a t i o n  of 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 e c k  w a t c h  o p e r a t o r s ,  a n d  o n 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  t h r e e  j o b s  in 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 SO, 000 m e t r i c  
t o n s  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  IS to 20 
l o a d s  d a i l y  f r o m  M a y  15 u n t i l  S e p t e m b e r  15,

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  $1 . 2  m i l l i o n  at Seward, 
$ 5 0 , 0 0 0  at Kenai, p l u s  $ 8 0 0 , 0 0 0  W e a v e r  B r o t h e r s  ta n k  
t r u c k  a n d  t r a i l e r s ,

4. D e v e l o p m e n t  of a n  i n - s t a t e  m a r k e t  f o r  T e s o r o  r e s i d u a l  
b u n k e r  f u e l  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  o 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  wi 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 c 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  
o 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  at 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  t o  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 o 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 i p s  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  of fuel o i l  
£ c v  p r o p u l s i o n .  T h i s  fuel is r e f e r r e d  to  as " b u n k e r  f u e l , "  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  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 .

C u r r e n t l y ,  the K e n 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  
fu 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 e  is c u r r e n t l y  n o  i n ­
s t a t e  m a r k e t  o r  u s e  f o r  b u n k e r  fuels.

T h 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  f o r  b u n k e r  
f u e l  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  
are 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  
t a k e  p h y s i c a l  d e l i v e r y .

W 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  to 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 s k a ,  P e t r o  m a r i n e  S e r v i c e s  h a s  u n d e r t a k e n  a d e t e r m i n e d  
e f f o r t  t o  d e v e l o p  a m a r k e t  i n  A l a s k a  w i t h  the c r u i s e  i n d u s t r y  
u t i l i z i n g  the T e s o 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 h i p p e d  o v e r s e a s .

T h i s  e f f o r t  has r e s u l t e d  in s e r i o u s  n e g o t i a t i o n s  w i t h  P r i n c e s s  
C r u i s e  L i n e s  a n d  o t h e r  c a r r i e r s ,

PETRO MARINE SERVICES

?Ai;ei£LLm MrifVnnna to thn Mnnr.e IncLiilrv
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If P r i n c e s s  o r  o c h e r  c r u i s e  l i n e s  a g r e e  to p u r c h a s e  t h e  b u n k e r  
fuel in A l a s k a ,  t h i s  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  and 
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  S 2 .1 m i l l i o n .  (In 
Seward, it w o u l d  m e a n  $ 1 . 2  m i l l i o n  a n d  t h r e e  jobs. I n  Kenai, it 
w o u l d  m e a n  $ 5 0 0 , 0 0 0  in c a p i t a l  i m p r o v e m e n t s .

T h e  p r o d u c t  w o u l d  b e  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 a r d .

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  'n S e w a r d  is in  e x c e s s  of
50 , 0 0 0  m e t r i c  t o n s  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  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  in  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 o r e  people.

T h a  c u r r a n t  A l a s k a  s t a t e  m o t o r  fuel t a x  of $ 0 . 0 5 / 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 o t e n t i a l  of  r e s i d u a l  
fuel o i l  v o l u m e  a v a i l a b l e  at S e w ard.

W e  feel t h a t  t h e  b u l k  of the t o u r  b o a t  fuel 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  an  A l a s k a n  s o u r c e  if w e  c a n  g e t  o 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 o w  in E x h i b i t  1. A s  y o u  c a n  see, on 
average, S e w a r d  is $ 0 . 0 8 9 7 / g a l l o n  o u t  of 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  of that 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  h a v e  
i n d i c a t e d  th a t  if w e  c a n  g e t  c l o s e  t o  the V a n c o u v e r  p r i c i n g ,  we 
w i l l  g e t  the 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  the f l u c t u a t i o n s  in 
that p r i c e  d i f f e r e n t i a l .

B e l i e f  o f  the t a x  c o u l d  b r i n g  in m o r e  t h a n  fi v e  t i m e s  the v o l u m e  
as the 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 .

T h a  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 n  e c o n o m i c s  of 3 c a l e  in:

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

T h i s  m e a n s  the s u p p l i e r  c a n  l o o k  at s h a r i n g  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  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 .  W e  c a n  
sell t h e  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  3.)

I I I .  PROBLEM

PETRO MARINE SERVICES

Petroleum Marketing to the Marina Industry
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B u n k e r  f uels a r e  k n o w n  in 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 
oil. T h e y  are, j u s t  as the n a m e  implies, the r e s i d u e  of the 
r e f i n i n g  p r o c e s s .  W h e n  all of the d e s i r a b l e  a n d  p r o f i t a b l e  
fuels, i.e., g a s o l i n e s ,  jet fuel, d i e sel, a n d  h e a t i n g  o i l  h a v e  
b e e n  r e m o v e d ,  t h a t  is w h a t  is left.

C r u d e  o i l s  v a r y  i n  c h e m i c a l  m a k e - u p  a n d  the y i e l d  a n d  q u a l i t y  of
r e s i d u a l  fuel m a y  d i f f e r  g r e a t l y  f r o m  o n e  to  a n o t h e r .  W e  h a v e  an 
e x c e l l e n t  e x a m p l e  r i g h t  h e r e  in A l a s k a ;

C o o k  I nlet cru d e ,  of w h i c h  t h e r e  i d  v e r y  l i m i t e 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 8 . 5 %  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  of 0.3%. It is a v e r y  d e s i r a b l e  c r u d e  for 
t h i s  reason, b u t  t h e r e  is sinroly not e n o u g h  a v a i l a b l e  
s u p ply.

N o r t h  S l o p e  crude, 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  4 8 %  r e s i d u a l  fuel o i l  w i t h  a s u l p h u r  
c o n t e n t  of 2.5%. U n f o r t u n a t e l y ,  to h a v e  a l m o s t  h a l f  of 
e v e r y  b a r r e l  y o u  r e f i n e  e n d s  u p  as a l o w  q u a l i t y  fu e l  f o 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  e c o n o m i c  d e t r i m e n t  f o r  a n y  c o m p a n y  to b e a r .  
C e r t a i n l y  T e s o r o ' 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 9 8 0 ' s  w h e n  it s w i t c h e d  t o  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  be  asked: W h y  is t h e r e  n o  l o c a l  m a r k e t  f o r
t h i s  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 l a r g e  
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  the e q u i p m e n t  to 
h a n d l e  t h i s  v i s c o u s  a n d  " d i f f i c u l t  to b u r n "  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  of b 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  of t a n k  
a n d  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 g r e e s  F. A t o m i z a t i o n  
f or 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  F.

T y p i c a l l y ,  the f u e l  is u s e d  in u t i l i t i e s  f o r  t h e  p r o d u c t i o n  of 
s t e a m  t o  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  mills, s t e e l  mills, 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  
t h a t  d o  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 MARINE SERVICES

Petroleum Marketing to the Morino Industry
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T H E  E C O N O 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  us  n o 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  for 
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  of 
two m a j o r  i n - 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  l e a p  
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 and.

If w e  a r e  a b l e  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  i3 no 
r e a s o n  that 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  in S e w a r d  or 
the L N G  a n d  c r u d e  v e s s e l s  at Kenai. T h i s  p o t e n t i a l  n e w  b u s i n e s s  
o p p o r t u n i t y  n e e d  n o t  be  l i m i t e d  to c r u i s e  v e s s e l s ,

To s u m m a r i z e ,  b u n k e r  or  r e s i d u a l  f u e l  o i l  is n o t  a m o t o r  fuel b y  
i n d u s t r y  d e f i n i t i o n .  A S T M  d e s i g n a t i o n  a n d  "The M a n u a l  o f  Oil a n d  
G a s  T e r m s "  b o t h  d e f i n e  t h i s  p r o d u c t  as heavy, 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  in indus 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 
for the g e n e r a t i o n  of e l e c t r i c i t y .

PETRO MARINE SERVICES

Poirolaum Marketing lo tlie Marine Industry
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PETRO MARINE SERVICES
Petroleum Marketing to the Marine Industry

fA;*
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 U P P O R T S  

H O U S E  B 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  T A X  R A T E  
O N  B U N K E R  F U E L  A N D  H E L P  M A K E  T H E  P R I C E  OF 

B 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  S E W A R D  M A R K E T

TH E  S E W A R D  P R O G R A M : IN  T H E  S P R I N G  O F  1993 P E T R O  M A R I N E  I N V E S T E D  
$ 5 0 9 , 5 0 0  IN 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  
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  
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 UME. 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 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  O N  I N V E S T M E N T  D U R I N G  T H E  1993 S U M M E R  
S E A S O N  P E T R O  M A R I N E  S O L D  4 , 1 0 6 , 8 7 6  G A L L O N S  OF  B U N K E R S  A N D  P A I D  
$ 2 0 5 , 3 4 3 . 8 0  M A R I N E  TAX.

T H E  1 9 9 4  SEASON: 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 S Q U I R E M N E T  E A C H  S U M M E R  SEASON. ( A B O U T  O N E  H A L ?  O F  T H E  P R I N C E S S  
A N D  H O L L A N D  F L E E T  C-0 T O  G L A C I E R  3 A Y  A N D  T H E N  R E T U R N  SOUTH)

C R U I S E  L I N E

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  
C R O W N  
R E G E N C Y

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

55 , 8 5 5  
55 , 0 0 0  
5, 030 
9, 720

1 5 . 6 8 0 . 0 0 0
1 5 . 0 7 0 . 0 0 0  
1 , 6 8 0 , 0 0 0
2 , 6 8 0 , 0 0 0

(PER L E T TER) 
(PER M E E T I N G )  
(PER M E E T I N G )  
(PER LETTER)

1 2 6 , 6 0 5 3 5 , 1 1 0 , 0 0 0

S E W A R D  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 E
3 Y  T H E  A B O V E  F O U R  LINES. IF 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 LON, P E T R O  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  IN E X C E S S  O F  1 2 , 0 0 0 , 0 0 0  G A L L O N S  O F  
S H I P S  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 .  ( 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  O N  T H E  R E S I D U A L  P O R T I O N  (92%)O F  T H E  
B U N K E R  F U 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 O N  O 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  1.78 C E N T S  P E R  GALLON)

C R U I S E  L I N E IFO 380 
T O N S

G A L L O N S

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  
C R O W N  
R E G E N C Y

3 7 , 8 0 0  1 0 , 3 5 7 , 2 0 0  ( C O N T R A C T  M A X I M U M )
4 , 0 9 5  1,122,000 (ONE S H I P  IN  SEWARD)
2 , 7 0 0  7 4 0 , 0 0 0  (ONE SHIP)
4 , 0 5 0  1 , 1 1 0 , 0 0 0  (TWO SHIPS)

4 8 , 6 4 5 1 3 , 3 2 9 , 2 0 0

P E T R O  M A R I N E  W O U L D  P A Y  A P P R O X I M A T E L Y  $ 2 3 7 , 0 0 0 . 0 0  M A R I N E  T A X  T O  
TH E  S T A T E  O F  A L A S K A  IN 1994. ( $ 3 1 , 6 5 7 . 2 0  O V E R  1993)

PETRO MARINE SERVICES

Petroleum Marketing to the Marine Industry
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SEWARD TOTAL VOLUME: W H E N  THE S E W A R D  BUNKER PRICE 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, YOU CAN BUILD A  CASE T H A T  PETRO M A R I N E  M A Y  
BE A B L E  TO A T T R A C T  A D D I T I O N A L  V O L U M E  FROM THE FOUR M A J O R  L INES A N D  
O T H E R S  ( IN O T H E R  WORDS B U N K E R  FOR THE R O U N D  TRIP) . O N C E  THE 
CR U I S E  INDUSTRY SEES SEWARD AS THEIR B U N K E R  PORT, T H E N  PETRO 
M A R I N E  A L S O  HAS A N  O P P O R T U N I T Y  TO SELL S T R A I G H T  M A R I N E  D I E S E L  A T  
THE F U L L  5 CENT PER G A L L O N  TAX* ( CURRENTLY 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  OF THE S E W A R D  SAILINGS (94) IS IN THE TABLE 
B E L O W :

C R U I S E  LINE IFO 380 M A R I N E G A LLONS
TONS D I E S E L

P R I N C E S S  CRUISE 37,800 N O N E 1 0 , 3 5 7 , 2 0 0  ( C O N T R A C T
MAXIMUM)

H O L L A N D  A M E R I C A 16,380 1, 260 4,375, 000 (TViO SHIPS)
C R O W N 5,400 630 1,673,000 (ONE SKIP)
R E G E N C Y 8,100 1, 620 2,717,000 (TWO SKIPS)
OT H E R 7, 000 3,520 3 , 0 0 0,000 (THREE SHIPS)

74,600 7,030 22,622,200

PETRO M A R I N E  W O U L D  PAY A P P R O X I M A T L E Y  $ 4 7 2 , S O 0 M A R I N E  T A X  TO THE 
STATE O F  ALASKA. ( $ 2 6 7 , 2 5 2 . 2 0  O V E R  1993)

U P D A T E  T O  M A Y  1993 " 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  F O R  
B U N K E R  FUEL":

- T E S O R O  I N V E S T E D  $75,000 IN A  TRUCK R A C K  L O A D I N G  S Y S T E M  FOR
N O 6 FUEL O I L

- PETRO M A R I N E  INVESTED 3509,500 ON 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  SYSTEM TO THE A L A S K A  R A I L R O A D  DOCK.

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

4 D R IVERS
- TOTAL SALES FOR 1993 WAS 4,106,876 GALLONS, 356 T R U C K  LOADS
- THE A V E R A G E  PRICE D I F F E R E N C E  BETWEEN S E W A R D  A N D  V A N C O U V E R

FOR CH I P  BUNKERS IN 1993 WAS 6.08 C ENTS P E R  G A L L O N

IF P E T R O  M A R I N E  S E T S  A  1994 S A L E S  O B J E C T I V E  O F  1 3 , 0 0 0 , 0 0 0  G A L L O N S :

- PETRO M A R I N E  WILL H I R E  4 DOCK 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 ESORO W I L L  U P G R A D E  THE TRUCK 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  BUY 5 A D D I T I O N A L  TRUCKS A N D  E M P L O Y E E  10
A D D I T I O N A L  DRIVERS

PETRO MARINE SERVICES

Petroleum Marketing to tha Marine Industry
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W H A T  IS S H I P S  B U N K E R S ?

B U N K E R  OIL; F U E L  F O R  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  3 L E N D  O 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 .  O N  B O A R D  A  SHIP, T H E  3 L E N D  
M U S T  BE F R 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 O 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 .  I T  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  OILS, 
G A S O L I N E ,  N A P H T H A ,  X E R O 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 OCESS. 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  NC6 
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 O 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  O F  R E S I D U A L  F U E L  O I L  IS 3 R 0 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  ( N02 D I E S E L  ) O 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  3 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  3 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  (IFO) 180 A N D  IFO 380. T H E  N U M B E R S  R E F E R  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  T O  P A S S  T H R O U G H  A  M E A S U R I N G  D E V I S E .

A L A S K A ;  T E S O R O  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 E 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  B U N K E R S .  O U T S I D E  A L A S K A  IT C A N  3 E  
U S E D  F O R  R E F I N E R Y  F E E D  S T O C K  ( COKING) B O I L E R  F E E D  F O 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  O 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 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 5 %  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  T O  2 2 nd, B E C A U S E  O F  T H E  
C U R R E N T  A L A S K A  T A X  O 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 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  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  ( 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

PITRO MARINE SERVICES
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E X A M P L E  O F  T A X  P O L I C Y  O N  S H I P S  B U N K E R  S A L E S

W E S T C O A S T :  R E S I D U A L  F U E L  O I L  A N D  A N Y  B L E N D E D  V A R I E T Y  S O L D  A S  S H I P S  
B U N K E R S  IS N O 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  O 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 L E S  T A X  O 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  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  O F  H O W  TAXINC- 
P O L I C Y  C A N  I M P A C T  A  MARKET.

SOURCE: O I L  P R I C E  I N F O R M A T I O 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  B U S I N E S S  ' D R Y I N G  UP' IN C A L I F O R N I A :  J O C  R E P O R T S  

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

In l e s s  th a n  a year, s a l e s  of m a r i n e  fuel in C a l i f o r n i a  h a v e  
su n k  f r o m  4 m i l l i o n  b b l s  m o n t h l y  to 1 m i l l i o n  bbls. T h e  r e a s o n  for 
the d e c l i n e :  the s t a t e  s a les t a x  o n  [ b u n k e r ] - f u e l  p u r c h a s e s .

T h e  8 . 2 5  pet t a x  w e n t  in t o  e f f e c t  last J u l y  as a m e c h a n i s m  to 
h e l p  the s t a t e  r a i s e  m o n e y  to c l o s e  a b u d g e t  d e f i c i t .  Instead, the 
t a x  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 t i n g  the 
s t ate m o r e  t h a n  S3 m i l l i o n  in l o s t  p a y r o l l  t a x e s  a n d  o t h e r  fees, 
a c c o r d i n g  to a s t u d y  c o m m i s s i o n e d  b y  the 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 o s  A n g e l e s  o n c e  r a n k e d  w i t h  R o t t e r d a m  a n d  S i n g a p o r e  as o n e  of 
the w o r l d ' s  b i g g e s t  m a r i n e  fu e l  ports, r e p o r t s  the JOC. It 
w o u l d n ' t  m a k e  the t o p  20 today.

5 9 2 - 0 9 - 2 8  1 4 : 4 3 : 5 7  E D T
* * * C A L I ? 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. P e t e  W i l s o n  a p p r o v e d  the r e p e a l  of a m a r i n e  
fuel s a l e s  tax t h 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  cf C o m m e r c e  
r e p o r t s  in  t 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  at 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  s t a t e s , "  the g o v e r n o r  s a i d  
in a s t a t e m e n t  a n n o u n c i n g  the r e p e a l .

T he r e p e a l  w i l l  t a k e  e f f e c t  J a n u a r y  1, 1993. T h e  8 . 2 5 t a x  o n  
[bunker] f u e l  w a s  i m p o s e d  a l i t t l e  m o r e  t h a n  a y e a r  ago, as p a r t  
of a n  e f f o r t  to r a i s e  m o n e y  to c l o s e  a h u g e  s t a t e  b u d g e t  d e f i c i t ,  

T h i s  p a r t i c u l a r  t 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] fu e l  
b u s i n e s s ,  as s h i p s  b u n k e r e d  i n  a r e a s  w i t h  n o  taxes. Los A n g e l e s  
s u n k  f r o m  b e i n g  o n e  of the t o p  t h r e e  [bunker] m a r k e t s  i n  the 
c o u n t r y  to n o t  e v e n  b e i n g  in t h e  top 30, the J o u r n a l  of C o m m e r c e  
r e p o r t s .

T H E  C A L I F O R N I A  8 . 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  O F  
13%, 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. (Z.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  
IS N O  " M ARKET" P R E S E N T L Y  B U T  T H E R E  C O U L D  B E  IF T H E  A L A S K A  M A R I N E  
T A X  O 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  T O  1 C E N T  P E R  G A L L O N .  IN 
F A C T  T H E R E  IS A  G O O D  "CASE" F O R  T A X  R E V E N U E  G O I N G  U P  IF T H E  T A X  
W E R E  R E D U C E D .

PETRO MARINE SERVICES

Petroleum Marketing to tho Marino Industry
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SI 9. Propose a s ta tu to ry  or regulatory change to make m arketing of heavy fuels 
(heavy bunker oil) m ore economically competitive by elim inating or reducing the 
taxes. S tatu tory  reference AS 43.40.1 - M ay be possible to do by
regulation.

Due to the excessive tax on heavy fuels if  used instate (S2.J0), heavy fuels have 
no instate sales/useage. In 1970-72, heavy bunker fuel was sold, to a small market, for 
use instate, by such firms as Sealand In 1972, the present tax was placed on this fuel. 
All sales then ceased, and have remained non-existent since that date. Currently, there is 
the potential for a market o f these fuels in Alaska, if  the price o f the fuel can be 
competetive with prices in Canada (current fuel source). The initial potential is for  
annual sales o f 57,000,000, and employment for 7-10 Alaskans. Refineries instate do 
produce the heavy bunker fuel, and then it sell as an exported product.

MENTNG

SI 10. Change the valid timeframe of an Exploration and Reclam ation perm it from 
one y ear to five years (DNR). 11 AAC 97.300

Currently permits are only good fo r one year, and require considerable effort and 
expense in preparation. Exploration and reclamation themselves are likely to span 
several years. Requiring firms to file anew each year is an unnecessary additional 
expense both fcr the business enterprise and the State, which does not contribute to either 
the applicant or ADNR.

I f  AD NR is seeking updated information on changes, then alter the regulations 
to require notification o f any changes when and i f  changes occur from those in the 
original approved permit.

SI 11. Add a phrase to 18 AAC 80.020 so that it reads: "Toxic and O ther 
Deleterious O rganic and  Inorganic Substances -Substances shall not exceed Alaska 
D rinking W ater S tandards (18 AAC 80) o r EPA Q uality C riteria  for W ater as 
applicable to substances and use. Le.. i f  the water is not used as a public water svstem. 
IS .-L4C SO. 020 Source Protection is net the applicable use. "

This is recommended in order to get away from effective treated water at the 
source. As a result, "raw water" prior to treatment would not have to meet the same 
standards as water taken and treated for public consumption.
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TESORO BUNKER FUEL SALES 
FIVE YEARS (I9S9 - 1993)

♦ GALLONS ♦ ♦

P. 02

YEAR TESORO SHIPS OTHER SALES TOTAL

1989 2,909,928 0 2,909,928

1990 1,054,410 0 1,054,410

1991 7,167,048 0 7,167,048

1992 5,273,314 0 5,273,814

1993 8,566,782 4,219,404 12,786,186

i l X

te .

m

I&

■ FIVE YEAR AVERAGE:

5,838,277 TOTAL GALLONS/YEAR (S291.913 TAX/YEAR)
84,388 GALLONS/YEAR TO NON-TESORO xAFFILLLLTED 

CUSTOMERS

AVERAGE BUNKER FUEL CUSTOMERS 
FIVE YEARS - “ 3C R O  ALASKA

Tesoro Shies JS.JK

2 ^ ,  Other u .3«

BUNKER F U E L  S A L E S



GREATER SOLDOTNA CHAMBER OF 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 sm rll 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 willingness to purchase Bunker 
fuel in Alaska if the marine fuel tax rate is lowered; and

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

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

ADOPTED this 8th day of March, 1994 at Soldotna, Alaska.

Kurt Eriksson, Vice President
ATTEST:

Calhy M. Clark, Executive Director


