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HOUSE BILL NO. 450 INVESTMENT POOLS FOR PUBLIC ENTITIES

"An Act relating to investment pools for public entities; and providing for an effective date."
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STATE OF ALASKA

Revi%%%llDlalEe(:BlSLATIVE SESSION

FISCAL NOTE

su ND

Dept. Allected: Community & Regional Affairs

Title:
entities: and providing tor an effective date.*
Sponsor House Finance Committee

Requestor;

OPERATING FY 95 FY 96
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND &STRUCTURES

GRANTS, CLAIMS

MISCELLANEQUS

TOTAL OPERATING
CAPITAL

REVENUE FUND SOURCE:
FUNDING:

0.0

~"An Act relating to investment pools lor public

BRU:

Component;

COMPONENT SERIAL NO.

(Thousands of Dollars)

FY 97 FY 98 FY 00

FY 99

0.0 0.0 0.0 0.0

(Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current (FY94) Impact $ none
ANALYSIS:  (Attach a separate page if necessary)

0,0

Prepared by: “emond Henderson

Division: ~ Administrative Services

Approved for the Commissioner by: Bruce Geraghty
Agency.  Community & Regional Affairs

0.0 0.0 0.0 0.0

Phone: A465-4708
Date:

Date:

Director

Deputy Commissioner
J
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Alaska Permanent

Capital Management Company

900 West Fifth Avenue, Suite 701

Anchora%e, Alaska, 99501
Phone: (907) 272-7575 Fax: (907) 272-7574

November 10, 1993
TO: AMLIP Board
FROM: David A. Rose,Fmanciaf Advisor

SUBJECT: Investment Policy

We have reviewed the Pool's Investment Policy as set forth by Pool Resolution and
Alaska Statutes 37.23,

Our review ofthe above, in light of current market practices and conventions, indicates
that Pool performance could be enhanced by several technical changes. These changes
would put the Pool on a level playing field with competing money market funds.

The attached, marked up copy of the statute, sets forth the recommended changes. The
Froposed changes have been coordinated with the Commissioner of Revenue and
anguage recommended by the Commissioner has been utilized. Thus, there is full
agreement as to verhiage. A copy ofthe Commissioner's letter is attached to this

memorandum.
Technical changes are as follows:

» 37.23.0201s clarified to permit the purchase of floating rate securities, provided there
IS an annual rate reset

e 37.23.020 (3)(A) is clarified to explicitly permit the R_urchaseonankee securities
when the parent'ofa US branch bank is rated "A" or higher. The Pool currently

invests in these securities.

 Anew section 37.23.035 is added to explicitly authorize securities lending provided
collateral is provided and income from securities lending benefits Pool participants.

e 3723040 (2) Is deleted to permit the holding of larger quantities of bank issued
securities, .

The above four changes do not subject the Pool to extraordinary risk and they comport
with concepts embodied in prudent investor rules adhered to by similar funds and

Registeradvith treU' S Suritiesand Exchange Comiission



Institutions.

| urge the AMLEP Board to (? authorize these changes (2) pursue their adoption by the
state legislature and (3) amend Pool investment policy upon amendment of statute.



Alaska Permanent

Capital Management Company

900 West Fifth Avenue. Suite 701
Anchorage. Alaska . 99501
Phone: (907) 272-7575 Fax: (907) 272-7574

January 4, 19%

Representative Ronald L. Larson
House of Representatives
Committee on Finance

State Capitol

Juneau, Alaska 99801-1182

Dear Ron:

Mang thanks for sending me work draft.8-LS1413VA which makes amendments to AS
37.23. These changes will enhance the financial performance of the AML Investment

Pool.

| have carefulla/ reviewed the draft and find that it conforms, in ever res;Fe_ct, to the needs
of the Pool and to the suggestions offered by the Administration. The bill is technically ’
correct and there are, to my knowledge, no conflicts ofany kind.

We would _apBreciate sponsorship by the House Finance Committee and | will make
myselfavailable by telephone or teleconference if you have any questions or require oral
testimony. Kent Swisher, Executive Director ofthe Alaska Municipal League is also
available to assist *

| have not requested a member of the other body to introduce similar legislation. Kent
Swisher can make such arequest if you think it will be helpful or. expeditious. Please
advise him accordingly.

Fran and 1 send you and Emily warm wishes for a full year of happiness and
accomplishment.

Sincerely,

David A. Rose, Financial Adviser
Aaska Municipal League Investment Pool, Inc.

Registerad with the U.S. Sxuritiesand Exchange Commission

ftmunicipal League
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October 7, 1993

David A. Rose

Alaska Permanent Capital Management Company
900 Wkst 5th Avenue, Suite 791

Anchorage, AK 99502

Dear Dave:

I applaud your efforts to seek legislative approval for the participants of the Alaska Municipal
League Investment Pool to participate in securities lending. The Department of Revenue has a
securities lending program. This fully collateralized vehicle has been very successful and added
a considerable amount of income to the funds.

After reading your proposed language authorizing securities lending in the statutes, | have two
observations. The language would allow for “adequate collateralization or indenmification, or
both." While indemnification is inmportant, being fully collateralized at all times is a critical
component to a successful securities lending program; the proposed language makes
collateralization optional. Also, you may find being indemnified may reduce your split of the
lending proceeds and eliminate potential lending candidates that are prohibited from
indennification.

My other observation is a small one. Part of the last sentence in the proposed language states
"and shall serve to increase investment pool net yield." Irealize insuring that the participants in
the pool receive the proceeds from a lending program is important, but adding to the yield may
be inconsistent with AIMR standards for computing performance measurement.

WIth those observations in mind, the following language may be worth your consideration:

37.23.035.5 SECURITIES LENDING Securities held by an investment pool may
be loaned provided such securities are fully collateralized and collateral is safekept
by a party independent of the borrowers. Collateral must meet institutional and
prudent investor standards. All pool proceeds from securities lending shall inure
to the benefit of investment pool participants.

I concur with the other proposed language changes to the statutes. Those changes should give
the pool participants greater flexibility within very prudent standards.

ThepT. of



David A. Rose Page 2

October 6, 1993

Please accept these observations as they are given, as a positive attempt to. assist you in
achieving your goal. Iwould encourage you to call on me or Bob Storer, Chief Investrment

Cfficer, should you require assistance.

Sincerely,

Darrel J. Rexwinkel
Commissioner

DIRpm



217Second Street. Suite 200 muneau. Alaska 99801 miel (907)586-1325, Fax (907)463-5480

February 23, 1994

TO: Representative Al Vezey, Chair
and Members
House State Affairs Committee

FROM: Kent E. Swisher, Executive Director

RE: HB 450 - Relating to Investment Pools for Public Entitles

The Alaska Municipal League strongly supports HB 450, which would allow public entity
investment pools such as ihe AML Investment Pool a broader range of investment options
to enhance their financial performance. The concepts embodied in HB 450 were
suggested by Dave Rose, Investment Adviser to the AML Investment Pool, and approved

by the Pool's Board of Directors in November 1993.

As you may know, AML was instrumental in gaining passage, in 1992, of AS 37.23, the
Public Entity Investment Pool Act. AML’s Pool was organized under the Act and opened
for business in early 1993. Itis directed by a Board of Directors chaired by Jerome Selby,
AML Past President and Mayor of the Kodiak Island Borough. Dave Rose of Alaska
Permanent Capital Management Company serves as Investment Adviser.

The AML Investment Pool was organized to offer Alaska's local governments and school
districts a secure investment opportunity with a high rate of return and same-day access.
Its investment objectives are, in priority order, preservation of capital, liquidity, and a high
rate of return. As of December 1993,27 municipalities and school districts were members
of the Pool, and total Investments were nearly $30 million. Pool yields have been
competitive with alternate short-term investment options, but can be improved, according
to advisers, if the amendments proposed in HB 450 are adopted.

The proposed amendments to AS 37.23 have been coordinated with the Department of
Revenue. They clafiry the ability of the Pool to Invest In certain types of securities and
authorize the Pool to participate In securities lending, provided certain conditions are met.

AML urges your support of HB 450.

Wlegls:hta50.223

Memberof the National League of Citiesand the National Association of Counties



HOUSE COMMITTEE REPORT

/
E)gte Referred: February 9, 1994 FURTHER REFERRALS: Finance
Date of Committee Action: 3-  f
The STATE AFFAIRS Committee considered: HB 450
HOUSE BELL NO. 450 INVESTMENT POOLS FOR PUBLIC ENTITIES
"An Act relating to investment pools for public entities; and providing for an effective date."
RECOMMENDATIONS: l }the same title
be replaced with a new title
[ J have attached amendments(s)
M do pass
[ ]do not pass
[ ] no recommendations
[ ] individual recommendations
[ ] additional referral to the Committee
ADOPTS: letter of Intent
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SENATE FINANCE COMMITTEE REPORT
! (

DATE: 4/5/94 FURTHER:

DATE TURNED INTO OFFICE:.

The Finance Committee considered

"An Act relating to investment pools for public entities; and providing for an effective date."

and recommends:
[ ] same title

[ ] replace with CS (FINANCE) [ 1 new title
. technical
or [ ] adopt previous CS 1 ) t[itle] change
(HB only)

( ] attaches amendment(s)

[ ] adopts Letter of Intent

[ ] further referral to the

[ f'cfo pass
[ ] do not pass
[ ] no recommendation

[ ] individual recommendations.

NEW FISCAL NOTES ¥ _ PREVIOUS FISCAL NOTES
Department Date Zeno Fiscal Department Date Zero Fiscal
3=33*3**" mi

[ ] Appropnation No Fiscal Note
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No. 2

Bill Version: HB 450
.igéAATLEE%II:Sﬁ'A_?ISVKEASESSION FlSCAL NOTE I (B Publish Date: 3/25/94

Revision Dale: Dept. Affected: Community & Regional Affairs
Title: *An Act relating to investment pools for public  BRU:
entities: and providing for an effactive date.* ~ Component:

Sponsor House Finance Committee
Requestor: COMPONENT SERIAL NO

(Thousands of Dollars)
OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FYOO
PERSONAL SERVICES
TRAVEL ]
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL
REVENUE FUND SOURCE:

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME

TEMPORARY

Estimate of current (FY94) impact $ none

Prepared bv: “emond Henderson (A Director Phone: A465-4708
Division: ~ Administrative Services Date:
Approved for the Commissioner by: Bruce Geraghty Deputy Commissioner Date:

Agency:  Community & Regional Affairs 5
PREPARER TO PROVICEALL DISTRIBUTIONCOPIES TO GOVERNORS LEAIS ATIVECHHCE
For further distribution information call the Governor's Legislative Office

COMMITTEE COPY Page 1 of I



SENATE COMMITTEE REPORT
! FIRST COMMITTEE OF REFERft. .

DATE:

"An Act relating to investment pools for public es; and providing

for an effective date."

and recommends:
[ ]replace with

[ ]attaches amendment(s)

[ ]adopts
[ ]further referral to the

[ ]do pass
[ ]do not pass
[ Tno recommendation

[ ]individual recommendati
Department " Date

Y
-

[ ] Ap_proprialic>y No Fj/cal Note
DO PA"SS:

1 *

Chair:

[ ] same title

[ 1 new title
[ j technical
title change
HBonly)
FISCAL NOTE INFORMATION
Fiscal Department Zero Fiscal

[ ] Governor's Bill with Previous Fiscal Note* (enter information above)

OTHER RECOMMENDATIONS:

Signature and Recommendation
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Dite Referred: March 18 1094 FURTHER REFERRALS:

Date of Committee Action:

The FINANCE Committee considered: HB 453
HOUSE BILL NO. 453 TAX ON RESIDUAL MARINE EUEL OIL

"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."

RECOMMENDATIONS: i’ "flhe same title
be replaced with (> He Hoj £Hm) { ] anew tifl
} have attached amendments(s)
1/fdo pass
donotpass
no recommendations
Individual recommendations _
additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(S): ey APPROVES PREVIOUS: DentDue]
[ ] fiscal impact U L- [ ] fiscal note(s)
[vzerofiscal note 1M | ] zero fiscal note(s)
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BILL No.. HB 453

miTE%ﬂEL%FTW?%%s%SC AL NOTE

evision Dete: . . . Department Affected:  DOT&PF
lﬁt?/e: Tax on Resicual Marine Fuel Oil %ﬁq

onsor G Davis . Qm)onent:

(Juestor Component Serial Number:
OPERATING FY95 FY96 FY97 FYo8 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 i) 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 L o ! o 1 0 0 0 L 0
REVENUE FUND SOURCE I 0 0 0 0 J 0 [_ 0
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
TOTAL FUNDING: 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 (FY4) impact: O
ANALYSIS:  (Attach a separate page if necessary)
This bill will not impact DOT&PF.

Preparedy: - Roger Allington. Acting Director Phore: 4608

Division:  Rlanning- Dte:  February 17,1994

Approved by Commissioner Phore: 46301

Agency:  Department of Transportation and facilities Dotz February 23194

PREPARER TP PROV|DE _ALL DISTRIBUTION COPIES TO GOVERNOR'S,LEGI%LATIVE OFFICE
For further distribution Information call tha Governor's Legislative OPflce Lof 1
age 10



FISCAL NOTE

STATE OF ALASKA

199 LEGISLATIVE SESSION

Ravision Cate:

Titk= Tax on Resid.al Marire el Gil

Seepse g Rep. G. Davis

RegLestor: ORLS

Banditures/RevenLes:

OPERATING FYo5
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEQUS

TOTAL OPERATING 00
CAPITAL

REVENUE FUND SOURCE: Gareral

FUNDING:

10 Feckral Recelipts

1003 GF Match

1004 GF

1006 G~/Proaram Raeipts

1006 GFAVHTIA

Otrer

TOTAL 00

PCSITIONS:

FULL-TIME n
PART-TIME

TEMPORARY

Estimate of arattyear (YY) Inpect: S 00

ANALYSIS: @tacha ssarate pece ifrecesssary.)
"* See Atteded

lanyeMyars/-x g n v
Incore and Baise AditQMSn
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BILL NO. (SBBBE
Dept Al Revene
"BRU: Revenue Queratias
Gamporent:: Incore and Bcise Adit

COMPONENT SERIAL NO. 13

(Thousaros of o)
Fro7 Fres FYoo FYO0
00 00 00 00
(Thousarss of Tlas)
00 00 00 00
Frore: 466230
Date: Agil 12 194
Datzc Axill 2. 194
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For furtter distribution Infomatian clll the Covermor™s Legislatine Office
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CSHB 453 (FI , _
Tax on Residual Marine Fuel Oil

ril 12, 1
é%ge 1220f 2
Bill Analysis

This bill levies a tax on residual fuel oil used in and on passenger watercraft, namely cruise
sh||os, of 1.cent per gallon after marine fuel tax collections under AS 4340.010 (5 cénts per
gallon) derived frompassenger watercraft exceed $205,000

During the course of the ,Year, taxpayers will pay marine fuel taxes at the 5 cent per ?allon
rate on all residual fuel oil sales, Edch year, Départment of Revenue will determine fotal tax
collections derived from residual fuel oil sales and issue refunds to taxpayers on tax
collections exceeding $205,000. Refunds will be for the difference between the 5 cent per
gallon amount paid and the 1 cent per gallon levy provided under this hill.

Operating Costs

Department of Revenue does not a_nt|c!|oate that this bill will impact its operating bud%et.

Based on our_unders_tandm%, this bill will affect a very small number of faxpayers. The

Department will modify exis mg database systems to'separately account for sales and revenue
enerated from passenger watercraft and generate reports to identify sales subject to refund.
he Department will abSorh this program into its existing operating budget.

Revenue

Based on data provided by industry, tax payments on fuel sales attributable to passenger
watercraft at the current 5cent per gallon rate has hlstoncaIIY been about $205,000,
According to industry, this provision Tor the Lcent tax under this bill will result in increased
passenger watercraft fuel ol sales. However, data on additional sales that would be
generafed above the $205,000 level is. not available at this time. Additional revenue
generated from this hill will directly correspond to additional sales beyond the $205,000 level
at 1 cent per gallon.

kR VEH
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Chenoweth
Y2B/A

ddopW
CS FOR HOUSE BILL NO. 453( ) ij]

IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE -SECOND SESSION

BY

Offered:
Referred:

Sponsor(s):  REPRESENTATIVE GIDAVIS

A BILL
FOR AN ACT ENTITLED
1 "An Act establishing, for purposes of the levy and collection of the motor fuel
2 tax and for a limited period, a different tax levy on residual fuel oil used in
3 and on certain watercraft; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

5 *Section 1 (@) For purposes of calculating the tax due under AS 4340, notwithstanding

6 the rate set out in AS 4340.010(2)(2) or (b)(2), on and after the effective date of this Act and

7 until June 30, 1998, during each year beginning October 1 and ending the following

8  September 30, the rate of the tax that is (1) levied and collected on residual fuel oil sold or

9 transferred in the state and used in and on passenger watercraft, or (2) levied and collected
10 on residual fuel oil consumed by a user and used in and on passenger watercraft, is one cent
11 a gallon after revenue derived from the tax levied under AS 4340.010(3)(2) and (0)(2) on
12 passenger watercraft equals $205,000 during that year.
13 (1) The Department of Revenue shall pay as a refund to every person required by
4 AS 4340 to collect and remit the tax on residual fuel oil used in or on passenger watercraft

RN

1- CSHB 453( )
Now Text Underlined fDELETED TEXT BRACKETED]
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WORK DRAFT WORK DRAFT WORK DRAFT

and who has remitted the motor fuel tax to the state at the rate set out in AS 4340.010)(2)
or (0)(2), a refund of the difference between the tax paid to the department and the amount
of the tax required to be paid to the department at the rate set out in (@) of this section.
(©) The Department of Revenue may adopt regulations to implement this section.
(@ In this section,
() "passenger watercraft' means watercraft that are capable of carrying
passengers for hire and that are principally used for that purpose;
(&) "residual fuel oil" means the heavy refined hydrocarbon known as number
6 fuel oil that is the residue from crude oil after refined petroleum products have been
extracted by the refining process and that may be consumed or used only when sufficient heat
IS provided to the oil to reuce its viscosity rated by kinetic unit and to give it fluid properties
sufficient for pumping and combustion.

* Sec. 2 APPLICABILITY. In calculating the tax due under AS 4340 and sec. 1of this
Act for the period beginning on the effective date of this Act and ending the following
September 30, the Department of Revenue shall take into account amounts received from the
levy of the tax set out in AS 4340.010()(2) and (b)(2) on residual fuel oil used in passenger
watercraft after September 30, 1993, and before the effective date of this Act. In this section,
"passenger watercraft" and "residual fuel oil" have the meanings given in sec. 1of this Act.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

CSHB 45 ) 2

New Text Underlined [DELETED TEXT BRACKETED]



SPONSOR STATEMENT

CS for HOUSE BILL 45 )

An Act amending the mator fuel tax to establish a different tax lev
on remdug\ Hjelglluse |ré ]%gg“c\)/ré g%gr,gra ;an prowgmg%raﬁl

House Bill 453 is simple, straight forward legislation. HB 453 will attempt to
create an equal pla_ylnﬁ 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 Tefining process.,
The only applications for residual fuel gjl in Alaska are asphalt, cruise ship
fuel an relnﬁctl?nl to the P|pelme. The cruise ship industry is the prime
potential market for this fuel oll.

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 quaptities of this fuel oil are purchased in Alaska due to our
%:omp?hrattlvely high tax. Consequently the state receives minimal revenue
rom 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_Frlme economic development initiative.
It creates a market for an Alaskan eproduct
has [qreat revenue potential for the State
creates johs and Infrastructure .

reduces environmental risk - reduces unwanted emissions

| urge your favorable consideration of this legislation.



SECTIONAL ANALYSIS

CS for HOUSE BILL 45%( )

&”réﬁﬁﬁg\e&% ||n(g1I theen(]otor fuel tax to estaplish d|ffer§nt t% ;e%y

Section 1 (a)

Section 1 (b)

Section 1 (c)
Section 1 (d)

Section 2
Section 3

| US

Inand on watercraft; and providin
e PO

five ate.

Amends AS 43.40.010 by decreasing the motor fue| tax rate
on residual fuel oil from five cents'to one cent. 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 Years [evenue) in-—
revenue from the five cent a gallon rate. Also, provides a
sunset clause for June 30, 1996.

The department will reimburse the persons whq pay the
flgte _cené a gallon rate after the $205,000 threshold has been
obtained.

Grants the Department of Revenue the authority to adopt
regulations

Provides definitions for "passenger watercraft" and
"residual Fuel Oil."

Clarifies the applicability of this chapter.
Provides for an immediate effective date.



Slagéa Jotate legislature

Interim: Session:
g’(l)d Box 1A2E7 J Sta/ReKCa itol
oldotna, AK 996 uneau

(907) 262-8414 (907) 465268

Representative Gary L. Davis

SPONSOR STATEMENT

CS for HOUSE BILL 453(L&C)

"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 gil in Alaska
are asphalt, cruise ship fuel and reinjection into the pipeline.

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 the current rate of taxation on this product, Alaska's
residual fuel oil is automatically non-competitive with the same.
product available elsewhere. The cruise ship industry is the prime
potential market for this fuel oil. However, even though many ships
cruise Alaska waters durln? the summer, minimal quantities ‘of this
extremely tax sensitive fuefail are purchased in Alaska.
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 ol and benefit
Alaska's_econom¥. This legislation will increase job oPportunmes in,
‘he truckln? and Tuel industries. Simultaneousely, state revenues will
IKely remain consistent and possibly increase.

Representing House District 8 =Soldotna to Seiuard
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ALASKA TRUCKING ASSOCIATION, INC.
3443 Minnesota Drive e Anchorage. Alaska 99503 » PHONE (907) 275-1149 . FAX {907] 274.1946

March 9, 1994

ALASKA TRUCKING ASSOCIATION PGSITION PAPER

TO: RepresentativadGary Davis
an
Hsmbera of the Legislature

FROM: Frank 3. Dillon, Executive Director Alaska Trucking
Association, Inc.

RE: SUFPORT OF H.B. 453 AND 8.B. 327

On behalf of the 300-memfcer companies of Alaska Truckir_l?
Association, Inc. | ask your support for the passage of House B il
453 and corresponding Senate Bill 327.

H.B. 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 Fcr An Effective Date.* What this b ill 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 feeli, that this is exactly the sort of business risk and
economic endeavor the state of Alaska should be involved in. W
recogr.izf. there are risks involved in the worse case scenario the
state could lose revenue if fuel sales do not increase to offset
the reduction in the tax rate. We believe this is a legitimate and
reason.uble business risk for the state of Alaska to take in order
to exrand Alaska's job base and economic activity.

In 'he 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 b ill. Please support .this bill. It's a good
piece of legislation.

L £TT£g.S OP SUPPORT
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PETRO MARINE SERVICES

Petroleum Marketing to the Marine Industry

ol rSV’lV TAm'

THIS PACKET IS INFORMATION-THAT SUPPORTS
EOUSE BILL 433
AND
SENATE BILL 327

THE NEW LEVY "WILL REDUCE THE TAX EATS
ON 3UNX3R FUEL AND HELP MAKE THE PRICE OF
BUNKER FUEL IN SEWARD COMPETITIVE WITH CANADA
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PORT OF SEWARD MARKET

THE SEWARD PROGRAM: IN THE SPRING OF 1993 PETRO MARINE INVESTED
5509,500 IN A PUMPING/INLINE 3LEND SYSTEM TO.SELL SHIPS BUNKERS
IN SEWARD. PETRO MARINE ESTABLISHED THIS FIRST OF ITS KIND
FACILITY IN ALASKA AFTER PRINCESS CRUISE SIGNED A THREE YEAR
CONTRACT TO BUY A SPECIFIED MINIMUM VOLUME. PRINCESS NEEDED
BUNKERS FOR VESSEL STABILITY AND PETRO MARINE NEEDED A MINIMUM
QUANTITY FOR ITS RETURN ON INVESTMENT. DURING THE 1993 SUMMER
SEASON PETRO MARINE SOLD 4,106,876 C-ALLCNS OF BUNKERS AND PAID
$205,343.80 MARINE TAX.

THE 1594 SEASON: THE FOUR MAJOR CRUISE LINES HAVE THE FOLLOWING
EZQUIREMNET EACH SUMMER SEASON. ( ABOUT ONE HALF OF THE PRINCESS
AND HOLLAND FLEET GO TO GLACIER BAY AND THEN RETURN SOUTH)

CRUISE LINE SUMMER BUNKER CONSUMPTION
TONS GALLONS
PRINCESS CRUISE 55,35= 15,630,000 (PER LETTER)
HOLLAND AMERICA 55,000 15,070,000 (PER MEETING)
CROWN 6,030 1,680,000 (PER MEETING)
REGENCY 9,720 2,680,000 (PER LETTER)
126,605 35,110,C06
Sssasss asasasra-a
SEWARD POTENTIAL VOLUME: OF THE 94 SAILINGS INTO SEWARD, 64 ARE

BY THE ABOVE FOUR LINES. IF THE MOTOR FUEL TAX WAS REDUCED FROM
5 CENT PER GALLON TO 1.5 CENT PER GALLON, PETRO MARINE
REALISTICALLY EXPECTS TO SELL IN EXCESS C? 12,000,000 GALLONS OF
SHIPS BUNKER IN SEWARD DURING A SUMMER CRUISE SEASON. ( NOTE: THE
REDUCED TAX WOULD ONLY BE CN THE RESIDUAL PORTION (S2V)OF THE
BUNKER FUEL AND THE FULL S CENTS PER C-ALLCN CN THE DIESEL.
COMBINED TAX RATS WOULD BE 1.78 CENTS PER GALLON)

CRUISE LINE IFO 330  C-ALLCNS

TONS
PRINCESS CRUISE 37,800 10,357,200 (CONTRACT MAXIMUM)
HOLLAND AMERICA 4,095 1,122,000 (ONE SHI? IN SEWARD)
CROWN 2,700 740,000 (ONE SHIP)
REGENCY 4,050 1,110,000 (TWO SHIPS)

43,545 13,329,200

urmnmmm mpaaaivavaa

PETRO MARINE WOULD PAY APPROXIMATELY $ 237,000.00 MARINS TAX TO
THE STATE CF ALASKA 1IN 1994. ($31,657.20 OVER 1593)

PITRO MARINE 5ERV1CI5
y p—
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SEWARD TOTAL VOLUME: WHEN THE SEWARD BUNKER PRICE 15 ESTABLISHED
AS A COMPETITIVE PRICE, YOU CAN BUILD A CASS THAT PETRO MARINE MAY
32 ABLE TO ATTRACT ADDITIONAL VOLUME FROM THE FOUR MAJOR LINES AND
OTHERS ( IN OTHER WORDS BUNKER FOR THE ROUND TRIP) . ONCE THE
CRUISE INDUSTRY SEES. SEWARD AS THEIR BUNKER PORT, THEN PETRO
MARINE ALSO HAS AN OPPORTUNITY 70 SELL STRAIGHT MARINE DIESEL AT
THE FULL 5 CENT PER GALLON TAX *(C CURRENTLY PURCHASED IN CANADA)

THE FULL POTENTIAL OF THE SEWARD SAILINC-S (94) IS IN THE TABLE

BELOW:

CRUISE LINE IPC 380 MARINE C-ALLCNS

TONS DIESEL
PRINCESS CRUISE 37, SCO NONE 10,357,200 (CONTRACT

MAXIMUM)

HOLLAND AMERICA 16,380 1, 260 4,375,000 (TWO SHIPS)
CROWN 5,400 630 1,573,000 (ONE SHI?)
REGENCY 8,100 1, 520 2,717,000 (TWO SHIPS)
OTHER 7, COO 3,520 3,000,000 (THREE SHIPS)

74 ,60C 7,030 22,622,200

===99=3 asassaaoaa

PETRO MARINE WOULD PAY APPROXIMATLEY $472,500 MARINE TAX TO THE
STATE OF ALASKA. <$267,252.20 OVER 1593)

UPDATE TO MAY 1993 "PROPOSAL TO DEVELOP AN ALASKAN MARKET FOR
BUNKER FUEL"™:

- TESORO INVESTED 375,000 IN A TRUCK RACK LOADING SYSTEM FOR
NO6 FUEL OIL

- PETRO MARINE INVESTED 3509,500 CN A NEW PUMPING/INLINE
BLENDING SYSTEM TO THE ALASKA RAILROAD DOCK.

PETRO MARINE EMPLCYESD 2 DOCK WATCH OPERATORS.

WEAVER BROTHERS TRUCKING PURCHASED TWO TRUCKS AND EMPLCYEZD
4 DRIVERS

TOTAL SALES FOR 1993 WAS 4,106,376 GALLONS, 356 TRUCK LOADS

THE AVERAGE PRICE DIFFERENCE BETWEEN SEWARD AND VANCOUVER
FOR SHIP HUNKERS 1IN 1993 WAS 5.08 CENTS PER GALLON

1?7 PETRO MARINE SETS A 1994 SALES OBJECTIVE OF 13,000,000 GALLONS:

- PETRO MARINE WILL KIRS 4 DOCK WATCH OPERATORS AND A

OPERATIONS SUPERVISOR
- TESORO WILL UPGRADE THE TRUCK LOADING RATS AT THE

REFINERY BACK
- WEAVER WILL BUY 5 ADDITIONAL TRUCKS AND EMPLOYEE 10

ADDITIONAL DRIVERS

PiTXO0O MARINI 31RVKES

2ttroiunMorkerine & Mgriine moutfry
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WHAT IS SHIPS BUNK3RS?

BUNKSR OIL: FUEL FOR TANKER, CARGO OR CRUISE SHIPS DERIVED FROM
THE BLEND OF RESIDUAL FUEL OIL AND DISTILLATE OILS. THE RESULTING
BLEND IS DESCRIBED BY ITS VISCOSITY. CN BOARD A SHIP, THE BLEND
MUST BE PRS-HEATED AT THE BURNER TO REDUCE THE VISCOSITY FURTHER

FOR PROPER ATOMIZATION.

RESIDUAL FUEL OIL: GENERALLY A BLACK, THICK, VISCOUS, SEMIFLUID
MATERIAL. IT IS THE RESIDUE FROM CRUDE OIL AFTER THE LIGHT OILS,
C-ASOLINE, NAPHTHA, KZROSINE, AND MID- DISTILLATES ARE EXTRACTED
IN THE REFINING PROCESS. IT IS ALSO CALLED REDUCED CRUDE AND NOG6
FUEL OIL. RESIDUAL FUEL OIL IS LIMITED TO HEAVY COMMERCIAL AND
INDUSTRIAL USE WHERE SUFFICIENT HEAT 1S AVAILABLE TO FLUIDIZE FOR

PUMPING AND COMBUSTION.

VISCOSITY: THE VISCOUS CONDITION OF RESIDUAL FUEL OIL IS BROKEN
DOWN BY USING MID-DISTILLATES ( NO2 DIESEL ) OR OTHER VISCOSITY
BREAKERS. THE BLEND IS MEASURED BY A SPECIFIC STANDARD THAT THE
REFINING AND SHIPPING INDUSTRY HAS FOUND TO 3E THE OPTIMUM FOR
EFFICIENT COMBUSTION AND OPERATION. THE COMMON MARINE BLENDS ARE
INTERMEDIATE FUEL OIL (170) 180 jSTD TFO BBU ."THE SUWBER3 "REFER TO
THE SECONDS IT TAKES THE BLEND TO PASS THROUGH A MEASURING DEVISE.

ALASKA: TESORO IS THE ONLY ALASKA REFINER THAT MUST MARKET
RESIDUAL FUEL OIL SINCE ALL OTHERS RE-INJECT RESIDUE BACK INTO THE
ALY3SKA PIPELINE. THE ONLY APPLICATIONS FOR RESIDUAL FUEL OIL 1IN
ALASKA ARE ASPHALT AND SHIPS HUNKERS. OUTSIDE ALASKA IT CAN BE
USED FOR REFINERY FEED STOCK ( COKING) BOILER FEED FOR ELECTRIC
GENERATION AND INDUSTRIAL HEATING.

TAX ON BUNKER FUEL: THE SALE OF THIS TYPE OF MARINE FUEL CAN EASLY
BE EFFECTED SY TAXATION. THE STATE OF CALIFONIA WAS A MAJOR
SUPPLIER OF SHIPS BUNKERS UNTIL THE STATE IMPOSED A 3.23% TAX. THE
STATE HAS GONE FROM 3rd IN THE WORLD TO 22nd. BECAUSE OF THE
CURRENT ALASKA TAX OF 5 CENTS PER GALLON, THIS FUEL IS ONLY SOLD
IN ALASKA UNDER UNIQUE SITUATIONS. SEE THE ATTACHED ARTICLES

REASONS FOR BUYING BUNKERS IN ALASKA:

- VESSEL CHARTERED BY AN ALASKA COMPANY
- VESSEL REQUIRES BUNKER FOR RETURN VOYAGE ( STABILITY )

- AN EMERGENCY
- ERROR AT DEPARTURE PORT

PITRO MARINI SIRVia$S
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EXAMPLE OP TAX POLICY ON SHIPS BUNKER SALES

WESTCOAST: RESIDUAL FUEL OIL AND ANY BLENDED VARIETY SOLD AS SHIPS
BUNKERS IS NOT SUBJECT TO ANY EXCISE TAX OUTSIDE CP ALASKA.
CALIFORNIA IMPOSED A SALES TAX ON SHIPS HUNKERS AND THE MARKET
"DRIED UP". THE STORY IS AN OUTSTANDING EXAMPLE OF HOW TAXING
POLICY CAN IMPACT A MARKET.

SOURCE: OIL PRICE INFORMATION SERVICE (OPIS)
4 92-07-23 14:45:07 EDT
***MARINE FUEL BUSINESS "DRYING UP" IN CALIFORNIA: JGC REPORTS

Today"s Journal of Commerce, 1ir. a lead article, says that the
marine Tfuel business in California 1is drying up.

In less than a year, sales of marine fuel 1in California have
sunk from 4 million bbls monthly to 1 million bbls. The reason for
the decline; the state sales tax on [bunker]-fuel purchases.

The 8.25 pet tax went into effect last July as a mechanism to
help the state raise money to close a budget deficit. Instead, the
tax has driven business away from California and 1is costing the
state mere than S3 million in lost payroll taxes and other fees,
according to a study commissioned by the Pacific Merchant Shipping
Association.

Los Angeles once ranked with Rotterdam and Singapore as one of
the world®"s biggest marine fuel ports, reports the JOC. It
woulca "s£ make the top 20 today.

5 92-09-28 14 :43 :57 EDT

¢CALIFORNIA REPEALS [HUNKER] FUEL TAX

California Gcv. Pete Wilson approved the repeal of a marine
fuel sales tax that nearly devastated Southern California“®s
[bunker] market by driving away business, the Journal of Commerce
reports in today"s issue.

The tax "placed California Dbusinesses at a competitive
disadvantage with businesses in ether states,”" the governor said
in a statement announcing the repeal.

The repeal will take effect January 1, 1993. The 3.25tax on
[bunker] fuel was 1imposed a little more than a year ago, as part
of an effort to raise money to close a huge state budget deficit.

This particular tax ended up costing California [bunker] fuel
business, as ships bunkered in areas with no taxes. Los Angeles
sunk from being cr.e of the top three (bunker] markets 1in the
country to net even being in the top 30, the Journal of Commerce
reports.

THE CALIFORNIA 8.25% DROVE BUSINESS AWAY. WITH THE ALASKA RATE OF
13%, HUNKER SALES IN-STATE ARE SPECIAL CIRCUMSTANCES ONLY. (I.E
WEATHER EMERGENCIES, BALLAST NEEDS, IN-HOUSE REQUIREMENT) THERE
IS NO "MARKET"™ PRESENTLY HUT THERE COULD BE IF THE ALASKA MARINS
TAX ON HEAVY SKIPS BUNKERS WERE REDUCE TO 1 CENT PER GALLON. 1IN
FACT THERE IS A GOOD "CASE™ FOR TAX REVENUE GOING UP IF THE TAX
WERE REDUCED.

PETRO MARINI 5IRV1CES
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P.0. Box 20790

Juncnu, Alasku 99802

Phone: (907)463-2533
March 16, 1994 FAX: (907)463-3922

The Honorable Al Vezey

Chair, House State Affairs
Committee

State Capitol

Juneau, Alaska 99801-1182

Dear Mr. Chairman:

On behalf of Princess Cruises and Princess Tours | have been asked
to convey the following- quoting from a February 28, 1994, letter
to Mr. Jim Burns of Petro Marine, and signed by Stephen A. Nielsen
of Princess Cruises, which | have attached:

"Princess Cruises operates 6 cruise vessels in the Alaska cruise
trade from June through September each year. Five of these vessels
are based in Vancouver and one in San Francisco. 0Of the 5
Vancouver based vessels, 3 operate 7 day cruises across the Gulf of
Alaska between Vancouver and Seward and 2 operate 7 day cruises
round trip from Vancouver through the inside passage of Alaska.
Alaska ports of call include Ketchikan, Juneau, Skagway, Sitka and
Seward.

"We purchase the fuel oil for our ships based upon quality and
price. Fuel oil purchased 1in Vancouver 1is essentially the same
quality as that available in San Francisco, Seattle and Seward.
The price differential, due to the Alaska state motor fuel tax is,
however significant. The tax of $0.05 per gallon, which 1is
approximately equal to $13.65 per ton, makes it prohibitive to
purchase more that the minimum required 1in Seward to return to

Vancouver. Our total requirements for the 1994 Alaska cruises
season will be approximately 57,855 tons (15,680,000 gallons) for
the 6 vessels. of this amount we anticipate purchasing

approximately 9,450 tons (2,561,000 gallons) 1in Seward.

"We strongly support the proposal to reduce the Alaska state motor
fuel tax to $0.01 per gallon. This would make the cost of fuel oil
in Alaska competitive with that 1in Vancouver. This would encourage
greater purchase of fuel oil in Alaska."

In addition, | have been authorized to say that Princess will

Offiosslocatedat 311 North Franklin Street



The Honorable Al Vezey - 2 - March 16, 1994

purchase at least one third (1/3) of our fuel requirements for the
ships calling at Seward if the price and quality are competitive
with Vancouver, B.C. We can only say this for the Seward ships as
Seward is the only Alaska port with bunkering facilities.

Attachment



Princess Cruises

February 28, 1394
Ref: SAN/cjt #1612

Mr. Jim Burns

Petro Marino

2111 C Suite 600
Anchorage, Alaska 99503

Dear Jim,

Princess Cruises operates 6 cruise vessels in the Alaska cruise trade from
June through September each year. Five of these vessels are based in
Vancouver and one in San Francisco. Of the 5 Vancouver based vessels, 3
operate 7 day cruises across the Gulf of Aiaoka between Vancouver ar.d Seward
and 2 operate 7 day cruises round trip from Vancouver through the inside
passage of Alaska. That San Francisco based vessel operates 10 day round
trip cruises to the inside passage of Alaska. Alaska ports of call include
Ketchikan, Juneau, Skagway, sitka and Seward.

We purchase the fuel oil for our ships based upon quality and price. Fuel
oil purchased in Vancouver is essentially the same quality as that available
in San Francisco, Seattle and Seward. The price differential, due to the
Alaska state motor fuel tax in, however significant. The tax of $0.C5 per

gallon, which ic approximately equal to $13.65 per ton, makes it prohibitive
to purchase more than the minimum required in Seward to return to S'ancouvsr.
Our total requirements for the 1994 Alaska <cruise* season will be
approximately $7,8%S tons (15,680,000 gallons! for the $ vesaels. of this
amount we anticipate purchasing approximately 9,450 tons (2,561,000 gallons)
in Seward.

We strongly support the proposal to reduce the Alaska state motor fuel tax
to $0.01 per galLon. This would make the cost of fuel oil in A'aska

competitive with that in Vancouver. This would encourage greater purchase
of fuol oil in Alaska.

Very truly youro,

Stephen A. Nielsen
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Sponsored hy: lones

CIH OF SEWARD, ALASKA
RESOLUTION NO. %4030

. WHEREAS, residual fuel ail currently produced bx Tesoro Alaska north of Konai
Is sold as an export product due to the excessive tax on heavy fuels; and

WHEREAS, there is the potential for amarket of these fuels 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 19 and

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

WHEREAS, the initial potential is forannual sales of $7,000,000 and employment
for seven to ten Alaskans;

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY"
OF SEWARD, ALASKA, that:

.Section 1 The Seward Cit>’ Council strongly urges the Passa e of SB 327, therehy
reducing the tax on residual fuel oil used inand on watercraft of all descriptions to one

cent per gallon.

Section 2 Copies of this resolutionshall be sent to Governor Walter J. Hicke),
Senator Su/.anne Little and Representative Cary Davis.

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

PASSED AND APPROVED hy the % Council of the city of Seward, Alaska, this
14th day of March, 194,

THE CITY OF SEWARD, ALASKA

Dav, _ , 'y



I'HK v f LIIT U- KLINHi dtid dt314 t-dz-C:

DRAFT - RESOLUTION 94-01

B0ARD-OF BIRELT0RS UGNy RS e MBS el Al o

W FiEAS there Is subétantlal demand for bunker fuel by the numerous cruise ships
that cal onAIasapo

HEREhAS theo eratr of t ecrwse ShIpS purchase bunker fuel at the port where
they purchas éatth mos avora eprlce

WH REAS, the State of Alaska Ma in eIs r gallon preye ka fuel
%‘@a%t%ﬁdfméﬁ?'&%l ompe al:t;\ée It %u 1}[ a>f %ﬁ)\ﬁn gpr?sg 'USA‘ I\6)\7est
WHER % this proposed le sI lon IS not ex R]ecged to reduce State r (fvenues hut rather,
ears F% L”g ?nefate INCreas revenues 10, the State due to expected Increase In
ume of biinke ue sales at aska ports and,

WHEREAS, these | |ncr as dsales of bunker filel could otent|ab L}/ reat? H]anyas
Ive rta¥| NEW seasona enerate S 3%1 (can ncr%as Iness for t

f) S Ol‘tl ustrie cnerate Audiional ocal e Operty faxes; and
mgrsupport%) rap yexpahoqng I DUSIness on 1 %na%e%m%aand
WHEREAS, at this time, tourism is the fastest growing industry in the State of Alaska.
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%III:'HHEY URGE GE O BY THE ALASKA STATE

%?gED BY THE B%%ER KENA CHANBEE{ OF COMMERCE BOARD OF DIRECTORS
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VaIenE nds President
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A PROPOSAL
TO DEVELOP AN ALASKAN MARKET
FOR BUNKER FUEL

PREPARED MAY 1993

PETRO MARINE SERVICES
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This 1is an economic development proposal which could result: 1in
the following benefits to the State of Alaska:

1. Creation of approximately eleven full-time jobs in-
Seward (eight seasonal drivers May through September,
two dock watch operators, and one operations
supervisor), plus three jobs 1in Kenai,

2. Increased commercial trucking activity at 50,000 metric
tons or approximately 17,000,000 gallons equal 13 to 20
loads daily from May IS until September 1S,

3. Capital investment totalling $1,2 million at Seward,
$50,000 at Kenai, plus $300,000 Weaver Brothers tank

truck and trailers”,

4. Development of an in-state market for Tesoro residual
bunker fuel from the Kenai refinery. This will improve
the economics over Tesoro"s current Japanese export
sales, and will assist consumers by stabilizing Tesoro
refined products®™ cost. (This results from Tesoro
being able to market residual oil domestically in place
of exporting to foreign customers at a price
significantly lass than crude cost),

5. Provide the incentive for the cruise industry to fuel
in Alaska as opposed to foreign ports, primarily
Vancouver, B.C.

I . BACKGROUND

Cruise ships visiting Alaska utilize a very low grade of fuel oil
for propulsion. This fuei is referred to as "bunker Tfuel," which
can be handled most efficiently in the Alaskan climate curing the

summer months.

Currently, the Kenai Tsscrc refinery experts its residual bunker
fuel overseas to markets in Japan. There 1is currently no in—
state market or use for bunker fuels.

The cruise industry has historically met its demands for bunker
fuel by purchasing in Vancouver, B.C., and Seattle. Their prices
are established off Seattle postings regardless of where they

take physical delivery.

With the increase in cruise traffic to Southeast and South
Central Alaska, Petro marine Services has undertaken a determined
effort to develop a market in Alaska with the cruise industry
utilizing the Tesoro bunker fuel, which otherwise would be

shipped overseas.

This effort has resulted in serious negotiations with Princess
Cruise Lines and ether carriers,
PETRO MARINE SERVICES
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This 1is an economic development proposal which could result 1in
the following benefits to the State of Alaska:

Creation of approximately eleven full-time jobs in
Seward (eight seasonal drivers May through September,
two dock watch operators, and one operations
supervisor), plus three jobs 1in Kenai,

Increased commercial trucking activity at 50,000 metric
tons or approximately 17,000,000 gallons equal 13 to 20
loads daily from May 15 until September 15,

Capital investment totalling 51,2 million at Seward,
$50,000 at Kenai, plus $300,000 Weaver 3rcthers Tank
truck and trailers,

Development of an in-state market for Tesoro residual
bunker fuel from the Kenai refinery. This will improve
the economics over Tesoro"s current Japanese export
sales, and will assist consumers by stabilizing Tesoro
refined products”™ cost. (This results from Tesoro
being able to market residual®™ oil domestically in place
of exporting to foreign customers at a price
significantly lass than crude cost),

Provide the incentive for the cruise industry to fuel
in Alaska as opposed to foreign ports, primarily
Vancouver, B.C.

I . BACKGROUND

Cruise ships visiting Alaska utilize a very low grads of fuel oil
for propulsion. This fuel 1is referred to as "bunker fuel,"™ which
can be handled most efficiently in the Alaskan climate during the
summer months.

Currently, the Kenai Tsscrc refinery exports its residual bunker
fuel overseas to markets 1in Japan. Thera 1s currenciv no in-
state market or use for bunker* fuels.

The cruise industry has historically met its demands for bunker
fuel by tirchasing in Vancouver, B.C., and Seattle. Their prices
are established off Seattle postings regardless of where they
take physical delivery.

With the increase in cruise traffic tc Southeast and South
Central Alaska, Petro marine Services has undertaken a determined
effort to develop a market in Alaska with the cruise industry
utilizing the Tesoro bunker fuel, which otherwise would be
shipped overseas.

This effort has resulted in serious negotiations with Princess
Cruise Lines and ether carriers.
PETRO MARINE SERVICES
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-2 -
I, ECONOMIC BENEFITS

If Princess or ocher cruise lines agree tc purchase Che bunker
fuel in Alaska, chi3 would result ih capital cevelcpmenc and
cor.scruccion investment amounting to about S2.1 million. (In
Seward, ic would mean Si.2 million and three jobs. In Kenai, it
would mean $500,000 in capical 1imprcvemencs.

The product would be loaded on tanker trucks 1in Kenai and
transported to Seward.

The volume for all vessels calling in Seward is in excess of
50,000 metric tons or approximately 11,000,000 gallons annually.
This volume 1is expected to increase in future years and the trend
is toward larger vessels carrying mere people.

111. PROBLEM

The currant Alaska state motor fuel tax of $0,05/gallon is a
significant impediment to gaining the full potential of residual
fuel oil volume available at Seward.

We feel that the bulk of the tour beat fuel business calling in
Seward could be served from an Alaskan source if we can get cur
pricing within a competitive range versus Vancouver, 3.C.

Current history is shew in Exhibit 1. As you can see, o0n
average, Seward is S0.0SS7/callcn cut of line with the Vancouver

alternate. Five cents par gallon of chat difference 1is the
Alaska State tax. Discussions with potential buyers have
indicated that if we can get close to the Vancouver pricing, we
will cet the fuel business. Exhibit 2 graphs the fluctuations 1in

that price differentiai.

Relief of the tax could bring in more than five times the volume
as the Seward price is made competitive with Vancouver.

The vastly increased volume will mean economics cf scale in:

0 product cost
o freicht
o amortization cf investment

This means the supplier can lock at sharing those economies with

the customer and get very close to Vancouver economies. We car.
sell the remaining difference with superior service and product
quality. (See attached Exhibits 1, 2*and 2.)

PETRO MARINE SERVICES
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"BUNKER FUEL™ IS DISTINCT IN CHARACTER AND USAGE FROM MOTOR FUEL.
-3 -

Bunker fuels are known in the refining incuscry as residual fuel
oil. They are, just as the name implies, -he residue of the
refining process. When all cf the desirable and profitable
fuels, 1i.e., gasolines, jet fuel, diesel, and heating oil have
been removed, that is what is left.

Crude oils vary in chemical make-upand the yield and quality of
residual fuel may differ greatly from one to another. We have an
excellent example right here in Alaska;

Cock Inlet crude, cf which there id very limited supply,
will yield approximately 28.5%residual fuel oil with a

sulphur content of 0.3%. It is a very desirable crude for
this reason, but there is simply not enough available
supply.

North Slope crude, which is still available 1in great
abundance, will yield 48% residual fuel oil with a sulphur
content cf 2.5%, Unfortunately, to have almost half of
every barrel you refine ends up as a low quality fuel for
which there traditionally has been no local market, 1is a
tremendous economic -detriment for -any company to bear.
Certainly Tesoro7s earnings have reflected these economic
realities since the mid 1S807s when it switched to Alaska
North Slope crude as its primary feed stock.

The question might be asked: Why 1is there no local market for
this product? It is because the fuel 1is normally used in large
scale applications which can afford to invest in the equipment to
handle this viscous and "difficult to burn" material. Pumping
and handling of bunker fuel will require the maintenance cf tank
and pipeline temperatures of at least 120 degrees F. Atomisation
for proper combustion will require approximately 200 degrees ?.

Typically, the fuel 1is used in utilities fcr the production cf
steam to turn turbines and produce electricity. Other large
applications are paper mills, steel mills, and chemical plants.
We have little manufacturing base in the state and most of chose
that do exist are well served by convenient natural gas supplies.

PETRO MARINE SERVICES
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THE ECONOMIC OPPORTUNITY

We have before us now a rare opportunity to develop a market for
a product which 1is, currently, an economic liability to one of
two major in-state refiners. While the volume 1is no quantum leat>
solution, it is a beginning to a market that clearly has the
potential to expand.

IT we are able to achieve price competitiveness, there is no
reason that we cannot fuel the coal ships calling in Seward or
the LNG and crude vessels at Kena-i. This potential new business
opportunity need not be limited to cruise vessels.

To summarize, bunker or residual fuel oil is net a meter-fuel by
industry definition. ASTM designation and "The Manual of 0il and
C-as Terms" both define this product as heavy, high viscosity oil
used primarily in industry, in large commercial buildings, and
for the generation of electricity.

PETRO MARINE SERVICES

P~rralsun Merkering o .4die Morin* Incu:;r/
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House Bill No. 453
Statement of Legislative Intent
March a,. 1994

H.3. 453 lowers the tax rate on marine bunker fuel from $0,05. to $0,015
per gallon in an effort to establish a new Alaska market. Over 98.5% of bunker
fuel produced in Alaska 1is exported to Japan or the West Coast from Tesoro"s
Kenai refinery. The $0.05 per gallon tax prevents Alaska from servicing the
cruise ship business, as bunker fuel 1is available at other locations at lower

prices.

Total Bunker Sales; |Impact on Bill"s Financial Neutrality

A critical factor evaluated has been whether or not there will be
sufficient sales volume increases to offset the lower tax rate. There were
12 million gallons of taxable bunker fuel sold during 1993 1in Alaska. Tesoro
accounted for 2/3"s this amount, using the product as bunker fuel for its
tankers, and for sales to other transport tankers. Alaska®"s 1993 sales
generated approximately $600,000 in marine bunker fuel taxes. A reduction to
$0.01 would have reduced the tax income by $480,000 which translates into a
need for 50 Million more gallons of product sales to retain revenue

neutrality. (Note: The total in-state bunker fuel sales in 1993 represent
only 1.47% of the total produced in-state. Source: Tesoro Alaska Petroleum
Company).

Opportunity for New Market Development

Petro Marine Services has projected an expanded bunker fuel market from
the cruise ship industry if the current tax is lowered to $0,015. The
expected volumes are sufficient to offset the lower tax rate provided by this
bill making it revenue neutral as it relates to the tourist ship business.

Sale of Bunker to Tanker Ships

During the 5 years (189-1993) years, the average usage was 5.8 MM gallons
ranging from as little as 1 MM gallons (1990) to 7.1 MM gallons (1991).
Based on the five year average, the lower tax rate of $0,015 would require an
additional 15 Million or more gallons of bunker sales per year to remain
revenue neutral. Tesoro does not expect, to experience such an increase, even
if the tax rate 1is reduced. This would be equivalent to approximately
$225,000 in.lost taxes from bunkering tankers not in the cruise ship category.
This do6s not take into account the economic benefit, from the 12 new seasonal
jobs created; sales and property taxes; a major investment in facilities at
Seward; and increased freight transportation business 1in the region. It is
unclear whether these benefits will offset the less in revenue from a
reduction in tax rates to the tanker bunkering market.

Legislative Intent

IT HB 453 is enacted with a tax reduction applicable only to cruise
ships, a bill sunset 1is expected. It is the intent of the legislature to
reexamine this 1issue prior to the law"s sunset to determine if the sales
volumes have met those projected, and to evaluate the extension of the lower
tax rate to the remaining bunker fuel customers, subject to identification of
offsetting tax revenue, and or other tangible benefits, generated by the
total bunker fuel sales to tour ships, tankers, and other users.
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RESIDUAL FUEL SPECIFICATIONS: THE DEFINITION IN HOUSE 3I1LL 453 AND
SENATE BILL 327 INTENDS TO REFER TO ANY SKIPS BUNKER THAT IS A
BLEND USING RESIDUAL FUEL OIL. UNFORTUNATELY LIKE A CASTLE, ONE
MANS BUNKER OIL IS NOT THE SAME AS ANOTHER. THERE ARE MORE THAN
ONE SET OF STANDARDS FOR ENGINE OILS:

- INTERNATIONAL COUNCIL ON COMBUSTION ENGINES ( CIMAC )

- BRITISH STANDARDS INSTITUTE ( ESI )
- INTERNATIONAL STANDARDS ORGANIZATION (.1S0 )

ONE OF MANY STANDARDS GENERALLY USED TO GRADE FUELS IS ITS
VISCOSITY. ONE 0? THE INDUSTRY GRADING STANDARDS IS KINEMATIC
VISCOSITY MEASURED IN WHAT IS CALLED CENTISTCK2S (CST) . THIS IS
A MEASURE OF THE NUMBER OF SECONDS IT TAKES FOR A FUEL TO PASS
THROUGH A STANDARD DEVISE UNDER CONTROLLED TEMPERATURES. ®

THE TYPE CF FUELS THAT WOULD BE COVERED BY THIS NEW LEVY ARE FUELS
THAT ARE THE RESULT CF BLENDING RESIDUAL FUEL OIL WITH A DIESEL
OR OTHER VISCOSITY BREAKER. THE RESULTING FUEL WILL ALWAYS HAVE
A VISCOSITY GREATER THAN NOI CR NO2 DIESEL. THE FOLLOWING ARE THE
GENERALLY ACCEPTED INTERNATIONAL STANDARDS FOR THE FUELS WE ARE

TALKING ABOUT.

KINEMATIC
VIS IN CST
PRODUCT MIN  MAX
NO2 DIESEL ( CALLED 1.9 4,1 SOLD IN ALASKA AS HEATING
MARINE GAS OIL IN FUEL, MARINE DIESEL
THE MARINS FIELD)
NOI DIESEL 1.3 2.4 SOLD IN ALASKA AS HEATING
FUEL
MARINS FUELS GRADE DMB 2.5 11 CALLED MARINE GASOIL IN
DMC 14 MARINS FIELD
rua =10 S.0 10
RML -55 55
GAS TURBINE FUEL OILS 3-GT
4-GT .
FUEL OILS GRADE NO. 4 5.5 E£¥  SOMETIMES CALLED HAGO
FUEL OILS GRADE NO. 5 53 ee
FUEL OILS GRADE NO. 6 92 CALLED NOS, RESIDUAL FUEL

THE SHIPS BUNKERS THAT PETRO MARINE SELLS IN SEWARD ARE SOLD CN
VISCOSITY RATING. THE TABLE BELOW SHOWS THE AMOUNT OF NO2 DIESEL
BLENDED WITH RESIDUAL FUEL OIL TO ACHIEVE REQUESTED VISCOSITY.

REQUESTED SKIP BUNKER V. OF DIESEL
100 CST 25
160 CST 19
380 CST 8
420 CST 7
900 CST 0

PETRO MARINE SERVICES



City and Borough of Sitka

304 LAKE STREET, SITKA, ALASKA . 99835

i * V

March 9, 1994

The Honorable Bart M, Sharp, Chair
Senate Transportation Committee
Juneau, AX 99601-1182

FAX No. 465-2070

Rot SENATE BILL NO. 327

Dear Senator Sharp,

senate Bill no. 327 is a vary important issue to the City
and Borough of sitka. ir it passes we have a commitment from
Pacific Northern oil to refuel cruise shipa in Sitka. This wii
create important jobs for our community and in the long term
w ill give us significant opportunities as a change port.

we strongly urge your support of this legislation.

Sincerely

Gary axton
Administrator _
City and Borough of Sitka

cc. Senator Robin Taylor
Representative Bén Grusaendorf
Paul Puhs - Alaska Dept, cf Commerce
_ _ and.Economic Development
Eric Lind - Pacific Northern Oll
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GREATER SOLDOTNA CHAMBER OF COMMERCE
RESOLUTION NO. %-3

ARESOLUTION SUPPORTING THE ADOPTON OF SENATE BILL NO. 327
-ANACT AMENDING THE MOTOR FUEL TAXTO 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 he 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
%osmve aconomic impact to the State of Alaska and the Kenai Peninsula

orough,

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:

Cathy M. 6lark, Executive Director
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Mr. James S.BURNS To fax: (907) 561-6500
PetroMarine Servioes

3111 "QuStrest Quite SCO

Anchorage AK, 99503

SsttleFebruary 16 194

Dear Mr. SUMS

[t wa3 a pleasure meeting you Wednesda;gforwhat 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 fax on maring fuel in Alaska from 5cents per gallon to 1cant

If succesfui, this would Immediate reduce the price for Intermediate Bunker fuel with
approximately 5 10,00 ﬂer Metric Ton and this would allow Seward and other
Alaskan porta to offer shipowners an addtional or alternative bunkerchoice on

the U.S. West Coast and Britsh Columbia.

Tfaswith thispossihiliity nmind, thet leqoressmy ggareciaticnand sygportiaryour
conanuad effats nthisnattar, which nmy goininvilligreatlylarefittrotanly
treMarine I strybut maessigly so, trepeople and tre state ofAladel

Very trulyyours y /

t. pAm>*y"CerC A

Captain Willem AKOOPMAN
Director Marine Operations WSO
HOLLAND—AMERICA UNE-WESTOURS Inc.

ex. D.Grausz

300 Elliott Avenue Weit Seattle, WA 9811? o 20* * 25]-SS33 ¢ Fwi 200 » 231-7110
Lettsof SUpPpPOTIt
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Petro Marine Services
Attn: James S. Bums

Anchorage, Alaska

Dear Mr. 3ums:

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

\While researchlnﬁ available bunkering ports, we understand the Alaska Marine Tax of

five-cents per gallon is currently in effect, We understand Petro Maring Services is

leading the waly to have the tax‘reduced from Scents to Lcent; we would like to lend our

support to this effort and advise that such a reduction would piay a key role inour

gecElon ttot bunker in Alaska rather than relying 3olely on Vancauver & the primary
unker station.

Thank you for including our formal letter of support in this reduction effort's dossier."

JW.aa
cc:  P.Grant, Sr. VP Operations



REGENCY CRUISr P.i7i1301/001

RECENCY CRUISES

March 1, 1S94

Mr*. James S. Buras
PETRO KARINE SERVICES
3111 "C" Street

Suita 500

Anchorage, AK 99503

Dear Mr* Burns:

As | indicated during our meeting last month., Regency will
deploy two vessels in Alaska during the summer of 94 and |
am please to tell you ve will add a third ship in 1995.

While at present, bunkering takes place in Vancouver every
two weeks, we are very much interested in your proposal to
bunker in Seward.

However we must tell you that in order to stay competitive
With Vancouver'™s price, serious consideration must be
given to reduce the current "motor fuel tax"™ to a more
realistic figure.

To give you an indication of aur bunkering needs, on an

average the Regent Sea bunkers 450 M/T of IPO ISO and 150
M/T of MDO, the Regent Star 450 2£/T of IPO 100 and 130 K/T

ax MDO every two weeks.

We look forward to doing business with you hopefullv in
the very near future.

Sincerely.
REGENCY CRUISES

Andrew K. Horton
Manager - Port Operations

AKH/GG

tua Hw. Jw>Aw< Sot* U, POMtSim » T* (103) +7T1¥SV109 + Uktuc (3CS) 312-0004
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SI 9 Propose a statutory or regulatory chan?e_ to make_ marketing of heavy fuels

(heavy bunker oil) more economlcall)i competitive by eliminating or reducing the

%esl.a t_grt]atutory reference AS 4340. - May be possible to do by
ulation.

. Due to the excessive tax on heavyfuels if used instate SSZ.IO), heavy fuels have
no instate sales/useage. In 197072, hedvy bunkerfuel was sold, to a small market, for
use instate, by suchfirms as Sealand In 1972, the present tax was placed on thisfuel.
All sales thenceased, and have remained non-existentsince that date. Currently, there is
the potential for a_market of these fuels in Alaska, If the price_of the fuel can be
competetive with prices in Canada (current fuel source).  Tne initial potential isfor
annual sales of 37,000,000, and employment for 7-10 Alaskans. Refineries instate do
produce the heavy bunkerfuel, and then it sell as an exportedproduct.

MINING

S1'10. Change the valid timeframe of an %Ioration and Reclamation permit from
one year to five years (DNR). 11AAC 97.

Currently permits are onlyqoodfor one ){ear, and require considerable effort and
expense In preparation,  Exploration and reclamation themselves are likely to span
several years, Requiring firms tofile anew each year is an unnecessary additional
expense hothfor the husiness enterprise and the State, which does not contribute to either

the applicant or ADNR.

|f ADNR is seeking updated information on changes, then alter the requlations
to_require notification ofany changes when and if changes occur from those in the

original approvedpermit,

SI 11 Add a phrase to 18 AAC 80.020 so that it reads: "Toxic and Other
Deleterious Organic and Inorganic Substances -Substances shall not exceed Alaska
Drln_klngi Watér Standards (18 AAC &) or EPA C%uallt Criterig for Water as
applicable to substance*; and use. Le.. 1fthe water is not used as a public water svstem,
AAC 80,020 Source Protection is not the applicable use.”

This is recommended in order to get away from effective treated water at the
source. Asa result, “raw water" prior o treatmént would not have to meet the same

standards as water taken and treatedfor public consumption.



OUSE COMMITTEE REP

B%\te Referred: March 16, 19%
Date of Committeg Action: 2" //" ffV
The STATE AFFAIRS Committee considered:

HOUSE BILL NO. 453

FURTHER REFERRALS:

Finance

HB 453
TAX ON RESIDUAL MARINE FUEL OIL

"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.

ECOMMENDATIONS:
Ee_replace wﬁﬁA CS w$3C )

[ ] have attached amendments(s)
V] do pass

)donotpass

| no recommendations

| individual recommendations
| additional referral to the

ADOPTS:

ATTACHES NEW FISCAL NOTE(S): ey
(] fiscal impact
[ ] zero fiscal note

f ; tire same title
1" fa new title

Committee

|etter of Intent

APPROVES PREVIOUS:

[ ]fiscal note(s)
[<] zero fiscal note(s) fa VCti UC.

(Depl/Diic)



HOUSE COMMIVIEE JKEFUKT

Qte Referred: February 9, 1994 FURTHER REFERRALS: State Affairs
Date of Committee Action: 38// S'/ rence
The LABOR AND COMMERCE Committee considered: HB 453
HOUSE BILL NO. 453 TAX ON RESIDUAL MARINE FUEL OIL

"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."

RECOMMENDATIONS: M the same title
be replaced with CS H-6 ~/s3 ClLtc) anew title

[ ] have attached amendments(s)
do pass
donotpass
no recommendations
Individual recommendations

[ ] additional referral t0 the...........coeververvrineierrersereeeane, Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(): @) APPROVES PREVIOUS: iDeptvit)

[ ] fiscal impact [ ] fiscal note(s)




GENT DAWSON COMPANY, INC.

PO. Box 20790
Juneau, Alaska 99802
Phone: 69072 403-2533
FAX: (907) 403-3922

April 6, 1994

The Honorable Ron Larson

The Honorable Eileen MacLean

Co-Chairs, House Finance
Commi ttee

State Capitol

Juneau, Alaska 99801

Dear Mr. and Madam Chair:

On behalf of Princess Cruises and Princess Tours | have been asked
to convey the following- quoting from a February 28, 1994, |letter
to Mr. Jim Burns of Petro Marine, and signed by Stephen A. Nielsen
of Princess Cruises, which 1 have attached:

"Princess Cruises operates 6 cruise vessels in the Alaska cruise
trade from June through September each year. Five of these vessels
are based in Vancouver and one in San Francisco. 0Of the 5
Vancouver based vessels, 3 operate 7 day cruises across the Gulf of
Alaska between Vancouver and Seward and 2 operate 7 day cruises
round trip from Vancouver through the 1inside passage of Alaska.
Alaska ports of call include Ketchikan, Juneau, Skagway, Sitka and
Seward.

"We purchase the fuel oil for our ships based upon quality and
price. Fuel oil purchased 1in Vancouver 1is essentially the same
quality as that available 1in San Francisco, Seattle and Seward.
The price differential, due to the Alaska state motor fuel tax Iis,
however significant. The tax of $0.05 per gallon, which 1is
approximately equal to $13.65 per ton, makes it prohibitive to
purchase more than the minimum required 1in Seward to return to

Vancouver. Our total requirements for the 1994 Alaska cruises
season will be approximately 57,855 tons (15,680,000 gallons) for
the 6 vessels. 0Of this amount we anticipate purchasing

approximately 9,450 tons (2,561,000 gallons) 1in Seward.

"We strongly support the proposal to reduce the Alaska state motor
fuel tax to $0.01 per gallon. This would make the cost of fuel oil
in Alaska competitive with that 1in Vancouver. This would encourage
greater purchase of fuel oil 1in Alaska."”

In addition, 1 have been authori2ed to say that Princess will

offices: 1Ne Assembly Biiilding
Suite 303
211 Fourth Street



The Honorable Ron Larson
The Honorable Eileen MaclLean - 2 - April 6, 1994

purchase at least one third (1/3) of our fuel requirements for the
ships calling at Seward 1if the price and quality are competitive
with Vancouver, B.C. We can only say this for the Seward ships as
Seward 1is the only Alaska port with bunkering facilities.

Attachment
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Princess Cruises O-X.
My
Sunlit Monica
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February 28, 1994 Telex
Ref: SAN/cjt *1612 rur/miv
belax

Hr- Jim Burns

Petro Marine

3111 C Suite 500
Anchorage, Alaska 99503

Dear Jim,

Princess Cruises operates 6 cruise vessels in thB Alaska cruise trade from
June through September each year. Five of these vessels are based in
Vancouver and ona in San Francisco. Of the 5 Vancouver based vessels, 3
operate 7 day cruioos across the Gulf of Alaska between Vancouver ar.d Seward
and 2 operate 7 day cruises round trip from Vancouver through the inside
passage of Alaska. That San Francisco based vessel operates 10 day round
trip cruises to the inside passage of Alaska. Alaska ports of call include
Ketchikan, Juneau, Skagway, sltka and Seward.

We purchase the fuel oil for our ships based upon quality and price. Fuel
oil purchased in Vancouver is essentially the same quality as that available
in San Francisco, Seattle and Seward. The price differential, due to the
Alaska state motor fuel tax in, however significant. The tax of $0.05 per
gallon, which in approximately equal to $13.65 per ton, makes it prohibitive
to purchase mors than the minimum required in Seward to return to Vancouver.
Our total requirements for the 1994 Alaska cruitieB season will be
approximately $7,85S tons (15,680,000 gallons) for the 6 vessels. of this
amount wo anticipate purchasing approximately 9,450 tons (2,561,000 gallons)
in Seward.

We strongly support the proposal to reduce the Alaska state motor fuel tax

to $0.01 per gallon. * This would make the cost of fuel oil in Alaska
competitive with that in Vancouver. This would encourage greater purchase
of fuel oil in Alaska.

Very truly youro,

o —

Stephen A. Nielson

TITTCHl. Pdr:F.nmi +4.









Rty " o FINANCE,GOMMIITEEREPORT

DATE: 4/15/% 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 fax levy on residual fuel ail used in and on certain watercraft: and providing for

an effective date."

and recommends:

[ replace with  CS (FINANCE) | ] et
or[ ]adopt previous  CS { ) i) Eehc%gal
[ Jattaches amendment(s) (HB only)
[ ]adopts Letter of Intent
[ ]further referral to the
[ixfcto”pass
[ ]do not pass
[ ]no recommendation
[ ]individual recommendations
NEW FISCAL NOTES PREVIOUS FISCAL NOTES
Departent Dale Zero Fscal Department Date Zero
IDn7~

( | Aqagriation No RsaAl Note
OTHER RECQMMENDATIONS:

2 Jfow C jOs: .
ture/Recommehdation I g\llgnaturé?Recomn‘endatlorT



No. 3
Bill Version: oshb asTfFTN)

(H) Publish Date: 4/11/94

1004 T EESLA

JFGE 500 DR Tax on Residual Merine Fuel Qil
DONSOr: G. Davis
PQ"OF'

TW%'%ISCAL NOTE

DepartmentAff%cI&eﬁ; DOT&PF

Component SerlaICW\LPr(T)\ber
EXPENDITURES/REVENUES slmusandsofDoIIars
OPERATING )

FY9 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
MISCELLANEQUS 0 0 °( 0 0 0
TOTAL OPERATING: 0 0 0 0 0 0
CAPITAL
REVENUE FUND SOURCE 0 0 0 0 0 - 1
FUNDING: ((IhousandsofDoIIars
1002 FEDERAL RECEIPTS )o 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
TOTAL FUNDING: 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 (FYo4) impact: SO
ANALYSIS:  (Attach a separate page if necessary)
This bill will not impact DOT&PF.

Preparedby:  Roger Allington. Acting Director Phone: 4608

Division:  Planning Date:  February 17,194

Approved by Commissioner Phone: 46301

Agency:  Department of Transportation and RiblicWacilities Date:  February 23194

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

Page 1 of 1
COMMITTEE COPY



STATE OF ALASKA
199 LEGISLATIVE SESSION

Ravision Date:

Title: Tax on ResidLal Manna Rel Gil

Joex: Ryp. G. Davis
Requestor ORLS
Benditures/RavenLes:
OPERATING

PERSONAL SERVICES
TRAVEL

CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
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MISCELLANEQUS

TOTAL OPERATING

CAPITAL
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PART-TIME
TEMPORARY

Estimate of arattyear (YY) Inpect: S

ANALYSIS: (tiama ssarate pace ineessary.)
Sea Atteded

00

Prepared by LanvE. Movers

Agoroved by Comiissiioner  Danel J. ReavirnkeT //Z
ARy Department of Reverue

FISCAL NOTE

FYo5

Incore ad Bise AdiEOMStEN

N

NO. 2
BILL

Bl Version: cshb
(H) Publish Date: 4/13/9*

Dpot. Al Revenue

"BRU:
Carpaonent:

COMPONENT SERIAL NO.

(Thousands of lars)

FY9%6 FY97 FYo8

00 00

00 00 00 00

=

?

/

Revenue Operations

Incore ad Beise At
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0.0

Phore: 466230
Date: Aail 12,194
Cate: Axil 12.194
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CSHB 453 (FIN) .
Tax on Residual Marine Fuel Ol
April 12, 1994

Page 2 0f 2

Bill Analysis

This bill levies a tax on residual fuel oil used in and on passenger watercraft, namely cruise
ShIFS, of 1cent per gallon after marine fuel tax collections under AS 43.40.010 (5 cents per
galion) derived from passenger watercraft exceed $205,000.

During the course of the year, taxpayers will pay marine fuel caxes at the 5 cent per gallon
rate on all residual fuel oil sales. Each year, Department of Revenue will determine total tax
collections derived from residual fuel oil sales and issue refunds to taxpayers on tax
collections exceeding $205,000. Refunds will be for the difference between the 5 cent per
gallon amount paid and the 1cent per gallon levy provided under this bill.

Operating Costs

Department of Revenue does not anticipate that this bill will impact its operating bud%et.
Based on our understanding, this bill will affect a very small number of taxpayers. The

Department will modify existing database systems to separately account for sales and revenue

%enerated from passenger watercraft and generate reports to identify sales subject to refund.
he Department will absorb this program into its existing operating budget.

Revenue

Based on data provided by industry, tax payments on fuel sales attributable to passenger
watercraft at the current 5 cent per gallon rate has historically been about $205,000.
According to industry, this provision for the 1cent tax under this bill will result in increased
passenger watercraft fuel oil sales. However, data on additional sales that would he
generated above the $205,000 level is not available at this time. Additional revenue
generated from this bill will directly correspond to additional sales beyond the $205,000 level
at 1cent per gallon.



SECTIONAL ANALYSIS
CS for HOUSE BILL 4530FIN)
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Section 1 (@)

Section 1 ()

Section 10
Section 1 (0)

Section 2
Section 3

ective date.

Amends A? 4340010 b%/]decreasing the motor fuel tax yate
on residual fuel oil from five cents to one cent per_ gallon.

The decreased tax rat a%plles only to the cru_lfe shlg
Industry. However, the decreased tax rate will not appl
until tfie state has received $205,000 (last year's revenueg
In revenue from the five cent a gallon rate. Also,
provides a sunset clause for Juné 30, 1998,

The department will reimburse the persons who pay the
f%/te _cendt a gallon rate after the &05',000 threshold has been
obtained.

Grants the Department of Revenue the authority to adopt
regulations

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

Clarifies the applicability of this chapter.
Provides for an immediate effective date.



SPONSOR STATEMENT

CS for HOUSE BILL 453(HN)

"An Act amending_ the mator fuel tax to estaplish a different tax le
on residual fuel il used ngf?ggﬂ% gttgr,graft; and providing for a

House Bill 453 is simple, straight forward legislation. HB 453 will attempt to
create an equal ?Iayln% field Between Alaskd'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 Tefining 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 ail.

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 cyrrent rate of taxation, Alaska’ 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
%omp%ﬁatltvely high tax. Consequently the state receives minimal revenue
rom 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_Prlme economic development initiative.
It creates a market for an. Alaskan product
—  has ?reat revenue Potentlal for the State
creates jobs and infrastructure .
reduces environmental risk -reduces unwanted emissions

| urge your favorable consideration of this legislation.
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A PROPOSAL
TO DEVELOP AN ALASKAN MARKET
FOR HUNKER FUEL

PREPARED MAY 19S3
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This is an economic development proposal which could result 1in
Che following beneiias cc Che Stare of Alaska:

1. Creation cf approximately eleven full-time jobs in
Seward (eight seasonal drivers May through September,
two dock watch operators, and one operations
supervisor), plus three jobs in Kenai,

2. Increased commercial trucking activity at 50,000 metric
tor.3 or approximately 17,000,000 gallons equal 13 to 20
leads daily from May IS until September 1S,

3. Capital investment totalling 31,2 million at Seward,
S50,000 at Kenai, plus SS00,000 Weaver Brothers tank

truck and trailers,

4. Development cf an in-state market for Tesoro residual
bunker fuel from the Kenai refinery. This will improve
the economics ever Tesoro"s current Japanese export
sales, and will assist consumers by stabilizing Tesoro
refined products®™ cost. (This results from Tesoro
being able to market residual oil domestically in place
cf exporting to foreign customers at a price
significantly less than crude cost),

5. Provide the incentive for the cruise industry to fuel
in Alaska as opposed to foreign ports, primarily
Vanccuver, B.C.

I . BACKGROUND

Cruise ships visiting Alaska utilize a very low grade cf fuel oil
for propulsion. This fuel is referred to as "bunker fuel," which
can be handled most efficiently in che Alaskan climate during the
summer mcnchs.

Currently, che Kar.ai Tesoro refinery exports 1its residual bunker
fuel overseas to markets in Japan. Thera is currently no in—
state market or use for bunker fuels.

.ne~cruise industry has historically met its demands for bunker
fuel by purchasing in Vancouver, B.C., and Seattle. Their prices
=.rs established off Seattle postings regardless of where they
take physical delivery.

"ith the increase in cruise traffic tc Southeast and South
Central Alaska, Petro marina Services has undertaken a determined
-ifcrt tc develop a market in Alaska with the cruise 1industry
---lizir.c the Tescrc bunker fuel, which otherwise would be
snapped overseas.

-"-s effort nhas resulted ir. serious negotiations with Princess
Cruise Lines and other carriers.
PETRO MARINE SSRV1C25
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1. ZCSNCMIC BENEFITS

IfT Princess cr ether cruise lines agree tc curchase the bunker
fuel in Alaska, chi3 would result in capital development and
construction investment amounting to about 52.1 million. (In
Seward, it would mean 51.2 million and three jobs, :n .\enat, it
would mean $S00,QCG 1in caoical imorovements.

The product would be loaded on tanker trucks 1in Kenai and
transported to Seward.

The volume for all vessels calling in Seward is in excess cf
S0,000 metric tons cr approximately 17,000,0C0 gallons annually.
This volume 1is expected to increase in future years and the trend

is toward larger vessels carrying mere people.

1L PROBLEM

The current .Alaska state motor fuel tax cf S0. 0S/gallon is a
significant impediment tc gaining the full potential of residual
fuel oil volume available at Seward.

We feel that the bulk cf the tour beat fuel business calling 1in
Seward could be served from an Alaskan source if we can gee cur
pricing within a competitive range versus Vancouver, 3.C.

Current history is shew in Exhibit 1. As vcu can see, o0n
average, Seward 1is £0.0857/gsilcn cut cf line with the Vancouver
alternate. Five cents per gallon cf chat difference 1is the
Alaska State tax. Discussions with potential buyers have
indicated that if we can get close to the Vancouver pricing, we
will get the fuel business. Exhibit 2 graphs the fluctuations in

chat price differences!.

Relief cf the tax could bring in mere than five times the volume
as the Seward price is made competitive with Vancouver.

The vastly increased volume will mea~t economics of scale in

¢ product cost
c freichc
o amortization cf investment

This means the supplier can lock at sharing chose economies with

che customer and get very close to Vancouver economies. We can
sell the remaining difference with superior service and product
quality. (See attached Exhibits 1, 2 and 2.;

PETRO MARINE SERVICES
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"BUNKER JU2Ln IS DISTINCT IN OIARACTSR AND USAGE FROM MOTOR 7U2Z

-esr- removed, char 1is what ia left.

Crude oils vary in chemical make-up and che yield and cualicy cf
residual fuel may differ craacly frcm cna cc anccher. We have a:
excellent example right here in Alaska;

Ccck Inlet crude, cf which there id very limited supply,
will yield approximately 28.3% residual fuel oil with a

sulphur content cf C.2%*. It is a very desirable crude fcr
this reason, but there is simply net enough available
supply.

Worth Slope crude, which is still available in great
abundance, will yield 48% residual fuel cil with a sulphur
content cf 2.3%. Unfortunately, tc have almost half cf
every barrel you refine ends up as a low quality fuel fcr
which there traditionally has been no local market, 1is a
tremendous jacaacalie -detriment for -any company tc bear.
Certainly Tesoro"s esmincs have reflected these economic
realities since the mid 1580"s when it switched to Alaska

North Slope crude as its primary feed stock.

The question might be asked: Why 1is there no local market fow

thi3 product? It is because the fuel 1is normally used in larg
scale applications which can afford to invest in the equipmeng
handle this viscous and "difficult tc burn" material. Fumpin=
and handling cf bunker fuel will require the maintenance cf t=
and pipeline temperatures of at least 120 decraes ~?. Accmizac

>

fcr proper combustion will require approximately 200 degrees ¥
Typically, the fuel 1is used 1in utilities fcr the crcduction cf
steam to turn turbines and produce electricity. Other large
applications are paper mill3, 3tesl mills, and chemical plants.
We have little manufacturing base 1in the" state and most of those
that dc exist are well served by convenient natural gas supplies.

PETRO MARINE SERVICES
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THE ZCCNCMIC OPPORTUNITY

We have before us new a rare opportunity to develop a market
a product which 1is, currently, an economic liability to one c
two major La-state refiners.*.While the volume 1is no quantum
solution, it is a beginning to a market that clearly has the
potential to expand.

IT we are abla to achieve price competitiveness, there is no
reason that we cannot fuel the coal ships calling in Seward c
the ING and crude vessels at Kenai. This pccantial new busin
opportunity need not be limited tc cruise vessels.

Tc summarise, bunker cr residual fuel oil is net a meter fuel by
industry definition. ASTI/! designation and "The Manual of Oil and
Gas Terms"™ both define this product as heavy, high viscosity oil
used primarily in industry, 1in large commercial buildings, and
for the generation cf electricity.

PETRO MARINE SERVICES
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THIS PACKET 1S INFORMATION-THAT ST?FORTS
HOUSE SILL 453
AND
SENATE BILL 327

THE NEW LEVY WILL REDUCE THE YAH RATE
ON HUNKER FUEL AND HELP MAKE THE 2?\1CS CP
3UNKER FUEL IN SEWARD COMPETITIVE WITH CANADA
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PORT OF SEWARD MARKET

THE SEWARD PROGRAM: IN THE SPRING OF 1593 PETR# MARINE INVESTED
3509, 500 IN A PUMPING/INLINE BLIND SYSTEM TO-SELL SHIPS BUNKERS
IN SEWARD. PETRO MARINE ESTABLISHED THIS FIRST OF ITS KIND
FACILITY IN ALASKA AFTER PRINCESS CRUISE SIGNED A THREE YEAR
CONTRACT TO BUY A SPECIFIED MINIMUM VOLUME. PRINCESS NEEDED
BUNKERS FOR 7SSSSL STABILITY AND PETRO MARINE NEEDED A MINIMUM
QUANTITY FOR ITS RETURN CN INVESTMENT. DURING THE 1393 SUMMER
SEASON PETRC MARINE SOLD 4,106, 876 C-ALLCNS CF BUNKERS AND PAID

3205,243.80 MARINE TAX.

THE 1S94 SEASON: FOUR MAJOR CRUISE LINES HAVE THE FOLLOWING
P_EQUIZEMNET EACH SUMMER SEASON. ( ABOUT ONE HALF CF THE PRINCESS
AND nCLUAND FLEET GO TC GLACIER BAY AND THEN RETURN SOUTH)

SUMMER BUNKER CONSUMPTION

TONS GALLONS
PP.INCESS CRUISE =0,dZZ 1S,620,C00 (PER LETTER)
HOLLAND AMERICA 5%&9’6 15,070,000 (PER MEETING)
CROWN , 1.620.000 (PER MEETING)
REGENCY 9, 720 2.620.000 (PER LETTER)
126,605 35,116,600
SEWARD POTENTIAL VOLUME:  OF THE 94 SAILINGS INTO SEWARD, ©4 ARa

BY THE ABOVE FOUR LINES. IF THE MOTOR FUEL TAX" WAS REDUCED J-jUM

CENT aER GALLON T0 15 CENT PER GALLON, PETRC MAZ-iNE
REALISTICALLY EXPECTS TO SELL IN EXCESS CF 12,000,000 GALLONS CF
SHIPS BUNKER IN SEWARD DURING A SUMMER CRUISE SEASON. ( NOTE: THE
REDUCED TAX WCULD ONLY BE CN THE RESIDUAL PORTION (=2%)C? THi
HUNKER FUEL AND THE FULL 9_CENTS PER GALLCN CN TEa DIESEL.
[COMBINED TAX RATE wcuLD BE 1.79 CENTS PER GALLCN)

[CRUISE LINE IFC 330 GALLONS
TONS
{PRINCESS CRUISE >7,300 10,337,200 \ NTZACT MAXIMUM)
:LLAND AMERICA é,% 1,122,CQ0C (ONE SHIP 1IN SEWARD)
P.CWN , 148,88 (ONE SHI1?)
gency 4 ,05C 1, 1 ) (TWO SHIPS)
13,329,200

rITRC MARINE WCULD PAY APPROXIMATELY 5 227,0007.001 MARINE TAX! TC
1jHZ STATE CF ALASKA IN 1334. (331, 557.20 OVER -j9j)

PSTRO MARINE SERVICZS



SEWARD TOTAL VOLUME: WHEN THE SEWARD BUNKER PRICE IS ESTABLISHED
AS A COMPETITIVE PRICE, ECU CAN BUILD A CASE THAT PETRO MARINE MAY
32 .ABLE TO ATTRACT ADDITIONAL VOLUME FROM THE FOUR MAJOR LINES AND
OTHERS ( IN OTHER WORDS HUNKER -CR THE ROUND TRIP) . ONCE THE
CRUISE INDUSTRY SEES SEWARD AS THEIR BUNKER PORT, THEN PETRO
MARINE ALSO HAS AN OPPORTUNITY TO SELL STRAIGHT MARINE DIESEL AT
THE FULL 5 CENT PER GALLCN TAX" ( CURRENTLY PURCHASED IN CANADA)
THE FULL POTENTIAL OF THE SEWARD SAILINGS (S4) IS IN THE TABLE
3ELCW:

CRUISE LINE IFC 320  MARINE GALLONS
TONS DIESEL

PRINCESS CRUISE 37,5CG NCNE 10,257 ,200 (CONTRACT

MAXTMUM)

HOLLAND AMERICA 15,380 1, 250 4,875,000 (TWO SHIPS)

CRCWN 5, 400 530 1,573,000 (ONE SHI?)

REGENCY 3,-00 1, 520 2,717,000 (TWC SHIPS)

OTHER 7, 000 3,520 3,000,000 (THREE SHIPS)
74,500 7,020 22,522,200

PETRO MARINE WCULD PAY APPROXIMATLEY $472,500 MARINE TAX TO THE
STATE OF ALASKA. <$257,252.20 OVER 1553}

UPDATE TO MAY 1993 "PROPOSAL TO DEVELOP AN ALASKAN MARKET FOR
BUNKER FUEL™:

- TESORO INVESTED 375,000 IN A TRUCK RACK LOADING SYSTEM FCR
NC6 FUEL OIL

- PETRO MARINE INVESTED SEG9,300 CN A NEW PUMPING/INLINE
BLENDING SYSTEM TO THE ALASKA RAILROAD DOCK.

PETRO MARINE EMPLCYEED 2 DOCK WATCH OPERATORS.

WEAVER BROTHERS TRUCKING PURCHASED TWC TRUCKS AND EMPLCYEED
4 DRIVERS

- TOTAL SALES FOR 1392 WAS 4,105,975 GALLONS, 355 TRUCK LOADS

THE AVERAGE PRICE DIFFERENCE BETWEEN SEWARD AND VANCOUVER
FOR SHI? BUNKERS IN 1993 WAS 5.02 CENTS PER GALLCN

1?7 PETRC MARINE SETS A 1994 SALES OBJECTIVE CF 12,000,000 GALLONS:

- PETRO MARINE WILL HIRE 4 DOCK WATCH OPERATORS AND A

OPERATIONS SUPERVISOR
- TESCRC WILL UPGRADE THE TRUCK LOADING RATE AT THE

REFINERY HACK
- WEAVER WILL BUY S5 ADDITIONAL TRUCKS AND EMPLOYEE 10

ADDITIONAL DRIVERS

PSTRO MARINE SERVICES
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WHAT 23 SHIPS BUNKERS?

BUNKER OIL: FUEL FCR TANKZR, CARC-C GR CRUISE SHIPS DERIVED FROM
THE 3LZND CF RESIDUAL FUEL OIL AND DISTILLATE OILS. THE RESULTING
BLEND IS DESCRIBED BY ITS VISCOSITY. CN BOARD A SHIP, THE BLEND
MUST BE FEE-HEATED AT THE BURNER TO REDUCE THE VISCOSITY FURTHER

FCR PROPER ATOMIZATION.

RESIDUAL FUEL OIL: GENERALLY A BLACK, THICK, VISCOUS, SEMIFLUID
MATERIAL. IT IS THE RESIDUE FRCM CRUDE OIL AFTER THE LIGHT OILS,
GASOLINE, NAPHTHA, XERCSINE, AND MID- DISTILLATES ARE EXTRACTED
IN THE REFINING PROCESS. IT IS ALSO CALLED REDUCED CRUDE AND NCS
FUEL OIL. RESIDUAL FUEL OIL IS LIMITED TO HEAVY COMMERCIAL AND
INDUSTRIAL USE WHERE SUFFICIENT HEAT IS AVAILABLE TO FLUIDIZZ FCR

PUMPING AND COMBUSTION.

VISCOSITY: THE VISCOUS CONDITION CF RESIDUAL FUEL OIL IS BROKEN
DCWN 3Y USING MID-DISTILLATES ( NC2 DIESEL ) CR OTHER VISCOSITY
BREAKERS. THE BLEND 1S MEASURED BY A SPECIFIC STANDARD THAT THE
REFINING AND SHIPPING INDUSTRY HAS FOUND TO BE THE OPTIMUM FOR
EFFICIENT COMBUSTION AND OPERATION. THE COMMON MARINE BLENDS ARE
INTERMEDIATE FUEL OIL (LTD) 130 "SSD TFO BdU ."THE TTU~BERS "REFER TO
THE SECONDS IT TAKES THE BLEND TO PASS THRCUC-K A MEASURING DEVISE.

ALASKA: TSSCRC IS THE ONLY ALASKA REFINER THAT MUST MARKET
RESIDUAL FUEL OIL SINCE ALL OTHERS RE-INJECT RESIDUE BACK INTO THE
ALYZSKA PIPELINE. THE ONLY APPLICATIONS FOR RESIDUAL FUEL OIL 1IN
ALASKA ARE ASPHALT AND SHIPS HUNKERS. OUTSIDE ALASKA IT CAN HE
USED FCR REFINERY FEED STOCK ( COKING) BOILER FEED FCR ELECTRIC
GENERATION AND INDUSTRIAL HEATING.

TAX CN BUNKER FUEL: THE SALE OF THIS TYPE OF MARINE FUEL CAN EARLY
BE EFFECTED BY TAXATION. THE STATE OF CALIFONIA WAS A MAJOR
SUPPLIER CF SHIPS BUNKERS UNTIL THE STATE IMPOSED A 3 .2SA TAX. THE
STATE HAS GONE FROM 3rd IN THE WORLD TC 22r.d. BECAUSE CF THE
CURRENT ALASKA TAX CF S CENTS PER GALLCN, THIS FUEL IS ONLY SOLD
IN ALASKA UNDER UNIQUE SITUATIONS. SEE THE ATTACHED ARTICLES

REASONS FOR BUYING BUNKERS IN ALASKA:

- VESSEL CHARTERED 3Y AN ALASKA COMPANY
- VESSEL REQUIRES BUNKER FOR RETURN VOYAGE ( STABILITY )

- AN EMERGENCY
- ERROR AT DEPARTURE PORT

PETRO MARINE SERVICES
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