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IOUSE COMMITTEE REPvXT
Date Referred: March 14, 1994 FURTHER REFERRALS:

Date of Committee Action: _^ |55h4_^vw

The FINANCE Committee considered:

HOUSE BILL NO. 450 INVESTMENT POOLS FOR PUBLIC ENTITIES

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

H B  4 5 0

RECOMMENDATIONS: 
be replaced w ith_______
[ ] have attached amendments(s) 
[v f do pass 
[ ] do not pass 
[ ] no recommendations 
[ ] individual recommendations 
[ ] additional referral to th e____

[ ] the same title 
-I ] a new title

Committee

ADOPTS: letter of Intent
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[ ] fiscal impact__________________________
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1994 LEGISLATIVE SESS ION  Revision Date:___ __________________
Title:

S T A T E  O F  A L A S K A

Sponsor
Requestor:

‘ An Act relating to investment pools lor public 
entities: and providing tor an effective date.* 
House Finance Committee

FISCAL NOTE s'u  N0:
_________________ Dept. Allected: Community & Regional Affairs

BRU: _____________________________________
Component:_____________________________________

COMPONENT SERIAL NO.
(Thousands of Dollars)

OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
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:

FUNDING:______________________________________________________ (Thousands of Dollars)
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
ANALYSIS: (Attach a separate page if necessary)

f___
Prepared by: ^ em on d  Henderson Director Phone: .465-4708
Division: Administrative Services Date:
Approved for the Commissioner by: Bruce Geraghty Deputy Commissioner Date:
Agency: Community & Regional Affairs j

P R E P A R E R  T O  PR O V ID E  ALL D ISTR IBUT IO N  C O P IE S  T O  G O V E R N O R 'S  LEG ISLA T IVE  O FF IC E
F o r  fu r th e r  d is tr ib u tio n  in fo rm a tio n  c a ll th e  G o v e rn o r 's  L e g is la t iv e  O ffic e
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A l a s k a  P e r m a n e n t  

C a p i t a l  M a n a g e m e n t  C o m p a n y

900 W es t F ifth  A venue, S u ite  701 
A ncho rag e , A la s k a , 99501

Phone : (907) 272-7575 5 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 of the 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 
proposed changes have been coordinated with the Commissioner o f Revenue and 
language recommended by the Commissioner has been utilized. Thus, there is full 
agreement as to verbiage. A copy of the Commissioner's letter is attached to this 
memorandum.

Technical changes are as follows:

-» 37.23.020 is clarified to permit the purchase of floating rate securities, provided there
is an annual rate reset

• 37.23.020 (3)(A) is clarified to explicitly permit the purchase o f Yankee securities 
when the parent of a US branch bank is rated "A" or higher. The Pool currently 
invests in these securities.

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

• 37.23.040 (2) is deleted to permit the holding of larger quantities o f 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

Registered with the US Securities and Exchange Commission



institutions.

I urge the AMLEP Board to (1) authorize these changes (2) pursue their adoption by the 
state legislature and (3) amend Pool investment policy upon amendment of statute.



A l a s k a  P e r m a n e n t  

C a p i t a l  M a n a g e m e n t  C o m p a n y

Phone: (907) 272-7575

900 W es t F ifth  A venue . S u ite  701 
A n ch o rag e . A laska . 99501

Fax: (907) 272-7574

January 4, 1995

Representative Ronald L. Larson 
House of Representatives 
Committee on Finance 
State Capitol
Juneau, Alaska 99801-1182 

Dear Ron:

Many 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

I have carefully reviewed the draft and find that it conforms, in every respect, 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 of any kind.

We would appreciate sponsorship by the House Finance Committee and I will make 
myself available by telephone or teleconference if you have any questions or require oral 
testimony. Kent Swisher, Executive Director of the Alaska Municipal League is also 
available to assist “~

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

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

Pool.

Sincerely,

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

Registered with the U.S. Securities and Exchange Commission
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October 7, 1993

David A. Rose
Alaska Permanent Capital Management Company 
900 West 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, I have two 
observations. The language would allow for “adequate collateralization or indemnification, or 
both." While indemnification is important, 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 
indemnification.

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." I realize 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.

Q£»D2LH

T ^ e p T .  o f



David A. Rose 
October 6, 1993

P a g e  2

Please accept these observations as they are given, as a positive attempt to. assist you in 
achieving your goal. I would encourage you to call on me or Bob Storer, Chief Investment 
Officer, should you require assistance.

Sincerely,

Darrel J. Rexwinkel 
Commissioner

DJR:pml
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217 S econd  Street. Suite 200 ■ Juneau . Alaska 99801 ■ Tel (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. It is 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.

94legls:hb450.223

M em ber o f the National League  o f Cities a n d  the National Association o f Counties



H O U S E  C O M M IT T E E  R E P O R T

Date of Committee Action: 3- f

The STATE AFFAIRS Committee considered:

(7)
Date Referred: February 9, 1994 FURTHER REFERRALS:

HB 450

F in a n c e

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: 
be replaced w ith_______

| ] the same title 
I ] a new title

[ J have attached amendments(s)
M  do pass 
[ ] do not pass 
[ ] no recommendations 
[ ] individual recommendations
[ ] additional referral to th e_____________________________________ Committee

ADOPTS:_____________________________ letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dcpt)
[ J fiscal impact_________________________

ttSTA __________________

APPROVES PREVIOUS: (Dept/Dale)

[ ] fiscal note(s)___
[ 1 zero fiscal note(s)

SIGNING DO PASS DP OTHER RECOMMENDATIONS DNP NR AM
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S E N A T E  F I N A N C E  C O M M I T T E E  R E P O R T

! (

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:

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

[ ] adopts  _________________

[ ] further referral to th e  _

[ ✓f'cfo pass 

[ ] do not pass 

[ ] no recommendation 

[ ] individual recommendations.
NEW FISCAL NOTES *' *

Department Date Zero Fiscal

. ( F I N A N C E )  

1 )

Letter of Intent

PREVIOUS FISCAL NOTES 
Department Date

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

Zero Fiscal
3=33*3**' m i

D O  P A S S :

[ ] Appropnation No Fiscal Note

O T H E R  R E C O M M E N D A T I O N S :
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STA TE  O F  A LASKA
1994 LEG ISLATIVE S E SS IO N  

Revision Dale: __________________
Title:

FISCAL NOTE I
Bill Version: HB 450
(H) Publish Date: 3/25/94

Dept. Affected: Community & Regional Affairs_______

S po n so r
Requestor:

*An Act relating to investm en t poo ls for public BRU:
entities: and providing for an  effactive date.* Com ponent:
H o u s e  F in a n c e  C om m itte e

C OM PO N EN T SER IAL 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 R eceip ts
1003 GF Match
1004 GF
1005 GF/Program R eceip ts
1006 GF/MHTIA 
O ther
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

E s tim a te  of c u r r e n t (FY94) im p a c t $ none

P repared  bv: ^ e m o n d  H enderson (A D irec to r Phone: .465-4708
Division: Administrative Serv ices Date:
Approved for the Com m issioner by: Bruce G eragh ty Deputy C om m issioner Date:
Agency: Community & Regional Affairs -j

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

C O M M I T T E E  C O P Y  P a g e  1 o f  1



S E N A T E  C O M M I T T E E  R E P O R T

1 F I R S T  C O M M I T T E E  O F  R E F E R f t .  .

DATE:

"An Act relating to investment pools for public 
for an effective date."

and recommends:
[ ] replace with

[ ] attaches amendment(s)

[ ] adopts 
[ ] further referral to the

[ ] do pass 
[ ] do not pass 
[ ] no recommendation 
[ ] individual recommendati

Department ' Datey V//
y/

V\ t 7
. _ ... \,r/

es; and providing

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

FISCAL NOTE INFORMATION 
Fiscal D epartm ent Zero Fiscal

[ ] Approprialic>y No Fj/cal Note

DO P^SS:

1 *

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

O T H E R  R E C O M M E N D A T I O N S :

Z

C h a i r :  S ig n a t u r e  a n d  R e c o m m e n d a t i o n
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Date Referred: March 18, 1994 FURTHER REFERRALS:
Date of Committee Action:
The FINANCE Committee considered:
HOUSE BILL NO. 453

C  I O U S E  C O M M I T T E E  R E f (  T T
( 1 1 )

TAX ON RESIDUAL MARINE FUEL OIL
H B  4 5 3

"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: 
be replaced with_______ CS> He H'oj’ £Hm) [ ''flhe same title 

.1 ] a new title
[ ] have attached amendments(s) 
[i/fdo pass 
[ ] do not pass 
[ ] no recommendations 
[ ] individual recommendations 
[ ] additional referral to the____ Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s):
[ ] fiscal impact r\u L-_______

(Dept) APPROVES PREVIOUS: 
[ ] fiscal note(s)

[ \ / ( zero fiscal note 1 ^ [ ] zero fiscal note(s)
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STATE OF ALASKA
1994 LEGISLATIVE SESSION

BILL No.: HB 453

FISCAL NOTE
Revision Date: 
Title:
Sponsor
Requestor

Tax on Residual Marine Fuel Oil
G. Davis

Department Affected: DOT&PF
BRU:

Component: 
Component Serial Number:

OPERATING FY95 FY96 FY97 FY98 FY99 FYOO
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 "o 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 o 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 (FY94) impact: SO
ANALYSIS: (Attach a separate page if necessary)
This bill will not impact DOT&PF.

Prepared by: Roger Allington. Acting Director 
Division: Rlanning-
Approved by Commissioner
Agency: Department of Transportation and facilities

Phone: 465-6978
Date: February 17,1994

Phone: 465-3901
Date: February 23,1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For fu rther distribution In form ation ca ll tha Governor's Legislative O ffice
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FISCAL NOTE
1994 LEGISLATIVE SESSION
Revision Date:

Title:

STATE OF ALASKA BILL NO. CSHB 453 (FIN)

Tax on Residual Marine Fuel Oil

Dept Affected: Revenue

'BRU:

Component:

Revenue Operations

Income and Excise Audit

Sponsor:

Requestor:

Rep. G. Davis

(H) RLS

Expenditures/Revenues:

COMPONENT SERIAL NO. 

(Thousands of Dollars)

113

OPERATING FY95 FY96 FY97 FY98 FY99 FY00
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: General **• ••• •••

FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Proaram Receipts
1006 GF/MHTIA
Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:

FULL-TIME ■

PART-TIME
TEMPORARY

Estimate of current year (FY94) Impact: S 0.0

ANALYSIS: (Attach a separate page if necessary.) 

"* See Attached

prepared oy: 

Division:

Larry e. Meyers /-x g n v

Income and Excise Aydit-Qlvis)pn — r ~
Approved by Commissioner Darrel J. Rexwlnke7 / / / ,
Agency:

■■■" ■" 1 " 7o r
Department of Revenue /  ^

Phone: 465-2320

Date: April 12. 1994

Data: April 12. 1994

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

(n»v ii/93) Miiicii.ntaflii Page 1 of 2
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CSHB 453 (FIN)
Tax on Residual Marine Fuel Oil 
April 12, 1994 
Page 2 of 2

Bill Analysis

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

During the course of the year, taxpayers will pay marine fuel taxes 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 1 cent per gallon levy provided under this bill.

Operating Costs

Department of Revenue does not anticipate that this bill will impact its operating budget.
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 
generated from passenger watercraft and generate reports to identify sales subject to refund. 
The Department will absorb this program into its existing operating budget.

R e v e n u e

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 1 cent tax under this bill will result in increased 
passenger watercraft fuel oil sales. However, data on additional sales that would be 
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 1 cent per gallon.

lp&:cjhW53.»H
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W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

d d o p W
CS FOR HOUSE BILL NO. 453( ) jij j

IN THE LEGISLATURE OF THE STATE OF ALASKA 
EIGHTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVE GJDAVIS

A BILL 
FOR AN ACT ENTITLED 

"An Act establishing, for purposes of the levy and collection of the motor fuel 
tax and for a limited period, a different tax levy on residual fuel oil used in 
and on certain watercraft; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. (a) For purposes of calculating the tax due under AS 43.40, notwithstanding 

the rate set out in AS 43.40.010(a)(2) or (b)(2), on and after the effective date of this Act and 
until June 30, 1998, during each year beginning October 1 and ending the following 
September 30, the rate of the tax that is (1) levied and collected on residual fuel oil sold or 
transferred in the state and used in and on passenger watercraft, or (2) levied and collected 
on residual fuel oil consumed by a user and used in and on passenger watercraft, is one cent 
a gallon after revenue derived from the tax levied under AS 43.40.010(a)(2) and (b)(2) on 
passenger watercraft equals $205,000 during that year.

(b) The Department of Revenue shall pay as a refund to every person required by 
AS 43.40 to collect and remit the tax on residual fuel oil used in or on passenger watercraft

-1 - C SH B  453 ( )
N ow  T e x t  U n d e r l i n e d  fD E L E T E D  TEXT BRA C K E TE D ]
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and who has remitted the motor fuel tax to the state at the rate set out in AS 43.40.010(a)(2) 
or (b)(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 (a) of this section.

(c) The Department of Revenue may adopt regulations to implement this section.
(d) In this section,

(1) "passenger watercraft" means watercraft that are capable of carrying 
passengers for hire and that are principally used for that purpose;

(2) "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 reduce 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 43.40 and sec. 1 of 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 43.40.010(a)(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. 1 of this Act.

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

CSHB 453( ) -2-
N ew  T e x t  U n d e r l i n e d  [ D ELETED  TEXT BRACKETED]



SPONSOR STATEMENT

CS for HOUSE BILL 453( )
’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 w ill attempt to 
create an equal playing field between Alaska's residual fuel oil industry and 
their counterparts in the Lower 48 and Canada.
Residual fuel oil is the residue from crude oil after the light oils, gasoline, 
naptha, kerosine, and mid-distillates are extracted in the refining process.
The only applications for residual fuel oil in Alaska are asphalt, cruise ship 
fuel and reinjection into the pipeline. The cruise ship industry is the prime 
potential market for this fuel oil.
This product is subject to the State's motor fuel tax. The tax rate for residual 
fuel oil is five cents per gallon.
As a result o f this product's current rate of taxation, Alaska's residual fuel oil 
is automatically non-competitive with the same product available elsewhere. 
Though many ships cruise Alaska waters during the summer tourist season, 
minimal quantities of this fuel oil are purchased in Alaska due to our 
comparatively high tax. Consequently the state receives minimal revenue 
from the tax.
House Bill 453 w ill reduce the tax rate levied on the sale of residual fuel oil, 
which w ill stimulate sales of residual fuel oil and benefit Alaska's economy, 
while simultaneously guaranteeing consistent revenues to the state treasury. 
This legislation w ill increase job opportunities in the trucking and fuel 
industries, thus benefitting the Alaska economy.
This bill is a prime economic development initiative.

it creates a market for an Alaskan product 
has great revenue potential for the State 
creates jobs and infrastructure
reduces environmental risk - reduces unwanted emissions 

I urge your favorable consideration of this legislation.



SECTIONAL ANALYSIS

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

effective date.

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

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

Section 1 (c) 

Section 1 (d)

Grants the Department of Revenue the authority to adopt 
regulations
Provides definitions for "passenger watercraft" and 
"residual Fuel Oil."

Section 2 
Section 3

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



Slag&a Jstate legislature
Interim:
P.O. Box 1287 
Soldotna, AK 996(59 
(907) 262-8414

Representative Gary L. Davis

Session: 
State Capitol 

Juneau, AK 99801 
(907) 465-2698

SPONSOR STATEMENT

CS fo r  HOUSE BILL 453(L&C)

"A n A ct am en d in g  th e  m o to r fuel tax  to  e s ta b l i s h  a  d iffe ren t 
ta x  levy  o n  re s id u a l fu e l oil u s e d  in an d  o n  w a te rc ra f t;  a n d  

p ro v id in g  fo r an  e ffe c tiv e  d a te ."

H ouse Bill 453 is simple, straight forward legislation. HB 453 will 
a ttem p t to c rea te  an equal playing field between A laska's residual fuel 
oil industry and their counterparts in the Lower 48 and C anada.

Residual fuel oil is the residue from crude oil after the light oils, 
gasoline, naptha, kerosine, and mid-distillates a re  ex tracted in the 
refining process. The only applications for residual fuel oil in A laska 
a re  asphalt, cruise ship fuel and reinjection into the pipeline.

This product is subject to the S tate's motor fuel tax. The tax rate for 
residual fuel oil is five cen ts per gallon.

As a  result of the current rate of taxation on this product, Alaska's 
residual fuel oil is automatically non-competitive with th e sam e 
product available elsewhere. The cruise ship industry is the prime 
potential m arket for this fuel oil. However, even though many sh ips 
cru ise A laska w aters during the summer, minimal quantities of this 
extremely tax  sensitive fuef oil a re purchased in Alaska.
Consequen tly  the s ta te  receives minimal revenue from the tax.

H ouse Bill 453 will reduce the tax rate levied on the sa le  of residual 
fuel oil, which will stimulate sa le s  of residual fuel oil and benefit 
A laska's economy. This legislation will increase job opportunities in 
the trucking and  fuel industries. Simultaneousely, s ta te  revenues will 
likely remain consisten t and possibly increase.

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

March 9, 1994

ALASKA TRUCKING ASSOCIATION POSITION PAPER

TO: Representativa Gary Davis
and

H sm bera  of the Le g is la tu re

FROM: Frank J .  D illo n , Executive D irec to r A laska Trucking
A sso c ia tion , In c .

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

On behalf of the 300-memfcer companies of A laska Trucking 
A sso c ia tio n , In c . I ask your support fo r the passage of House B i l l  
453 and corresponding Senate B i l l  327.

H .B. 453 e n tit le d  "An Act Amending Motor Fuel Tax To E s ta b lis h  A 
D iffe re n t Levee on the Residual Fuel O il Used In  and On Water C ra ft 
and Provid ing Fcr An E ffe c t iv e  Date.'* What th is  b i l l  b a s ic a l ly  
does i s  reduce the tax  on heavy bunker fue l from 5-cents a g a llo n  
to 1-cent a ga llon .

The reason th is  le g is la t io n  i s  needed i s  to bring  the bunker fu e l 
p rice  down so that we can compete in  s e l l in g  fu e l to c ru ise  sh ip s 
which v i s i t  Alaska p o rts . C u rren tly , v i r t u a l l y  a l l  the fu e l burned 
in  A la ska 's  waters i s  purchased in  B r i t i s h  Columbia. R e f in e rs , who 
as part of the re fin in g  process are le f t  w ith  the heavy bunker fue l 
cu rre n tly  have l i t t l e  or no market in  A laska fo r that fu e l .

ATA fe e li, that th is  i s  e xac tly  the so rt of business r i s k  and 
economic endeavor the s ta te  of Alaska should be invo lved  in .  We 
recogr.izf. there are r is k s  involved in  the worse case scenario  the 
s ta te  could lose revenue i f  fue l sa le s  do not increase  to o f fs e t  
the reduction in  the tax ra te . We b e lieve  th is  i s  a le g it im a te  and 
reason.uble business r is k  fo r the s ta te  of A laska to take in  order 
to exrand A la ska 's  job base and economic a c t iv i t y .

In  '.he trucking  area alone we be lieve tha t the increased  sa le s 
a c t iv i t y  w i l l  re su lt  in  15-25 new and good paying jobs in  A la ska ’ s 
truck ing  in d u stry .

P lease move th is  b i l l .  P lease support .th is  b i l l .  I t ' s  a good 
piece of le g is la t io n .

L  £ T T £ g . S  O P  SU PPO R T
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PETRO MARINE SERVICES
Petroleum Marketing to the Marine Industry
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T H I S  P A C K E T  IS I N F O R M A T I O N - T H A T  S U P P O R T S  
E O U S E  B I L L  433 

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

‘T H E  N E W  L E V Y  "WILL ‘R E D U C E  T H E  T A X  E A T S  
O N  3 U N X 3 R  F U E L  A N D  H E L P  M A K E  T H E  P R I C E  O F  

B U N K E R  F U E L  I N  S E W A R D  C O M P E T I T I V E  W I T H  C A N A D A
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TH E  S E W A R D  P R O G R A M :  I N  T H E  S P R I N G  O F  1993 P E T R O  M A R I N E  I N V E S T E D  
5 5 0 9 , 5 0 0  IN A  P U M P I N G / I N L I N E  3L E N D  S Y S T E M  T O . S E L L  S H I P S  B U N K E R S  
IN SEWARD. P E T R O  M A R I N E  E S T A B L I S H E D  T H I S  F I R S T  O F  ITS K I N D  
F A C I L I T Y  IN A L A S K A  A F T E R  P R I N C E S S  C R U I S E  S I G N E D  A  T H R E E  Y E A R  
C O N T R A C T  TO  B U Y  A  S P E C I F I E D  M I N I M U M  V O L U M E .  P R I N C E S S  N E E D E D  
B U N K E R S  F O R  V E S S E L  S T A B I L I T Y  A N D  P E T R O  M A R I N E  N E E D E D  A  M I N I M U M  
Q U A N T I T Y  F O R  ITS R E T U R N  O N  I N V E S T M E N T . D U R I N G  T H E  1993 S U M M E R  
S E A S O N  P E T R O  M A R I N E  S O L D  4 , 1 0 6 , 8 7 6  C-ALLCNS O F  B U N K E R S  A N D  P A I D  
$ 2 0 5 , 3 4 3 . 8 0  M A R I N E  TAX.

THE 1594 S E A S O N :  T H E  F O U R  M A J O R  C R U I S E  L I N E S  H A V E  T H E  F O L L O W I N G  
E Z Q U I R E M N E T  E A C H  S U M M E R  SEASON. ( A B O U T  O N E  H A L F  O F  T H E  P R I N C E S S  
A N D  H O L L A N D  F L E E T  G O  T O  G L A C I E R  B A Y  A N D  T H E N  R E T U R N  SOUTH)

C R U I S E  L I N E

P O R T  O F  SEW A RD  M A R K ET

P R I N C E S S  C R U I S E  
H O L L A N D  A M E R I C A  
C R O W N  
R E G E N C Y

S E W A R D  P O T E N T I A L  V O L U M E :  O F  T H E  94 S A I L I N G S  I N T O  S E W A R D ,  64 A R E
B Y  T H E  A B O V E  F O U R  L I N E S .  IF T H E  M O T O R  F U E L  T A X  W A S  R E D U C E D  F R O M  
5 C E N T  P E R  G A L L O N  T O  1.5 C E N T  P E R  G A L L O N ,  P E T R O  M A R I N E  
R E A L I S T I C A L L Y  E X P E C T S  T O  S E L L  IN  E X C E S S  C ?  1 2 , 0 0 0 , 0 0 0  G A L L O N S  O F  
S HIPS B U N K E R  I N  S E W A R D  D U R I N G  A  S U M M E R  C R U I S E  S E A S O N .  ( N O T E :  T H E  
R E D U C E D  T A X  W O U L D  O N L Y  B E  C N  T H E  R E S I D U A L  P O R T I O N  (S2V ) O F  T H E  
B U N K E R  F U E L  A N D  T H E  F U L L  S C E N T S  P E R  C-ALLCN C N  T H E  D I E S E L .  
C O M B I N E D  T A X  R A T S  W O U L D  B E  1.78 C E N T S  P E R  G A L L O N )

CRUISE LINE

P R I N C E S S  C R U I S E  
H O L L A N D  A M E R I C A  
C R O W N  
R E G E N C Y

PETRO M A R I N E  W O U L D  P A Y  A P P R O X I M A T E L Y  $ 2 3 7 , 0 0 0 . 0 0  M A R I N S  T A X  T O  
T H E  S T A T E  C F  A L A S K A  IN  1994. ( $ 3 1 , 6 5 7 . 2 0  O V E R  1593)

IFO 330 C-ALLCNS 
T O N S

3 7 , 8 0 0 1 0 , 3 5 7 , 2 0 0 ( C O N T R A C T  M A X I M U M )
4 , 0 9 5 1, 1 2 2 , 0 0 0 (ONE S H I ?  IN SEWARD)
2 ,700 7 4 0 , 0 0 0 (ONE SHIP)
4 ,050 1 , 1 1 0 , 0 0 0 (TWO SHIPS)

4 3 , 5 4 5 1 3 , 3 2 9 , 2 0 0
urnmmmm ■ aaaaivavaa

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

55 , 3 5 =  1 5 , 6 3 0 , 0 0 0  (PER LETTER)
55 , 0 0 0  1 5 , 0 7 0 , 0 0 0  (PER M E E T I N G )
6,030 1 , 6 8 0 , 0 0 0  (PER M E E T I N G )
9,720 2 , 6 8 0 , 0 0 0  (P E R  LETTER)

1 2 6 , 6 0 5  3 5 , 1 1 0 , COG
Sssasss a s a s a s r a - a

PITRO MARINE 5ERV1CI5

^  X- I . ---
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S E W A R D  T O T A L  VOLUME: W H E N  T H E  S E W A R D  B U N K E R  P R I C E  15 E S T A B L I S H E D  
AS A  C O M P E T I T I V E  PRICE, Y O U  C A N  B U I L D  A  C A S S  T H A T  P E T R O  M A R I N E  M A Y  
32 A B L E  T O  A T T R A C T  A D D I T I O N A L  V O L U M E  F R O M  T H E  F O U R  M A J O R  L I N E S  A N D  
O T H E R S  ( IN O T H E R  W O R D S  B U N K E R  F O R  T H E  R O U N D  T R IP) . O N C E  T H E  
C R U I S E  I N D U S T R Y  SEES. S E W A R D  A S  T H E I R  B U N K E R  PORT, T H E N  P E T R O  
M A R I N E  A L S O  H A S  A N  O P P O R T U N I T Y  7 0  S E L L  S T R A I G H T  M A R I N E  D I E S E L  A T  
THE F U L L  5 C E N T  P E R  G A L L O N  T A X ’ ( C U R R E N T L Y  P U R C H A S E D  IN  C A N A D A )  .
T H E  F U L L  P O T E N T I A L O F  T H E S E W A R D  S A I L INC-S (94) IS  IN T H E  T A B L E
BELOW:

C R U I S E  L I N E I P C  38 0 M A R I N E C-ALLCNS
T O N S D I E S E L

P R I N C E S S  C R U I S E ‘37, SCO N O N E 1 0 , 3 5 7 , 2 0 0  ( C O N T R A C T
M A X I M U M )

H O L L A N D  A M E R I C A 1 6 , 3 8 0 1, 260 4 , 3 7 5 , 0 0 0  (TWO SH I P S )
C R O W N 5, 400 630 1 , 5 7 3 , 0 0 0  (ONE SHI?)
R E G E N C Y 8,100 1, 520 2 , 7 1 7 , 0 0 0  (TWO SH I P S )
O T H E R 7, COO 3 , 5 2 0 3 , 0 0 0 , 0 0 0  ( T H R E E  SHIPS)

7 4 , 60C 7 , 0 3 0 2 2 , 6 2 2 , 2 0 0
= = =99=3 a s a s s a a o a a

P E T R O  M A R I N E  W O U L D  P A Y  A P P R O X I M A T L E Y  $ 4 7 2 , 5 0 0  M A R I N E  T A X  T O  T H E  
S T A T E  O F  A L A S K A .  < $ 2 6 7 , 2 5 2 . 2 0  O V E R  1593)

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

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

- P E T R O  M A R I N E  I N V E S T E D  3 5 0 9 , 5 0 0  C N  A  N E W  P U M P I N G / I N L I N E
B L E N D I N G  S Y S T E M  T O  T H E  A L A S K A  R A I L R O A D  D O C K .

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

4 D R I V E R S
- T O T A L  S A L E S  F O R  1993 W A S  4 , 1 0 6 , 3 7 6  G A L L O N S ,  3 5 6  T R U C K  L O A D S
- T H E  A V E R A G E  P R I C E  D I F F E R E N C E  B E T W E E N  S E W A R D  A N D  V A N C O U V E R

F O R  S H I P  H U N K E R S  I N  1 9 9 3  W A S  5.08 C E N T S  P E R  G A L L O N

I? P E T R O  M A R I N E  S E T S  A  19 9 4  S A L E S  O B J E C T I V E  O F  1 3 , 0 0 0 , 0 0 0  G A L L O N S :

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

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

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

PiTXO M A R I N I  31RVKE5

?ttroi>um Morkcrinc ‘o Mgrine mcutfrv
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W H A T  IS S H I P S  B U N K 3 R S ?

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

R E S I D U A L  F U E L  OIL: G E N E R A L L Y  A  B L A C K ,  THICK, V I S C O U S ,  S E M I F L U I D  
M A T E R I A L .  IT IS T H E  R E S I D U E  F R O M  C R U D E  O I L  A F T E R  T H E  L I G H T  OILS, 
C-ASOLINE, N A P H T H A ,  K Z R O S I N E ,  A N D  M I D -  D I S T I L L A T E S  A R E  E X T R A C T E D  
IN  T H E  R E F I N I N G  P R O C E S S .  IT IS A L S O  C A L L E D  R E D U C E D  C R U D E  A N D  N 0 6  
F U E L  OIL. R E S I D U A L  F U E L  O I L  IS L I M I T E D  T O  H E A V Y  C O M M E R C I A L  A N D  
I N D U S T R I A L  U S E  W H E R E  S U F F I C I E N T  H E A T  IS A V A I L A B L E  T O  F L U I D I Z E  F O R  
P U M P I N G  A N D  C O M B U S T I O N .

V I S C O S I T Y :  T H E  V I S C O U S  C O N D I T I O N  O F  R E S I D U A L  F U E L  O I L  IS B R O K E N  
D O W N  B Y  U S I N G  M I D - D I S T I L L A T E S  ( N 0 2  D I E S E L  ) O R  O T H E R  V I S C O S I T Y  
B R E A K E R S .  T H E  B L E N D  IS M E A S U R E D  B Y  A  S P E C I F I C  S T A N D A R D  T H A T  T H E  
R E F I N I N G  A N D  S H I P P I N G  I N D U S T R Y  H A S  F O U N D  T O  3 E  T H E  O P T I M U M  F O R  
E F F I C I E N T  C O M B U S T I O N  A N D  O P E R A T I O N .  T H E  C O M M O N  M A R I N E  B L E N D S  A R E  
I N T E R M E D I A T E  F U E L  O I L  (170) 180 jSTD T F O  B B U  . "THE ’S U W B E R 3  "REFER T O  
T H E  S E C O N D S  IT T A K E S  T H E  B L E N D  T O  P A S S  T H R O U G H  A  M E A S U R I N G  D E V I S E .

A L A S K A :  T E S O R O  IS T H E  O N L Y  A L A S K A  R E F I N E R  T H A T  M U S T  M A R K E T
R E S I D U A L  F U E L  O I L  S I N C E  A L L  O T H E R S  R E - I N J E C T  R E S I D U E  B A C K  I N T O  T H E  
A L Y 3 S K A  P I P E L I N E .  T H E  O N L Y  A P P L I C A T I O N S  F O R  R E S I D U A L  F U E L  O I L  IN  
A L A S K A  A R E  A S P H A L T  A N D  S H I P S  H U N K E R S .  O U T S I D E  A L A S K A  IT C A N  B E  
U S E D  F O R  R E F I N E R Y  F E E D  S T O C K  ( C O K I N G )  B O I L E R  F E E D  F O R  E L E C T R I C  
G E N E R A T I O N  A N D  I N D U S T R I A L  H E A T I N G .

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

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

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

P IT R O  M A R IN I S IR V ia S
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E X A M P L E  O P  T A X  P O L I C Y  O N  S H I P S  B U N K E R  S A L E S

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

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

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

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

T h e  8 . 2 5  p e t  t a x  w e n t  i n t o  e f f e c t  la s t  J u l y  as a m e c h a n i s m  to 
h e l p  the s t a t e  r a i s e  m o n e y  to c l o s e  a b u d g e t  d e f i c i t .  I n s t e a d ,  t h e  
t a x  has d r i v e n  b u s i n e s s  a w a y  f r o m  C a l i f o r n i a  a n d  is c o s t i n g  the 
s t a t e  m e r e  t h a n  S3 m i l l i o n  i n  l o s t  p a y r o l l  t a x e s  a n d  o t h e r  fees, 
a c c o r d i n g  to a s t u d y  c o m m i s s i o n e d  b y  the P a c i f i c  M e r c h a n t  S h i p p i n g  
A s s o c i a t i o n .

L o s  A n g e l e s  o n c e  r a n k e d  w i t h  R o t t e r d a m  a n d  S i n g a p o r e  as o n e  o f  
the w o r l d ' s  b i g g e s t  m a r i n e  f u e l  po r t s ,  r e p o r t s  the JOC. It 
w o u l c a '•£ m a k e  t h e  t o p  20 today.

5 9 2 - 0 9 - 2 8  14 : 43 : 57 E D T
★★♦CALIFORNIA R E P E A L S  [HUNKER] F U E L  T A X

C a l i f o r n i a  Gcv. Pe t e  W i l s o n  a p p r o v e d  the r e p e a l  o f  a m a r i n e  
fuel s a l e s  t a x  th a t  n e a r l y  d e v a s t a t e d  S o u t h e r n  C a l i f o r n i a ' s  
[bunker] m a r k e t  b y  d r i v i n g  a w a y  b u s i n e s s ,  the J o u r n a l  o f  C o m m e r c e  
r e p o r t s  i n  t o d a y ' s  issue.

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

T h e  r e p e a l  w i l l  ta k e  e f f e c t  J a n u a r y  1, 1993. T h e  3 . 2 5 t a x  o n  
[bunker] f u e l  w a s  i m p o s e d  a l i t t l e  m o r e  t h a n  a y e a r  ago, as p a r t  
of a n  e f f o r t  t o  r a i s e  m o n e y  to c l o s e  a h u g e  s t a t e  b u d g e t  d e f i c i t .

T h i s  p a r t i c u l a r  t a x  e n d e d  u p  c o s t i n g  C a l i f o r n i a  [bunker] f u e l  
b u s i n e s s ,  as s h i p s  b u n k e r e d  i n  a r e a s  w i t h  no t a x e s .  Los A n g e l e s  
s u n k  f r o m  b e i n g  cr.e o f  t h e  t o p  t h r e e  (bunker] m a r k e t s  i n  the 
c o u n t r y  t o  n e t  e v e n  b e i n g  in t h e  top 30, the J o u r n a l  of C o m m e r c e  
r e p o r t s .

T H E  C A L I F O R N I A  8 . 2 5 %  D R O V E  B U S I N E S S  A W A Y .  W I T H  T H E  A L A S K A  R A T E  O F  
13%, H U N K E R  S A L E S  I N - S T A T E  A R E  S P E C I A L  C I R C U M S T A N C E S  ONLY. (I.E 
W E A T H E R  E M E R G E N C I E S ,  B A L L A S T  N E E D S ,  I N - H O U S E  R E Q U I R E M E N T )  T H E R E  
IS N O  " M A R K E T "  P R E S E N T L Y  H U T  T H E R E  C O U L D  BE  IF T H E  A L A S K A  M A R I N S  
T A X  O N  H E A V Y  S K I P S  B U N K E R S  W E R E  R E D U C E  T O  1 C E N T  P E R  G A L L O N .  IN 
F A C T  T H E R E  IS A  G O O D  "CASE" F O R  T A X  R E V E N U E  G O I N G  U P  IF T H E  T A X  
W E R E  R E D U C E D .

PETRO M A R I N I  5IRV1CE5

Prreloum Mooting to rf* Morin# Indiiiry



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

M a r c h  16, 1994

P.O. Box 20790 
Juncnu, Alasku 99802 
Phone: (907)463-2533 
FAX: (907)463-3922

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

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

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

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

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

' "We p u r c h a s e  the fuel oil for o u r  s h i p s  b a s e d  u p o n  q u a l i t y  a n d  
price. Fu e l  oil p u r c h a s e d  in V a n c o u v e r  is e s s e n t i a l l y  the s a m e  
q u a l i t y  as that a v a i l a b l e  in San F r a n c i s c o ,  S e a t t l e  a n d  S e w a r d .  
T h e  p r i c e  d i f f e r e n t i a l ,  d u e  to the A l a s k a  s t a t e  m o t o r  fuel tax is, 
h o w e v e r  s i g n i f i c a n t .  T h e  tax of $ 0 . 0 5  p e r  g a l l o n ,  w h i c h  is 
a p p r o x i m a t e l y  e q u a l  to $ 1 3 . 6 5  p e r  ton, m a k e s  it p r o h i b i t i v e  to 
p u r c h a s e  m o r e  t h a t  the m i n i m u m  r e q u i r e d  in S e w a r d  to r e t u r n  to 
V a n c o u v e r .  O u r  total r e q u i r e m e n t s  for the 1994 A l a s k a  c r u i s e s  
s e a s o n  w i l l  be a p p r o x i m a t e l y  5 7 , 8 5 5  tons ( 1 5 , 6 8 0 , 0 0 0  g a l l o n s )  for 
the 6 v e s s e l s .  Of  this a m o u n t  w e  a n t i c i p a t e  p u r c h a s i n g  
a p p r o x i m a t e l y  9 , 4 5 0  tons ( 2 , 5 6 1 , 0 0 0  g a l l o n s )  in S e w ard.

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

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

Offices located at 311 N o rth  F ran k lin  S tre e t
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p u r c h a s e  at l e ast o n e  t h i r d  (1/3) of o u r  fuel r e q u i r e m e n t s  for the 
s h i p s  c a l l i n g  at S e w a r d  if the p r i c e  a n d  q u a l i t y  a r e  c o m p e t i t i v e  
w i t h  V a n c o u v e r ,  B.C. W e  c a n  o n l y  s a y  this for the S e w a r d  s h i p s  as 
S e w a r d  is the o n l y  A l a s k a  p o r t  w i t h  b u n k e r i n g  f a c i l i t i e s .

A t t a c h m e n t
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Mr. J im Burns  
P e t r o  M a r i n o  
2111 C S u i t e  600 
A n c h o r a g e ,  A l a s k a  995 03

Dear J im ,

P r i n c e s s  C r u i s e s  o p e r a t e s  6 c r u i s e  v e s s e l s  i n  t h e  A l a s k a  c r u i s e  t r a d e  f r o m  
J u n e  t h r o u g h  S e p t e m b e r  e a c h  y e a r .  F i v e  o f  t h e s e  v e s s e l s  a r e  b a s e d  i n  
V a n c o u v e r  and o n e  i n  San F r a n c i s c o .  Of  t h e  5 V a n c o u v e r  b a s e d  v e s s e l s ,  3 
o p e r a t e  7 d a y  c r u i s e s  a c r o s s  t h e  G u l f  o f  A i a o k a  b e t w e e n  V a n c o u v e r  ar.d Seward 
and 2 o p e r a t e  7 d a y  c r u i s e s  r o u n d  t r i p  f rom  V a n c o u v e r  t h r o u g h  t h e  i n s i d e  
p a s s a g e  o f  A l a s k a .  Th at  San F r a n c i s c o  b a s e d  v e s s e l  o p e r a t e s  10 day  r o u n d  
t r i p  c r u i s e s  t o  t h e  i n s i d e  p a s s a g e  o f  A l a s k a .  A l a s k a  p o r t s  o f  c a l l  i n c l u d e  
K e t c h i k a n ,  J u n e a u ,  Skagway ,  s i t k a  and Seward .

We p u r c h a s e  t h e  f u e l  o i l  f o r  o u r  s h i p s  b a s e d  upon  q u a l i t y  and p r i c e .  F u e l  
o i l  p u r c h a s e d  i n  V a n c o u v e r  i s  e s s e n t i a l l y  t h e  same q u a l i t y  a s  t h a t  a v a i l a b l e  
i n  San F r a n c i s c o ,  S e a t t l e  and S e w a rd .  The p r i c e  d i f f e r e n t i a l ,  due t o  t h e  
A l a s k a  s t a t e  m o t o r  f u e l  t a x  i n ,  h o w e v e r  s i g n i f i c a n t .  The  t a x  o f  $ 0 . C 5  p e r  
g a l l o n ,  w h i c h  i c  a p p r o x i m a t e l y  e q u a l  t o  $ 1 3 . 6 5  p e r  t o n ,  makes  i t  p r o h i b i t i v e  
t o  p u r c h a s e  m o r e  t h a n  t h e  minimum r e q u i r e d  i n  Seward t o  r e t u r n  t o  S ' a n c o u v s r .  
Our t o t a l  r e q u i r e m e n t s  f o r  t h e  1994 A l a s k a  c r u i s e *  s e a s o n  w i l l  b e  
a p p r o x i m a t e l y  $ 7 , 8 $ S  t o n s  ( 1 5 , 6 8 0 , 0 0 0  g a l l o n s !  f o r  t h e  $ v e s a e l s .  o f  t h i s  
amount we a n t i c i p a t e  p u r c h a s i n g  a p p r o x i m a t e l y  9 , 4 5 0  t o n s  ( 2 , 5 6 1 , 0 0 0  g a l l o n s )  
i n  S ew ard .

We s t r o n g l y  s u p p o r t  t h e  p r o p o s a l  t o  r e d u c e  t h e  A l a s k a  s t a t e  m o t o r  f u e l  t a x  
t o  $ 0 . 0 1  p e r  g a l L o n .  T h i s  w o u ld  make t h e  c o s t  o f  f u e l  o i l  i n  A ' a s k a  
c o m p e t i t i v e  w i t h  t h a t  i n  V a n c o u v e r .  T h i s  w o u ld  e n c o u r a g e  g r e a t e r  p u r c h a s e  
o f  f u o l  o i l  i n  A l a s k a .

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

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

♦ ♦ T.*. T6t p,-,,*.e •->n < , ,
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C IH  OF SEWARD, ALASKA
RESOLUTION NO. 94-030

A RESOLUTION OF THE Cm ' COUNCIL OF THE CUT 
OF SEWARD, ALASKA, SUPPORTING SB 327, ESTABLISHING 

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

WHEREAS, residual fuel oil currently produced by 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 a market 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 1994; 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 for annual 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 C.it>’ Council strongly urges the passage of SB 327, thereby 
reducing the tax on residual fuel oil used inand on watercraft of all descriptions to one 
cent per gallon.

Section 2. Copies of this resolution shall 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 by the %  Council of the city of Seward, Alaska, this 
14th day of March, 1994.

THE CITY OF SEWARD, ALASKA

Dav, _____ , ___ y __
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DRAFT - RESOLUTION 94-01

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

BUNKER FUEL TAX

WHEREAS, there is a substantial demand for bunker fuel by the numerous cruise ships 
that call on Alaska ports and,
WHEREAS, the operators of these cruise ships purchase bunker fuel at the port where 
they purchase at the most favorable price and,
WHEREAS, the State of Alaska Marine Fuels Tax of $.05 per gallon prevents Alaska fuel 
suppliers from being competitive in the bunker fuel market with ports on the U.S. West 
Coast and British Columbia and,
WHEREAS, this proposed legislation is not expected to reduce State revenues, but rather, 
appears likely to generate increased revenues to the State due to expected increase in 
volume of bunker fuel sales at Alaska ports and,
WHEREAS, these increased sales of bunker fuel could potentially create as many as 
twelve(12) new seasonal jobs; generate a significant increase in business for the 
transportation support industries; generate additional local sales and property taxes; and 
further support the rapidly expanding tourism business on the Kenai Peninsula and,
WHEREAS, at this time, tourism is the fastest growing industry in the State of Alaska.
NOW, THEREFORE, BE IT RESOLVED BY THE GREATER KENAI 

CHAMBER OF COMMERCE BOARD OF DIRECTORS THAT WE 
RESPECTFULLY URGE PASSAGE OF HB453/SB327 BY THE ALASKA STATE 
LEGISLATURE.

PASSED BY THE GREATER KENAI CHAMBER OF COMMERCE BOARD OF DIRECTORS 
THIS__________DAY OF____________,1994.

Valerie Edmundson, President 
Kenai Chamber of Commerce 
Board of Directors

ATTEST:
Laura R. Measles 
Executive Director
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T h i s  is a n  e c o n o m i c  d e v e l o p m e n t  p r o p o s a l  w h i c h  c o u l d  result: in 
the f o l l o w i n g  b e n e f i t s  to the S t a t e  o f  A l a s k a :

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

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

3. C a p i t a l  i n v e s t m e n t  t o t a l l i n g  $ 1 , 2  m i l l i o n  at S e w a r d ,  
$ 5 0 , 0 0 0  at Ke n a i ,  p l u s  $ 3 0 0 , 0 0 0  W e a v e r  B r o t h e r s  t a n k  
t r u c k  a n d  trailers",

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

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

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

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

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

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

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

T h i s  e f f o r t  h a s  r e s u l t e d  i n  s e r i o u s  n e g o t i a t i o n s  w i t h  P r i n c e s s  
C r u i s e  L i n e s  a n d  e t h e r  c a r r i e r s ,
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T h i s  is an e c o n o m i c  d e v e l o p m e n t  p r o p o s a l  w h i c h  c o u l d  r e s u l t  in 
the f o l l o w i n g  b e n e f i t s  to the S t a t e  o f  A l a s k a :

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

I n c r e a s e d  c o m m e r c i a l  t r u c k i n g  a c t i v i t y  at 5 0 , 0 0 0  m e t r i c  
t o n s  o r  a p p r o x i m a t e l y  1 7 , 0 0 0 , 0 0 0  g a l l o n s  e q u a l  13 to  20 
l o a d s  d a i l y  f r o m  M a y  15 u n t i l  S e p t e m b e r  15,

C a p i t a l  i n v e s t m e n t  t o t a l l i n g  5 1 , 2  m i l l i o n  at S e w a r d ,  
$ 5 0 , 0 0 0  at Kenai, p l u s  $ 3 0 0 , 0 0 0  W e a v e r  3 r c t h e r s  T a n k  
t r u c k  a n d  trailers,

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

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

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

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

C u r r e n t l y ,  t h e  K e n a i  T s s c r c  r e f i n e r y  e x p o r t s  
f u e l  o v e r s e a s  to m a r k e t s  i n  Japan. T h e r a  is 
s t a t e  m a r k e t  o r  u s e  f o r  bunker* f u e l s .

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

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

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

PETRO MARINE SERVICES
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If P r i n c e s s  o r  o c h e r  c r u i s e  l i n e s  a g r e e  tc p u r c h a s e  C h e  b u n k e r  
fuel in A l a s k a ,  c h i3 w o u l d  r e s u l t  ih c a p i t a l  c e v e l c p m e n c  a n d  
cor.scruccion i n v e s t m e n t  a m o u n t i n g  to a b o u t  S 2 . 1  m i l l i o n .  (In 
Seward, ic w o u l d  m e a n  S i . 2 m i l l i o n  a n d  t h r e e  jobs. I n  K e n a i , it 
w o u l d  m e a n  $ 5 0 0 , 0 0 0  in c a p i c a l  i m p r c v e m e n c s .

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

The v o l u m e  f o r  all v e s s e l s  c a l l i n g  i n  S e w a r d  is in  e x c e s s  of
5 0 , 0 0 0  m e t r i c  to n s  o r  a p p r o x i m a t e l y  11, 0 0 0 , 0 0 0  g a l l o n s  a n n u a l l y .  
T h i s  v o l u m e  is e x p e c t e d  to i n c r e a s e  i n  f u t u r e  y e a r s  a n d  the t r e n d  
is t o w a r d  l a r g e r  v e s s e l s  c a r r y i n g  m e r e  p e o p l e .

111. P R O B L E M

-2  -

I I .  E C O N O M IC  B E N E F I T S

Th e  c u r r a n t  A l a s k a  s t a t e  m o t o r  f u e l  t a x  o f  $ 0 , 0 5 / g a l l o n  is a 
s i g n i f i c a n t  i m p e d i m e n t  to g a i n i n g  t h e  fu l l  p o t e n t i a l  o f  r e s i d u a l  
fu e l  o i l  v o l u m e  a v a i l a b l e  at S e w a r d .

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

C u r r e n t  h i s t o r y  is s h e w  i n  E x h i b i t  1. A s  y o u  c a n  see, on 
average, S e w a r d  is S O .0 S S 7 / c a l l c n  c u t  o f  l i n e  w i t h  t h e  V a n c o u v e r  
a l t e r n a t e .  F i v e  c e n t s  p a r  g a l l o n  o f  c h a t  d i f f e r e n c e  is the 
A l a s k a  S t a t e  tax. D i s c u s s i o n s  w i t h  p o t e n t i a l  b u y e r s  h a v e  
i n d i c a t e d  th a t  if w e  c a n  g e t  c l o s e  to the V a n c o u v e r  p r i c i n g ,  we  
w i l l  c e t  the f u e l  b u s i n e s s .  E x h i b i t  2 g r a p h s  t h e  f l u c t u a t i o n s  in 
that p r i c e  d i f f e r e n t i a i .

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

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

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

Th i s  m e a n s  t h e  s u p p l i e r  c a n  l o c k  at s h a r i n g  t h o s e  e c o n o m i e s  w i t h  
the c u s t o m e r  a n d  g e t  v e r y  c l o s e  to V a n c o u v e r  e c o n o m i e s .  We car. 
se l l  the r e m a i n i n g  d i f f e r e n c e  w i t h  s u p e r i o r  s e r v i c e  a n d  p r o d u c t  
q u a l i t y .  (See a t t a c h e d  E x h i b i t s  I, 2 * a n d  2.) .
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" B U N K E R  F U E L " IS D I S T I N C T  IN C H A R A C T E R  A N D  U S A G E  F R O M  M O T O R  FUEL.
-3 -

B u n k e r  f u e l s  a r e  k n o w n  in the r e f i n i n g  i n c u s c r y  as r e s i d u a l  fu e l  
oil. T h e y  are, j u s t  as t h e  n a m e  i m p l i e s ,  - h e  r e s i d u e  o f  the 
r e f i n i n g  p r o c e s s .  W h e n  all c f  t h e  d e s i r a b l e  a n d  p r o f i t a b l e  
fuels, i.e., g a s o l i n e s ,  jet fuel, d i e s e l ,  a n d  h e a t i n g  o i l  h a v e  
b e e n  r e m o v e d ,  t h a t  is w h a t  is left.

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

C o c k  I n l e t  c r u d e ,  cf w h i c h  t h e r e  i d  v e r y  l i m i t e d  s u p p l y ,
w i l l  y i e l d  a p p r o x i m a t e l y  2 8 . 5 %  r e s i d u a l  f u e l  o i l  w i t h  a
s u l p h u r  c o n t e n t  of 0.3%. It is a v e r y  d e s i r a b l e  c r u d e  f o r  
this r e a s o n ,  b u t  t h e r e  is s i m p l y  n o t  e n o u g h  a v a i l a b l e  
supply.

N o r t h  S l o p e  crude, w h i c h  is s t i l l  a v a i l a b l e  in g r e a t  
a b u n d a n c e ,  w i l l  y i e l d  4 8 %  r e s i d u a l  f u e l  o i l  w i t h  a s u l p h u r  
c o n t e n t  c f  2.5%, U n f o r t u n a t e l y ,  to h a v e  a l m o s t  h a l f  o f  
e v e r y  b a r r e l  y o u  r e f i n e  e n d s  u p  as  a l o w  q u a l i t y  f u e l  f o r  
w h i c h  t h e r e  t r a d i t i o n a l l y  has b e e n  n o  l o c a l  m a r k e t ,  is a 
t r e m e n d o u s  e c o n o m i c  -detriment f o r  -any c o m p a n y  to b e a r . 
C e r t a i n l y  T e s o r o 7s e a r n i n g s  h a v e  r e f l e c t e d  t h e s e  e c o n o m i c  
r e a l i t i e s  s i n c e  the m i d  1 S 8 0 7 s w h e n  it s w i t c h e d  t o  A l a s k a  
N o r t h  S l o p e  c r u d e  as its p r i m a r y  f e e d  s t o c k .

T h e  q u e s t i o n  m i g h t  b e  a s k e d :  W h y  is t h e r e  n o  l o c a l  m a r k e t  f o r
this p r o d u c t ?  It is b e c a u s e  t h e  f u e l  is n o r m a l l y  u s e d  i n  l a r g e  
s c a l e  a p p l i c a t i o n s  w h i c h  c a n  a f f o r d  t o  i n v e s t  i n  t h e  e q u i p m e n t  to 
h a n d l e  t h i s  v i s c o u s  a n d  " d i f f i c u l t  to  b u r n "  m a t e r i a l .  P u m p i n g  
a n d  h a n d l i n g  o f  b u n k e r  fuel w i l l  r e q u i r e  the m a i n t e n a n c e  c f  t a n k  
a n d  p i p e l i n e  t e m p e r a t u r e s  o f  at l e a s t  120 d e g r e e s  F. A t o m i s a t i o n  
f o r  p r o p e r  c o m b u s t i o n  w i l l  r e q u i r e  a p p r o x i m a t e l y  200 d e g r e e s  ?.

T y p i c a l l y ,  t h e  f u e l  is u s e d  in u t i l i t i e s  f c r  t h e  p r o d u c t i o n  c f  
s t e a m  to t u r n  t u r b i n e s  a n d  p r o d u c e  e l e c t r i c i t y .  O t h e r  l a r g e  
a p p l i c a t i o n s  a r e  p a p e r  mi l l s ,  s t e e l  mi l l s ,  a n d  c h e m i c a l  p l a n t s .
W e  h a v e  l i t t l e  m a n u f a c t u r i n g  b a s e  i n  t h e  s t a t e  a n d  m o s t  of c h o s e  
t h a t  d o  e x i s t  a r e  w e l l  s e r v e d  b y  c o n v e n i e n t  n a t u r a l  g a s  s u p p l i e s .
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T H E  E C O N O M I C  O P P O R T U N I T Y

We h a v e  b e f o r e  u s  n o w  a r a r e  o p p o r t u n i t y  to d e v e l o p  a m a r k e t  for 
a p r o d u c t  w h i c h  is, c u r r e n t l y ,  a n  e c o n o m i c  l i a b i l i t y  to o n e  of 
t w o  m a j o r  i n - s t a t e  r e f i n e r s .  W h i l e  the v o l u m e  is n o  q u a n t u m  leat> 
solution, it is a b e g i n n i n g  to a m a r k e t  t h a t  c l e a r l y  has the 
p o t e n t i a l  to e x p a n d .

If we are a b l e  to  a c h i e v e  p r i c e  c o m p e t i t i v e n e s s ,  t h e r e  is no 
r e a s o n  that w e  c a n n o t  f u e l  the c o a l  s h i p s  c a l l i n g  i n  S e w a r d  o r  
the L N G  a n d  c r u d e  v e s s e l s  at Kena-i. T h i s  p o t e n t i a l  n e w  b u s i n e s s  
o p p o r t u n i t y  n e e d  n o t  b e  l i m i t e d  to c r u i s e  v e s s e l s .

To s u m m a r i z e ,  b u n k e r  o r  r e s i d u a l  f u e l  o i l  is n e t  a m e t e r - f u e l  b y  
i n d u s t r y  d e f i n i t i o n .  A S T M  d e s i g n a t i o n  a n d  "T h e  M a n u a l  o f  O i l  a n d  
C-as T e r m s "  b o t h  d e f i n e  t h i s  p r o d u c t  as hea v y ,  h i g h  v i s c o s i t y  oil 
u s e d  p r i m a r i l y  i n  i n d u s t r y ,  in l a r g e  c o m m e r c i a l  b u i l d i n g s ,  a n d  
for the g e n e r a t i o n  o f  e l e c t r i c i t y .
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H o u s e  B i l l  No. 453 
S t a t e m e n t  of L e g i s l a t i v e  I n t e n t  

M a r c h  a,. 1994

H.3. 4 53 l o w e r s  t h e  t a x  r a t e  on  m a r i n e  b u n k e r  f u e l  f r o m  $0,05. t o  $ 0 , 0 1 5  
per g a l l o n  in a n  e f f o r t  t o  e s t a b l i s h  a n e w  A l a s k a  m a r k e t .  O v e r  9 8 . 5 %  o f  b u n k e r  
fuel p r o d u c e d  i n  A l a s k a  is e x p o r t e d  to J a p a n  o r  t h e  W e s t  C o a s t  f r o m  T e s o r o ' s  
K e n a i  r e f i n e r y .  T h e  $ 0 . 0 5  p e r  g a l l o n  t a x  p r e v e n t s  A l a s k a  f r o m  s e r v i c i n g  t h e  
c r u i s e  s h i p  b u s i n e s s ,  as b u n k e r  fu e l  is a v a i l a b l e  at o t h e r  l o c a t i o n s  at  l o w e r  
pr i ces.

T o t a l  B u n k e r  S a l e s ;  I m p a c t  on B i l l ' s  F i n a n c i a l  N e u t r a l i t y

A c r i t i c a l  f a c t o r  e v a l u a t e d  h a s  b e e n  w h e t h e r  o r  n o t  t h e r e  w i l l  be  
s u f f i c i e n t  s a l e s  v o l u m e  i n c r e a s e s  to o f f s e t  t h e  l o w e r  t a x  r a t e .  T h e r e  w e r e  
12 m i l l i o n  g a l l o n s  o f  t a x a b l e  b u n k e r  f u e l  s o l d  d u r i n g  1993 i n  A l a s k a .  T e s o r o  
a c c o u n t e d  f o r  2 / 3 ' s  t h i s  a m o u n t ,  u s i n g  t h e  p r o d u c t  a s  b u n k e r  f u e l  f o r  its 
t ankers, a n d  f o r  s a l e s  to  o t h e r  t r a n s p o r t  t a n k e r s .  A l a s k a ' s  19 9 3  s a l e s  
g e n e r a t e d  a p p r o x i m a t e l y  $ 6 0 0 , 0 0 0  in m a r i n e  b u n k e r  f u e l  ta x e s .  A  r e d u c t i o n  to 
$0.01 w o u l d  h a v e  r e d u c e d  t h e  t a x  i n c o m e  b y  $ 4 8 0 , 0 0 0  w h i c h  t r a n s l a t e s  i n t o  a 
n e e d  f o r  50 M i l l i o n  m o r e  g a l l o n s  of p r o d u c t  s a l e s  to  r e t a i n  r e v e n u e  
n e u t r a l i t y .  (Note: T h e  t o t a l  i n - s t a t e  b u n k e r  f u e l  s a l e s  in 19 9 3  r e p r e s e n t
o n l y  1 . 4 7 %  of  t h e  t o t a l  p r o d u c e d  i n - s t a t e .  S o u r c e :  T e s o r o  A l a s k a  P e t r o l e u m  
C o m p a n y ) .

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

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

Sale o f  B u n k e r  to T a n k e r  S h i p s

D u r i n g  t h e  5 y e a r s  (189-1993) ye a r s ,  t h e  a v e r a g e  u s a g e  w a s  5.8 M M  g a l l o n s  
r a n g i n g  f r o m  as l i t t l e  as 1 M M  g a l l o n s  (1990) to 7 . 1  M M  g a l l o n s  (1991).
B a s e d  o n  t h e  f i v e  y e a r  a v e r a g e ,  t h e  l o w e r  t a x  r a t e  o f  $ 0 , 0 1 5  w o u l d  r e q u i r e  a n  
a d d i t i o n a l  15 M i l l i o n  o r  m o r e  g a l l o n s  of b u n k e r  s a l e s  p e r  y e a r  t o  r e m a i n  
r e v e n u e  n e u t r a l .  T e s o r o  d o e s  n o t  expect, to e x p e r i e n c e  s u c h  a n  i n c r e a s e ,  e v e n  
if t h e  t a x  r a t e  is r e d u c e d .  T h i s  w o u l d  be e q u i v a l e n t  to a p p r o x i m a t e l y  
$ 2 2 5 , 0 0 0  i n . l o s t  t a x e s  f r o m  b u n k e r i n g  t a n k e r s  n o t  i n  t h e  c r u i s e  s h i p  c a t e g o r y .  
This d o 6 s  n o t  t a k e  i n t o  a c c o u n t  t h e  e c o n o m i c  benefit, f r o m  t h e  12 n e w  s e a s o n a l  
jobs c r e a t e d ;  s a l e s  a n d  p r o p e r t y  taxes; a m a j o r  i n v e s t m e n t  i n  f a c i l i t i e s  at 
Se w ard; a n d  i n c r e a s e d  f r e i g h t  t r a n s p o r t a t i o n  b u s i n e s s  i n  t h e  r e g i o n .  I t  is 
u n c l e a r  w h e t h e r  t h e s e  b e n e f i t s  w i l l  o f f s e t  t h e  le s s  i n  r e v e n u e  f r o m  a 
r e d u c t i o n  in t a x  r a t e s  t o  t h e  t a n k e r  b u n k e r i n g  m a r k e t .

L e g i s l a t i v e  I n t e n t

I f  H B  453 is e n a c t e d  w i t h  a t a x  r e d u c t i o n  a p p l i c a b l e  o n l y  t o  c r u i s e  
ships, a b i l l  s u n s e t  is e x p e c t e d .  It is t h e  i n t e n t  o f  the l e g i s l a t u r e  to 
r e e x a m i n e  t h i s  i s s u e  p r i o r  to t h e  l a w ' s  s u n s e t  t o  d e t e r m i n e  if  t h e  s a l e s  
v o l u m e s  h a v e  m e t  t h o s e  p r o j e c t e d ,  a n d  to e v a l u a t e  t h e  e x t e n s i o n  of t h e  l o wer 
tax r a t e  to t h e  r e m a i n i n g  b u n k e r  fuel c u s t o m e r s ,  s u b j e c t  to i d e n t i f i c a t i o n  o f  
o f f s e t t i n g  t a x  r e v e n u e ,  a n d  or o t h e r  t a n g i b l e  b e n e f i t s ,  g e n e r a t e d  b y  t h e  
t o tal b u n k e r  f u e l  s a l e s  t o  t o u r  ships, t a n k e r s ,  a n d  o t h e r  u s e r s .
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R E S I D U A L  F U E L  S P E C I F I C A T I O N S :  T H E  D E F I N I T I O N  IN H O U S E  3 I L L  453 A N D  
S E N A T E  B I L L  3 27 I N T E N D S  T O  R E F E R  T O  A N Y  S K I P S  B U N K E R  T H A T  IS A  
B L E N D  U S I N G  R E S I D U A L  F U E L  OIL. U N F O R T U N A T E L Y  L I K E  A  C A S T L E , O N E  
M A N S  B U N K E R  O I L  IS N O T  T H E  S A M E  A S  A N O T H E R .  T H E R E  A R E  M O R E  T H A N  
O N E  S E T  O F  S T A N D A R D S  F O R  E N G I N E  OILS:

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

O N E  O F  M A N Y  S T A N D A R D S  G E N E R A L L Y  U S E D  T O  G R A D E  F U E L S  IS ITS 
V I S C O S I T Y .  O N E  0 ?  T H E  I N D U S T R Y  G R A D I N G  S T A N D A R D S  IS K I N E M A T I C  
V I S C O S I T Y  M E A S U R E D  I N  W H A T  IS C A L L E D  C E N T I S T C K 2 S  (CST) . T H I S  IS 
A  M E A S U R E  O F  T H E  N U M B E R  O F  S E C O N D S  IT T A K E S  F O R  A  F U E L  T O  P A S S  
T H R O U G H  A  S T A N D A R D  D E V I S E  U N D E R  C O N T R O L L E D  T E M P E R A T U R E S . '

T H E  T Y P E  C F  F U E L S  T H A T  W O U L D  BE  C O V E R E D  B Y  T H I S  N E W  L E V Y  A R E  F U E L S  
T H A T  A R E  T H E  R E S U L T  C F  B L E N D I N G  R E S I D U A L  F U E L  O I L  W I T H  A  D I E S E L  
O R  O T H E R  V I S C O S I T Y  B R E A K E R .  T H E  R E S U L T I N G  F U E L  W I L L  A L W A Y S  H A V E  
A  V I S C O S I T Y  G R E A T E R  T H A N  N O I  C R  N02 D I E S E L .  T H E  F O L L O W I N G  A R E  T H E  
G E N E R A L L Y  A C C E P T E D  I N T E R N A T I O N A L  S T A N D A R D S  F O R  T H E  F U E L S  W E  A R E  

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

P R O D U C T

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

N 0 2  D I E S E L  ( C A L L E D  
M A R I N E  G A S  O I L  I N  
T H E  M A R I N S  FIELD)
N O I  D I E S E L

M A R I N S  F U E L S  G R A D E  D M B
D M C
R M A
R M L

G A S  T U R B I N E  F U E L  O I L S

F U E L  O I L S  G R A D E  NO. 4 
F U E L  O I L S  G R A D E  NO. 5 
F U E L  O I L S  G R A D E  NO. 6

-10
-55
3 - G T
4 - G T

1.9 4,1 S O L D  IN A L A S K A  A S  H E A T I N G
FUEL, M A R I N E  D I E S E L

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

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

S . 0 10
55

5.5
53
92

£ -*
iee

S O M E T I M E S  C A L L E D  H A G O  

C A L L E D  NOS, R E S I D U A L  F U E L

T H E  S H I P S  B U N K E R S  T H A T  P E T R O  M A R I N E  S E L L S  IN S E W A R D  A R E  S O L D  C N  
V I S C O S I T Y  R A T I N G .  T H E  T A B L E  B E L O W  SHOWS T H E  A M O U N T  O F  N 0 2  D I E S E L  
B L E N D E D  W I T H  R E S I D U A L  F U E L  O I L  T O  A C H I E V E  R E Q U E S T E D  V I S C O S I T Y .

R E Q U E S T E D  S K I P  B U N K E R  V O F  D I E S E L
100 C S T 25
160 C S T 19
380 C S T 8
420 C S T 7

900 C S T 0

PETRO M AR IN E  SERVICES



C i t y  a n d  B o r o u g h  o f  S i t k a
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I ' "  * V
M a r c h  9, 1994

The H o n o r a b l e  Ba r t  M, Sharp, Chair 
Senate T r a n s p o r t a t i o n  C o m m i t t e e
Juneau, A X  99601-1182 ' * •
F A X  No. 4 6 5 - 2 0 7 0

Rot S E N A T E  B I L L  NO. 327

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

senate B i l l  n o .  327 is  a vary important issue to the C ity  
and Borough of s it k a . i r  i t  passes we have a commitment from 
P a c if ic  Northern o i l  to re fue l cruise shipa in  S itka . This w ii 
create important jobs for our community and in  the long term 
w i l l  give us s ig n if ic a n t opportunities as a change port.

we strong ly urge your support of th is  le g is la t io n .

Administrator
C ity  and Borough of S itka

cc. Senator Robin Taylor
Representative Ben Grusaendorf 
Paul Puhs - Alaska Dept, c f  Commerce 

and.Economic Development 
E r ic  Lind - P a c if ic  Northern O il

S incere ly

Gary axton



S0r!-E52-3SSS SOLDOTNA CHAMBER CF COMMERCE 006 P0c

GREATER SOLDOTNA CHAMBER OF COMMERCE 
RESOLUTION NO. 94-3

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

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

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

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

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

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

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

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

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

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

K u r t  E r i k s s o n ,  V i c e  P r e s i d e n t
ATTEST:

C PC\.
M .  6 la r k ,  E x e c u t i v e  D i r e c t o rC a t h y  M .
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Holland America Line '• "Vtfestours Inc.

Mr. James S.BURNS To fax: (907) 561 -6500
Petro Marine Services 
3111 'Cu Street Suite SCO 
Anchorage AK, 99503

Seattle February 16 1994

Dear Mr. Sums

It wa3 a pleasure meeting you Wednesday for what turned out to'be a very 
Interesting discussion. You Informed me*that you are currently working 
with others In tha Marine Industry to have legislation introduced that would 
reduce the current fax on marine fuel in Alaska from 5 cents per gallon to 1 cant 
If succesfui, this would Immediate reduce the price for Intermediate Bunker fuel with 
approximately 5 10.00 per 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.
ft Is with this possibility in mind, that I express my appreciation and support for your 
continued efforts in this matter, which in my opinion will greatly benefit not only 
the Marine industry but increasingly so, the people and the state of Alaskar.

Very truly yours y /

t. r> 4. rr >*y^Ce^C ̂  .
Captain Willem A.KOOPMAN 
Director Marine Operations WSO 
HOLLAND—AMERICA UNE-WESTOURS Inc.

e x . D.Grausz

300 Elliott Avenue W eit • Seattle, WA 9811? • 20* ’ 2SI-SS33 • Fwi 200 • 231-7110
L ettsof s u p p o r t
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Qrtiwti. ( j r u i s e j m t

February IS, 1994 
L940S7aa
VIA FAX: 907-5dl*d£00

Petro Marine Services 
Attn: James S. Bums 
.Anchorage, Alaska
Dear Mr. 3ums:
We operate the MS CE.OWN DYNASTY whose summer itinerary has her saiiing from 
Vancouver throughout Alaska.
While researching available bunkering ports, we understand the Alaska Marine Tax of 
five-cents per gallon is currently in effect. We understand Petro Marine Services is 
leading the way to have the tax reduced from 5 cents to 1 cent; we would like to lend our 
support to this effort and advise that such a reduction would piay a key role in our 
decision to bunker in Alaska rather than relying 3olely on Vancouver as the primary 
bunker station.
Thank you for including our formal letter of support in this reduction effort's dossier.'

JW:aa
cc : P . G ran t, S r . V P  Operations
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RECENCY CRUISES

M a r c h  1, I S 94

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

D e a r  M r *  B u r n s :

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

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

H o w e v e r  w e  m u s t  t e l l  y o u  t h a t  i n  o r d e r  t o  s t a y  c o m p e t i t i v e  
W i t h  V a n c o u v e r ' s  p r i c e ,  s e r i o u s  c o n s i d e r a t i o n  m u s t  b e  
g i v e n  t o  r e d u c e  t h e  c u r r e n t  " m o t o r  f u e l  t a x "  t o  a  m o r e  
r e a l i s t i c  f i g u r e .

To  g i v e  y o u  a n  i n d i c a t i o n  of a u r  b u n k e r i n g  n e e d s ,  o n  an 
a v e r a g e  t h e  R e g e n t  S e a  b u n k e r s  450 M / T  of  I P O  I S O  a n d  150 
M / T  o f  M D O ,  t h e  R e g e n t  S t a r  450 2£/T o f  I P O  1 0 0  a n d  130 K/T 
ax M D O  e v e r y  t w o  w e e k s .

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

S i n c e r e l y .
R E G E N C Y  C R U I S E S

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

A K H / G G

t u a  H .w . Jtw> A w <  S o t*  U , P o M t  S i m  • T *. (1 03 ) • 71* S V I0 9  •  U k t u c  (3CS) 312 -0004
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SI 9. Propose a statutory or regulatory change to make marketing of heavy fuels 
(heavy bunker oil) more economically competitive by eliminating or reducing the 
taxes. Statutory reference AS 43.40.1 - May be possible to do by
regulation.

Due to the excessive tax on heavy fuels if used instate (S2.I0), heavy fuels have 
no instate sales/useage. In 1970-72, heavy bunker fuel was sold, to a small market, for 
use instate, by such firms as Sealand In 1972, the present tax was placed on this fuel. 
All sales then ceased, and have remained non-existent since that date. Currently, there is 
the potential for a market of these fuels in Alaska, if the price of the fuel can be 
competetive with prices in Canada (current fuel source). Tne initial potential is for 
annual sales of 37,000,000, and employment for 7-10 Alaskans. Refineries instate do 
produce the heavy bunker fuel, and then it sell as an exported product.

MINING
SI 10. Change the valid timeframe of an Exploration and Reclamation permit from 
one year to five years (DNR). 11AAC 97.300

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

If AD NR is seeking updated information on changes, then alter the regulations 
to require notification of any changes when and if changes occur from those in the 
original approved permit.

SI 11. Add a phrase to 18 AAC 80.020 so that it reads: "Toxic and Other 
Deleterious Organic and Inorganic Substances -Substances shall not exceed Alaska 
Drinking Water Standards (18 AAC 80) or EPA Quality Criteria for Water as 
applicable to substance*; and use. Le.. if the water is not used as a public water svstem, 
18 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. As a result, "raw water" prior to treatment would not have to meet the same 
standards as water taken and treated for public consumption.
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Date Referred: March 16, 1994 
Date of Committee Action: ?" //" ffV 
The STATE AFFAIRS Committee considered: 

HOUSE BILL NO. 453

O U SE  C O M M ITTEE  REP
FURTHER REFERRALS: F inance

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.

RECOMMENDATIONS:
be replaced with______ CS ■> V$3 C )

f ] tire same title 
i ^ f a  new title

[ ] have attached amendments(s)
1V] do pass 
[ ) do not pass 
[ ] no recommendations 
[ ] individual recommendations 
[ ] additional referral to the___ Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOT£(s): 
( ] fiscal impact________________

(Dcpi) APPROVES PREVIOUS: 
[ ] fiscal note(s)_____

(D ep l/D iic )

[ ] zero fiscal note [<| zero fiscal note(s) f a  V C ti UC.
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F in an ce
Date of Committee Action: sZ3//s'/
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."

[ ] have attached amendments(s)
[ ] do pass
[ ] do not pass
[ ] no recommendations

individual recommendations 
[ ] additional referral to the..................................................  Committee

ADOPTS:__________________________ letter of Intent

RECOMMENDATIONS:
be replaced with C S  H - 6  ^ / s  3  C L t c 1)

[yj the same title 
1 ] a new title

ATTACHES NEW FISCAL NOTE(s): (Dcpl)
[ ] fiscal impact_______________________

APPROVES PREVIOUS: (D ep t/D ifc )

[ ] fiscal note(s)



G E N T  D A W S O N  C O M P A N Y ,  I N C .
PO. Box 20790 
Juneau , A laska 99802 
Phone: (907) 403-2533 
FAX: (907) 403-3922

A p r i l  6, 1994

T h e  H o n o r a b l e  R o n  L a r s o n  
T h e  H o n o r a b l e  E i l e e n  M a c L e a n  
C o - C h a i r s ,  H o u s e  F i n a n c e  

C o m m i  ttee 

S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  99801

D e a r  Mr. a n d  M a d a m  Chair:

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

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

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

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

In a d d i t i o n ,  I h a v e  b e e n  a u t h o r i 2ed to say that P r i n c e s s  will

Offices: T h e  A ssem bly B iiild ing 
S u ite  303 
211 Fou rth  S tre e t



T h e  H o n o r a b l e  R o n  L a r s o n
T h e  H o n o r a b l e  E i l e e n  M a c L e a n  - 2 - A p r i l  6 ,  1 9 9 4

p u r c h a s e  at least o n e  t h i r d  (1/3) of o u r  fuel r e q u i r e m e n t s  for the 
s h i p s  c a l l i n g  at S e w a r d  if the p r i c e  a n d  q u a l i t y  a r e  c o m p e t i t i v e  
w i t h  V a n c o u v e r ,  B.C. W e  can o n l y  say this for the S e w a r d  s h i p s  as 
S e w a r d  is the o n l y  A l a s k a  port w i t h  b u n k e r i n g  f a c i l i t i e s .

A t t a c h m e n t
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P r in c e s s  C r u is e s  O -X .

F e b r u a r y  2 8 ,  1994 
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Hr- J im  Burns 
P e t r o  M a r in e  
3111 C S u i t e  500 
A n c h o r a g e ,  A l a s k a  99503

Dear J im ,

P r i n c e s s  C r u i s e s  o p e r a t e s  6 c r u i s e  v e s s e l s  i n  thB A l a s k a  c r u i s e  t r a d e  f r o m  
J une  t h r o u g h  S e p t e m b e r  e a c h  y e a r .  F i v e  o f  t h e s e  v e s s e l s  a r e  b a s e d  in  
V a n c o u v e r  and on a  i n  San F r a n c i s c o .  O f  t h e  5 V a n c o u v e r  b a s e d  v e s s e l s ,  3 
o p e r a t e  7 d ay  c r u i o o s  a c r o s s  t h e  G u l f  o f  A l a s k a  b e t w e e n  V a n c o u v e r  ar.d Seward 
and 2 o p e r a t e  7 d a y  c r u i s e s  round  t r i p  f rom  V a n c o u v e r  t h r o u g h  t h e  i n s i d e  
p a s s a g e  o f  A l a s k a .  Th at  San F r a n c i s c o  b a s e d  v e s s e l  o p e r a t e s  10 d ay  r o u n d  
t r i p  c r u i s e s  t o  t h e  i n s i d e  p a s s a g e  o f  A l a s k a .  A l a s k a  p o r t s  o f  c a l l  i n c l u d e  
K e t c h i k a n ,  J u n e a u ,  Skagway,  s l t k a  and S ew ard .

We p u r c h a s e  t h e  f u e l  o i l  f o r  o u r  s h i p s  b a s e d  upon  q u a l i t y  and p r i c e .  F u e l  
o i l  p u r c h a s e d  i n  V a n c o u v e r  i s  e s s e n t i a l l y  t h e  same q u a l i t y  as  t h a t  a v a i l a b l e  
i n  San F r a n c i s c o ,  S e a t t l e  and S ew ard .  The p r i c e  d i f f e r e n t i a l ,  due t o  t h e  
A l a s k a  s t a t e  m o t o r  f u e l  t a x  i n ,  h o w e v e r  s i g n i f i c a n t .  The  t a x  o f  $ 0 . 0 5  p e r  
g a l l o n ,  w h i c h  i n  a p p r o x i m a t e l y  e q u a l  t o  $ 1 3 . 6 5  p e r  t o n ,  makes  i t  p r o h i b i t i v e  
t o  p u r c h a s e  m o r s  t h a n  t h e  minimum r e q u i r e d  i n  Seward t o  r e t u r n  t o  V a n c o u v e r .  
Our t o t a l  r e q u i r e m e n t s  f o r  t h e  1994 A l a s k a  c r u i t i e B  s e a s o n  w i l l  b e  
a p p r o x i m a t e l y  $ 7 , 8 5 S  t o n s  ( 1 5 , 6 8 0 , 0 0 0  g a l l o n s )  f o r  t h e  6 v e s s e l s .  o f  t h i s  
amount wo a n t i c i p a t e  p u r c h a s i n g  a p p r o x i m a t e l y  9 , 4 5 0  t o n s  ( 2 , 5 6 1 , 0 0 0  g a l l o n s )  
i n  S ew ard .

We s t r o n g l y  s u p p o r t  t h e  p r o p o s a l  t o  r e d u c e  t h e  A l a s k a  s t a t e  m o t o r  f u e l  t a x  
t o  $ 0 . 0 1  p e r  g a l l o n .  * T h i s  w o u ld  make t h e  c o s t  o f  f u e l  o i l  i n  A l a s k a  
c o m p e t i t i v e  w i t h  t h a t  in  V a n c o u v e r .  T h i s  w o u ld  e n c o u r a g e  g r e a t e r  p u r c h a s e  
o f  f u e l  o i l  i n  A l a s k a .

Very truly youro,

i l- C - v ----
S t e p h e n  A. N i e l s o n

TiT.TCfl. P d r ; F . n m i  * 4 .
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DATE:

.  , FINANCE,GOMMrrTEEREPORT

4/15/94 FURTHER:

DATE TURNED INTO OFFICE: _____

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

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

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

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

Department Dale Zero Fiscal

( | Appropriation No Fiscal Note

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

.(FINANCE) 
-( )

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

Letter of Intent

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

lDn7~

OTHER RECQMMENDATIONS:

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



STATE OF ALAoAA
1994 LEG ISLAT IVE SESSIONFISCAL NOTE

No. 3
Bill Version: oshb asTfFTN)

(H) Publish Date: 4/11/94

Revision Date: 
Title: Tax on Residual Marine Fuel Oil

Department Affected: DOT&PF
BRU:

Sponsor:
Requestor:

G. Davis Component: 
Component Serial Number:

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

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

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

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

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

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

Phone: 465-6978
Date: February 17,1994

Phone: 465-3901
Date: February 23,1994

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

C O M M I T T E E  C O P Y
Page 1 o f 1
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FISCAL NOTE
1994 LEGISLATIVE SESSION
Revision Date:

Title:

STATE OF ALASKA

Tax on Residual Manna Fuel Oil

Sponsor:

Requestor

Rep. G. Davis

(H) RLS

Expenditures/Revenues:

Dept. Affected: 

"BRU: 

Component:

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

Revenue Operations
Income and Excise Audit

COMPONENT SERIAL NO. 

(Thousands of Dollars)

113

OPERATING FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES 1
EQUIPMENT 1
LAND & STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL 1 1 1
.

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

FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match 1
1004 GF

1005 GF/Proaram Receiots
1CC6 GF/MHT1A
Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:

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

Estimate of current year (FY94) Impact: S 0.0

ANALYSIS: (Attacn a separate page if necessary.) 

~  Sea Attached

Prepared by: Larrv E. Movers ?

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

Phone: 465-2320

Date: Aoril 12.1994

Oate: Aoril 12.1994

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

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

B ill Analysis

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

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

Operating Costs

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

Revenue

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



SECTIONAL ANALYSIS
CS for HOUSE BILL 4530FIN)

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

effective date.

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

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

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

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

Section 2 Clarifies the applicability of this chapter.

Section 3 Provides for an immediate effective date.



SPONSOR STATEMENT

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

effective date."

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

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

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

creates jobs and infrastructure
reduces environmental risk - reduces unwanted emissions 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

:n .\enat, it

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

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

III. P R O B L E M

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

[CRUISE LINE IFC 330 
T O N S

G A L L O N S

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

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

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

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

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

1 3 , 3 2 9 , 2 0 0

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

PETRO  M AR IN E  SERVICES
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