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IN THE HOUSE BY THE RESOURCES COMMITTEE

CS F O R  H OU SE  BILL NO. 445 (Resources)

IN THE L EG IS L A T U R E  OF THE STATE OF A L AS KA  

F OU RT E E N T H  L EG IS L A T U R E  - SECOND SESSION

A  BILL

F or an Act entitled: "An A c t  r e l at in g to information on royal ty  oil and

gas."

BE IT ENAC TE D BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 38.05.183 is amended by adding n e w  subsections to read:

(h) The departm en t shall collect and compile i nformation n e c e s­

sary to determine on a m o n t h l y  basis a r ep r esentative

(1) price p a i d  for state r o y al ty  oil and gas b y  in-state

r e f i n e r s ;

p r o d u c t s ;

(2) r e f in er y gate sales price of in-state ref int. d fuel

(3) w h o l e s a l e  or m a r k e t  exchange sales price of in-state 

r e f in ed  fuel products t and

(4) reta il  p rice of in-state ref in ed  fuel products.

(i) The com mi ss io ne r  m a y  n o t  enter into a contract of m o r e  than 

one year for the sale of state r o y a l t y  oil or gas to an in-state 

ref in er  unless the refi ne r agrees to provide i n fo rm at io n to, and 

assist or allow the c ol le ct io n  of infor ma ti on  by, the depart me nt  on a 

m o n t h l y  basis to de te rmine the re pr es e n t a t i v e  m o n t h l y  w h o l e s a l e  price, 

m a rk et  exchange sales price, and r e f i n e r y  gat sales p ri ce  of the 

in-state refined fuel products of the refiner.

(j) A  person w ho contracts to purc ha s e royal ty  oil f r o m  the 

state u n d e r  this s e c ti on  u nd e r a c ontract of mo r e than one y e a r  for 

in-state use  shall p r o v i d e  to the commissioner, during the p e r i o d  that 

the pur ch as er  takes, refines, transports, or otherwise deals w i t h  the

CSHB 4 4 5 (Res)
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p u r c h a s e d  royal ty  oil, a repor t  tor the p r e c ed in g m o n t h  that indicates 

for the p u r c ha s ed  r o y al ty  oil

(1) the v o l u m e  of oil taken;

(2) the products, i nc luding re sidual oil, prod u ce d fr om  the

o i l ;

(3) the v o lu me  of oil sold in the state; and

(4) the v o l u m e  of oil e x p o rt ed  fr om  the state.

* Sec. 2. AS 38.05.965 is attended b y  ad ding a n e w  pa ra gr ap h  to read:

(24) "fuel p r o d u c t s "  m e a n s  all oil and gas refi ne d  products 

p r o d u c e d  at an in-state r e f i n e r y  fro m state royalty oil and gas.

*  Sec. 3. AS 38.05.183(j) e n a c t ed  b y  sec. 1 of this Act applies to
I

contracts of m o r e  than one ye a r for the p u r c h a s e  of r o ya lt y oil for in-
!

state u se fr o m the state that are e n te re d  into on or after the effective 

date of this Act.
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Committee has considered ^45
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"An Act requiring in-state refiners to submit and the Department of 
Commerce and Economic Development to collect information concerning the 
purchase and sale price of royalty oil and gas and fuel products by 
in-state refiners."

and recommends:

] do pass

do not pass

do pass with attached amendment(s) 

no recommendation

replace with CS for HB 445 (Resources)XX ] [ ] same title

[XX ] new title

and recommends do pass

[ ] further referral to the C o m m i t t e e

C o - Chairman

. .  , s ,
v
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letter of intent 
first fiscal note 
new fiscal note 
zero fiscal note
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STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

R E Q U E S T
Bill/Resolution N o . :______ CSHB 4 4 5  (  q\l_ -y- ( - \ r & )
Tille : ___ A rt Deqn i r inqr R e fin ers_________

- IQ ..S u bm it.^ .
Sponsor : P i ( j n a 1  h e r i
Requestor: E lq n a lb e r i
Date o f Request: 2 / 1 7 / 8 6

Revision Date : 2 /1 9 /8 6

F ISC A L  D E T A IL
Agency Affected: N a t u r a l  R e s o u rc e s  
B R U : ___O i l  & Gas___________________

Components:.

E X PE N D IT U R E S /R E V E N U E S  : (Thousands o f D o lla rs )
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

3500 3.900 3900 3.900 3900 3900
,500 ,500 500 .500 .500 .500

/ .

TOTAL OPERATING 4400 4400 4.400 4.400 4400 4400

C A P I T A L

REVENUE 1

FU N D IN G  : (Thousands o f D o lla rs )
GENERALFUND 4.400 4.400 4.400 4.400 4400 4.400
FEDERAL FUNDS
OTHER
TOTAL
PO S IT IO N S  :
FULL-TIME
PART-TIME
TEMPORARY 1 / 1 2  _ 1 / 1 2 1 /1 2 1 /1 2 1 /1 2

A N A LYS IS  : Attach a separate page if necessary

Prepared b y : N e d  F a r q u h a r  

D iv is ion : C o m m i s s i o n e r ' s  O f f i c e
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Agency: ____ D e p a r t m e n t  o f  N a t u r a l  Resources.

Phone: 
Date: .
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Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
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A LA SK A  STA TE L E G IS L A T U R E  
H O U SE O F R E PR E S E N T A T IV E S  

R E SE A R C H  A G EN C Y

Pouch Y, Slate Capitol 
Juneau, Alaska 99811 

(907) 46J-399i

April 26, 19C

MEMORANDUM

TO: Representative Marco Pignalberi

FROM: Gretchen Kei s e r ^ Y -

Legislative Analyst

RE: A Comparison of Royalty Oil and Retail Fuel Prices

Research Request 86-187

You asked us to provide a comparison of the irice paid by instate 

refiners for royalty oil with retail prices for gasoline and heating 
fuel in Anchorage and Fairbanks during 1985 and 1986.

Table 1 summarizes the prices of royalty oil (paid by Tesoro Petroleum 

Company), unleaded regular gasoline (self service), and heating fuel #2 

in Anchorage. We provide prices on a quarterly basis for the first 

half of 1985, and monthly September 1985 through February 1986. You 

will note that Tesoro's royalty price maintained a fairly narrow range 

of $16.90 - $17.13/barrel between January and December 1985.1 However, 

the February 1986 royalty oil price of $10.88/barrel is markedly lower 

than the $17.13 price of December 1985--about 36 percent lower.

During the same period, the changes in retail fuel prices were mixed. 

Unleaded regular gasoline prices in Anchorage dropped over 6<j:/gal. 
between January and December 1985, but experienced a negligible decline 

between December 1985 and February 1986. The retail price of heating 

Fuel No. 2 increased during 1985 and declined less than a l<j:/gal be­

tween December 1985 and February 1986. Figure 1 graphs these price 

changes for Tesoro royalty oil and Anchorage retail .uel prices.

Table 2 presents the prices of royalty oil (paid by MAPCO Petroleum 

Company), unleaded regular gasoline ( »1 f service), and heating fuel 

No. 1 (also called Arctic Diesel) in Fa rbanks. Unfortunately, c o n­

sistent retail price data are not readily available for Fairbanks, 

particularly in the case of heating fuel prices. Nevertheless, we can

iTesoro began receiving royalty o P  under a new 26,000 bpd contract in 

October 1985— in addition to its existing 46,000 bpd contract. We 

weighted the two separate royalty oil contract prices in order to 

obtain an average price for this memorandum.



Representative Pignalberi
April 26, 1986
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make the following general observations about the prices.

1) MAPCO roya1ty oil prices did not change markedly during 1985, 

but the price dropped about 33 percent between December 1985 

($17.30/barrel) and February 1986 ($11.6 4 /barrel).

2) Unleaded regular gasoline retail prices increased over 7<f:/gal 

during 1985 and then remained virtually unchanged until early 

April 1986 when a survey by the Community Research Center 

(Fairbanks North Star Borough) noted an average drop of about 

9^/gal (or six percent).

3) Heating fuel No. I retail prices declined about 1051/gal between 

September 1985 an? early April 1986.

* * * * *

I hope this information is useful. Please contact me if I can be of 

further assistance.

GK



COMPARISON OF ROYALTY OIL AND RETAIL GASOLINE AND HEATING '..EL PRICES 

IN ANCHORAGE: 1985-1986

T A B L E  1

Tesoro Royalty --------- Retail Price

Oil Price Unlead Reg Gas Heating Fuel $2
Date (I/Barrel) (f/gal) (t/gal)

January 1985 $16.95 $1,268 $1,117
April 16.90 1.225 1.115
June 16.97 1.261 1.115
Septeiber 16.91 1.274 1.115
October!* 17.06 1.192 1.104
Noveiber 17.07 1.197 1.107
Oeceiber 1985 17.13 1.200 1.134

January 1966 15.53 1.198 1.136

February 10.88 1.196 1.132
Harch na na na

!!Beginning in October 1985, the royalty oil price is ueighted to 

account for different prices under tuo separate contracts.

Sources: Royalty prices: Royally Accounting Section, Dept, of Natural Resources. 

Retail prices: Bureau of Labor Statistics, U.S. Dept, of Labor.

Prepared by the House Research Agency, April 1986.
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COMPARISON OF ROYALTY OIL AND RETAIL SASOLINE AND HEATING FUEL PRICES 
IN FAIRBANKS: 1995-1936

HAPCO Royalty - - - - - - - Retail Price. . . . . . . .
Oil Price Unlead Reg Gas Heating Fuel tl

T A 3 L E  2

Date It/Barrel) (4/gal) (4/gal)

January 1935 17.13 1.299 na
March — 1.291 na
April 17.20 na na
June 17.25 1.312 na
Septenber 17.09 1.347 1.098
October 17.15 na na
November * t 17.13 na na
Decesber 1985 17.30 1.373 na

January 1986 16.14 1.375 na
February 11.6. na na
March na 1.373 na
April na 1.285 0.990

M M A P C O  begins producing gasoline at the North Pole refinery.

Sources: Royalty prices: Royalty Accounting Section, Dept, of Natural Resources.
Retail prices: Coaaunity Research Center, Fairbanks North Star Borough and 

Alaska Dept, of Lax.

Prepared by the House Research Agency, April 1936.



BILL SHEFFIELD. GOVERNOR

REPLY TO:

JvEPAKTM EAT OF LAW

O F F I C E  O F  T H E  A T T O R N E Y  G E N E R A L

□ 1031 IN 4th A VENUE 
SUITE 200
ANCHORAGE. ALASKA 99501 
PHONE: 19071 276-3550

M a r c h  11, 1986

□ 1st n a t io n a l  ce n te r
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701 
PHONE: 1907) 452-1563

&POUCH K ■ STATE CAPITOL

The H o n o rable Bill (Sheffield
JUNEAU, ALASKA 99311
PHONE: (907) 465-3600

Governor 
State of A l a s k a  
P.O. Box A  
Juneau, A K  99811

Dear G o v e r n o r  Sheffield:

E n c l o s e d  is m y  office's r e p o r t  on Fairb a n k s  gasoline
prices, as r e q u e s t e d  by your letter of J a n u a r y  13, 1986. As you 
know, d uri ng the last y e a r  g a s oline prices in F a i r ban ks have 
increased, d u r i n g  a time w h e n  crude oil prices have d e c r e a s e d  
substantially.

Our i n v e s t i g a t i o n  looked at all levels of the g a s oline
d i s t r i b u t i o n  s y s t e m  in Fairbanks: retail, wholesale,, d i s t r i b u­
ter, and refinery. Our c o n c l u s i o n  is that the h i g h e r’prices are 
the re sult of price increases at the r e f i n e r y  level. " That is, 
the refine r i e s  are cha rging mor e for r e f i n e d  gasoline, even 
chough they are p a y i n g  less for the crude oil they use to make 
the gasoline. This price increase has b e e n  e n t i r e l y  p a s s e d  on 
through the d i s t r i b u t i o n  cha in to the A l a s k a  consumer.

T here Lj no law a g ain st c h a r g i n g  h i g h  prices, as far 
too m a n y  A l a s k a n s  can testify. However, this s i t u a t i o n  is 
p a r t i c u l a r l y  deplorable. Alask a n s  are b e i n g  p a i d  less and less 
for the state r o y a l t y  oil that goes into the refiner]'', but are 
b eing c h arged m o r e  for the p r oduct that comes out of the
e f i n e r y .

S i n c e r e l y  yours,

H a r o l d  M. B r o w n  
A t t o r n e y  G e ner al

HliB: RDM: cck 
E n c l o s u r e :

cc: Hon. M i k e  Davis
A l a s k a  S tate House of 

R e p r e s e n t a t i v e s



FAIRBANKS GASOLINE REPORT

February, 1986

The F a i r bank s N o r t h  Star B o r o u g h  A s s e m b l y  p a s s e d  a r e s­

olution on D e c e m b e r  9, 1985, r e q u e s t i n g  that the G o v e r n o r

investig ate the price of gas oline a nd fuel oils in Interior  

Alaska. The A s s e m b l y  a s k e d  for an e x p l a n a t i o n  of w h y  reta il 

prices for g a s o l i n e  and fuel oils in I n t er ior A l a s k a  have

increased d u ring a time w h e n  (1) w o r l d  oil prices have declined, 

(2) the s u pply of crude oil exceeds the demand, and (3) retail  

gasoline a n d  fuel oil prices have d e c l i n e d  in m a n y  L o w e r  48 

markets. The G o v e r n o r  r e f e r r e d  the m a t t e r  to the A t t o r n e y  

General for investigation.

The A t t o r n e y  G e n e r a l ' s  i n v e s t i g a t i o n  f o c u s s e d  p r i m a r i l y  

on the price of m o t o r  g a s o l i n e  at the refiner, who les a l e ,  and 

retail levels in the F a i r b anks and N o r t h  Pole area. W h e r e  

appropriate, the Fairbanks gas ol i n e  m a r k e t  was c o m p a r e d  to the 

A n c h o r a g e  a nd J u n e a u  markets. Additi o n a l l y ,  the i n v e s t i g a t i o n

examined the F airbanks home  h e ating oil market, as r e q u e s t e d  by 

the B o r o u g h  A s s e m b l y ' s  resolution.

In p r e p a r i n g  this report, the A t t o r n e y  Gene ral's O ffi ce 

i n t e r v i e w e d  n u m erous p e t r o l e u m  p r o duct distributors, g a s o l i n e

retailers in F a i r banks and N o r t h  Pole, state economists, and 

i n d u s t r y .r e p r e s e n t a t i v e s  familiar w i t h  the Ancho rage, Fairbanks,
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and J u n e a u  g a s o l i n e  markets. 1/ S e veral subpoenas for 

t e s t i m o n y  and docum ents w e r e  i ssue d p u r s u a n t  to the A t t o r n e y

Genera l's a u t h o r i t y  u n d e r  the A l a s k a  R e s t r a i n t  of Trade Act, 

AS 4 5 . 5 0 . 5 6 2  -- AS 45.50.596.

This r ep ort contains a g e n eral s u m m a r y  of our findings. 

Most of the individuals and cor por a t i o n s  who p r o v i d e d  i n formation  

did so u n d e r  the c o n d i t i o n  that some or all of th<» specif-fc

i n f o r m a t i o n  r e l a t e d  to us be kept c o n f i d e n t i a l  fr c a  their 

competi tors. A d d itionall y, i n f o r m a t i o n  r e c e i v e d  pur suant to the 

A l a s k a  R e s t r a i n t  of Trade Act is c o n f i d e n t i a l  as a m a t t e r  of law. 

AS 45.50.492(e) . Therefore, the m a t e r i a l  p r e s e n t e d  in this

report is of n e c e s s i t y  g e nera l in nature. In all instances, the 

prices charged, volumes of gas sold, and o ther i n f o r m a t i o n  have 

b e e n  v e r i f i e d  i n d e p e n d e n t l y  from m o r e  than one source.

A. G e n eral M a r k e t  C h a r a c t e r i s t i c s  and Comparisons

1. Fa irbanks

M o s t  g a s oline .retailers in F a i r banks p u r chase their 

g a s oline f r o m  i n d e p e n d e n t l y - o w n e d  distri b u t o r s  k n o w n  as 

" jobb ers," who own b u l k  fuel storage facilities. The jobbers 

p u r c h a s e  b u l k  fuel either  from  Tesoro's b u l k  fuel storage

1 /  For a m o r e  complete d e s c r i p t i o n  of the J u n e a u  g a s oline 
market, p l e a s e  refer to the A t t o r n e y  G e n e ral's repor t conce r n i n g  
that s u b j e c t  dat ed M a y  13, 1985.
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facility in Fairbanks, from Tesoro's  N i k i s k i  r e f i n e r y  via A l a s k a  

R a i l r o a d  shipments, or from the M a p c o  r e f i n e r y  in N o r t h  Pole. 

The M a p c o  r e f i n e r y  b e g a n  selling m o t o r  g a s o l i n e  as of O c tober 31, 

1935.

The four m o t o r  g a s o lines sold on the r etail leve^. a 

Fairbanks are Chevron, Lesoro, Texaco, a n d  Union Oil of C a l i f o r­

nia. The Chevron, Texaco, and U n i o n  jobbers each m i x  a unique 

additi ve p a c k a g e  into the T esoro or M a p c o  fuel the}' purchase 

before s e lli ng it as b r a n d - n a m e  gasoline.

W i t h i n  a r o u g h  five-mile  radius ; of the d o w ntown 

Fairbanks core area there are 32 r etail gas stations. This area 

includes the City of Fairbanks and the Chena G o l d  Stream, 

University, and Steese fire service areas, and has an a p p r o x i m a t e  

p o p u l a t i o n  of 48,000 persons. Consequently, there is one gas 

station in the Fairbanks area for about every 1,500 people. 

These stati on^ range from c o m p l e t e - s e r v i c e  b r a n d e d  gas stations 

to c o n v e n i e n c e  stores w i t h  gas pumps to u n b r a n d e d  " p u mps-only" 

self-ser ve operations.

2. Anchora ge

The A n c h o r a g e  r etail m a r k e t  offers the same four 

b r a n d e d  m o t o r  gasolines sold in Fairbanks. A ll m o t o r  gasolines 

sold in A n c h o r a g e  originate from Tesoro 's N i k i s k i  refinery. 

Chevron, Texaco, and Union each have p r oduct excha nge agreeme nts 

w i t h  T e s o r o  u n d e r  w h i c h  they receiv e g a s o l i n e  in A.nchorage in
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return for d e l i v e r i n g  a similar q u a n t i t y  of crude oil or r e f ined 

ga s ol ine to T esoro at d e s i g n a t e d  Lower AS locations. Chevron, 

Texaco and U n i o n  "additize" Tesoro gasoline  beijre selling it in 

the A n c h o r a g e  area as their own b r a n d e d  product. U nlik e the 

j o bbe r s y s t e m  in Fairbanks, most r etailers in A n c h o r a g e  buy 

gascl i n e  d i r e c t l y  from b u l k  plants owned by the m a j o r  companies. 

There it a p p r o x i m a t e l y  one gas station for eve ry 2,300 persons in 

A n c h o r a g e .

3. J u n e a u

J u n e a u  area retailers buy g a s o line d i r e c t l y  from, one of 

just two b u l k  fuel sunpliers: a C h e v ron c o m m i s s i o n  agent and a

Union distributor. J u n e a u  area g a s oline originat es from west 

coast r e f i n e r i e s  in the L ower 48 ar i from Tesoro's Nikiski 

refinery. Ther e is a p p r o x i m a t e l y  one gas s t ation per 3,200 

persons in the J u n e a u - D o u g l a s  area.

B. A l a s k a  Gasoline  Ret ailers P a s s e d  on W h o l e s a l e  
Price Increases to Consumers during 1985______

A c c o r d i n g  to retail gas price data c o m plied by the 

C o m m u n i t y  R e s e a r c h  C enter of the Fairbanks N o r t h  Star Borough, 

the a v er age per g a l l o n  r e tail price of leaded regular gas in 

F airbanks i n c r e a s e d  by 7.9 cents b e tw een J a n u a r y  1985 and 

Decem b e r  1985. This figure exceeds the 7.3 cent per g a l l o n  

increase over the same p e r i o d  in the leaded r e g u l a r  w h o l e s a l e  

price bv .6 cents per gallon. See A p p e n d i x  A, Price C o m p a r i s o n  

Charts, and A p p e n d i x  B, Price Comparisons.
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Fairbanks C o m m u n i t y  R e s e a r c h  C e n t e r  data shows a 7. b 

cent per g allon increase in the average r e t a i l  price of un lea d e d  

regular b e t w e e n  J a n u a r y  1985 and D e c e m b e r  1985. This also 

exceeds the 6.8 cents per g a l l o n  increase over the same p e r i o d  in 

the w h o l e s a l e  price paid by Fa irbanks ret ailers by .6 cents per 

gallon. It appears that Fairbanks retai l e r s  p a s s e d  the wholesa le 

price increases they e x p e r i e n c e d  in the last year on to Fairbanks 

consumers w i t h o u t  s i g n i f i c a n t l y  incr ea s i n g  their profit margins.

A n c h o r a g e  re tail prices for l e aded and u n l e a d e d  regular 

gas i n c r e a s e d  by an average of about 8 cents .anc 9.7 cents per 

gallon, respectively, b e t w e e n  J a n u a r y  1985 and J a n u a r y  1986. 

These average retail price increases m a t c h  the a v erage  w h o l esale 

price increase of 8.0 cents per g a l l o n  d uring the same p e r i o d  in 

the case of leaded regular, and s l i g h t l y  e x c e e d  the average 

w h o l e s a l e  price increase of 8.0 cents per g a l l o n  in the c^se of 

u n l e a d e d  regular. Thus, A n c h o r a g e  r e t a i l e r s  also p a s s e d  along 

w h o l e s a l e  price increases d i r ectly  to local consumers.

J u n e a u  retail prices for leaded and u n l e a d e d  gas each 

increased b y  an average of 2.5 cents per g a l l o n  b e t w e e n  J a n u a r y  

1985 and J a n u a r y  1986. The re tail price increases c o n s i d e r a b l y  

e x c e e d e d  the average w h o l e s a l e  pr ice increases of .8 cents 

(leaded) and 1.8 cents (unleaded) over the same period. 

Therefore, J u n e a u  retailers not only p a s s e d  along w h o l e s a l e  price
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increases to the local consumer, but i n c r eased their p r ofit 

margins  as well.

C . Profit Comparisons

"Gross Profit M a r g i n  Per G a l l o n "  is used b y  the 

industry to describe the diff er e n c e  b e t w e e n  a retailer's per

gallon sales price and the per g a l l o n  w h o l e s a l e  price, i n c l u d i n g  

federal tax (9 cents per gallon), state tax (8 cents per g a l l o n  

in Alaska) and any local tax (4 p e rce nt in Juneau, n o n e  in 

Fairbanks or Anchorage). The "gross p rofit m a r g i n  per g a l l o n "  is 

calcu l a t e d  prior to d e d u c t i o n  of o v e r h e a d  costs s u c h  as 

utilities, salaries, insurance, r e nts /mortgages,  etc.,- and o f t e n  

varies a c c o r d i n g  to grade of g a s oline (leaded, unleaded, supreme, 

or d i e s e l ) , type of service (self-serve or full s e r v e ) , and

m e t h o d  of p a y m e n t  (cash or credit). Many, but not all, stati o n s  

charge more for credit card p urchases than for cash transactions. 

Sales v o l u m e  also varies a c c o r d i n g  to grade, type of service, and 

me t h o d  of payment.

W h e n  the w e i ghte d averag e is c o m p u t e d  for all gross 

profit m a r g i n s  at a p a r t i c u l a r  service station, the r e s u l t  is 

w h a t  the i n d u s t r y  refers to as the "pool m a r g i n . "  Pcol m a r g i n s  

for Fa irbanks dealers average about 13 to 22 cents per gallon, as 

c o m p ared to 9 to 11 cents per g a l l o n  for A n c h o r a g e  dealers and

about 21 to 23 cents per g a l l o n  for J u n e a u  dealers.
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F a i r b a n k s  dealers pump an a v era ge of about 6 5 , 0 0 0  --

70,000 g a llon s of gas per month, a l t h o u g h  there are a n u m b e r  of 

gasol i n e  retai l e r s  in F a i r b a n k s  that sell e i ther s u b s t a n t i a l l y  

above or b e l o w  that average. At 70,000 g a l lons per month, and 

w i t h  a 20 cent per gallon pool margin, a Fairbanks r e t a i l e r ' s  

annual gross profits from g a s o l i n e  sales w o u l d  total $ 1 6 8 , 0 0 0 .

A n c h o r a g e  and J u n e a u  dealers, on the average, pumr 

about 100,000 gallons month l y ,  a l t h o u g h  as with F a i r b a n k s

retailers, there are a n u m b e r  that sell s u b s t a n t i a l l y  a b o v e  or 

b e l o w  the average. At 100,000 gallons per month, and w i t h  a 10 

cent g a l l o n  pool margin, an A n c h o r a g e  retail e r ' s  annual gross 

profits f r o m  ga soline sales w o u l d  total $ 1 2 0 , 0 0 0 . At 1 0 0 , 0 0 0  

gallons mo nthly, and with a 22 cent per g a l l o n  pool margin, a 

J u n e a u  r e t a i l e r ' s  annual g r o s s  prof its from g a s oline sales w o u l d  

total $ 2 6 4 , 0 0 0 . Thus, F a i r b a n k s  is s q u a r e l y  in the c e n t e r  of 

Al a s k a ' s  three largest cities as far as r e t a i l  gasoline p r o f i t s  

are concerned.

S l i g h t l y  higher a v e r a g e  o v e r a l l  operating e x p e n s e s  

translate into an average 3 cents per g a l l o n  h i g h e r  cost of d oing 

b u s iness for Fa irbanks r e t a i lers as c o m p a r e d  w i t h  their A n c h o r a g e  

counterparts. Utilities a n d  r e n t s / m o r t g a g e s  are c h i e f l y  

r e s p o n s i b l e  for the oper ating cost d i f f e r e n t i a l  betweer A n c h o r a g e  

and Fairbanks. Salaries p a i d  by Fairb a n k s  retailers are, o n  the 

average, o n l y  m a r g i n a l l y  h i g h e r  than those p a i d  by A n c h o r a g e
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retailers, and insurance costs run about the same for each 

location.

Thus, Fairbanks r e t a i l e r s  m a k e  g r eater profits per 

g a l l o n  than their A n c h o r a g e  counterpar ts. To illustrate, the 

F a i r b a n k s - A n c h o r a g e  average r e t a i l  price d 1' fferential is 22.5 

cents per gallon. S u b t r a c t i n g  the 11.8 cent per gallon a v e r a g e  

w h o l e s a l e  price d i f f e r e n t i a l  and the 3.0 cent per gallon h i g h e r  

cost of doing business f r o m  this figure leaves a 7.7 c e n t  per 

g a l l o n  h i g h e r  average p rofit m a r g i n  for F a i r ba nks retailers than 

for A n c h o r a g e  retailers. This 7.7 cent per; g a l l o n  d i f f e r e n c e  

transl a t e s  into annual p r ofits o f  about $65,000 for the a v e r a g e  

Fa i r banks retailer.

D . Comparative M a r k e t  D y n a m i c s : Fairbanks and
A nchorage

A l t h o u g h  A n c h o r a g e  end F a i r b a n k s  are both r a i l b e l t  

communities, the market d y n a m i c s  of the two cities are q u i t e  

different. The 22.5 cent p e r  g a l l o n  a v e r a g e  r etai l price d i f f e r­

ence b e t w e e n  Fairbanks  and A n c h o r a g e  is o n l y  p a r t i a l l y  e x p l a i n e d  

b y  the a p p r o x i m a t e l y  11.8 cent per g a l l o n  h i g h e r  wholesale p r i c e s  

p a i d  by F a i r b a n k s  retailers and the 3.0 cent per gallon h i g h e r  

cost of doing business in Fairbanks.

A n c h o r a g e  profit m a r g i n s  have b e e n  less that h a l f  of 

those of Fairb a n k s  dealers for the *ast several years. This is 

p r i m a r i l y  b e c a u s e  of the p r e s e n c e  of h i g h  volume d i s c o u n t  

retailers in the A n c h orage market. L e w  p rofit margins in
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A n c h o r a g e  means that retail prices there have been held at the 

lowest levels in Alaska for a p r o t r a c t e d  period. I n d u s t r y  

o f f i cials  c o n sistently c h a r a c t e r i z e  the A n c h o r a g e  m a r k e t  as 

" f i e r c e l y  competitive ."

It appears that the a b s ence in Fairban ks of a high 

v o l u m e  price cutter along the lines of those currently f o u n d  in 

A n c h o r a g e  has enabled F a i r b a n k s  dealers to hold on to their 

h i g h e r  p r o f i t  margins. W i t h  one gas s t a t i o n  in Fairbanks for 

e v e r y  1,500 people, compared w i t h  one for e v e r y  2,300 p e o p l e  in 

Anchorag e, c o m p e t i t i o n  s hou ld be stronger. 2/

E. N o r t h  Pole: P o t e n t i a l  R etail Price
Reductions_____________ ____________________

N o r t h  Pole is a c o m m u n i t y  of about 1,600 people a n d  is 

lo cated 13 miles southeast of d o w n t o w n  Fairbanks. T h e r e  are 

three gas stations at the i n t e r s e c t i o n  of the Ri chardson H i g h w a y  

and B a d g e r  R o a d / S a n t a  Claus L a n e  that, a c c o r d i n g  to a N o v e m b e r  4, 

1985 a r ticle in The North P o l e  P a p e r , w e r e  e n g a g e d  at the time in 

a "gas w a r . "  A l l  three stations were sel ling gas at s e l f - s e r v e  

cash prices of $1,149 (leaded) and $1,209 (unleaded), a n d  one

2/ This is not to say that there are no high v o l u m e  gas stations 
I n  the F a i r b a n k s  area. Two h i g h  v ol ume stations are found in the 
So u t h  C u s h m a n  Street area of Fairbanks. However, a f t e r  
di f f e r e n c e s  in w h o l es ale p rices and o p e r a t i n g  costs are t aken 
into account, h i g h  volume stati ons in Fai rbanks do not cut prices 
anywh e r e  n e a r  as m u c h  as the A.nchcrage disco unt stations.



FAIRBANKS GASOLINE REPORT F e b ru a ry ,  1986
Paee 10

s t ation r e p o r t e d l y  claimed to be s e l li ng gasoline b e l o w  cost.

D u r i n g  the w e e k  of J a n u a r y  13, 1986, prices at these stations had 

i n c r e a s e d  s l i g h t l y  to $1,189 (leaded) and $1,249 (unleaded).

This was r o u g h l y  12.5 cents per g a l l o n  c h e aper than the Fairbanks 

p r i c e .

The prices at the N o r t h  Pole stations have over a 

p e r i o d  of months r e m a i n e d  at least 12 to 13 cents b e l o w  average 

s elf-s e r v e  cash prices in Fairbanks. The station owners we 

i n t e r v i e w e d  stated that these low prices wer e a direct result of 

intense c o m p e t i t i o n  among the three stations.' for the commuter

trade. The N o r t h  Pole stations still m a k e  an a ppr oximate 5.0 

cents per g a l l o n  profit on these sales.

E v e n  though the three N o r t h  Pole stations are 13 miles 

f r o m  d o w n t o w n  Fairbanks, if this price dif fer e n c e  persists over a 

long p e r i o d  of time, it m a y  v e r y  well have a lowering effect on 

F a i r b a n k s  prices. The retailers w e  i n t e r v i e w e d  were  a c u t e l y  

aware of the N o r t h  Pole prices. One Fa irbanks dealer e x p r e s s e d  

great c o n c e r n  over this price difference. A n o t h e r  r e p o r t e d  that 

his customers have asked h i m  for ex plan a t i o n s  of w h y  retail

prices are h i g h e r  in Fairbank s than in N o r t h  Pole. A  third

dealer s t a t e d  that he is w a t c h i n g  the gas pricing of the N o r t h

Pole stations v e r y  closely; and that if the North  Pole re tail

m a r k e t i n g  s t r a t e g y  of w a g i n g  gas wars reaches the F a i r banks

market, it w i l l  have a c o n s i d e r a b l e  effect on Fairbanks prices.
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F. H e a t i n g  Oil Prices

Unlike m o t o r  g a s o l i n e  prices, n umb er 1 and n u m b e r  2 

h e a ting oil prices in the F a i r banks areas have been on the 

decline. The Fall 1985 C o m m u n i t 3/ R e s e a r c h  Q u a r terl y p u b l i s h e d  by 

the Fairbanks N o r t h  Star B o r o u g h  C o m m u n i t y  R e s earch  Center 

indicates that the aver age r etail prices for n u m b e r  1 and number 

2 h e a t i n g  oil have d e c r e ased b y  5.5 cents and 5.2 cents per 

g a l l o n  respectively, b e t w e e n  S e p t emb er 1984 and September 1985; 

(see page 83 of that publication).

The a v e r age per g a l l o n  price in September 1985 for 

n u m b e r  1 h e atin g oil was $1,098 and the average for number 2 was 

$1.04. A  Januar;/ 1986 phone survey of home h e ati ng oil prices in 

A n c h o r a g e  r e v e a l e d  an average per g allon price for n u m b e r  1 cf 

$1,195 and an a v e r a g e  price for n umber 2 of $1,115. (Both 

Fairbanks and A n c h o r a g e  prices cite d here are based on automati c 

d e l ivery of 500 g a l lons of heating oil.) Thus, home heati ng oil 

prices in Fairbanks are not only declining, but also average 9.7 

cents (number 1) and 7.5 cents (number 2) per g a l l o n  less than 

A n c h o r a g e  home h e a t i n g  oil prices.
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CONCL U S I O N S

A. H i g h e r  M a rgins in Fairbanks Due to W e a k  
C o m p e t i t i o n _____________________________________

The A t t o r n e y  Gener al's Office e x a m i n e d  the p o s s i b i l i t y  

that price diffe r e n c e s  b e t w e e n  A n c h o r a g e  and F a i r banks are due in 

part to v i o l a t i o n s  of the state's a n t i t r u s t  laws. However, we 

h a v e  found no e v i dence  to date w h i c h  indicates a n y  w i d e s p r e a d  

c o n s p i r a c y  on the part of Fairbanks r etailers to engage in price 

fixing, nor is there any i n d i c a t i o n  that such a c t i v i t y  has 

o c c u r r e d  at the j o b b e r  or r e finer levels. 2/

I n s t e a d  of u n c o v e r i n g  a n t i t r u s t  violations, the 

i n v e s t i g a t i o n  r e v e a l e d  that the h i g h e r  F a i r banks p r ofit margins 

are the r e sult of u n a g g r e s s i v e  pricing by retailers. Price 

c o m p e t i t i o n  in the Fai rbanks r etail gas m a r k e t  is sluggish, 

despite a c o m p a r a t i v e l y  h i g h  c o n c e n t r a t i o n  of r e tail gas 

stations. The h i g h  per c a pit a gas s t ation ratio in Fairbanks 

s hould enco u r a g e  m u c h  m o r e  v i g o rous c o m p e t i t i o n  than p r e s e n t l y  

e x i s t s .

2/ There are indications that at least one gas s t at ion a t t e m p t e d  
to fix prices by trying to convince a n e a r b y  c o m p e t i t o r  to join 
in a p l a n  to raise prices. F u r t h e r  investigation, however, 
r e v e a l e d  that the c o m p e t i t o r  w h o  was a p p r o a c h e d  w i t h  the 
p r i c e - f i x i n g  p r o p o s a l  did not agree tj it. In the abse nce of an 
a g r e e m e n t  by two or mo re c o mpetitors to fix, raise, maintain, or 
o t h e r w i s e  m a n i p u l a t e  prices, there is no c o n s p i r a c y  in r e s t r a i n t  
of trade a c t i o n a b l e  u n d e r  state a n t i trus t laws.
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Instead, F a i r b a n k s  dealers are able to m a i n t a i n

c o n s i s t e n t l y  high  prices ana thus hr'gh p r o f i t  margins. W h e n

a s k e d  to e x plain this phenomenon, one F a i r banks dealer o f fered

the foll owing explanation:

E v e r y b o d y  here seems to have a feel for w h a t  it 
costs to operate, and they're not r e a l l y  trying to 
prove a n y t h i n g  to anybody. Tomorrow, if I w a n t e d  
to, I c o u l d  k n o c k  10 cents a g a l l o n  off of all of 
m y  prices. I'll p i c k  up volume for m a y b e  one or 
two days. But the m i n u t e  that's up, (my c o m p e t­
itors) are g o i n g  to see that I w e n t  down and I 
g u a r a n t e e  that w i t h i n  two or three days they'll 
m a t c h  me. So therefore, there's no advan t a g e  for 
me to be down there. T he only a d v a n t a g e  is, it 
w o u l d  make us all go bro* , and that';s just c o mmon 
sense. In this area up here, we k n o w  that, and we 
k n o w  that's b a s i c a l l y  h o w  it's w o r k e d  for years up 
here. E v e r y b o d y  w a t c h e s  everybody. By w a t c h i n g  
ev e r y b o d y  in that aspect, you r e a l l y  k i n d  of, I 
w o u l d  say, contr ol the market. I w o u l d  n e v e r  say 
it's a f o r m  of price fixing, but it's a form of 
m a i n t a i n i n g  your margins, I w o u l d  say.

To the e x tent that these comments are r e p r e s e n t a t i v e  of 

Fairbanks dealers generally, they r e fl ect a l e s s - t h a n - a g g r e s s i v e  

attitu de toward c o m p e t i t i v e  pricing, and are c o n s i s t e n t  w i t h  some 

of the conclu sions r e a c h e d  in a F e b r u a r y  1, 1983 r e p o r t  entitled, 

"Alaska P e t r o l e u m  P r o d u c t  P r i c i n g "  p r e p a r e d  for the A ) 'ska Senate 

Resources Commi t t e e  b y  Louis F. D e L o n g  and L l o y d  M. P e r n e l a  of 

Pacific-Alaska, Inc. The D e L o n g  and P e r n e l a  report, w h i c h  

c o vered the p e r i o d  of 1 9 8 u -- 1982, a r r i v e d  at the f o l l owing 

c o n c l u s i o n s :

The prices of m o t o r  g a s o l i n e  in F a i r bank s at the 
retail level i n c r e a s e d  s i g n i f i c a n t l y  d uring  1980,
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a p e r i o d  of i n c r e a s e d  costs of crude oil. 
S t a r t i n g  in e a r l y  1981 until today (February 1, 
1983), g a s o l i n e  prices have r e m a i n e d  steady in 
spite of s i g n i f i c a n t  decreases in crude costs.
The m o t o r  g a s o l i n e  r eta il m a r k e t  has r e a c t e d  to 
cost increases on the u ps ide but r.ot on the
downside. This lack of a m a r k e t  r e a c t i o n  to d e­
clining costs seems to indi cate a " s t r u c t u r e d "  
n o n c o m p e t i t i v e  r etail e n v i r o n m e n t  in Fairbanks.

D e Lon g and P e r n e l a , 1983, at 83.

We w e r e  told by several sources that b y  summer's end

this year, b e t w e e n  4 a n d  12 a d d i t i o n a l  gas stations of various

types w i l l  have o p e n e d  in the Fa irbanks area. This w o u l d  result

in the h i ghest c o n c e n t r a t i o n  of gas stations per c a p i t a  in

Alaska, if net in the e n tire Northwest. T here is s p e c u l a t i o n

that these n e w  stations w i l l  sell g a s o l i n e  s u b s t a n t i a l l y  b e l o w

current prices to e s t a b l i s h  a m a r k e t  share. In that event,

existi ng gas stations w o u l d  be forced to lower prices Lo p r e s e r v e

their current m a r k e t  share. W h e t h e r  this s c e n a r i o  a c t u a l l y

becomes a reality, of course, remains to be seen.

As m a t t e r s  s.tand, we con clude that w e a k  c o m p e t i t i o n  and

tacit a g r e eme nt b e t w e e n  Fairbanks retai l e r s  "not to r o c k  the

boat" has kept their p r o f i t  margins h i g h  du ring the last several

years. This does not explain, however, w h y  Fa irb a n k s  g a s o l i n e

r e t a i l  prices have i n c r e a s e d  during the last year, w h e n  in-state

oil prices have d r o p p e d  significantly. The in crease in retail

prices does not a ppear  to be the r e sult of i n c r e a s e d  p rofit

m a r gins at the r etai l level. Rather, the r e t a i l e r s  have s imply
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pa s s e d  on p r i c e  increases at tne w h o l e s a l e  level to the Fairbanks 

consumer. T h e s e  w h o l e s a l e  price increases, we have determined, 

are due to p r i c e  inc reases at the r e f i n e r y  level. 4/

3. A l a s k a  Price Increases R e s u l t  f r o m  H i g h  R e f i n e r y  
Prices

Th e  price of crude oil p u r c h a s e d  by Tesoro, A l a s k a ' s  

principal i n - s t a t e  r e f i n e r  of m o t o r  g a s o l i n e  d uring 1935, is 

go v e r n e d  l a r g e l y  by a l o n g - t e r m  r o y a l t y  oil s uppl y c o n t r a c t  w i t h  

the State o f  Alaska. U n d e r  this contract, T e s o t o ' s  p u r c h a s e  

price is set at the w e i g h t e d  average of in v a l u e  amounts r e p o r t e d  

m o n t h l y  by P r u d h o e  B a y  prcdi'.cers and is s u bject to a d j u s t m e n t  in 

accordance w i t h  the c u r r e n t  l itigation o v e r  the v a l u e  of N orth 

Slope oil production . U n l i k e  the r a p id ly f l u c t u a t i n g  w o r l d  spot 

prices, the r e p o r t e d  in v a l u e  N orth Slope royalties, and hence 

the price u n d e r  Tesoro',s l o n g - t e r m  contract, g e n e r a l l y  react 

slowly  to c h a nges in the w o r l d  oil market. 5/

4/ See A p p e n d i x  B. The r e f i n e r y  price for leade d g a s o l i n e  
T n c r e a s e d  by 6.2 cents per g allon b e t w e e n  January, 1985 and 
January, 19S6. The j o b b e r s  p a s s e d  this i n c r e a s e  (with a little 
extra) on to the retailers, increasing  the w h o l e s a l e  price b y  7.3 
cents per g a l l o n  d uring the same period. U n l e a d e d  g a s o l i n e "wen t 
up 6.8- cents per g a l l o n  at the refinery, a n d  6.$ cents per g a l l o n  
at the w h o l e s a l e  level. Thus, the r e f i n e r y  p r i c e  i n c rea se for 
u n l e a d e d  \ a s  p a s s e d - t h r o u g h  b y  the jobbers to the r e t a i l e r s  w i t h  
only a slight surcharge.

5/ B e t ween e a r l y  D e c e m b e r  1985 and m i d - F e b r u a r y  1986, w o r l d  spot
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T h e  s l o w  decline in r o yalty c o n t r a c t  prices does not

provide an e x p l a n a t i o n  of w h y  gas pr ices in F a i r banks have 

increased o v e r  the last year. Desp ite a d o c u m e n t e d  one dollar

per barr el d e c l i n e  in r e p o r t e d  Prudhoe B a y  r o y a l t y  oil prices

over the last y e a r ,  our o f f i c e  has i n d e p e n d e n t l y  v e r i f i e d  that 

A laska's m a j o r  g a s o l i n e  p r o d u c e r  has a c t u a l l y  r aised its selli ng 

prices during that time.

T e s o r o  is the o n l y  in-state r e f i n e r  w h i c h  p r o d u c e d  

iiiucor g a s oline t h r o u g h o u t  the entire c a l e n d a r  year 1985. As 

m e n t i o n e d  earlier, Mapco o n l y  started refining- m o t o r  g a s o l i n e  as 

of October 21, 1985. A l l  g a s o l i n e  sold in F a i r b a n k s  and A n c h o r­

age is e ith er T e s o r o  or M a p c o  gasoline, r e g a r d l e s s  of w h a t  b rand 

name is on the pump. The b u l k  of T e s o r o ' s  N i kiski refiner;/ 

feedstock in 1985, a p p r o x i m a t e l y  40,000 b a r r e l s  per day, comes

m a r k e t  prices have d r o p p e d  b y  m o r e  than $10 pe r barrel, to the 
$15 per b a r r e l  range. However, the p o s t e d  price of a m a j o r  
Prudhoe Bay producer, Sohio, has only f a l l e n  $4 per b a r r e l  in 
that period. Further, that declin e did not o c c u r  u n t i l  F e b r u a r v  
1986.

The decline r e s i s t a n c e  of N o r t h  Slope c r u d e  oil prices is 
amplified for i n - s t a t e  r e f in ers since there is a t w o - m o n t h  lag 
period  b e f o r e  p r i c e  changes are passed on to A l a s k a  refiners. 
This is due to the m e t h o d  u s e d  to report and c a l c u l a t e  the v a l u e  
of r o yalty oil. Thus, the current decline in spot m a r k e t  prices 
will not be r e f l e c t e d  in state r o y a l t y  oil c o n t racts  u n t i l  this 
spring.
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from the l o n g - t e r m  state P r u dhoe Bay r o y a l t y  oil contract 

de s c ribed above.

B e c a u s e  of the lag in the price changes und er the 

r o y alty oil contracts, the per barrel price b i l l e d  to T e soro for 

r o y alty oil in January, 1985 was b a s e d  on the in v a lue amount 

r e p o r t e d  by the P r u d h o e  Bay prod ucers for the m o n t h  of N o v ember 

1984. That price, as m o s t  r e c e n t l y  revised, was S17.96 under 

Tesoro's 40,000 b a r r e i - p e r - d a y  contract.

The per b a r r e l  pr ice b i l l e d  to T e s o r o  u n d e r  the same 

contract in J a n u a r y  1986, b a s e d  on N o v e m b e r  1 9 8 5 's r e p o r t e d  in 

v a l u e  amount, was $16.99. Therefore, the per b a r r e l  price paid 

by Tesoro for the b u l k  of its 1985 P r u d h o e  Bay f e e d s t o c k  

decre a s e d  by 97 cents b e t w e e n  J a n u a r y  1985 and J a n u a r y  1986. 

This amounts to a 2.3 cent r e d u c t i o n  on a per g a l l o n  basis.

D e s p i t e  the d e c r e a s e in Tesoro's p r i c e  for the b u l k  of 

its 1985 feedstock, the w h o l e s a l e  prices for all four b r ands of 

g a s o line in A.nchorage. and F a i r bank s i n c r ease d by an a v erage of 

about 6.5 cents per g a l l o n  over the last year.

The inverse r e l a t i o n s h i p  b e t w e e n  d e c r e a s i n g  1935 

r o y a l t y  oil p r i c e s  an d i n c r e a s i n g  1985 selling prices is a strong 

i ndication that T e s o r o  a n d  the oil companies w h i c h  sell Tesoro 

g asoline u n d e r  their b r a n d  names have been p u r s u i n g  a "what the 

m a r k e t  will b e a r "  p r i c i n g  s t r a t e g y  for s e lling m o t o r  g a s oline in 

Alaska. Over the last year, increases e s t a b l i s h e d  by oil
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companies in their A l a s k a  sel ling prices have been p a s s e d  on 

throughout the p e t r o l e u m  d i s t r i b u t i o n  chain to retailers, and 

u l t i m a t e l y  to A l a s k a n  consumers.

Conversely, r e d u c t i o n s  in crude a c q u i s i t i o n  costs 

during 1985, insofar as such data is a v a i l a b l e  to us, do not 

appear to have been p a s s e d  along by the oil companies. In this 

regard, the DeLong and P e r n e l a  report, on page 82, asserts that 

one r e ason A l a s k a  r e f i n e r i e s  are h i g h l y  p r o f i t a b l e  is that "... 

the reductions in crude p r i c i n g  are not being r e f l e c t e d  in the 

A laska m a r k e t  price of the r e f i n e d  p r o d u c t s . "  •

A. s u s t a i n e d  lowering of crude s u pply prices, in t r a d i­

tional economic theory, s h o u l d  result in an e v e ntual lowering of 

retail prices to consumers. However, A l a s k a  r efin e r s  appear to 

be s tretching their p r o f i t  m a r g i n s  by i n c r e a s i n g  their prices 

despite the lower cost of crude oil. As r e p o r t e d  in an A n c h o r a g e  

Daily News arti cle da ted F e b r u a r y  12, 1986, t itled  " A l a s k a  W o n ' t  

See Cheaper Gas Soon,." oil i n d ustr y o ffic i a l s  e x p r e s s e d  

u n c e r t a i n t y  as to w h e t h e r  and w h e n  A l a s k a ' s  consumers will  

benefit from the k i n d  of r e t a i l  gas pric e r e d u c t i o n s  c u r r e n t l y  

enjoyed by consumers in m a n y  Loweir 48 markets. The c o n sumer 

ce r t ainly w i l l  not see lower gas prices at the pump w h e n  prices 

at the r e f i n e r y  are goin g up.
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A P P E N D I X  A 

PRICE C O M P A R I S O N  SHEET

(Self-Serve Cash Price s )

I. January 1985 L e a d e d  rcegular Gas Average Per G a l l o n P r i c e ,

Fairbanks A n c h o r a g e J u n e a u

Average J o b b e r  B u ying Price $1,031 S O .943 M / A

Average W h o l e s a l e  Price $1,080 $ 0,955 S I . 165

Average R.eCail Price $1,237 $0 , 9 9 0 $1,405

Average Recall Profit M a r g i n $0,157 $0 , 0 3 5 $0,240

II. January 1986 L e a d e d  Regu lar Gas Average P e r  G a l l o n Prices

Fairbanks A n c h o r a g e J u n e a u

Average J o b b e r  Buying Price $1,093 $ 1 , 0 0 8 M / A

Average W h o l e s a l e  Price $1,153 $ 1 , 0 3 5 $1,173

Average R e C a i l  Price $1,316 $ 1 , 0 7 0 $1,430

Average R e C a i l  P rofic  M a r g i n $0,163 $0,035 $0,257

III. January 1985 U n l e a d e d  R e g u l a r  Gas A v e r a g e  Per G a l l o n  Prici

Fairbanks A n c h o r a g e J u n e a u

Average J o’ be r  B uying Price $1,077 $ 0 , 9 8 9 N / A

Average W h o l e s a l e  Price $1,132 $ 1 , 0 0 2 $1,205

Average R ecall Price $1,301 $ 1 , 0 7 0 $1,464

Average R eCail P r ofic M a r g i n $0,169 $ 0 , 0 6 8 $0,259
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IV. January 1 9 5 6  U n l e a d e d  R e g u l a r  Gas A v e r a g e  Per G a l l o n  Prices

Fairbanks A n c h o r a g e J u n e a u

Average J o b b e r  E u v i n g  Pri ce $ l . M i $ 1 . 0 5 6 N / A

Average W h o l e s a l e  Price $1,200 $1. 108 $1,223

Average Retail P r i c e $1,375 $1. 167 $1,489

Average Retail P r o f i t  M a r g i n $0,175 $ 0 . 0 5 9 $0,266

Note: All p r i c e s  include 17 cents federal/st te tax.

VO 
O
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A P P E N D I X  3 
P R I C E  COMPARISONS

I. J O B B E R  B UYING PRICES

M a n y  fuel p u r c h a s e r  w h o  buy m o t o r  g a s o l i n e  at j o b b e r  

buying prices h o l d  a q u a l i f i e d  dealer's l i c e n s e  w h i c h  enables 

them to m a k e  fuel p u r c h a s e s  on a t a x - e x e m p t  basis. Some 

companies w h o  are not q u a l i f i e d  dealer l i c e n s e  holders are able 

to p. rchase m o t o r  g a s o l i n e  f r o m  an oil c o m p a n y  at j o b b e r  b u y i n g  

prices, but s u c h  p u r c hases  are not tax-exempt. For the sake of 

uniformity a n d  for ease of comp ar i s o n  w i t h  w h o l e s a l e  and r e t a i l  

prices p r e s e n t e d  later in this report, the j o b b e r  b uying p r ices 

presented in t h i s  sec on are inclusive of f e d e r a l  and state tax.

A. Fai rb a n k s

In J a n u a r y  1985, the average per g a l l o n  price of g a s o­

line paid b y  F a i r banks  j o b ber s to the m a j o r  oil companies, 

including 17 cents f e d e r a l / s t a t e  tax, w a s  $1,031 for l ea ded 

regular and $ 1 , 0 7 7  for u n l e a d e d  regular. B y  Januar]/ 1986, the 

average price f o r  these p r o ducts had i n c r e a s e d  to $1,093 (leaded) 

and $1.41 (unle a d e d ) .  This resu l t e d  in a n  a v e r a g e  per g a l l o n  

increase over  the last ye ar of 6.2 cents (leaded) and 6.4 cents 

(unieaded) .

B . A n c h o r a g e

E v e n  t h o u g h  most A n c h o r a g e  r e t a i l e r s  do not b u y  g a s o­

line from j o b b e r s ,  the m a j o r  oil companies m a i n t a i n  j o b b e r  b u y i n g  

prices for the A n c h o r a g e  area, as some r e t a i l e r s  are s e r v e d  by
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jobbers. In J a n u a r y  1985, the average per g a l l o n  j o bbe r b uying 

price of g a s o l i n e  in Anchora ge, including 17 cents f e d e ral/sta te 

tax, was $ . 9 4 3  (leaded) and $.989 (unleaded). By J a n u a r y  1986, 

these a v e r a g e s  h a d  i n c r e a s e d  to $1,008 (leaded) and $1,056 

( u n l e a d e d ) , r e p r e s e n t i n g  a v e ra ge per g a l l o n  annual increases of 

6.6 cents a n d  6.7 cents, respectively.

C . J u n e a u

S i n c e  b r a n d e d  m o t o r  gasolines in J u n e a u  are sold to 

retailers b y  b u l k  facil i t i e s  o w ned by C h e v r o n  and Unocal ra ther 

than by i n d e p e n d e n t l y - o w n e d  jobbers, no j o b b e r  b uying prices are 

available f o r  Juneau.

D . F a i r b a n k s / A n c h o r a g e  Jobber 3uving Prices

In J a n u a r y  1985, Fairbanks j o b b e r  b u y i n g  prices 

averaged 8.8 cents per g a l l o n  h igher than for b o t h  leaded and 

unlea d e d  g a s o l i n e  than A n c h o r a g e  j o b b e r  b u y i n g  prices. In 

J a n uary 1986, F a i r b a n k s  j o b b e r  b uyin g prices a v e r a g e d  8.5 cents 

per gallon h i g h e r  for b o t h  leaded  and u n l e a d e d  gasolin e than 

Anchorage j o b b e r  b uying prices.

II. W H O L E S A L E  PRICES

A. Fair banks

In J a n u a r y  1985, the average per g a l l o n  delivered 

wholesale p r i c e  of g a s o l i n e  paid by Fairban ks retailers, 

including 17 cents f e d e r a l / s t a t e  tax, was $1.08 for leaded 

regular and $1,132 for u n l e a d e d  regular. By J a n u a r y  1986, the
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av erage price pai d by F a i r b a n k s  r e t a i l e r s  for these products 

i n c r e a s e d  to $1,153 an d $1.20 respectiv ely. Thus, over  the last 

year, the a v era ge w h o l e s a l e  p r i c e  i n c r e a s e d  by 7.3 cents per

g a l l o n  for l e aded r e g u l a r  and 6.8 cents per g a l l o n  for u n l e a d e d  

regular.

B. A n c h o r a g e

In J a n u a r y  1985, the a v erage per g a l l o n  d e l i v e r e d

w h o l e s a l e  price of gasoline p a i d  by A n c h o r a g e  r e t a il ers was $.955 

for leaded r e g u l a r  and $1,002 for u n l e a d e d  regular. By J a n u a r y  

1986, these averages i n c r e a s e d  to $1,035 and $1,108 respectively . 

Thus, over the last year, the a v e r a g e  w h o l e s a l e  price i n c r e a s e d  

by 8.0 cents per g a l l o n  for l eaded r e g u l a r  and 8.0 cents per 

g a l l o n  for u n l e a d e d  regular. In e a r l y  1985, A n c h o r a g e  a v e r a g e

w h o l e s a l e  prices w e r e  lower than those in Seattle. However, at 

present, Seattle w h o l e s a l e  prices a v e rage abou t 10 cents lower 

than those in Anchorage.

C . Juneau

In J a n u a r y  1985, the average per g a l l o n  d e l i v e r e d

w h o l e s a l e  price of g a s o l i n e  p a i d  by J u n e a u  r e t a i l e r s  was $1,165 

for leaded regular and $1,205 for u n l e a d e d  regular. By J a n u a r y  

1986, these figures w e r e  $1,173 a n d  $1,223 respec t i v e l y .  This 

repres e n t s  an a v erage net increase of .8 cents (leaded) and 1.8 

cents (unleaded) as b e t w e e n  J a n u a r y  1935 and J a n u a r y  1986. 

However, J u n e a u  w h o l e s a l e  prices a c t u a l l y  rose to a m i d - 1985
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average of about 4 cents per g a l l o n  h i g h e r  than 19S5 year-er.d 

l e v e l s .

D. F a i r b a n k s / A n c h o r a g e / J u n e a u  W h o l e s a l e  Price 
C o m p a r i s o n ___________________________________________ _

In J a n u a r y  1985, F a i r banks  retaile rs p a i d  an average of 

12.5 cents per g a l l o n  more for leaded r e gular and 13.0 cents per 

g lllon m o r e  for u n l e a d e d  r e gular than did A n c h o r a g e  retailers.

At the same time, J u n e a u  retailers pai d an a v e r a g e  of 8.5 cents

(leaded) and 7.3 cents (unleaded) per g a l l o n  m o r e  than Fairbanks 

r e t a i l e r s .

In J a n u a r y  1986, Fai rbanks r etailers p a i d  an avera ge of

11.8 cents per g a l l o n  more for leaded r e g u l a r  and 11.8 cents per 

g allon m o r e  for u n l e a d e d  regular than did A n c h o r a g e  retailers.

In the same month, J u n e a u  dealers p a i d  an a v e r a g e  of 2.0 cents

(leaded) and 2.3 cents (unleaded) m o r e  than Fairbanks retailers.

F r e i g h t  and loading costs a s s o c i a t e d  w i t h  t r a n s p o r t i n g  

m o t o r  gasol i n e  f r o m  A n c h o r a g e  to Fai rbanks have r a n g e d  from about 

9 to 12 cents per gallon, d e p e n d i n g  upon the q u a n t i t y  of fuel 

shipped.

III. R E T A I L  PRICES

A. L e a d e d  Regular

D u r i n g  the w e e k  of J a n u a r y  13, 1986, w i t h  one or two 

exceptions, cash prices for self-s e r v e  leaded r e g u l a r  g a s o l i n e  in 

the F a i r bank s area (excluding N o r t h  Pole) r a n g e d  f r o m  $1,279 to 

$1,349 per gallon, and a v e r a g e d  $1,316 per gallon. D u r i n g  the
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sane week, leaded gas at self-ser ve cash prices in A n c h o r a g e  sold 

at b e t w e e n  $1,039 and $1,099, w i t h  an a v erage of about $1.07 per 

gallon. In Juneau, w i t h  one or two exc eptions, s e l f - s e r v e  cash 

prices for leaded r e g u l a r  r a n g e d  from $1,319 to $1,469, w i t h  an 

average of $1.43 per gallon.

B . U n l e a d e d  Regular

During the w e e k  of J a n u a r y  13, 1986, w i t h  one or two 

exceptions, cash prices for s el f-serve u n l e a d e d  r e g u l a r  g a s oline 

in the Fairbank s area r an ged from $1,319 to $1,409 w i t h  an 

average of $ 1 . 3 75. U n l e a d e d  self-se rve cash prices in A n c h o r a g e  

during the same w e e k  r ang ed from $1,139 to $1,199, and a v e r a g e d  

about $1,167 In Juneau, w i t h  one or two exceptions, u n l e a d e d  

regular  cash prices r a n g e d  from $1,369 to $1,519, and a v e r a g e d  

$1,489. (Note: For about a 35-dav p e r i o d  at the end of 1985,

several J u n e a u  retailers lowered their prices by a p p r o x i m a t e l y  20 

cents per g a l l o n . )

C . A v e r a g e  R e tail Price Compa r i s o n s

F a i r banks leaded r e gular s e l f - s e r v e  cash prices durin g 

the w e e k  of J a n u a r y  13, 1986 a v e r a g e d  24.6 cents per g a l l o n

h igher than those in Anchorage, and 11.4 cents per g a l l o n  lower 

than those in Juneau. Fairbanks u n l e a d e d  r e g u l a r  self- s e r v e  cash 

prices during the same w e e k  a v e r a g e d  20.8 cents per g a l l o n  h i g h e r  

than those in Anchorage, and 10.5 cents per g a l l o n  lower than 

those in Juneau. Overall, Fairbanks s e l f - s e r v e  cash prices



FAIRBANKS GASOLINE REPORT F e b ru a ry ,  1986
t Page 26

average d about 22.5 cents per g a llon h i ghe r than A n c h o r a g e  

prices, and about 11.0 cents per g allon  lover than J u n e a u  prices 

during m i d - J a n u a r y  1986.
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"An Act r e q u i r i n g  in-state refiners to submit and the Department of 
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L ] do pass [ ] do not pass

i ] do pass with attached a m e n d m e n t s (s )

/  • ✓* r I J s a m e  t i t l e
i v  ] replace with CS for t . - f t  l -b ' I  ■ '  f t .  v J  i [/.J-"ne w title

and recommends  :_________________ .
~  /•/->--/" >-<■• /. f t  j

[ ] AND attaches a "Letter of Intent" [ \ / ]  New Fiscal Note

. - ^ [ ] Zero Fiscal Note Attached
[ / A  r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] referred to the   Committee

SIGNING MEMBERS HAVING



STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:
R EQ U EST FISCAL DETAIL

Bill/Resolution No.: CSHB 445
Tit,e : An Art, rplat.ing tn infnrmatinn BRU :___Frnnnmir -DpupJnpmpnt. AHvnrat.p<;

Agency Affected: fnmmprrp A  Frnnnmir D p v p I  npmpnt.

nn royalty nil and gas.

Sponsor: Marca-A P-igna.l-herii.
Requestor:____________________

Components : — Resaarch-and. .Support

Date of Request:.

EX PEN D ITU RES /REV EN U ES  : (Thousands o f D o lla rs )
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

■ —  --o- ■ 75. > .0 ’’ 6075” 63.0 65.5

TOTAL OPERATIN 3 -0- 55.0 58.0 60.6 63.0 65.5

:CAPITAL

REVENUE

FUND ING  : (Thousands o f D o lla rs )
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

POSITIONS :
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : Attach a separate page if necessary 
DCED plans to subcontract the task in the form of a telephone survey and report the 
results of this survey on a monthly basis. It is assumed that transactions of royalty 

oil and refined products, as well as transaction prices, will be reported to DCED by oil 

producers and refiners.

Orhan Yildiz, Chief EconomistPrepared by: 
Division: . Research and Support

Approved by Commissioner: _ 
Agency: Commerce & Economic Development"

Phone: 
Date:.

Date: .

465-2079

February 13, 1936

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) page. of

10/25/85

3365m21386a



. * i i j u / i u i v / i  w o u  JUUVjr X 1 V ih  O l i / d iM U lN
FISCAL NOTE

R E Q U E S T
Bill/Resolution No.: HB 445 
Title : Requiring in-state r e t m e r s  
to submit ana Dept, of Commerce 
and Economic development to....
Sponsor: Rep. Pignalberi _______
Requestor:.Rep. „.P.ignalber.i____________

F ISC A L  D E T A IL
Revision Date

Agency Affected: Natural R e s o u r c e s  
B R U : P etroleum M a nagement

Components:,

Date of Request: 2-6-86

E X PE N D IT U R E S /R E V E N U E S  : (Thousands o f  D o lla rs )
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL

REVENUE

FUND ING  : (Thousands o f  D o lla rs )
GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL - 0 - - 0 - - 0 -  , ........... .7 .9 .-.. - n - - n -
PO S IT IO N S
FULLrTIME
PART-TIME
TEMPORARY

ANALYSIS : Attach a separate page if necessary 

No fiscal impact.

Prepared by: Bob Butts
Division: Oil and Gas

fa * ?

Approved by Commissioner: i
Agency: N a t u r a l  R e s o u rc e s  ”

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requester
Office of Management and Budget T
Impacted Agency(ies) page _

Phone: 465- 2400 
Date: 2-6-86

Date:

of 10/25/85
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REI*ARTMEXT OF NATURAE RESO URCES

O F F I C E  O F  T H E  C O M M I S S I O N E R  <

February 7, 1986

# BILL SHEFFIELD, GOVERNOR

!

POUCHM
JUNEAU. ALASKA 99B11 
PHONE: 907-465-2400

The Honorable Marco Pignalberi 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Representative Pignalberi:

As you requested,, the Department has examined House 
Bill 445, which is entitled "An Act relating to information 
on royalty oil and gas." The bill calls for the submission 
and gathering of a variety of data to enable precise 
estimates of the consumer benefits attributable to in-state 
royalty oil contracts. The availability of such data would 

^  enhance considerably the department's ability to address 
o'- this very complex and recurring question.

The department annually gathers the data mentioned in this 
bill that pertain to the regional and intrastate movement of 
refined products. That task represents a large share of the 
staff time embodied in the Historical and Projected Oil and 
Gas Consumption report. As was mentioned in my letter to 
you of February 4, 1986, some reporting requirements are 
also contained in the royalty contracts held by Tesoro and 
Chevron. A similar clause appears in the Petro Star/Chevron 
royalty contract presently before the Legislature.

With some exceptions, the new data sought under House 
Bill 445 relates to wholesale and retail product prices.
The implementation of the reporting and data gathering 
system for those prices is the department's main area of 
concern with this bill. The foremost difficulty with 
obtaining such data stems from the language of the royalty 
oil contracts presently in force or before the Legislature. 
MAPCO, Tesoro, and Chevron, which together nearly constitute 
the State's refining industry, did not negotiate their 
long-term royalty oil contracts with price reporting 
provisions. Such a provision would doubtless be regarded as 
a material item by those refiners.

The absence of direct wholesale information from those 
refiners severely undermines the ability of this or any 
other department to gather such data. Of the first set of 
four data items listed in this legislation, the refinery

10-J9LH
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gate sales price (3) and the wholesale and market exchange 
sales price (4) would be affected by this limitation. As 
presently written, a number of areas would also be left to 
the interpretation of the agency charged with this task.
For example, the distinction between refinery gate, 
wholesale, and market exchange prices is not clear.

The interpretation of the term "regional" as it corresponds 
to "average" may also prove troublesome. For instance, the 
second data item shown in the bill refers to the retail 
price of refined products. While such prices would be 
relatively easy to gather, they vary substantially within 
the State according to region. Further, considerable price 
variation can be expected within any region selected since 
transportation costs, even over small distances, account for 
much of that variation. A hypothetical region such as 
Western Alaska, where retail prices in Dutch Harbor are 
markedly less than those of Bethel, is a case in point. The 
retail price differentials between Fairbanks and remote 
locations in the Interior region provide a further example. 
Since there are nearly as many "retail price regions" as 
there are remote settlements in Alaska, the attempt to 
produce average retail prices on a regional basis, if this 
is intended, would n^.t yield meaningful figures.

The apparent utility of the data requested is to learn the 
price effects of state royalty oil contracts. However, the 
task of relating retail prices to refinery gate prices, even 
when available, is much complicated by the interim 
activities of transportation and distribution. In that 
process, the ownership of refined products may change 
several times before reaching the final consumer. These 
factors are a prime obstacle to a SdLisfactory measurement 
of the price effects of royalty oil contracts to in-state 
refiners. The measurement of those price effects must 
entail a comparison to some base case. That base case would 
be the price of Alaska refined products in the absence of 
state royalty oil contracts. This in turn depends on the 
actual cost of refining, including the amortization of 
refinery capital stock at present value. Such sensitive 
cost data would not likely be made available to the State. 
Generally, the price advantages traceable to a royalty oil 
contract could not exceed the difference between the cost of 
royalty oil and the cost of alternative feedstocks, plus 
what value the purchasers may place on the advantages of a 
■’ong-term contract.

The cost to the department of implementing this bill is ve*y 
dependent on which agency is given the task of compiling the 
information, the bill's interpretation, and the degree of 
cooperation from in-state refiners. As now written, the
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fiscal impact in DNR is negligible since the Department of 
Commerce and Economic Development is responsible for 
compiling the information. If it is decided to give DNR 
this responsibility and under the most demanding 
interpretation with no cooperation from in-state refiners 
beyond their present contractual obligations, the department 
conservatively estimates that the equivalent of one staff 
member would be permanently assigned to this task. This 
preliminary estimate is based on a discussion with staff 
from the University's Institute of Social and Economic 
P.-search and the department's previous experience with the 
annual Historical and Projected Oil and Gas Consumption 
report. " ' ~

I hope this is helpful. Please contact Kay Brown if you 
would like additional information.

__ unnicke 
Commissioner

cc: Kay Brown, Director
Division of Oil and Gas
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DEPARTM ENT « F  NATURAL RESOURCES

O F F  I C C  O F  T H E  C O M M I S S I O N E R

BILL SHEFFIELD, GOVERNOR

POUCHM
JUNEAU. ALASKA 99811 
PHONE: 907-465-2400

February 4, 1986

#

The Honorable Marco Pignalberi 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Repre Pignalberi:

I am writing in response to your recent information requests 
of the department regarding mental health lands and royalty 
oil.

It would be costly and take a great deal of s — *ff time to 
reproduce a complete set of maps, status plats, and reports 
on state mental health lands. Instead, we have provided 
your office a copy of the Alaska-wide map indicating 
townships containing mental health lands. I also would be 
willing to meet with you to describe the programs and would 
gladly put our microfiche records and hard-copy reports at 
your disposal if you or your staff wish to do research in 
Juneau or Anchorage. Please let me know if you need 
anything more on this topic.

The department does not keep a royalty oil chart of the kind 
that you requested, and it would be expensive and time 
consuming to undertake the preparation of one. Similar 
information is available in the historic oil and gas 
supply/demand report submitted annually to the Legislature. 
The House Research Agency might be able to prepare a chart 
like the one you have requested.

In response to your inquiries of January 16 and January 30, 
1986, on royalty oil management, I would like to raise 
several points helpful to your consideration of a bill 
calling for specific reporting requirements of in-state 
royalty oil purchasers. Presently, two of the state's four 
in-state refiners are contractually obligated to report on a 
monthly basis most of the data listed in your letter. The 
long-term negotiated royalty contract for Petro Star/Chevron 
presently before the Legislature also contains those report­
ing obligations, but on a quarterly basis. The earlier
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Mapco contract contains no regular reporting obligation, 
however, the contract calls fpr Mapco to consult with the 
state prior to exporting refined products from Alaska. (Fee 
Sec. 3.3 and 3.3.1 of the contract.)

Section 2.12 of the Tesoro, Chevron, and Petro Star/Chevron 
royalty oil contracts states in part that the purchaser 
shall report "the quantity of refined petroleum products 
produced and marketed in the State of Alaska...." While 
this section does not explicitly call for the product slate 
of the purchaser, the purchasers have, as a matter of 
practice, included their product slate with the monthly 
report. Petro Star, which has a very narrow product slate, 
is expected to follow suit. To avoid prospective competi­
tive disadvantages, Chevron has requested that its monthly 
report be held confidential.

In addition to a more explicit requirement with respect to 
product slate, the department believes there may be merit to 
your suggestion for an export report requirement. However, 
this information may be roughly deduced by comparing the 
volume of products marketed in Alaska to the volume of 
refined products produced in Alaska. The volume of residual 
oil may be obtained in a similar manner.

As your letter acknowledges, it probably would be difficult 
at this point to tighten the reporting requirements of 
Mapco, Tesoro and Chevron. We are also precluded against 
taking such action with the Petro Star/Chevron contract for 
two reasons: 1) Petro Star has virtually no capacity for
export, and 2) Petrostar's limited product slate may be 
ascertained by examining its report of the volume of refined 
products produced in Alaska, as the product ratios of this 
simple distillation refinery are relatively inflexible. 
Nevertheless, I believe the reporting requirements you are 
considering may be of some aid to the department's data 

pfc gathering efforts in the future. Naturally, the degree of 
resistance to these requirements on the part of a potential 
purchaser is an offsetting factor.

With respect to the additional price related data mentioned 
in your correspondence of January 30, 1986, the royalty 

V  contracts presently in force or before the Legislature do 
not call for the reporting of such price information. As 
for the last two items of that correspondence regarding the 
volume of oil sold in and exported from the state, I believe 
you are referring to refined products and perhaps residual 
oil, all of which is either directly or indirectly attain­
able from Tesoro, Chevron, and Petro Star.

\
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We are preparing a response to your most recent information 
request regarding HB 445 and will be in touch with you as 
soon as our work is complete. If you have any further 
questions, please contact me or Kay Brown, Director of the 
Division of Oil and Gas.

Sincerely.

nnicke
Commissioner

cc: Tom Koester, Department of Law
Kay Brown, Division of Oil and Gas 
Tom Hawkins, Division of Land and 

Water Management 
Jim Ayers, Governor's Office
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STATE OF ALASKA 1986 LEG ISLATIVE SESSION
FISCAL NOTE

Revision D ate :
R E Q U E S T  __________________________________ F IS C A L  D E T A IL _________________
Bill/Resolution M'o.: CSHB 461 (HESS) Agency Affected: __________________
Title : Act relating to grants for water B R U :  ______________________
quality enhancement programs;__________  '____________________________

Pearce. Gruenberq. Uehlinq, Boucher,________ _________________________________
Sponsor: Furnace, Hanley, Martin. J e n k ins Components: ______________________
Requestor:_______________________________________  ___________________________________
Date o f Request:  „  ___________________________________

E X P E N D IT U R E S /R E V E N U E S  : (Thousands o f D o lla rs )
O P E R A T I N G F Y  86 F Y  87 F Y  88 F Y  89 F Y  90 F Y  91

P E R S O N A L  SERVICES

T R A V E L

C O N T R A C T U A L

SUPPLIES

EQ U 1 F M E N T

L A N D  &  S T R U C T U R E S

GRANTS, C L A I M S

M I S C E L L A N E O U S

T O T A L  O P E R A T I N G - 0 - - 0- -0- - 0- - 0- - 0-

CAPITAL

REVENUE

FUN D IN G  : (Thousands o f D o lla rs )
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FEDERAL FUNDS 
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PO S IT IO N S  :
FULL-TIME
PART-TIME
TEM PORARY

- 0 - - 0 - - 0 - - 0 - - c - - 0 -
- 0 - -.0 .- .. - 0 - - 0 - - 0 - - n -

ANALYS IS  : Attach a separate page i f necessary

Prepared by : Gary Hayden, Director_________________________  Phwn, . 465-2610

Division : ______ Facility Construction & Operation___________ D ate : _______ 2/04/86
2 h iikApproved by Commissioner: I j  t/_/ j ( *— ______________________  Date : .

Agency:  Department of Environmental Conservation

Distribution (by Agency preparing fiscal note ):
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget t I inm /B<
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Submitted by Representative Drue Pearce 

March 12, 1986

Letter of Intent - CSHB 461

This letter of intent is in regard to Section 3 of CSHB 

461. In Section 3, AS 46.03.030 is amended to expand eligible 

costs for grant funds to include costs of testing, research, 

education, enforcement, and clean-up programs for the purpose 

of discovering and solving water pollution problems. It is 

the intent of Section 3 of this legislation to first fund 

actual clean-up programs. If funds are remaining •they may be 

used for testing, research, education, and enforcement.



HOUSE
COMMITTEE REPORT

D a t e  r e f e r r e d : 2/26/86

(9)

T h e  R E S O U R C E S ________________  C o m m i t t e e  has considered H B  461

"An A c t  r e l a t i n g  to g r a n t s  for w a t e r  q u a l i t y  e n hancement programs; and 
p r o v i d i n g  for an e f f e c t i v e  date."

a n d  recommends:

] do pass 

] do not pass

] do pass with a t t a c h e d  amendment(s)

] ^ n o  r e c o m m e n d a t i o n  

v/] r e p l a c e  with C H c s s ^  [ ] s a m e  title

[ k'l n e w  title

an d  recommends ________Ao _______________

[ ] f u r t h e r  referral to the _____________________________________ Committee

a n d  attaches*. [ )(] l e t t e r  of intent
[ ] f i r s t  fiscal note
[ ] n e w  fiscal note
[ ] z e r o  fiscal note

S I G N I N G  DO PASS: S I G N I N G  O T H E R  RECOMMENDATIONS:



D a t e  r e f e r r e d :  1/13/86

COMMITTEE REPORT
HOUSE

FURTHER REFERRALS: FINANCE

HEALTH, EDUCATION AND 
The SOCIAL SERVICES

L'ATE: _

Committee has considered HB 461

"An Act relating to grants for water quality enhancement programs; 
and providing for an effective date."

and recommends:

[ ] do pass

[ ] do not pass

[ ] do pass with attached amendment(s)

[

[ ] further referral to the Committee

and attaches: [ ] letter of intent
[ ] first fiscal note 

new fiscal note 
zero fiscal note

SIGNING^DO PASS SIGNING OTHER RECOMMENDATIONS:



H B  451 F i l e  C o n t e n t s

1) HB 461

2) HESS Committee Substitute for HB 461

3) Bill Summary —  Legislative Reporting Service

4) Sectional Analysis —  Tamara Brandt Cook

5) Fiscal Note and Position Paper —  Department of 
Environmental Conservation

6) Municipality of Anchorage —  letter of support

7) Anchorage Waterways Council —  letter of support

8) Department of Environmental Conservation —  Grants Program 
History

9) Department of Environmental Conservation —  Criteria 
System

10) Key Points for Revisions/Amendments to Title 46, Alaska 
Statutes

11) Alaska Statutes —  Title 46

12) Article regarding water. quality



IN TR ODUCTION OF BILLS ( H o u s e )

P r o v i d e s  for c o u r t  r e v i e w  o f  the v a l i d i t y  o f  a r e g u l a t i o n  by 

a u t h o r i z i n g  a n y  p e r s o n  to b r i n g  an a c t i o n  in S u p e r i o r  C o u r t  

f or d e c l a r a t o r y  r e l i e f  to d e t e r m i n e  w h e t h e r  the j u s t i f i c a t i o n  

o f  n e e d  p r e s e n t s  s u f f i c i e n t  f a c t s  to e s t a b l i s h  t he n e e d  fo r  

the r e g u l a t i o n .

I n t r o d u c e d  Jan. 13, a n d  r e f e r r e d  to S t a t e  A f f a i r s  and 

J u d i c i a r y  C o m m i t t e e s .

S t a t e  G r a n t s  H O U S E  B I L L  NO. 4 5 9 , by  Rep. M a r t i n .  G i v e s  t h e  r e c i p i e n t s

( i n t e r e s t  o n) o f  s t ate g r a n t  m o n e y  the o p t i o n  of  r e t a i n i n g  i n t e r e s t  e a r n e d  

on  the m o n e y ,  o r  t u r n i n g  it o v e r  to the s t a t e  f o r  d e p o s i t  in 

th e  g e n e r a l  f u nd. T a k e s  e f f e c t  J u l y  1, 1986.

I n t r o d u c e d  Jan. 13, a n d  r e f e r r e d  to C o m m u n i t y  a n d  R e g i o n a l  

A f f a i r s  a n d  F i n a n c e .

HB 458, cont'd)
c

O f f - r o a d  d O U S E  B I L L  NO. 4 6 0 , b y  Rep. H u r l e y .  A d d s  a n e w  c h a p t e r  to

V e h i c l e s   T i t l e  5 ( A m u s e m e n t  & S p o r t s ) ,  m a k i n g  it u n l a w f u l  f o r  a n y o n e  to

( R e g i s t r a t i o n )  o p e r a t e  an o f f - r o a d  v e h i c l e  u n l e s s  it h a s  b e e n  r e g i s t e r e d  w i t h  

the D e p a r t m e n t  o f  P u b l i c  S a f ety, e x c e p t  o n  th e  o w n e r ' s  

p r o p e r t y .  T h e  r e g i s t r a t i o n  fee is $15, v a l i d  f o r  3 y e a r s .  

P r o v i d e s  f or i s s u a n c e  of r e g i s t r a t i o n  c e r t i f i c a t e  a n d  d e c a l ;  

t r a n s f e r  a n d  o w n e r s h i p  of o f f - r o a d  e d u c a t i o n  a nd t r a i n i n g  

p r o g r a m ;  o p e r a t i o n  by  m i n o r s ;  r e q u i r e d  s a f e t y  e q u i p m e n t ;  

ret lil sales; a n d  u s e  on  h i g h w a y .  A  v i o l a t i o n  c o n s t i t u t e s  a 

m i s d e m e a n o r ,  s u b j e c t  to a f ine of p to $500.

I n t r o d u c e d  Jan. 13 a n d  r e f e r r e d  to the T r a n s p o r t a t i o n ,  

J u d i c i a r y  a n d  F i n a n c e  C o m m i t t e e s .

W a t e r

Q u a l i t y

(grants)

P e r m .  F u n d

D i v i d e n d s

( d i s p o s a l )

H O U S E  B I L L  NO. 4 6 1 , by  R e p s . P e a r c e ,  G r u e n b e r g ,  U e h l i n g ,  

B o u c h e r ,  F u r n a c e ,  H a n l e y ,  Martii. a n d  J e n k i n s .  A d d s  w a t e r  

q u a l i t y  e n h a n c e m e n t  f a c i l i t i e s  lo t h o s e  w a t e r  supply, 

s e w e r a g e  a nd s o l i d  w a s t e  f a c i l i t i e s  f or w h i c h  a f u n d  has b e e n  

e s t a b l i s h e d  tc a n a b l e  the D e p t ,  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  

to c a rry o ut t h o s e  f u n c t i o n s .  A l s o  a u t h o r i z e s  the d e p a r t m e n t  

to g r ant to a m u n i c i p a l i t y  f r o m  the f u n d  not m o r e  t h a n  50 

p e r c e n t  of t he e l i g i b l e  c o s t s  n o t  f i n a n c e d  b y  th e  f e d e r a l  

g o v e r n m e n t  of  e n h a n c i n g  w a t e r  q u a l i t y  in b o d i e s  o f  w a t e r ,  if 

the c o sts are i n c u r r e d  a f t e r  J u l y  1, 1 9 86.

I n t r o d u c e d  Jan. 13 a n d  r e f e r r e d  to the H & Sd, R e s o u r c e s  a n d  

F i n a n c e  C o m m i t t e e s .

H O U S E  B I L L  NO. 4 6 2 , by Rep .  P e a r c e .  A u t h o r i z e s  e l i g i b l e  r e­

cip i e n t s  of a p e r m a n e n t  f u n d  d i v i d e n d ,  o r  o n e  w h o  is a u t h o r­

ized to c l a i m  o ne on b e h a l f  of a n o t h e r ,  to d i r e c t  that the 

d i v i d e n d  be p a i d  b a c k  into the p e r m a n e n t  fund. D i r e c t s  the 

D e p t ,  of R e v e n u e  to f u r n i s h  a n  a p p l i c a t i o n  f o r m  f o r  t h o s e  w h o  

e l e c t  to p ay d i v i d e n d s  into the p e r m a n e n t  fund.
e

page 26



OTHER A CT I O N  IN THE HOUSE

S c h o o l  B us

D r i v e r s ______

( l i c e n s i n g )

r e q u i r e d  fees a nd r o o m  and b o a r d .  A l s o  a p p l i e s  to t e a c h e r s '  loans.

H O U S E  R I LT. N O . 4 0 9 , (see p a g e  777, 1985 r e p o r t ) .  O n  1/22 Rep. 

F u r n a c e  a d d e d  h is n a m e  as c o - s p o n s o r .

O u r  s u m m a r y  fro m  last y e a r  f o l l o w s :

HB 357, (cont'd) c

School Bu*
Drivers______
(licensing)

HOPSE BILL WO. 4 0 9 . by Reps. Jenkins, Larson, Hurley,
Hanley, Collins, Pearce, Phillips, Rieger, Thompson, Uehling, 
and Cocten. Amends the Hoior Vehicle Code as it pertains to 
drivers' licenses (AS 28.15) by adding a new section providing a 

person may not drive a school bus or a bus transporting school 
children until the person has applied for and has been issued a 
license for that purpose. The Dept, of Public Safety is prohibited 
from issuing the license unless the applicant is at least 19, has 

had a drivers license for at least a year when he applies, has 
successfully completed all required driving, written and physical 
exams, has submitted sufficient information to complete a 
background check consisting of a fingerprint check of national and 
state criminal records, and has completed a state approved school 
bus driver training course or has for the previous two years been 

licensed by the state to operate a school bus.

Would not allov the Dept, to issue a license to an applicant who 
has been convicted within the past 20 years of sexual abuse or 

assault, incest, unlawful exploitation of a minor, contributing to 
the delinquency of a m*nor, a felony involving possession of a 

controlled or imitation controlled substance, a felouy or 
misdemeanor involving distribution of a controlled or imitation 
controlled substance, promoting prostitution in the first or second 
degree. Convictions under prior state law or in another 
jurisdiction of offenses having similar elements count.

An applicant who has been convicted of drunk driving within tvo 
years or who has two or more drunk driving convictions within 20 
years of application could not get a license.

Costs of having a background check shall be paid by the applicant. 

School bus drivers' licenses expire September 1 of the year 
following issuance. Application for renewal can be made by 
submitting the results of a current physical exam and by paying the 
required fee. Deletes reference to driving a school bus from 
current classification section. Provides Act takes effect 9/1/85.

c

J u d i c i a l

R e p r i m a n d

( d i s c l o s u r e )

H O U S E  B I L L  NO. 4 5 1 , (see pag e  23). On 1 / 2 2  R ep. U e h l i n g  a d d e d  

h is n a m e  as c o - s p o n s o r .

W a t e r

Q u a l i t y

M i s d e m e a n o r  

C r i m e s _______

Job

P r e f e r e n c e

H O U S E  B I L L  NO. 4 6 1 , (see p a g e  26). On 1 / 2 2  Rep. R i e g e r  a d d e d

hi s  n a m e  as c o - s p o n s o r .

H O U S E  B I L L  NO. 4 6 3 , (see p a g e  27). On  J a n u a r y  20 Rep. W a l l i s

a d d e d  h er n a m e  as c o - s p o n s o r .

H O U S E  B I L L  NO. 4 6 6 , (see p a g e  28). On  1 / 2 2  Rep .  K o p o n e n  a d d e d

h i s  n a m e  as c o - s p o n s o r .

e
page 76



C O M MIT TE E REPORTS (House)

W a t e r

Q u a l i t y

( g r a n t s )

V o l u n t e e r

G u a r d i a n s

( a u t h o r i z e d )

P e r m a n e n t

F u n d_______

( d e p o c i t )

D u t i e s  of 

G u a r d i a n s

c o n f i d e n t i a l  r e p o r t s  w h i c h  m a y  be  r e l e a s e d  by  t he Dept, of F i s h  and 

G a m e  r e p o r t s  d e a l i n g  w i t h  the a c q u i s i t i o n  of u n t a n n e d  s k i n  or 

e x p o r t a t i o n  f r o m  the s t a t e  of t he f u r  of a g a m e  a n i m a l  o n l y  u n d e r  

c e r t a i n  e x p r e s s e d  c o n d i t i o n s ,  a n d  s p e c i f i e s  t hat s e a l i n g  m e a n s  the 

p l a c e m e n t  of a " m e t a l "  s e a l  o n  the a n i m a l  c a r c a s s .

H O U S E  B I L L  NO. 4 6 1  ( s e e  p a g e s  26, 7 6). R e p o r t e d  b a c k  to 

t h e  H o u s e  by H E S S  Feb. 26 w i t h  a c o m m i t t e e  s u b s t i t u t e  a n d  do 

p a s s  r e c o m m e n d a t i o n .  S i g n i n g  t h e  c o m m i t t e e  r e p o r t  w e r e  K o p o -  

n e n  a n d  G r u e n b e r g  ( c o - c h a i r s ) ,  T a y l o r ,  T h o m p s o n ,  H a n l e y  a n d  

P e t t y j o h n .  To R e s o u r c e s .

T h e  H E S S  s u b s t i t u t e  a d d s  " r e p a i r s "  to e l i g i b l e  costs, a n d  f u r t h e r  

d e f i n e s  e l i g i b l e  c o s t s  to i n c l u d e  "t e s t i n g ,  r e s e a r c h ,  e d u c a t i o n ,  

e n f o r c e m e n t  a nd c l e a n - u p  p r o g r a m s  f o r  the p u r p o s e  of d i s c o v e r i n g  

a n d  s o l v i n g  w a t e r  s o l u t i o n  p r o b l e m s . "

H O U S E  B I L L  NO. 4 7 4  ( s e e  p a g e s  30, 77, 158). R e p o r t e d  b a c k  

to the H o u s e  Feb. 26 b y  J u d i c i a r y  w i t h  a c o m m i t t e e  s u b s t i­

tu t e  a nd a do p a s s  r e c o m m e n d a t i o n .  S i g n i n g  t h e  c o m m i t t e e  r e­

po r t  w e r e  M.M. M i l l e r  ( c h a i r )  Sund, G r u e n b e r g ,  T a y l o r ,  P e t t y j o h n  

a n d  C l o c k s i n .  P h i l l i p s  h a d  no  r e c o m m e n d a t i o n .  To F i n a n c e .

T h e  J u d i c i a r y  s u b s t i t u t e  r e m o v e d  l a n g u a g e  in  the t i t l e  a n d  text 

a d d e d  by H E S S  p e r t a i n i n g  to " s p e c i a l  a d v o c a t e s "  a n d  a d d e d  a s e c t i o n  

p r o v i d i n g  that n o n - a t t o r n e y  g u a r d i a n s  ad  l i t e m  m a y  n ot g i v e  l e gal 

a d v i c e  or  act in the c a p a c i t y  of c o u n s e l  f or a m i n o r  b e f o r e  a c o u r t  

or  a d m i n i s t r a t i v e  a g e n c y .  T h e  J u d i c i a r y  s u b s t i t u t e  a p p e a r s  to 

c o n t a i n  & d r a f t i n g  e r r o r  o n  p a g e  2, line 21, w h e r e i n  t he l a n g u a g e  

" l o c a l  g o v e r n m e n t s ,  p e r s o n s "  is not u n d e r l i n e d  as  n e w  l a n g u a g e ,  bu t  

a p p a r e n t l y  s h o u l d  be.

H O U S E  B I L L  NO. 4 8 4  ( s e e  p a g e  3 2). R e p o r t e d  b a c k  to the 

H o u s e  Feb. 2 4  by S t a t e  A f f a i r s  w i t h  a do p a s s  r e c o m m e n d a t i o n .  

S i g n i n g  t h e  c o m m i t t e e  r e p o r t  w e r e  H u r l e y  ( c h a i r ) ,  M.M. M i l l e r ,  

C o l l i n s  a n d  N a v a r r e .  C a t o  h a d  no  r e c o m m e n d a t i o n .  To F i n a n c e .

H O U S E  B I L L  NO. 4 8 5  ( s e e  p a g e s  33, 1 5 9). R e p o r t e d  b a c k  to 

t h e  H o u s e  Feb. 26 by  J u d i c i a r y  w i t h  a c o m m i t t e e  s u b s t i t u t e  

a n d  a do p a s s  r e c o m m e n d a t i o n .  S i g n i n g  t h e  c o m m i t t e e  r e p o r t  w e r e  

S u nd, G r u e n b e r g ,  T a y l o r  a n d  P e t t y j o h n .  C l o c k s i n  r e c o m m e n d s  do no t  

pa ss, w h i l e  M.M. M i l l e r  ( c h a i r )  a n d  P h i l l i p s  h a d  n o  r e c o m m e n d a t i o n .

T h e  J u d i c i a r y  s u b s t i t u t e  m o d i f i e s  l a n g u a g e  s t a t i n g  t h a t  a g u a r d i a n  

is n o t  r e q u i r e d  to o p p o s e  c e s s a t i o n  or  w i t h h o l d i n g  of l i f e s a v i n g  

m e d i c a l  p r o c e d u r e s  w h e n  t h o s e  p r o c e d u r e s  w i l l  o n l y  s e r v e  to p r o l o n g  

the d y i n g  p r o c e s s  a n d  o f f e r  no  r e a s o n a b l e  e x p e c t a t i o n  of e f f e c t i n g  

a t e m p o r a r y  o r  p e r m a n e n t  c u r e  by a d d i n g  t h e  l a n g u a g e  " u n l e s s  the 

w a r d  h a s  c l e a r l y  s t a t e d  t h a t  l i v e s a v i n g  m e d i c a l  p r o c e d u r e s  n o t  be 

w i t h h e l d ;".

HB 4 0 7 . (cont'd)



f f t f l
    _  _  _  _  _  _  POUCH Y . STATE CAPITOI

TTCO H H i l D I U J T M l
LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  January  27, 1986

SUBJECT: Grants for w a t e r  qual ity enhancement programs
HB 461

TO: R e p r e s entative Drue Pearce

FROM: T a m a r a  Brandt Cook
Director '
Divis i o n  of Legal Services

Here is the sectional analysis that y o u  r e q u e s t e d  for 
HB 461.

Section 1. The term "water q u a lity enhan cement" is added to 
the d e sc ription of the grant fund that u nder existi ng law is 
used for w a t e r  supply, sewage and solid w a s t e  facilities.

Sec. 2 A  n e w  subsection allows the De par t m e n t  of E n v i r o n­
me n t a l  Conserv ation to grant to mun ici p a l i t i e s  up to 50 p e r­
cent of eligible costs of enhancing w a t e r  quality if the 
costs are not financed by the federal government and if they 
are incurred after July 1, 1986. Costs of a d m inist ering the 
water q u ality enhancement p r o g r a m  are not included and a 
grant m a y  be mad e only for a p r o gram a p p ro ved b y  the d e p a r t­
ment .

S e c . 3 The Act w o u l d  take effect at the b e g i n n i n g  of the 
next fiscal year.

TBC:mkr 
M2:090



BILL SHEFFIELD, GOVERNOR

DEPT. OF ENVIRONMENTAL CONSERVATION Telephone: 19071 465-2600
OFFICE OF THE COMMISSIONER Address:
POUCH 0, JUNEAU 99811

February 25, 1986

The Honorable Drew Pearce 

Alaska State Legislature 

Pouch V

Juneau, AK 99811

Hear Representative Drew:

I would like to offer my support for HB 461 "An Act Relating to Grants 

for Water Quality Enhancement Programs . . . "  I presented testimony in 

favor of the proposed amendments to AS 46.03.030 before the Senate 

Community and Regional Affairs Committee during their February 18..

1986, hearing of SB 324. .SB 324 and HB 461 are identical bills.

The Sheffield administration and the proponents of this legislation are 

in strong agreement on the need to preserve the quality of Alaska's 

water resources. Recent monitoring and analysis by the Department of 

Environmental"Conservation (DEC) indicates the need to reduce the 

pollution in several of Alaska's streams, lakes, and tributaries. A 

very graphic example of the type of problem was the discovery of high 

fecal coliform bacteria in the Lower Campbell and Fish Creeks in Anchorage. 
As you know, this public health threat led to the cancellation of the 

annual canoe race on Campbell Creek. Once this problem was discovered, 

the Governor allocated $110,000 from the contingency fund for a grant 

to Anchorage to assist in defining the source of this problem. The 

Legislature appropriated an additional $200,000 grant to Anchorage to 

address the problem.

The proposed bill would amend DEC's current authority (AS 46.03.030) for 

administration of 50 percent grants for new construction to allow us to 
administer grants to address "water quality enhancement" projects. DEC's 

grant program has successfully administered funds for construction since 

1970. The matching grants program offers several advantages to adminis­
tration of State funds. Four of these are:

1. Providing technical review of projects.
2. Stretching State and local dollars. In a cooperative partnership,

State and local government can combine efforts to achieve twir.- as 
much as either body could do alone.

3. Accountability is ensured ty all parties.

4. DEC staff are trained and experienced in water quality management, 

troubleshooting, monitoring, analysis, evaluation, and program 

implementation.



Representative Pearce -2- February 25, 19R6

I would point out that the proposed amendment would limit water quality 

enhancement grants to new construction projects. The additional 

amendments proposed by the Anchorage Waterways Council, recently 

sent to you by Jim Nordlund, would broaden the statute to include 

grants for program type activities, in addition to construction of 
water quality enhancement facilities.

I also support their proposal. The ability to address v/ater quality 

issues through both facility construction and program implementation 

activities, such as monitoring, will provide an effective tool for 

making water quality improvements to adversely impacted waters.

Our analysis of the fiscal impact of this proposed bill shows it would 

have a zero inpact on our operating budget and staffing levels. As 

with other capital projects, the Legislature will control the fiscal 

impact of program through the appropriation of grant money. The Depart­

ment does not have a separate source of revenue for the matching c-ant 

program other than what is appropriated from the general funds ea,.n 
year of the Legislature.

Again, I support the proposed Water Duality Enhancement Bill. If this 

Rill passes and funds are appropriated, we will v/ork with the communities 

in a joint effort to addresss significant water quality problems.

Si ncerely,

Bill Ross 

Commissioner

cc: Senator Tim Kelly



ANCHORAGE WATERWAYS COUNCIL
801 W. Fireweed Lan^Suite 103 • Anchorage, Alaska 99503

February 20, 1936

Senator Tim Kelly 
Representative Drue Pearce 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Senator Kelly and Representative Pearce:

The Anchorage Waterways Council wants to extend our 
appreciation to each of you for introducing SB 324 and the 
identical bill HB 461, both titled, "An Act relating to grants 
for water quality enhancement programs...". The initiative 
that you have taken by proposing this legislation w i 11 help to 
establish stronger state sponsored programs to improve water 
quality.

The Council believes that the 50/50 match program is an 
excellent vehicle for water quality enhancement. We agree 
that this program will encourage local participation, will 
place little or no burden on existing state agencies, will 
leverage additional funds from municipalities, and will be 
subject to rational allocation mechanisms already in place 
within the Department of Environmental Conservation.

We do, however, have reservations about the contents of SB 324 
and HB 461. The bills only go part of the way toward 
establishing a comprehensive program. Grant funds would be 
limited to the construction of facilities only, and no funds 
could be used for the administration of a water quality 
enhancement program. Except for the construction of certain 
facilities, such as oil and grease separators and water 
detention basins, this bill does not address many important 
measures that could be taken to improve surface and subsurface 
water quality in Anchorage, and other communities.

We have enclosed an amended version of the bills and encourage 
your support. What we have done is to allow programs as well 
as facilities to be funded by the 50/50 match. Also, we have 
stricken the sentence disallowing the costs of administration 
and made eligible the costs of research, testing, education, 
enforcement and clean up.



Senator Kelly 
Representative Pearce

Page Two

Using Anchorage as an example, it would be impossible to 
resolve the stream pollution problem without these components:

* Research would enable an effective monitoring program 
to be designed to track pollutants.

* Testing would allow for the collection of water samples 
and their lab analysis.

* Enforcement would enable violators to be located and 
brought into compliance.

* Clean-up would help fund efforts to clean up litter and 
other pollutants when violators cannot be located.

* Education is most important. Stream pollution sources 
in Anchorage are widely dispersed, most often due to 
the activities of average citizens. Without an effort 
to inform people about their role in contributing to 
and alleviating water pollution, the problem will not 
go away. In dealing with air pollution, for example, 
the success of Anchorage's vehicle maintenance and 
inspection program is due, in large part, to a very 
effective public education program by the Municipality.

In short, just building facilities will not do the job. To 
illustrate this clearly, last year's legislative appropriation 
to the Municipality of Anchorage for the detection of stream 
pollution, could no- have been funded through your proposed 
legislation.

Our version of the bill reflects one additional change to the 
existing statute. Sec. 46.03.030 (d) states that the 
"replacement" of a facility is not eligible for funding under 
this section. We can see no reason for this exclusion. For 
example, an old wood stave water main needs replacement in 
Fairbanks and is ineligible for the 50/50 program because of 
the exclusion. Indeed, the goal of water pollution control 
will be promoted by eliminating this unnecessary exclusion.

We apologize for not informing you earlier of our proposed 
version. Committee action on SB 324 has compelled us to 
respond. We urge you to ?dopt our amendments to SB 324 and HB 
461 so that a comprehensive water quality enhancement program 
can be created.



Senator Kelly 
Representative Pearce
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If you have any questions, please contact me in Juneau at 
465-4968 or our office in Anchorage at 277-WATR.

Thank you again for your concern about water quality.

S i n n p r s l  \ r

Jim Nordlund 
President

c.c. All Co-Sponsors 
Rep. Koponen 
Rep. Clocksin 
Govenor Sheffield 
Commissioner Ross, DEC
Mayor Knowles, Municipality of Anchorage
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TONY KNOWLES .  
M A YO R

P.O. BOX 6-650

ANCHORAGE, ALASKA 99502-0650 
(907) 264-4960

I N T E R G O V E R N M E N T A L  A F F A I R S  
F e b r u a r y  20, 1 9 8 6

F E B  2  7 1986

Rep. D r u e  P e a r c e  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 0 1

Re: R e v i s i o n s  to T i t l e  4 6  to W a t e r  Q u a l i t y  E n h a n c e m e n t

D e a r  R e p .  P e a r c e :

T h e  W a t e r  Q u a l i t y  C o u n c i l  o f  the M u n i c i p a l i t y  o f  A n c h o r a g e  h a s  

r e v i e w e d  t h i s  m a t t e r  a g a i n  r e c e n t l y ,  a n d  it  h e a r t i l y  s u p p o r t s  y o u r  

d r a f t  b i l l  to a d d  s u r f a c e  a n d  s u b s u r f a c e  w a t e r  q u a l i t y  e n h a n c e m e n t  

to t he D E C  5 0 / 5 0  m a t c h  p r o g r a m .

A n c h o r a g e  is m a k i n g  p r o g r e s s  in the m a t t e r  o f  s u r f a c e  a n d  g r o u n d w a t e r  

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

p o i n t  s o u r c e s  of c o n t a m i n a t i o n ,  p l a n n i n g  f o r  b e t t e r  d r a i n a g e ,  a nd 

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

s t a t e  g r a n t s  in 198 5  - $ 1 1 0 , 0 0 0  fro m  t h e  G o v e r n o r ' s  c o n t i n g e n c y

fund, a n d  $ 2 0 0 , 0 0 0  a p p r o p r i a t e d  from the L e g i s l a t u r e  t h r o u g h  D E C  

- h a v e  h e l p e d  us  g r e a t l y  in  t h o s e  efforts.

A l s o ,  a s  y o u  k n o w ,  A n c h o r a g e  c i t i z e n s  a p p r o v e d  in O c t o b e r  th e  s a l e  

o f  $ 1 5  m i l l i o n  in s e w e r  b o n d s  and $10 m i l l i o n  fo r  v a r i o u s  w a t e r  

q u a l i t y  p r o j e c t s  i n c l u d i n g  p u r c h a s e  of w e t l a n d s  a n d  b u f f e r  z o n e s  

a l o n g  c e r t a i n  e n d a n g e r e d  s t r e a m s  a nd o t h e r  p r o j e c t s  to h a l t  o r  r e v e r s e  

d e g r a d a t i o n .

R e c e n t l y ,  M a y o r  K n o w l e s  g a v e  a m a j o r  a d d r e s s  o n  w a t e r  q u a l i t y  b e f o r e  

the A n c h o r a g e  C h a m b e r  o f  C o m m e r c e .  In a d d i t i o n  to s e t t i n g  p o l i c y  

g o a l s  f o r  the a d m i n i s t r a t i o n  in this a r e a  o v e r  the n e x t  s e v e r a l  

y e a r s ,  h e  s t r e s s e d  t he i n t e g r a t e d  a p p r o a c h e d  w h i c h  w e  a r e  t a k i n g  

in d e a l i n g  w i t h  w a t e r  r e s o u r c e s  - t h r o u g h  p r o v i d i n g  s a f e  d r i n k i n g  

w a t e r  ( E k l u t n a ) ,  d e a l i n g  w i t h  o u r  s u b s u r f a c e  w a t e r s  ( w a t e r  a n d  s e w e r  

e x t e n s i o n s  a n d  a n e w  w a s t e w a t e r  o r d i n a n c e ) ,  a n d  s u r f a c e  w a t e r s  ( o u r  

w a t e r  q u a l i t y  b o n d  i s s j e ) .  T h e  State h as a  p a r t n e r s h i p  w i t h  the 

M u n i c i p a l i t y  in e a c h  o f  t h e s e  areas. W e  v i e w  t he m a t c h i n g  

c o n s t r u c t i o n  g r a n t s  p r o g r a m  as an o n g o i n g  p r o g r a m .  A d d i n g  the 

c a t e g o r y  of w a t e r  q u a l i t y  e n h a n c e m e n t  to t h a t  prograiv. is c o n s i s t e n t  

w i t h  t h e  o v e r a l l  p o l i c y  d i r e c t i o n  the M u n i c i p a l i t y  h a s  t a k e n  in 

i n t e g r a t i n g  al l  o f  o u r  w a t e r  p r o g r a m s .



Rep. D r u e  P e a r c e  

F e b r u a r y  20, 1986 

P a g e  T w o

We a p p r e c i a t e  y o u r  cc-iiern a n d  le a d e r s h i p  i n  t h i s  m a t t e r .  W e  o f f e r  

o u r  a s s i s t a n c e  in h e l p i n g  y o u  achieve p a s s a g e  o f  y o u r  p r o p o s e d  

a m e n d m e n t s  to_.Title 46.



DEPARTMENT OF ENVIRONMENTAL CONSERVATION 

GRANTS PROGRAM HISTORY

Funding Municipal
Source Grants

70 BF $ 8,000,000
72 BF 32,000,000
76 BF 29,500,000
78 BF 19,390,000
80 BF 23,000,000

Total $112,390,000

Grant Funds to 

Municipality of 
VSW Anchorage

$ 3,000,000 $ 3,459,407 (43%)

1,000,000 8,746,279 (27%)

1.500.000 12,119,015 (41%)

7.750.000 4,110,649 (21%)
10,000,000 1,197,374 ( 5%)

#
$23,450,000 $29,632,724 (26.4%)

Funding 

Source

FY82 a p p r o p  $ 

FY83 a p p r o p  
FY84 a p p r o p  

FY85 a p p r o p  

FY86 a pprop

Municipal

Grants

9.359.000

4.590.000 

19,302,969

15,700,000

1,823,100

VSW

$ 1,608,900

515,000 
690,610

7.972.000

1.219.000

Federal
Funds

$11,300,000

14.642.000
14.642.000

14.642.000 

14,642,000*

FUNDING FOR WATER, WASTEWATER, AND SOLID WASTE 

FROM GENERAL FUNDS

Fiscal Through

Direct Total

FY84 ^i.9*993,'67Q * 26,441,700 $ 31,546,700
FY85 Ifi’d Q ^’nnn 108,587,100 128,580,679

FY86 3 ’n4 ?’?nn • 132,501,525 148,993,525
.J . i 0 4 2 ,100, — 25,115,300 28,157,400

Total $41,632,679 $292,645,625
$337,278,304
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BOND FUNDS OBLIGATED TO ANCHORAGE 

WATER AND SEWER PROJECTS

70

72

76

78

80

Total Bond Funds

$ 3,459,407 

8,746,279 

12,119,015 

4,110,649 

1,197.374 

$29,632,724

ANCHORAGE FUNDING HISTORY FOR 

GENERAL FUND APPROPRIATIONS

Fiscal
Year

FY83

FY84

FY85

FY86

Total

Through
ADEC

$ 3,744,038 

6,397,069 
- 0 -  

- 0-

Di rect

$ 8,382,000 
55,423,500 

49,920,300 

5,860,600

Total

$ 12,126,038 

61,820,569 
49,920,300 
5,860.000

$129,727,507

% of 

Statewi<

38% 

48% 

33% 

21%

During this time, Anchorage received 38.5 percent- c* *
spent on this type of project. Percent of all State money



e r

FY83

FY84

FY85

FY86

Total

ANCHORAGE AND FEDERAL FUNDS 

September 18, 1985

Total Awarded to
Ava i 1able Anchoraoe

$14,642,000 $ 6,836,292

$14,642,000 3,786,,904

$14,642,000 18,464,000

$14,642,000 8,500,000 *

$58,568,000 $37,587,196 (64.2% cf Tota

available)

*Est1mated to be awarded
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A N C H O R A G E  P R O JECTS

70 BOND FUND

Project Amount

Pt W o r o n z o f  Improvements $ 12,556

W a t e r  S y s t e m  500,*000

P hase II W a t e r  203, 4 8 2

South Street & 14th Ave. W a t e r  5,565

P r e s su r e  R e d u c i n g  Stations 43 , 4 9 8

Laterals 377,045

S e w e r  T r e a t m en t  1,5 7 1 , 4 5 6

S e w e r  Interc e p t o r  575,252

E a g l e  R i v e r  75,936

H e n s h aw  S e r v i c e  42,343

I n f i l t r a t i o n / I n f l o w  52 *275

TOTAL $ 3 , 45 9 , 4 0 7
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76 BOND FUND

Project Amount

W a t e r  System $ 188,000

LID 69 & 70 154,612

1977 LID 431, 0 3 3

A c e  LID 50-9 31,727

LID 50-8 53,830

Hal o Ex t e n s io n 8,464

Yale LID 88 2 8 , 0 7 j

Pr o d u c t i o n  Well #12 66,583

36th A v e n u e  Main 148,885

SE I nterceptor 33,490

SE I nt/Diamond E-2 77,046

E-2 Trunk 111, 4 2 0

L ake O t ic / D o w l i n g  E-77 221, 0 3 6

E-l T runk Phase II 210,165

E-3 C ro s s i n g  of Old S ewer 17,985

LI D  9 3- H o m e c r e s t 3 6,190

Ke l l y  LID 92 114,576

“A" Street  W a t e r / B e n s o n - 39 9 9,204

E -l-1 T runk Phase II 287,509

SE Inc C r o s s i n g of Old S e w e r 17,214

Well #4 A u x  Power 81,035

5th A v e n u e  U n g a - G a m b e l 1 620,037

LI D  90 - Hyatt Estates 32 ,1 4 8

LID 91 - Campbell Heights 109,205

LI D  95 - Marys 3 2,197

Mi s c  Test Wrlls 31,917

Eas t  68th ,*.;e W a t e r 18,970

S h a l l k o f f 46,140

" A " ' S t r e e t ' A l l e y  W at e r 29,876

10th A v e n u e  W a t e r 8 4,944

Blu^.f/Richardson W a t e r 3 2,562

O ' M a l l e y  C r o s s i ng  Seward 10,418

LI D  98 - S h e likof 47,089

LI D  100 - Century 1 2 , 2 2 2
L I D  96 - T i m o t hy 44 , 5 2 3

Mi s c  W a t e r  Mai n  Extensions 17,557

G r u m a n  W a t e r 21,330

S o u t h  Street W a t e r 14,466

W a t e r  Improvements #6 72,018

T e s t  Wells 36,288
Panc h o s  Villa Sewer 8,738
D e B a r r  Road S ewer 34,273
A 1 r p o r t  12" W ater 44, 77 3

Industrial LID 75 125,812
S e w e r  A-2 Phase II 109,448
B r o o k w o o d  LID 87 238,818
5th A v e n u e  W a t e r 161,715
S e w e r  Ext e n s i o n 77-1 23,919

B a x t e r  LID 89 8 ,855
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76 BOND FUND (Continued)

Project Amount

Roberts Lateral Exten s i on s $ 4 546

East 4th A v e n u e  M a i n 30 734

LID 311 49 071

Railroad B ore Cro s s i n g s 19 1 2 1
C a m p b e l 1 C reek Pump 1 1 1 500

D-3 Trunk S e w e r 51 305

LID 94 - Hathor 137 710

LID 102 - A lp i n e 18 098

LID 107 - O'Brien 86 109

LID 113 - O'Brien 36 822

W a t e r  Well #7 6 449

Laterals 116 328

LID 126 - Atkins 17 027

Eagle R i v e r  STP 789 765

"C" Street Trunk 35 750

Well H ouse #12 242 605

SE Interceptor Xing New S e w a r d  Hwy 250 000
Int'l Airp o r t  Road "A" M i n n e s o t a 242 500

SE Interceptor E-2 t o  O ' M a l l e y 278 918

Infiltration/Infl ow 134 883

E-3 Trunk, Phase I 150 323

W ater Main, Da m  to WTP 1,087 002
LID 115 B ruce 206 000
Bragaw, T u d o r  to U n i v e r s i t y 290 000
H a wthorne S u b d i v i s i o n  W at e r 18 300

H a w t h o r n e  S e w e r  S t u bouts 7 600

F i r eweed L ane W a t e r 16 860

W i sconsin Street W a t e r 42 610

E agle R i v e r  Urban S e w e r  C r o s s i n g s 16 1 0 0
A r c t i c  Blvd Main 58 200
Pt. W o r o n z o f  STP Imp r ov e m e n t s 357 316

16th Ave W a t e r  M a i n  E x t e n s i o n 88 353

G i r dwood STP 1,4-1 330

F ire lake I n t e r c e p t o r 87 500

44t h Av e n u e  Fish C r e e k  Trunk 556 880

S p r u c e  Street 68th - 64th A v e n u e 82 925

Gambell Street W a t e r 14 370

LID 50-13 C i t ation 50 650

LID 127 Poggas 17 117

Prrodu ct l o n  Well #13 69 737

C B D - 2  Trunk 282 250

$12,119,015
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72 BOND FUND

Project Amount

Water S y s t e m $ 646 828

Wa t e r  Well #7 1 1 1 250

1977 LID 166 591

Dowling R o a d / P o t t e r 99 391

Campbell C reek Pump 129 000
Campbell Creek F o r ce 148 991

W i l l o w  St r e e t  M ain 1 1 822

Eas t 26t h  A v e n u e 30 425

5th A v e n u e  Unga-Gambell 58 250

"A" St r ee t  A l l e y 3 230

Pt. W o r o n z o f  W a t e r l i n e 234 192

T u d o r  C o r ne r s  LID 103 93 775

LID 118 Stewart 39 206

LID 119 Frisley 15 258

Laterals 1,237 832
New E a g l e  R i v e r 29 661

S e w e r  T r e a t m e n t 1,300 906

S e w e r  I n t e r c e p t o r 107 336

E a g l e  R i v e r 69 531

H e n s h a w  S e r v i c e 5 031

Lamb e r t  WID 3 4 28 188

LID 130 M ason 29 531

12th A v e n u e  W a t e r  P-R 13 371

78th W e s t  I n t e r c e p t o r 643 526

"C" Str e e t  Trunk 35 750

International A i r p o r t  Road W a t e r 401 635

STP E x t e n s i on  D e s i g n 85 000
SE I n t e rc e p t o r  C r o s s i n g 196 200
E a g l e R i v e r  STP 1 1 471

Infi.ltration/Inflow 67 000
G i r d w o o d  STP 1,792 503

N o r t h e r n  Lights W a t e r 30 296

E a g l e  R i v e r  R oad S e w e r  Trunk 95 399

Gambell St r e e t W a t e r 29 399
Gambell Str e e t  S e w e r 31 1 0 0
P r o d u c t i o n  Well #13 79 320
C B D - 2  Trunk 347 300
7th A v e n u e  W a t e r m a i n 241 244

D o w n t o w n  A l l e y  W a t e r l i n e 49 788

$8,746,279
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78 BOND FUND

r

O' M a l l e y  - Seward $ 1,062

East 76th Av en u e  16" Main 113*840

LID 86- C a m p b e l 1 Hts. North 115* 9 4 ?
LID 6 7 - K i m  9 3 , 0
"C" St r e e t  Trunk 93* 2 5 0

E agle R i v e r  STP 18,*000

E ast 68th - Hyatt to Abbott 331, 6 0 0

10 MG R e s e r v o i r  #4 1,638,*000

Fire Lak e  I n t er ceptor Phase I *500*000

LID 1 2 3 - H i l lc r e s t  138*667

LID 50 - l l - T o n s 1 n a  Court 142, 1 0 0

A r c t i c  Blvd S e w e r  17*850

C BD-1 S e w e r  Trunk 9 0 * 5 0 4

Well H o u s e  #13 3 2 4 * 7 5 0

Gambell Street W a t e r  114)436

W a r e h o u s e  Ave n u e  Trunk 135)850
L ake O tis W a t e r  Mai n  3 2 5 )4 5 0

$ 4 , 1 1 0 , 6 4 9

Project Amount

80 BOND FUND

f.ro-J ect Am o u n t

10 M G  R e s e r v o i r  #4 $ 112,000
A e r o  W I D  315 *̂;q  g^g

E a g l e  R i v e r  Road S e w e r  Trunk 1 3 1 )000

Gambell Street W a t e r  281*8 7 5

I n t n‘1 A i r p o r t  Roa d S e w e r  3 7 3 * 3 0 0

Denali Str e et  S e w e r  2 8 ) 4 5 0

A b b o t t  R o a d  W a t e r  Mai n 99) 8 0 0

$1,197,374



C R I T E R I A  SYSTEM

AL A S K A  D E P A R T M E N T  OF E N V I R O N M E N T A L  C O N S E R V A T I O N  

CAPITAL P R O J E C T S

1. Prob l e m  A d dressed

A. Public Health

1 . A d o c u m e n t e d  e x i s t i ng  d i s e a s e  e vent exists (documented by a 

recognized pub li c  health o r g a n i z a t i o n  and c o n f i r m e d  by ADEC 

sanitarians).

2. The potential for a d i s e a s e  event exists. (All the elements , 

are there, it just has not y e t  h a ppened.)

3. Th e  potential for a d i s e a s e  does not exist. Not all the 

el e ments exist but d e v e l o p m e n t  s u g g e s t s  the event will 

o ccur in the future unless this p r o j e c t  is constructed.

B. Public Safety

1. This project is needed to p r o v i d e w a t e r  for fire protection. 

The e x is t i n g  p o pu l a t i o n  c u r r e n t l y  has no fire protection 

t h r o u g h  a piped w a t e r / h y d r a n t  system.

2. This project is needed to p r o v i d e  w a t e r  for fire protection. 

New d e v e l o p m e n t  is being c o n s t r u c t e d  w h i c h  needs a piped 

w a t e r / h y d r a n t  system.

C. Environmental

1. A d o c u m e n t e d  existing p o l l u t i o n  e v e n t  exists.

2. T h e  potential for a po l l u t io n  e vent exists.

3. D e v e l o p m e n t  suggests a p o l l u t i o n  e v en t  will o c c ur  in the 

fut ur e  unless thi s  project is c on s t r u c t e d .

4. An e s t h e t i c  "pollution" p r o b l e m  needs correcting.

2. This project is being done in c o n j u n c t i o n  with  an EP A  funded project.

3. Project D e v e l o p m e n t  Status

A. Project has en g i ne e r i n g  plans and s p e c i f i c a t i o n  alre a d y  prepared.

B. A f e a s ib i l i t y  s tudy or f a c ility plan has been p r e p ar e d  for the

project.

C. A c o m p r e h e n si v e  study has been p r e p a re d  w h i c h  add r e s s e s  the

need for this p r o j e c t  among o t h e r  c o m m u n i t y  needs.

D. No d o c u m e n t a t i o n  has been p r e p a r e d for this project.
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C r i t er i a  System 

Page 2

4. Match i n g  Funds A v a i l a b l e

A. Matching funds are c u r r e n t l y  a v a i l a b l e  for this project.

B. M a t c h i n g  funds h a v e  been a p p r o v e d  by a p p r o p r i a t e  authorities.

C. There is r e a s o n a b l e  e x p e c t a t i o n  t hat m a t c h i n g  funds will be

available and the sou r c e has been s pe c i f i e d .

5. Grant Funds C o s t / P o p u l a t i o n  B e n e f i t t e d .  T h i s  c r i t e r i a  will use 

the actual p o p u l a t i o n  expec t e d  to be b e n e f i t t e d .

A. "he c o s t / p o p u l a t i o n  ratio is low: 0 t o  400.

B. The c o s t / p o p u l a t i o n  is moderate: 401 t o  4,000.

C. The c o s t / p o p u l a t i o n  ratio is high: > 4 , 0 0 0 .

6 . Operational and M a i n t e n a n c e  costs hav e  been c o n s i d e r e d  and either 

are not e xi s t e n t  or a s ou r c e  of funds will e x i s t  to pay for them.

7. Pi.ased or S e g m e n t e d  Project

A. Part of the project is alre a d y  s t a rted. T h i s  ph a s e  is needed

to mak e  the project functional.

B. Th e  project is c o m posed of m o r e  t han one segment. This segment

is needed to meet t h e  w a t e r  q u a l i t y  or p u b l i c  h e a l t h  intent of 

the plan but is not n e c e s s a r y  to m a k e  t h e  proj ec t  functional.

8 . Effect on O t h e r  Projects

A. Project needs to be a c c o m p l i s h e d  in c o n j u n c t i o n  w i t h  anot h e r

project to reduce overall cost to S t a t e  (paving, etc.).

Points

100 
60 ' 

45

75

45

15

50

50

25

15



SCNAfC RULCS CM AIHMAN

K E Y  P O I N T S  f o r  R E V I S I O N S / A M E N D M E N T S  T O  T I T L E  4 6 ,  A L A S K A  S T A T U T E S :

1. STATE POLICY: Section 46.03.010 "Declaration of Policy" provides overall
guidance and authority for actions by the State of Alaska in improving and 
enhancing water quality.

2. Sen. Tim Kelly is offering revisions and amendments to Title 46, Alaska 
Statutes, that will enable the Department of Environmental Conservation to 
work with, assist and provide funding to local governments in Alaska in our 
efforts to enhance the quality of our surface and subsurface waters.

3. It is totally unacceptable that within the Great Land we now have 
polluted streams, rivers and lakes. State and local government, and all concerned 
people of our state must make correcting this situation a high priority. As 
custodians of our natural environment we owe it to ourselves and to our children 
to maintain the waters of this state in as high quality condition as resonably 
possible.

4. For several years there has been in effect a program within DEC that was
popular’y refered to as the 50/50 match program. This program provided state
grants to local governments for the purpose of constructing water and sewer 
systems and solid waste facilities. Sen. Kelly is proposing that this current 
program (46.03.030 Grants) be expanded to include grant funding for surface 
and subsurface wacer quality enhancement.

5. Sen. Kelly believes that expanding the current program is preferable to 
instituting a new program for the following reasons:

a. The current 50/50 match program has been quite successful in the past
and it is well accepted and even praised by both state and local officials,

b. The program is cost effective.

c. The program works.

d. This program encourages local participation and responsibility regarding 
water quality enhancement. •

e. This is a long range solution, a comprehensive program that will enable
state and local governments to make a continuing effort to enhance
our water quality throughout the state.

f. State funds can go twice as far when they are combined with matching 
funds from local governments. We get twice the "bang for the buck".



By expanding the current program administrative cost are held to a 
minimam. No new state personnel positions will be required to administer 
this program. There already exists within DEC a municipal grants 
section, and this section will be able to carryout the expanded mission 
of Title 46. No new bureaucracy!

This will be a statewide program that will enable DEC to allocate scarce 
resources on a logical and rational priority basis.

This program, to a large de , will de-politicize the regional 
allocation of resources.

These revisions/amendments have the suj iort of DEC and the Municipality 
of Anchorage.

For the past couple of years this grant program has not “ cieved 
adequate funding. Sen. Kelly will work to fund this program at a 
reasonable revel. DEC would like to see 15 to 20 million per year 
allocated to this program. Keep in mind that this will be funding 
statewide, domestic water systems, sewer systems, solid waste facilities 
and now water quality enhancement.

It is very important that we get our residents off of on site septic 
systems and hooked into municipal sewer systems as soon as possible 
so our ground water does not become saturated beyond the point that 
it can naturally handle. By fully funding this program we will be able 
to make progress in this regard.



Alaska Statutes
Title 46. Water, Air, Energy, and 

Environmental Conservation.
Chapter
03. Environmental Conservation (§5 46.03.010 — 46.03.000)
04. Oil Pollution Control (§§ 46.04.010 — 46.04.120)
05. Water Pollution Control A ct (Repealed)
06. Recycling and Reduction of Litter (5$ 46.06.010 — 46.06.150)
07. Village Safe W ater A ct <*§ 46.07.010 — 46.07.0S0)
10. Pollution as Nuisance iRepealed)
11. Conservation of Energy and Materials (S5 46.11.010 — 16.11.900)
12. Alaska Energy Center (§§ 46.12.010 — 46.12.500)
15. Water Use A ct (Sit 46.15.010 — 46.15.270)
25. Alaska State Commission of Oceanography (Repealed) •
26. Commission L r  Ocean Advancement Through Science and

Technology (Repealed)
30. Certification of Water and Wastewater Systems Operators 

(SS 46.30.010 — 46.30.130)
35. Environmental Procedures Coordination «46 . 35 . 010  —

46.35.210)
40. The  Alaska Coastal Management Program iSS 46.40.010 —

46.40.210)

C hap te r  03. Environmental  Conservation.
A r t i c l e

1. Declaration o f Policy is 46  03.0101
3. Department o f Environm enta l Conservation its  40 <13 030 — -I6 .03.040i
3. W ater Pollution Contro l i t t  4ri. 1)3.050 — 46113.131)1
4. A ir Po llu tion C o n t r o l' i t  46 03 .140 —  46 03 "J40»
3. Radiation and Hazardous Waste Protection i t t  4li.ll3.1130 —  46 .U 3 .3U )
5. Pcsuciae Control i t t  40 .03 .3^0 —  46 D3.300i
7. Prohibited Acts nnd Penalties i t i  46  03 .710 — 46 .03 .to0 i 
S. General Provisions i>s 16.03 SOO — 46.ti3.UU0’

E d ito r 's  notes. — Section 5. ch. 130. 
SLA 1*371, provides; "A ll Itlica tion . 
h e jrin cs . inve 'tica lion - and uthei pro- 
ceedinc; pending under nnv law amended 
nr lunctmn> wnicn m jv  he iranM erreil hv 
this A it. lonunue m eilect and n u v  he con­
tinued and completed not w ith-tam iin ii 
anv such transfer o r amendment urnviued 
for in tms Act. Cei lilica tes. oi tiers, rule-, or 
regulations i-sued o r tiled under au tliun ty

ol a law amended hv this Act o r functions 
which i i i .i v  lie transferred by th is Act. 
remain in i-tfccl tur t h e  term issued, unless 
o r until revoked, vacated, or otherw ise 
modiiietl unuer me provisions of thus Act. 
A ll contracts o r other nb lu r.iions created 
hv anv law aineiHietl by this Act o r hv v ir­
tue ot functions which mav he tran> lerred 
hv i h i s  Act. and hi eitect on .lu lv  1. 1<J71. 
remain in eilect unless o r until revolted, or

1



Section
10. D ec la ra tion  o f policy

-111 Aid

See. -10.0:1.010. D eclara tion  o f policy, (a) It is the policy of the 
state to conserve, improve and protect US-natural resources and envi­
ronment and control water, land and air pollution, in order to enhance 
the health, safety and welfare of the people of the state and their 
overall economic and sociai well-beinp.

tb) It is the policy of the state to improve and coordinate the envi­
ronmental plans, functions, powers and programs of tiie state, in 
cooperation with the federai Government, regions. local governments, 
other public and private organizations and concerned individuals, and 
to develop and manace the basic resources of water, land and air to the 
end that the state may fulfill its responsibility as trustt.* of the envi­
ronment for the present and future generations. IS 3 ch 120 S L A  1971)

N O T ..S  TO D E C IS IO N S

T h is  chun te r is n ot vo id  fo r  
vapueness under t'no A laska and United 
S ta les constitution*. Stock v State. Sup. 
Ct. Op. No. 1076 1 K ile No. 2 0 0 7 1. 525 P.2d 
3 -'0741.

A'nen the somewhat shadowv bound­
ar ie s  of the a r e a  o f prohib ited conduct were  
contrasted w ith the overa l l  purpose o f this 
chapter anu the aosence  01 a n y  ev idence  of 
d iscr im inatory  app licat ion , the supreme 
court couiu not sa v  m at tnep re sump t ion  ol 
const i tu t ion .m lv  o f  the s ta tu te  w as 
overcome, s to ck  v. M a te .  Sud . Ct. Du. No 
107G 1 File No. 2uu7i. 526 I ’ 2J 3 1 1574'.

T h e r e  c a p  b e  no  d o u b t  o f  th e  p e n c r a l  
f r a m e  o f  o p e r a t i o n  o f  th is  c h a p t e r ;  no

contention can he mace that this chapter 
has a cubterfusai purpose o r effect o f 
vurtuihm : the exercise o f protected po lit­
ical or individual richts to speech, associa­
tion. privacy and the like. Stock v. s ta te . 
Suo. C l. Op. No. 1076 t f i le  No. 2007). 526 
l'.2d 3 119741.

As to ac fenuacy o f notice o f  w hat acts 
p ro h ib ite d , see stock v. S la te . Suo. Ct. 
Un. No. 1076 'F ile  No. 2007 1. 526 P .2d 3 
i 1974>

The c once rn  ind icated by th is c h ap ­
te r is tne protection oi me environment 
Irom pollution , stock v. State. Sup. C l. Op. 
No 1076 • Fiie No. 20U7>. 526 P.2d 3 
1 1974c

C o lla te ra l re fe ren ce s . — 61A Am. Ju r. 
£d. Pollution Conticil. t i  16.-19 

39A C.J.S.. Health and Environment. 
>S 115124 

Power ol state to orohibit or ro-tnct 
exportation o: n jlu ru i resources. 62 ALR 
331.

Prcservnunr, o r orotcctton o f an im als or 
mrd* assum ed  o f charitable trust. 66 A LR  
4 6 5

Constitutionality o f reforestation o r 
forest co r- -vatum  ieeislauon. 13 ALR2d 
1095.
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C o lla te ra l re fe ren ce s . —  0 1A Am. Ju r . 
22. Po llu tion Contro l. « 6.

39A C .J.S .. Health jn d  Environmen*.
4 . 5. 0-15. 125-145.

Power o f state to prohibit o r restrict 
exportation oi natu ra l resources. 32 ALR 
331.

Preservation or protection o f an im als or

birds as subject c f charitab le trust. 66 ALR 
465

Constitutionality n f reforestation or 
forest conservation legislation. 13 ALK2d 
105)5.

Rieht to maintain action to eniom public 
nuisance as aifectea by existence ot p o llu ­
tion control acency. 60 A lK 3 d  665.

Sec. 46.03.020. P ow ers o f the departm ent. The  department may
(1) enter into contracts necessary or convenient to carry out the 

functions, powers and duties of the department:
(2) review and appraise procrams and activities of state depart­

ments and agencies in lich t of the policy set out in A S  46.03.010 for the 
purpose of determining the extent to which the programs and activities 
are contributinc to the achievement of that policy and to make recom­
mendations to the departments and agencies, inducing  but not limited 
to. environmental guidelines:

(3) consult with and cooperate with
(A ) officials and representatives of any nonprofit corporation or 

organization in the state:
<B l persons, organizations and groups, public and private, using, 

served by, interested in or concerned with the environment of the state:
(4) appear and participate in proceedings before any state or federal 

regulatory agency involving or affecting the purposes of the depart­
ment:

i5> undertake studies, inquiries, surveys or analyses it may consider 
essential to the accomplishment of the purposes of the department: 
these activities may be carried out by the personnel of the department 
or in cooperation with public or private agencies, including educa­
tional. civic and research organizations, colleges, universities, insti­
tutes and foundations:

t6i at reasonable times enter and inspect with the consent of the 
owner or occupier any property or premises to investigate either actual 
or suspected sources of pollution or contamination or to ascertain com­
pliance or noncompiiance with a regulation which may be promulgated 
under A S  46.03.020 — 46.03.040: information relating to secret pro­
cesses or methods ol manutacturc discovered during investigation is 
confidential:
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•. i cnnduci investigation.-* and hoiri hearings and compel the atten­
dance t*l wiihc.V'C.n and the production oi account.s. bunks and docu­
ments i*v the issuance of a sunpoena:

• N  advise ;tnd cooperate with ntumciaal. regional and ot lier local 
agencies and officials in tiie state, to ca rry nut the purposes o f this 
chapter:

• 9' act as the official agency ol the sta le in a l l matters a fleeting the 
purposes o f  the department under lederal laws now or he reanc r
enacted:

I ’-Ui adopt regulations necessary to elfectuate the purposes o f  thr.s 
chapter, including, by way of example and not limitation, regulations 
providing for

•A' control, prevention and abatement of air, water, or land or 
subsurface land pollution:

>Bi safeguard standards for petroleum and natura l gas pipeline con­
struction. operation, modification or a lte rat ion :

<Ci protection nf public water supplies by establishing m inimum 
drink ing water standards, and standards for the construction, improve­
ment. and maintenance o f public water supply systems:

(D ) collection and disposal o f  sewage and industria l waste;
(E i collection and disposal of garbage, refuse, and other discarded 

solid materials from industrial, commercial, agricultural and commu­
nity activities or operations:

<F • Repealed by * 12 ch 172 SLA 197S.
(Gi control o f  pesticides:
<H * such other purposes as m.:y be required for the implementation 

of the policy declared in AS -Jo .03.010:
(I> handling, transportation, treatment, storage, and disposal of haz­

ardous wastes;
(11 ) a fte r consultation with other state agencies and local govern­

ment officials, identify and propose for additional o r deletion, by regu­
lation. other licenses, permits or authorizations for which the 
provisions o f  AS 46 35 are applicable, and report annua l ly  to the leg­
islature the permits which have been included or deleted. 3 ch 120 
SLA 1971: am S 1 ch 220 SLA 1976: am > 2 ch 60 SLA 1977: am i 12 
ch 172 SLA  197S: am 5 S ch 93 SLA 19S1)

Rev iso r's  notes. — In ch. 120. SLA 
1971. p jrac rnnn  • t>> o f this section con­
tained a reierence to AS 43 UII.UJO —  
4b.OJ.li4U Tho enurossea version o f the 
b ill <SH 75 am  f i ■ rel erred to "this artic le" 
wnicn includes AS 4u.U3.020. theretore the 
provision na? been corrected here to a 
reference to AS 4 6 03 .0 20  —  46.0.1.040. In 
paracraprt »111. a relercnce to AS 46.35 
was su t-m utcd  for a relercnce to 46 .30 by 
the revisor oi statutes unucr 'he authorin ' 
o f AS 01.05 .031.

C ross  re fe ren ce s . — For status o f 
enforcement ana inspection emoiovees o f 
the Department ol Environmental Conser­
vation as peace olliccrs. see AS 
46 .04 .090 'hi. For provisions re la tinc to 
environmental proceaures coorainalion. 
see AS 46 .35 .010 e l seq.

E ffe c t o f  am endm ents. —  The 1977 
amenamcnt nddca paracraph i l l ) .

The 197S amenamcnt. in par.icraph 
ilO i. repealed subpararraph i F i . which 
read "control o f raaiauon sources to pro-
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Sec. 4ti.03.030. G ra n ts  for w ater supply, sewerage and solid 
waste facilities, ta) Repeaied by $ 10 ch 220 S L A  137G.

ib) The doDartmcnt may grant to a municipality, as funds are avail- 
ab e. up to 50 percent of eligible costs not financed by the federal 
government, for public water supply, treatment and distribution sys­
tems and public sewage collection, treatment and discharge facilities 
for which construction has not commenced on or before June 21. 1076. 
The  eligible cost of a project o; portions of a project will he as deter­
mined by the fedcrai agency granting the most monetary assistance. 
On projects or portions of projects, for which federal participation is not 
available, eligible costs will be determined by the denartment m accor­
dance with td> of this section. Projects shall be constructed in accor­
dance with plans and specifications approved by the department.

(c) There is a water supply, sewerage and solid waste facilities fund 
created in the department to carry out the purposes of this section.

• di The department shall, by regulation, identity those costs which 
are eligible costs for the purposes of this section. Eligible costs include 
the costs established in a construction contract which are necessary for 
construction of a project, but do not include the cost of interest and 
financing and right-of-way acquisition, or costs related to operation, 
maintenance, repair or repiacement of a project.

• e* The department may grant to a municipality not more than 50 
percent of the eligible costs, including costs of obtaining federal 
waivers from the requirement for secondary treatment plants, which 
are not paid for by the federal government lor solid waste processing 
or disposal facilities constructed after Ju ly  1. I960. However, the 
department may grant a municipality up to 60 percent of the eligible 
costs not paid for by the federal government for a solid waste processing 
or disposal facility constructed alter July I. 1950. if the facility is used 
for resource recovery. The  eligible costs of a solid waste processing or 
disposal facility are determined by the federal agencv granting the 
most monetary assistance lor construction of the facility For a solid 
waste processing or disposal facility for which federal money is not 
available, the department shall determine the eligible costs in accor­
dance with id• of this section. A mum noaiity shall construct solid 
waste processing or disposal facilities financed by grants under this 
section according lo plans and specifications unproved by the depart 
ment. i* 3 ch 12U S L A  15)71: am tS 2. 19 ch 22u S L A  1976: am ** 30. 
31 ch 16S S LA  1976; am 1-4 ch 163 S L A  li.fSUi
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