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A l a s k a  S t a t e  S e n a t o r  J a y  K e r t u l a  
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P a l m e r ,  A l a s k a  9 9645

A t t e n t i o n :  B i l l  K e l d e r ,  E s q u i r e

R e : T R A C  v e h i c l e  l e a s i n g  in A l a s k a

D e a r  S e n a t o r  Kertula;

O u r  firm r e p r e s e n t s  b o t h  the A m e r i c a n  A u t o m o t i v e  L e a s i n g  
A s s o c i a t i o n  (AALA) a n d  t h e  E q u i p m e n t  L e a s i n g  A s s o c i a t i o n  of 
A m e r i c a  (ELA). I am  w r i t i n g  on  b e h a l f  of b o t h  A A L A  a n d  E L A  to 
a s k  y o u r  h e l p  in e n a c t i n g  A l a s k a  s t ate l e g i s l a t i o n  to s a f e g u a r d  
o u r  m e m b e r  c o m p a n i e s '  w i d e - s p r e a d  p r a c t i c e  of l e a s i n g  f l e e t s  of 
m o t o r  v e h i c l e s  to c o m m e r c i a l  b u s i n e s s  l e s s e e s  u n d e r  l e a s e  
a g r e e m e n t s  w i t h  t e r m i n a l  r e n t a l  a d j u s t m e n t  c l a u s e s  ( T RACs).

W h a t  we are s e e k i n g  is a s e p a r a t e  s t a n d - a l o n e  b i l l  on 
T R A C  v e h i c l e  i e a s i n g / a d d i n g  the f o l l o w i n g  n e w  s e c t i o n  2 8 . 1 0 . -  
375 to the A l a s k a  S t a t u t e s ,  T i t l e  28 (" M o t o r  V e h i c l e s”),
C h a p t e r  10 ( " V e h i c l e  R e g i s t r a t i o n  and T i t l e”), A r t i c l e  4 
( " F i l i n g  D F o c u m e n t s  E v i d e n c i n g  L i ens or Encumbrances'*):

S e c . 28. 1 0 . 3 7 5 .  T E R M I N A L  R E N T A L  A D J U S T M E N T  C L A U S E S : 
V E H I C L E  L E A S E S  T H A T  A R E  N O T  S A L E S  O R  S E C U R I T Y  I N T E R E S T S

In the c a s e  of m o t o r  v e h i c l e s  o r  t r a i l e r s ,  
n o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n  o f  law, a t r a n s­
a c t i o n  do e s  n o t  c r e a t e  a sale or s e c u r i t y  i n t e r e s t  
m e r e l y  b e c a u s e  it p r o v i d e s  that the r e n t a l  p r i c e  is 
p e r m i t t e d  o r  r e q u i r e d  to be a d j u s t e d  u n d e r  the a g r e e m e n t  
e i t h e r  u p w a r d  o r  d o w n w a r d  by r e f e r e n c e  to the a m o u n t  
r e a l i z e d  u p o n  s a l e  or o t h e r  d i s p o s i t i o n  o f  the m o t o r  
v e h i c l e  or trailer.

T h e  o r i g i n ,  p u r p o s e s  a n d  e f f e c t  of this p r o v i s i o n  a r e  e x p l a i n e d  
in d e t a i l  in the e n c l o s u r e s .  S e e  N e w  D e v e l o p m e n t s ;  A r t i c l e  2A 
L e a s e s  of G o o ds, 1993 C o m m e r c i a l  L a w  A n n u a l  at  p p . 1 2 4 - 1 3 0  
( e n c l o s e d ) .  This is n o n - c o n t r o v e r s i a l ,  p u b l i c  i n t e r e s t  l e g i s l a­
t i o n  that, if e n a c t e d ,  w i l l  e n h a n c e  b o t h  i n t e r s t a t e  c o m m e r c e  
a n d  c o m m e r c e  w i t h i n  the S t a t e  of Alaska.
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V O L F * * : .  B O S K E V  A N D  L Y O N C

T w e n t y  (20) j u r i s d i c t i o n s  h a v e  n o w  a d o p t e d  o u r  m o d e l  
T R A C / s t a t e  lav/ or its f u n c t i o n a l  e q u i v a l e n t :  A l a b a m a ,  D i s t r i c t  
of C o l u m b i a ,  F l o r i d a ,  I l l i n o i s ,  L o u i s i a n a ,  M i c h i g a n ,  M i n n e s o t a ,  
M i s s o u r i ,  N e w  J e r s e y ,  N e w  Y o r k ,  N o r t h  D a k o t a ,  O hio, O k l a h o m a ,  
O r e g o n ,  R h o d e  Island, T e x a s ,  V e r m o n t ,  V i r g i n i a ,  W a s h i n g t o n ,  and 
W i s c o n s i n .  We s i n c e r e l y  h o p e  A l a s k a  w i l l  f o l l o w  suit.

C u r  s p e c i f i c  r e q u e s t  is this: If y o u  a g r e e  w i t h  us that 
t h i s  is m e r i t o r i o u s  l e g i s l a t i o n ,  w o u l d  y o u  p r e - f i l e  a TRAC/-= 
s t a t e  l a w  b i l l  in 1993 for c o n s i d e r a t i o n  b y  t h e  A l a s k a  l e g i s l a­
tu r e  at the e a r l i e s t  p o s s i b l e  t i m e  in 1994?

T h a n k  you for c o n s i d e r i n g  c u r  v i e w s  o n  t h i s  i m p o r t a n t  
p u b l i c  i n t e r e s t  m e a s u r e .

Y o u r s  v e r y  truly,J  V r» • ~ v
E d w i n  E. H u d d l e s o n ,  III

E n c l o s u r e s

cc: (w. e n c l o s u r e s )

C h a i r m a n  Bi l l  H u d s o n
A l a s k a  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

Mr. J a m e s  L. C l o u d  
V i c e  P r e s i d e n t
N a t i o n a l  Bank of A l a s k a  Tel: (907) 2 6 5 - 2 8 1 6  

P.O. Bex 100 6 0 0  
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

A r t h u r  H. P e t e r s e n ,  E s q u i r e  
O n e  S e a l a s k a  P l a z a  ( S u i t e  ■»202)

J u n e a u ,  A l a s k a  9 9 8 0 1



_ _  Mr. C.B. T o h
1X1 £HYT(l jf V i c e  P r e s i d e n t

Banl^Alasl^a. D i r e c t : ( 9 0 7 ) 2 6 5 - 2 0 7 8  
Fax: ( 9 0 7 ) 2 6 5 - 2 1 4 1

Corporate Headquarters P.O. Box 100500 Ancnorage. Alaska 99510-0600 (907) 276-1132
301 W . N o r t h e r n  L i g h t s  B l v d . , A n c h o r a g e ,  A K  9 9 5 0 3

October 2 1 ,1 9 9 3

Alaska State Senator Jay Kerttula 
P.O. Box 1009 
Palmer, AK 99645

A tten tion : Bill Kelder, Esquire 

Re: TRAC Vehicle Leasing in Alaska 

Dear Senator Kerttula:

I am w riting  you on behalf oe National Bank of A laska. Earlier th is year, the Alaska 
Legislature enacted a set of amendments to UCC 1-201 (37 ), sharpening the state 
law  d is tinc tion  between a "lease" and a "security  in te res t" in transactions involving 
equipment and motor vehicles. While this new law  is helpfu l in many s itua tions, it 
is s ilent about our long-standing business practice o f leasing flee ts of motor vehicles 
to  commercial business lessees under agreements w ith  term inal rental adjustment 
clauses (TRACs). We seek your help in enacting leg is lation tha t would c la rify  the 
sta tus o f TRAC motor vehicle leases as true leases under A laska state law .

Tw o national trade associations -- the American Au tom o tive  Leasing Associa tion 
(AALA) and the Equipment Leasing Association (ELA) -- w ro te  you earlier about the 
need for TRAC/state legislation in Alaska. We agree w ith  AALA and ELA.

W hat AALA , ELA and National Bank of Alaska are seeking is the enactment of 
legislation adding the fo llow ing new section 28 .1 0 .3 75  to  the Alaska S tatu tes:

Sec. 2 8 .10 .375 . TERMINAL RENTAL ADJUSTMENT CLAUSES. VEHICLE 
LEASES THAT ARE NOT SALES OR SECURITY INTERESTS.

In the case of motor vehicles or trailers, no tw iths tand ing  any other provision 
o f law , a transaction does not create a sale or security interest merely 
because it provides tha t the rental price is perm itted or required to be 
adjusted under the agreement either upward or downw ard by reference to 
the amount realized upon sale or other d isposition of the motor vehicle or 
tra iler.

This is non-controversia l, public in te re s t. agislation th a t w ill I alp put TRAC vehicle 
leases on a level playing fie ld w ith  other kinds of leases fo r sta te law and 
bankruptcy law  purposes. If enacted in A laska, th is  legislation w ill trea t TRAC 
vehicle leases like all other leases, w ith  the result th a t TRAC vehicle lessors’ risks 
and costs w ill be lowered, lessees' rental rates ■ ill be reduced, and both in tersta te 
commerce and commerce w ith in  the sta te of A laska w ill be fac ilita ted .



S e n a t o r  J a y  K e r t tu la  
O c t o b e r  2 1 ,  1 9 9 3  
P a g e  2

T h a n k  y o u  v e r y  m u c h  fo r  y o u r  c o n s id e r a t io n .  I lo o k  f o r w a r d  to  y o u r  e a r l ie s t  
fa v o r a b le  r e s p o n s e .

S in c e r e ly  7)
WA%iONAL/BAfaK OF ALASKA



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
(007) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Slop 3101

130 Seward Street, Suite 409 
Juneau. Alaska 99801-2105

M E M O R A N D U M January 20, 1994
SU B JE C T : Sectional Summary of SB 227 (Work Order No. 8-LS1332\A)TO: Senator Jalmar Kerttula Attn: CarolFRO M : Theresa L. Bannister Legislative Counsel
You have requested a sectional summary of the above-described bill.As a preliminary matter, note that a sectional summary of a bill should not b~ considered an authoritative interpretation of the bill and the bill itself is the best statement of its contents.Section 1. Prevents certain motor vehicle and trailer transactions from being considered sales or security interests just because they provide that the rental price is permitted or required to be adjusted by reference to the amount realized from the sale or other disposition of the motor vehicle or trailer.Section 2. States that sec. 1 doesn’t apply to transactions that are entered into before the effective date of the Act.

TLB:gc94-043.glc



SPONSOR STATEMENT S.B. 227

TERMINAL RENTAL ADJUSTMENT CLAUSES 

FOR MOTOR VEHICLES AND TRAILERS

SENATOR JAY KERTTULA

S. B. 227 would clarify in law the status of leases when they 
include a terminal rental adjustment clause. A terminal rental 
adjustment clause (TRAC) is frequently included in commercial 
leases of a fleet of cars. It provides for an increase or decrease in 
the cost of the lease depending on the value of the vehicles at the 
end of the lease. If the vehicle has been well maintained then the 
cost to the lessee will be less. If the vehicle has had more than 
reasonable wear and tear, the lessee will pay more. The TRAC is in 
the lease not only to protect the value of the assets but to reduce 
the cost to the lessee based on the condition of the vehicle.

This new section in the motor vehicle laws would make 
explicit that a TRAC does not in and of itself affect the nature of a 
lease. The leases can still' be true leases.

This is important especially in bankruptcy cases where the 
lessor of a true lease is able to recover the vehicles or payment 
from the lessee without fear of the court tying-up the assets.

If there was a question as to whether the lessee had a 
proprietary interest in the asset, then the court could prevent the 
lessor from recovering the vehicles immediately or could sell the 
vehicles to pay other debts.

Consequently, inclusion in law of this section would make 
clear the impact of a TRAC on a lease and simplify proceedings as to 
TRACs in bankruptcy court.
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DATE TURNED INTO OFFICE:.

Transportation Committee considered SENATE BILL NO. 227

"An Act relating to tcm inal rental adjustment clauses for motor vehicles and trailers."

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

CS
CS

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

[ ] adopts___________
[ ] further referral to the
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[ ] do pass 
[ ] do not pass 
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S T A T E  O F A L A S K A  1994 L E G IS L A T IV E  S E SS IO N
FISCAL NOTE

B I L L
FEB 2 7 7994

N o . : S B  2 2 7

R ev is ion  Date : 
T id e :

S p o n s o r
R equesto r

V eh ic le  Lease Term ina l Ren ta l Adjustm ent
Department A ffected: 

B R U :

Kerttu la Com ponent: 
C o m p o n e n t  S e r i a l  N u m b e r :

D O T & P F
S T W  Adm in istra tive Services

State Equ ipm ent F le e t 
ft 5 3 9

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 IN G F Y 9 5 F Y 9 6 F Y 9 7 F Y 9 8 F Y 9 9 F Y 0 0
PERSONAL SERV ICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EOUIPMENT 0 0 0 0 0 0
l a n d  &  s t r u c t u r e s 0 0 0 0 0 0
GRANTS. CLA IM S 0 0 0 0 0 0
M ISCELLANEOUS 0 0 0 0 0 0
T O T A L  O P E R A T IN G : 0 0 0 0 0 0

CAPITAL 1 0 0 0 0 0 0

REVENUE FUND  SOURCE 0 0 0 0 0 0

F U N D IN G :  (Thousands o f  D o lla rs )
1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 G F  M ATCH 0 0 0 0 0 0
1004 G F 0 0 0 0 0 0
1005 G F /PRO G RAM  RECE IPTS 0 0 0 0 0 0
1006 G F /M H T IA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
T O T A L  F U N D IN G : 0 0 0 0 0 0

P O S I T IO N S
FULL-T IM E 0 0 0 0 0 0
PART-T IM E 0 0 0 0 0 0
TEM PORARY 0 0 0 0 0 0

Estim ate o f  curren t yea r (F Y S 4 ) impact: £_

A N A L Y S IS :  (A t t a c h  a s e p a ra te  p age  i f  n e c e s s a ry )

N o  financ ia l :mpact to  the state's equipment flee t is ancticipatcd as a  re su lt o f  this leg is la tion .

Prepared by: K en  L a n p c l. M anager 

D iv is io n : S ta te  E qu ipm en t F le e t

A pp roved  by C om m is s io n e r , . . .  . ,_______ , .liA . Campbell ^  /
Agency: D epartm en t o f  T ransportation and Pub lic  Fac ilities

Phone : 2 6 6 -2 4 6 1

Date: Feb rua ry  1 6 ,1 9 9 3

Phone : 4 6 5 -3 9 0 1

Date: Feb rua ry  17 , 19 94

P R E P A R E R  TO  PR O V ID E  A LL  D IST R IB U TIO N  C O PIE S  T O  G O V E R N O R ’S L E G IS L A T IV E  O FFIC E  
For fu rther d istribution In fo rm a tio n call the G o vern or 's  Legislative Office

Page 1 o f I



STATE OF ALASKA 
1994 LEGISLATIVE SESSION
R ev is ion  D a te : __________

FISCAL NOTE
BILL NO: S3 227

T itle : An A c t re la tin o  to  te rm in a l ren ta l__________
ad ju s tm en t c la u se s  fo r  m o to r  v e h ic le s  and  t ra ile rs .
S p o n so r : S e n a to r K e rttu la ________________________
R eq u e s to r : S en . L & C ____________________

Dept. A ffe c te d : 
BRU :
C om pon en t:

Pub lic  S a fe ty
M o to r V eh ic le s
A dm in is tra tion

COM PONENT SERIAL N O . 501
OPERATING FY 95 FY 96 FY 97 FY 99 FY 99 FY 00PERSONAL SERVICESTRAVELC O N T R A CT U A LSUPPLIESEQUIPMENTLAND & ST R U CTU R ESG R A N T S. CLAIM SM ISCELLANEOUST O T A L OPERATING 0 0 0 0 0 0CAPITAL EXPENDITURES 0 0 0 0 0 0

CHANGE IN REVENUES ( I 
Rtvtxuf Coot

B IN D IN G : iTHOUSANns O F  D o n  a r s )1002 F e d e ra l R ece ip ts1003 G F M a tc h1004 G F1005 G F /P ro g ram . Rece ip ts1006 GF/MHTIA
O th erTO T A L 0 0 0 0 0 0

POSITION S:FULL-TIMEPART-TIMETEM PORARYA N A L Y SIS : ( A T T A C H  A  S E P A R A T E  P A G E  IF NECESSARY.) 
F is c a l im pact is n o t  a n t ic ip a te d  w ith  t h is  b i l l .

P repared  By :
D iv is io n :
A ppr o v e d  by  C o m m is s io n e r : 
A g e n c y :

J u a n it a  M . H en sley 46 5-26502/18/94
D a te : /<?</■

Bu r t o n , D e pt , o f  Publ ic  S a fety

R i v  0 1 / 9 4

PREPARER T O  P R O V ID E  A LL  D IS T R IB U T IO N  COPIES T O  G O V E R N O R 'S  LEG ISLA TIVE  OFFICE  
F o r  f u r t h e r  d is t r ib u t io n  in fo rm a t io n  c a u l th e  G o v e r n o r ' s  L e g is la t iv e  O ff ic e

P age o f





WALTER J. HICKEL, GOVERNOR

DEPARTMENT OF TRANSPORTATION 
AND PUBLIC FACILITIES

OFFICE OP THE COMMISSIONER

3132 CHANNEL DRIVE  
JUNEAU. AK 39801-7893 
PHONE: (907 ) ■165-3900 
FAX: (907 ) 586-3365
TEXT: (907 ) 465-3652

December 13. 1993

Senator Bert M. Sharp
119 N. C ushm an Street, Suite 201
Fairbanks, AK 99701-2879

Representative Richard Foster
P.O. Box 1630
Nome, AK 99762-1630

Dear Senator Sharp and Representative Foster:

Enclosed are three proposed pieces of legislation which I would appreciate 
being introduced through the T ransportation Committees in the next 
session:

This am endm ent sim ply m akes airport property disposal consistent 
w ith highway property disposal. This is a housekeeping m easure 
which should, have been handled when DOT&PF was created — it 
w asn’t.

All property and right-of-ways are handled in one DOT&PF 
this housekeeping m easure m akes the operations consistent.

AS 43.40.010

The increase in aviation fuel tax in the am ount of $.007/gallon is the 
resu lt of the Legislative request to not assess landing fees on rural 
airports.

See the Legislative in ten t language contained in the DOT&PF FY‘94 
nnerating budget.

AS 19.05.040

This m inor addition to the s ta tu te s  allows DOT&PF to enter property 
to determ ine if hazardous substances exist. This change is needed 
because DOT&PF has purchased property for right-of-way purposes 
only to find out th a t it is contam inated and the cost of cleanup 
exceeded the cost of moving the facility to avoid the contam inated 
area had th a t fact been known.

LETTER TO COMMITTEE 

COMMISSIONER BRUCE CAMPBELL
liA-TIU-'



Senator Sharp & Representative Foster Page 2 December 13, 1993
DOT&PF with this change would be able to know, in advance of 
purchase, if property is contam inated.

There are two or three more items th a t are in the mill tha t will be 
transm itted  later.

Please let me know if you have any questions or I can provide more data.

Sincerely.

£5~a.. uampoell 
Com missioner

Enclosures



DIVISION OF LEGAL SERVICES RECEIVED
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
1007) 465-3X67 or 465-2450 
FAX (907) /5-2029
Mail Slop 3101

M  E M O R A N D U M January 26, 1994
SU B JE C T : Draft CSSB  256 ( ) (Work Order No. 8-LS1509\E)TO: Senator Bert Sharp, Chair
FR O M : Jack Chenowed> Legislative Qour

In the enclosed draft committee substitute:Bill section 1, uncodified, sets out a capsule summary of the reason for thisAct; Bill section 2 increases the aviation gasoline tax imposed by A S 43.40.010(a)(1) and (a)(3)--gasoiine sales--by seven-tenths cent per gallon.Bill section 3 reduces that increase to current rates.B'll section 4 increases the aviation gasoline tax imposed by A S  43.40.010(b)(1) and (b)(3)~gasoline eonsumed-by seven-tenths cent per gallon.Bill section 5 reduces that increase to current rates.
m Bill section 6 makes the reductions of the respective tax levies made by bill'N&r sections 3 and 5 effective only if the commissioner of transportation and facilities increases rural airport landing fees over the amount that they were on January 1, 1994. Because I don’t know when that increase may occur-it may not occur until long aJter you and I are gone from the legislative arena--I thought to set a termin ition date on when that contingency could occur, and selected December 31, 1999. If, before the end of 1999, the legislature would want to continue this rate reduction contingency for another period of time, it would have to amend this provision to do so. Otherwise, on or after January 1, 2000, the commissioner will be



Senator Bert Sharp, Chair January 26, 1994 Page 2
free to increase rural airport landing fees and the tax rate would not automatically revert to the lower rate.Without this termination date on the contingency, the possibility of an "automatic" rate reduction would carry on indefinitely. No one here concerned with maintaining the Alaska Statutes thought that was a good idea.Section 7 provides an effective date for secs. 3 and 5 if the condition in sec. 6 occurs. I gave the rate change a 30 day delay so that the commissioner of transportation and public facilities could raise the landing fee rate, tell the commrsioner of revenue, and the commissioner of revenue (who collects the tax) could advise persons liable for payment of the tax of the pending rate reduction and the date of that reduction. Without the delay, purchasers and consumers of aviation gas would pay at the higher rate when they ought to be paying at the reduced rate because the sellers of that gas had not received notification of the rate reduction.
JBC:pi:gc94-074.plmEnclosure
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TRANSPORTATION Committee considered SB 256

"An Act increasing the tax on transfers and consumption of aviation fuel."

and recommends:
M  replace with [ ] same title 

J  M  new title 
(  j technical

( j attaches amendment(s)

[ ] adopts_________________
[ ] further referral to the

title change 
(HB only)

Letter of Intent
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CS FOR SENATE B ILL NO. 256( J  IN THE LEGISLATURE OF THE STATE OF A LASK AEIGHTEENTH LEGISLATURE - SECOND SESSION
B Y

O ffe re d :
R e fe rre d :

S p on so r(s ): S E N A T E  T R A N S P O R T A T IO N  C O M M IT T E E

A B ILLFO R  /UN ACT ENTITLED
"An Act relating to the tax on transfers and consumption of aviation fuel; and 

providing for an effective date."

BE IT E N A C T ED  BY THE L E G ISLA T U R E  O F TH E STA TE O F A L A SK A :* Section 1. PURPOSE. The purpose of this Act is to increase the tax on aviation gasoline in an amount substantially comparable to the amount that would be derived from the Department of Transportation and Public Facilities’ reimposition of landing fees at rural state- operated airports, and to leave this increased tax in place only so long as the commissioner of transportation and public facilities does not, before January 1, 2000, impose landing fees at those airports at a higher rate than was in effect on January 1, 1994.
* Sec. 2. AS 43.40.010(a) is amended to read:(a) There is levied a tax of eight cents a gallon on all motor fuel sold or otherwise transferred within the state, except that(1) the tax on aviation gasoline is four and seven-tenths [FOUR1 centsa gallon! [,]

- 1-Tnx r 'Ind or! ln * d  (DELETED TEXT BRACKETED I CSSB 256( )
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WORK D R A F T W ORK D R A F T(2) the tax on motor fuel used in and on watercraft of all descriptions is five cents a gallon^ [,] and(3) the tax on all aviation fuel other than gasoline is three and two- tenths [TWO AND ONE-HALF] cents a gallon.* Sec. 3. AS 43.40.010(.) is repealed and reenacted to read:(a) There is levied a tax of eight cents a gallon on all motor fuel sold or otherwise transferred within the state, . xcept that(1) the tax on aviation gasoline is four cents a gallon;(2) the tax on motor fuel used in and on watercraft of all descriptions is five cents a gallon; and(3) the tax on ail aviation fuel other than gasoline is two and one-halfcents a gallon.* Sec. 4. AS 43.40.010(b) is amended to read:(b) There is levied a tax of eight cents a gallon on all motor fuel consumed by a user, except that(1) the tax on aviation gasoline consumed is four and seven-tenths [FOUR] cents a gallon^ [,](2) the tax on motor fuel used in and on watercraft of all descriptions is five cents a gallon: [,] and(3) the tax on all aviation fuel other than gasoline is three and two- tenths [TWO AND ONE-HALF] cents a gallon.* Sec. 5. AS 43.40.010(b) is repealed and reenacted to read:(b) There is levied a tax of eight cents a gallon on all motor fuel consumedby a user, except that(1) the tax on aviation gasoline consumed is four cents a gallon;(2) the tax on motor fuel used in and on watercraft of all descriptions is five cents a gallon; and(3) die tax on all aviation fuel other than gasoline is two and one-halfcents a gallon.* Sec. 6. Sections 3 and 5 of this Act take effect only if die Department of Transportationand Public Facilities, before January 1, 2000, increases the fee it charges under

W ORK D R A F T

CSSB 256( ) ■2*How 7f>xr nnrin'l inert (DELETED TEXT BRACKETED 1



AS 02.15.090(a) tor the privilege of landing aircraft at rural airports, as that term is defined in 17 A A C  40.795(2), above the amount of the fee in effect on January 1, 1994.* Sec. 7. If secs. 3 and 5 of this Act take effect under sec. 6 of this Act, they take effect 30 days after the effective date of the landing fee increase described in sec. 6 of this Act. The commissioner of transportation and public facilities shall promptly notify the commissioner of revenue, the lieutenant governor, and the revisor of statutes of a landing fee increase described in sec. 6 of this Act.
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FISCAL NOTEST A T E  OF .A LA SK A1994 L E G IS L A T IV E  SE SS IO NRevision Date:TiUe: Increase aviation fuel tax
Sponsor:Requestor Senato TransportationSenate TransportationExoenditures/Revenues:

B IL L  N O . S3 2ss
Dept. Affected: Revenue'3RU:Component: Revenue Cperanons/Shared Taxes Income and Excise Audit/AviaDon Fuel
COMPONENT SERIAL NO.(Thousands of Oollars) 110/104

OPERATING FY95 FY96 FY97 FY98 FY99 FYOOPERSONAL SERVICES ITRAVEL rCONTRACTUAL iSUPPLIES iEQUIPMENT iLAND £ STRUCTURESGRANTS. CLAIMS 20.4 20.4 20.4 20.4 20.4 20.4MISCELLANEOUSTOTAL OPERATING 20.4 20.4 20.4 20.4 20.4 20.4
CAPITALREVENUE FUND SOURCE: General 1.725.7 I 1.725.7 1.725.7 1.725.7 I 1.725.7 | 1.725.7FUNDING: * (Thousands of Dollars)1002 Federal Receipts1003 GF Match1004 GF 20.4 20.4 20.4 20.4 20.4 20.41005 GF/Proqram Receipts10C6 GF/MHTIAOtherTOTAL 20.4 20.4 20.4 20.4 20.4 20.4POSITIONS:FULL-TIMEPART-TIMETEMPORARYEstimate of current year (FY94) impact: S 0
ANALYSIS: (Attach a separate page if necessary.)

(See Attached)

Prepared by: Division: Larry E. MeyersIncome and Excise 
7Approved by Commissioner: Darrel J .  Rexwinkel ^

Phone: 465-2320 Date: January 20. 1994i* /Date: January 28? 1994Agency: Department of RevenuePREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE For further distribution information call the Governor's Legislative Office
(Rov 11/93) 9*lucat.ni«rl«l Page 1 of 2
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SB 256
Increase aviation fuel tax 
Page 2 of 2

This bill increases motor fuel tax rates on aviation fuel by .7c per gallon as follows.

Current 
Tax Rate

Draft Bill 
Tax Rate

<?//O
Increase

Aviation Gasoline 4c per gallon 4.7c per gallon 17.5%
Aviation (Jet) Fuel 

------------------------ -------------------------- 2.5c per gallon 3.2c per gallon 28.0%

In determining the amount of additional revenues generated from this bill, the Department of 
Revenue used aviation fuel consumption data available from FY 93. The amounts below do 
not reflect impacts on consumption, if any, due to increased tax rates and other factors.

Under AS 43.40.010(e), 60% of aviation gasoline tax revenues derived from fuel sales at 
municipally owned airports are shared with those municipalities. The Department shared 
$116,800 of aviation gasoline tax revenues to municipalities in FY 93. Under this bill, that 
amount will increase by 17.5% (% increase identified above) or $20,400.

The additional revenue generated from this bill is estimated to be $1,705,300 calculated as 
follows.

■’1 0  . • FY93 
Consumption

FY 93 
Revenue

Draft Bill 
Revenue

Additional
Revenue

Aviation Gasoline 18,076,200 gallons $ 723,000 $ 849,600 $ 126,600
Aviation (Jet) Fuel 228,436,300 gallons 5,710,900 7,310,000 1,599,100
Total 246,512,500 gallons 6,433,900 8,159,600 1,725,700
Amount Shared

• i '  '
(116,800) (137,200) (20,400)

Tota l • . $6,317,100 58,022,400 S1,705,300

lpb:SB2S6fia.att





S T A T E  O F  A L A S K A  1994 L E G IS L A T IV E  S E S S IO N n i L L  N o .: S B  260
FISCAL NOTE

R ev is ion  D ate : 
T it le :

Sponso r:
Requestor:

N am ing  Petersburg A irpo rt
Department A ffected : 

B R U :

C om ponen t: 
C o m p o n e n t  S e r i a l  N u m b e r :

D O T & P F
None

E X P E N D IT U R E S / R E  V E N U CS: (Thousands o f  D o lla rs )
O P E R A T IN G F Y 9 5 F Y 9 6 F Y 9 7 F Y 9 8 F Y 9 9 F Y 0 0
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
l a n d  &  s t r u c t u r e s 0 0 0 0 0 0
GRANTS, CLA IM S 0 0 0 0 0 0
M ISCELLANEOUS 0 0 0 0 0 0
T O T A L  O P E R A T IN G : 0 0 0 0 0 0

CAPITAL 0 0 0 0 0

I REVENUE FUN D  SOURCE 0 1 0 0 0  1

F U N D IN G :  (Thousands o f  D o lla rs )
1002 FEDERA L RECEIPTS 0 0 0 0 0 0
1003 G F  M ATCH 0 0 0 0 0 0
1004 G F 0 0 0 0 0 0
1005 G F /PRO G RAM  RECEIPTS 0 0 0 0 0 0
1 0 0 6 G F /M H T IA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
T O T A L  F U N D IN G : 0 0 0 0 0 0

P O S I T IO N S
FULL-T IM E 0 0 0 0 0 0
PART-T IM E 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estim ate o f  curren t yea r (F Y 9 4 )  impact: SO

Prepared by : A ndy  H ughes. T ran sp o rta tion  P lanne r j  

D iv is io n : Sou th east R ep io n  P lann ing

A pproved by C om m iss io n e r Gfompfair
Agency: Departm ent o f  T ransportation and P u b l: F acilities

Phone : 4 6 5 -1 7 7 6

Date: January 2 6 ,1 9 9 4

Phone : 4 6 5 -3 9 0 1

Date: January  2 6 , 1994

PR EPAR ER  TO PROVIDE ALL DISTRIBUTION C O P IE S TO G O V ER N O R ’S LEGISLATIVE OFFICE For further distribution Information call the Governor's Legislative OfficePage 1 o f 1



Alaska State Legislature
Senate Maiontv Leader

Judiciary Committee 
Wee O .W , Community &
Regional Affairs

Member. State Ailatrs Committee 
Committee on Committees 
Western States Legislative Forestry Task Force 
Legislative Council

SPONSOR STATEMENT

SPONSOR SUBSTITUTE FOR SENATE BILL 260

This legislation would name in statute the state airport at Petersburg the 
“Petersburg James A. Johnson Airport.” jim  has been Alaska’s ambassador 
at Alaska Airlines since assuming his Seattle position.

Jim went to work for Alaska Coastal Airlines in Petersburg during his high 
school years. Jim rose through the ranks when Coastal combined with Ellis 
Airlines to become the general sales manager in Juneau in 1962. When 
Coastal Ellis merged with Alaska Airlines in 1968 he was promoted to the 
position of vice-president of sales and general sales manager and moved to 
the company’s headquarters in Seattle.

Except for the firs t year of his life, Jim spent his formative years in 
Alaska. Growing up in Petersburg gave him the perspective of rural Alaskan 
life and it was this immersion that gave Jim the Alaskan mind set that 
never left him. He was raised in a community with a strong work ethic.

It was this upbringing that allowed Jim to continue to identify with 
Alaskans and the ir sometimes unique problems while working in Seattle. 
This experience was a benefit to Alaskans and Alaska Airlines -  having 
someone knowledgeable of Alaska and who cared about Alaska was a win- 
win benefit to all who traveled by air .

Jim was selected as Alaskan of the year in 1992 by the state Chamber of 
Commerce. He has been honored by the Petersburg and Sitka Chambers. 
Juneau has honored Jim by declaring June 3 to be “Jim Johnson Day.”

A fitting tribute to Jim and to the town that shaped him would be to honor 
both by naming the state airport at Petersburg the “Petersburg James A. 
Johnson Airport.” The City Council of Petersburg has passed a unanimous 
resolution in favor of naming the airport in Jim’s honor.

I urge you to look favorably upon this legislation -- so that we can honor 
the Alaskan who spent so many years promoting and benefiting Alaska 
because of his work at Alaska Airlines.

District A;
Hvder • Ketchikan • Kuprcartol « Mevera Chuck • Petersburg • Saxrnan • Sitka • ’ Vr.tngcll

Senator Robin L. Taylor

State Capitol 
Itmcau. Alaska '«S0I-II82

Oil71 tf ii i .H 'j  
fuv on7’ -ito .V);:

352 Front Street 
Ketchikan. Alaska 99901 

9071 225-8088 
Fox: *7071 225-0713



JAM-26-94 WED 8:42 DOTPF COMMISSIONER FAX NO. 9075868365

CITY O F PETERSBURG
P .O . BO X  329 • PETERSBU RG , A LA SK A  99833 

TE LEPH O N E  (9 0 7 ) 772 -4511 
T ELECO P IER  (9 0 7 ) 772 -3759

Resolution No. 1342-R

A RESOLUTION HONORING JIM JOHNSON AND REQUESTING THE STATE OF 
ALASKA RENAME THE PETERSBURG STATE AIRPORT THE JAMES A. JOHNSON 
AIRPORT.

Whereas, Jim Johnson spent his formative years in 
Petersburg, Alaskaj and

Whereas, Jim Johnson's first job in the airline industry for 
Alaska Coastal Airlines was in Petersburg, Alaskaj and

Whereas, that job led to a long and distinguished career 
with Alaska Airlines; and

Whereas, Jim Johnson used his position at Alaska Airlines to 
promote not only the growth and strengthening of Alaska Airlines, 
but the State of Alaska and its' citizens; and

Whereas, his tireless efforts on hehalf of the State of 
Alaska have enriched the people of the State and they have 
acknowledged that by honoring him as Alaskan of the Year in 1992.

Now Therefore Be It Resolved by the City Council of the City 
of Petersburg, Alaska to request the State of Alaska to further 
honor Jim Johnson by naming the Petersburg airport the James A. 
Johnson airport.

Passed and Approved by the City Council of the City of 
Petersburg, Alaska this day of 1993.

%■ 4 5 L w / L d .
Mayor

A1TE?T:

C I T Y  O F  P E TE R S B U R G



■ ■ ; f  ■. * \  ,v  '■ 3 ■ : ■■ ' \  v ■; •' 'Johnson retires from Alaska Airlines after 42 years service
A fo rm e r Petersbu rg ian  who 

pu lled  h im s e lf up by h is own 
b o o ts trap s  is  re t i r in g  from  
A laska A ir lin e s  on June 30 .

T h e  c om p an y  is h eap ing  
p ra ise upon  Jam es A . “ J im " 
Johnson , now  o f  Seattle , a 4 2 -  
yca r veteran w ith the line .

He rose from  a temporary and 
p a rt- t im e  s u m m e r lu g g ag e - 
io ad e r on  f lo a t  p lanes in the 
Petersburg B o a t H a rbo r, to the 
position o f  sen io r vice president 
o f  pub lic  a f fa i r s  fo r  A la sk a ’ s 
largest com m erc ia l a ir carrier.

Johnson has long  been ca lled  
“ M r. A la ska " b y  a ir lin e  o ffic ia ls  
fo r  his e ffo r t s  to  h e lp  peop le  
beyond the c a ll o f  n o rm a l duty, 
p a rticu la r ly  as lia ison  between 
the lin e  and the A la sk a  state
government.

In  1 9 9 2  he  w as nam ed 
"A la skan  o f  the Y e a r "  by the 
state C h am b e r o f  C om m e rce  
because o f  the he lp  he has given 
to A laska  businessm en seeking 
to do business outside the state.

He has a lso  been honored by 
th e  lo c a l  C h a m b e r s  o f  
C o m m e rc e  in  S i t k a  and  
P e te rsbu rg , w ho  extended  to 
h im  h o n o r a r y  l i f e t im e  
memberships last year.

A nd the m a y o r  o f  Juneau 
recen tly  dec la red  June 3 to be 
“ J im  J o h n s o n  D a y . "  T h e  
Fa irbanks m ay o r a lso  named a 
Jay a fte r him  last year:

A lthough  it has o fte n  been 
rum ored that Johnson  was bom  
in Pe tersbu rg , he said that isn ’ t 
true.

He was b o rn  in C heyenne , 
W yo ., and m oved  here with his 
patents when he was one.

He was s t ill in sch oo l when 
he went to w o rk  pa rt-tim e fo r  
E ld o r L ee , s ta tion  m anager o f  
A la sk a  C o a s ta l A ir lin e s , in 
1949.

A f t e r  g ra d u a t in g  fro m  
Pe te rsbu rg  H ig h  S c h o o l in- 
1951, he went to w ork fu ll-tim e  
fo r  C o a s ta l as an " a g e n t ,"  
se lling  tickets , lo ad ing  p lanes, 
and doing an assortment o f  other 
tasks.

T he re  was no  a irp o rt here 
then, and floa t planes landed and
loot- off in iho tw il ti-»rl>or

s t i l l  liv e s  here. S o  d o e s  h is 
b ro th er, John Johnson , head o f  
the Petersburg Job Se rv ice .

H is sister, Lo is R hodes , is a 
sch oo l teacher in Sitka .

John son  said he p la n s  to 
com e here this sum mer to  v is it 
his fam ily .

an d  c o m m i t t e e s ,  f r o m  
com m un ity  c o lle g e s  to Ju n io r 
Achievement.

“ H is  p e o p le  s k i l l s  a rc  
illu s tra ted  by  the m illio n s  o f  
d o lla rs  he ra ised  fo r  S e a tt le ’ .. 
W o o d la n d  P a rk  Z o o , "  sa id  
R aym ond V ccc i, cha irm an  and 
ch ie f execu tive o ff ic e r  o f  A laska 
A irlines.

H is m othe r, C o ra  Johnson ,

As fo r  retircmcnt--hc p lans to 
put his new boat to use w ith 
som e  spo rt fish ing  in Pug e t 
S o u n d , a ls o  s ta r t in g  th is  
sum mer.

He said he plans to con tinue  
m aintain ing his home in S ea tt le  
du ring  the summers, and spend 
w inters in Mesa, A riz .

John Johnson com pa red  J im  
w ith  a H o ra tio  A lg c r - ly p e  o f  
h e ro -h a rd -w o rk in g , in te llig en t, 
and making it on his ow n .

A lge r, an Am erican n o ve lis t , 
w ro te  m a in ly  abou t such s e l f -  
made men.

M arg ie  Johnson , a C o rd o v a  
innkeeper and im m ed ia te  past 
p res iden t o f  the A la sk a  S la te  
C h am b e r o f  C om m e rce , sa id  
J im  Johnson "is the ep itom e  o f  
a sm a il-tow n  boy  w ho m ade  
good . And he never fo rg o t  h is 
roo 's . He exem p lifies the caring  
sp irit o f  rura l A laska , w here y ou  
can depend on peop le."

( J )  In  1 956 , he m arried  D o r is  
H o lling sw orth , and they m oved 
to  Juneau to continue his w o rk  
w ith Coastal. He and D o ris  have 
tw o children.

In  1959 he was on Annette 
Is land , and in 1960 to 1962 in 
S itk a .

H e returned to  J u r  nu in 
19 62  when Coastal merged with 
E lli s  A ir lin e s , and he became 
general sales manager.

W h en  the m e rg e r  w ith  
A la sk a  A ir lin e s  o ccu rred  in 
1 968 , he was prom oted to v ice 
president o f  sales and genera l 
sales manager, and moved to the 
com pany ’ s main headquarters in 
Seattle .

He has remained there fo r  the 
past 25  years, and com pleted his 
4 2 n d  yea r o f  total serv ice  w ith 
the line on M ay 15.

He lias served on 21 boards

f c . i t  P i l o tJ u

J
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Jim Johnson: “Mr. Alaska”
ini J< Jinson is an American original. Story­
teller. Philanthropist. Tireless worker. 
Suprem e optimist. I In's one o f  an increas­
ingly rare breed w h o  has thrived and risen 
to the top in his field by doing the work 

and learning as lie progressed. 11 tough Jim  never 
earned a college degree, I lis cftt >ns and expertise 
have earned him the respect o f  his peers 
throughout the airline industry. I lis brother likens 
him to f loratio Alger, a hard-working, intelligent 
guy w h o  m ade it on his own.

Fo r -i2 years. Jim  has helped define Alaska 
Airlines. lie  retires next m onth as senior vice  
presi- lent—a long w ay from his first job loading 
bags on  floatplanes in his Southeast Alaska hom e 
of Petersburg, a com m unity  close to his heatt.

“He's the epitom e o f  a small-town boy w h o  
m ade good," says longtim e friend Margie 
Jo h nso n  o f  Cordova, Alaska. “And he never for­
got his roots. I le exem plifies the caring spirit o f  
rural Alaska, where you can depend on people."

She  knows. W hen she broke her back in a car 
a ccident in California, the first phone call she 
rece ived  at the hospital was not from a family 
m em ber, but Jim Johnson.

H e  has headed u p  our pub lic affairs efforts 
for the last 19 years, helping shape airline and 
business-related pub lic po licy  and providing a 
link betw een the com pany and the com m unities 
w e serve. But his a ccom plishm ents go  beyond 
his formal corporate position. Jim's know ledge 
o f the airline industry, along with his big heart, 
qu ick  smile, willingness to listen, timely hum or 
and strong sense o f  business responsibility have 
tou ch ed  thousands over tl te years.

N icholas Nathan, a toddler from  Boise, is a 
good  example. W hen weather precluded a n on ­
profit group's plane from Hying him to San 
Francisco  for treatment related to his battle with 
eye  cancer. Jim  m ade sure Nicholas and his 
m other got a round-trip ride on  Alaska Airlines. 
Similar stories abound and have eat tied Jim  the 
title, “Mr. Alaska."

Jim ’s use o f  com pany resources to help people 
only tells part o f  the story. I le generously gives 
his o w n  time and energy to worthwhile causes. 
He's served  on  21 boards o r  com m ittees, from  
com m unity  colleges to Junior Achievem ent. 1 (is 
peop le skills are illustrated by the millions o f dol­
lars he  raised f or Seattle's W oodland Park Zoo,

In addition, lie's been an unofficial ambas­
sador for the state o f  Alaska, tirelessly promoting

it as a tourist destination and 
serving as an insightful, pas­
sionate advocate o f the state's 
needs and desires in the c o r ­
porate arena. For years,
Alaskans looking to do  busi­
ness outside tl testate enlisted 
his gu idance and in troduc­
tions. Thai's one  reason w h y  
Jim  was named "Alaskan o f 
the Tear" for 1992. an hont >r 
that's particular!) notable 
because he hasn't lived in the 
state for 25 years.

“H e really should have 
been a politician. No o n e  
w ins friends and influences 
peop le  like Jim," says Ralph Munro, Washing­
ton ’s Secretary o f  State. From  powerful lawmak­
ers to oil field workers, relating to people o f ail 
walks is ( m e iif lint's enduring qualities. I le pos­
sesses:! remai kahle ability to make each person 
he deals with feel special, because Jim  is so gen­
uine in Ills interest andta tncern,

Jim  was sales manager Id ' a i '  H illis 
Airlines w hen that Southe: ,er was
m erged with Alaska Airlim i. Charlie 
Willis, then president o f  Al.'skn Airlines. quip|x:d 
that the price o f the acquisition was worth every 
jtenny justtogotjim .

I le was right. Jim  has pl;H ed a part in many < >f 
o u r greatest achievements: charter service to the 
Soviet Union at the height o f the Co ld  War. 
expansion southward with the daw n o f airline 
industry deregulation, and the launch o f sched­
uled service toil ie Russian Far F. tsi.

Jim  played a key role in transitioning the airline 
from o n e  management team to another in 1972. 
T w o  form er chairm en of'Alaska Airlines. Bruce 
K ennedy  and Ron ( osgrave. credit Jim  with giv­
ing credibility to the tic ,v regime at a time when 
creditors and customers w ere ready to give lip.

With his genuine concern  lbr|x’i iple.Jimisthe 
personification o f what makes ,'laska Airlines 
s|x*cial. W hile his counsel will be just a phone call 
away, his day-to-day contributions will be 
missed immensely. W e express < >ur gratitude t< > 
Jim  for bis dedication and serv ice over i2 years, 
and u  isl i him and his v\ ile. Hi >rR the I lest as they 
begin a new  chapter in their lives

—Rav.m( ino |. V i i i i 
<J u w v u n U ^ v s i't fruM iih J in ' l' lix v ijtm  v  < >/Jhvr

James A. Johnson , 
sen io r  Vice 

President , A lo sko  
Ai.-lincs & A la ska  

Air G roup

P U B L IS H E D  A R T I C L E S  F E A T U R IN G  
H R . JA M ES  A . JOHNSON
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m u Vi Oik u a MMIwJim  Jo h n so n  o f A laska Alrilnam: 'I toodod the airplane;. i was the janitor. You name it. I did a tittles bit of everything.'

Is

He’s conning in for a
By JAMES MocPHERSON

w
JUNEAU COLOR

SJfai«r̂ —Atte p-4-2-yesrs with Alaskayou'll*ee that heknow* oc AjflineS, s e n lo r  V p  Jtmstrangers.“ Hey, Jim ," shouts a baggage handier over the whine of a )et engine. Johnson ac­knowledges with • warn smile and asks nov the .nan and his family are doing -  and 11 the ft: a are biting,' Others, from ticket acenu to pilots receive . the same smile and small talk.. After 42 years with Alaska Airlines, John »co ha* made countless friends, many or ' Whom refer to him »  "Mr. Alaska. "H e is rv- ; tiring Wednesday u  the airline's senior v i c e  Vpresident -  afar cry from Petersburg, where .. be began.his career os a baggage handler. '-rvvRetlranan ceremonies honoring Johnson ; hiini already been held In Sitka. Petersburg s jn d  Juneau, tio&mraKlet where be worked ■With the alrllne oyer ihe yean. Other retire- ' fizhdlooa'are planned non .week in 8e»t- is horndfcrlhe past 2S yean 
' tM  hard to get Johnson UWng about

Johnson is stepping down. 
But don’t call It retirement.the airline or Its employees, both of which he tc very proud. He has seen the airline go from seaplanes to Jets, and grow from 300 employ­ee* to 6.0&,Johnson Is also proud of Alaska, the stats. Even though he hasn't lived here since 1365, be has actively promoted the state as a touri.v. destination and a place to do busty-ess. For tnoae efforts, Jolmson was MUTku the “Alas­kan of the Year" last year by the state roam- ber of commerce.James Artlnir Johnson was born 60 yoan ago In Cheyenne, Wyo. When he was I year old. hi* parents moved to Southeast A lam , where the family ran a fox farm halfway be-.

tween PetersDurg and Wrangell. At 6 yean old, his parents moved to Petersburg and ec Unued with the fur farming business.While still attending classes at Petmbur High School, Johnson wok • Job with Alasfct Coastal Alrilnw of Juneau, which later . merged with Ketchikan-based Ellis Air Lbx and, in 1968, was purchased by Alaska Air­lines.Some believe the price Alaska paid for.E Its and Alaska Coastal was worth it Just tog Johnson. ■"1 was Jeck-of-aH-tradtJ, very similar to whit these air taxi operators ore doing tor-: day."  Johnson said of his begbxQlng* With.1t airline. "I <fid everything: I ticketed the pes sengers. 1 loaded the alrpUme*.T helped cut with the limousines taking passenger* bock, • and forth from the airport. I was tie j aAItor', You name It, 1 did a Uule bit of e f« 7lf ‘ Jtairati resident Shell Stm m c«v*f Alaska Coastal pUul and la ta  j alriinc, hired JohnaocC-*<;.7; i ' '“ H eauutdoatyB TbtiaU .,^ ,. • liandler. He was a good wcrtetwd i »t<4^]worklng:jb»airllT>e>*loedl
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{ \ f \ e r sit will be as much as year -  will be split be- uate and the coastal re trawlers transfer

>.0.000 will go (o Alaska kcling Institute for do keting of surimi and sh products.o signed;‘■ill 126, which changes mverning prevailing iblie construction pro; tge set when the bid is ill remain In effect for years of the contract, ot the prevailing wage ti changes during thattill 211. which allows •s lo exempt from Id- - taxes those goods be- shipment out of slate, ned at helping Alaska • c international distil- s.
m abysx, he said, actually “ only a nap.:cr tin old cedar tree, ■cp. He rolled his eyes u*rl to dream just like
ugust recess.•lion hews closely to recovery recipe Clin* i (luring last year‘s mipalgn.t billion in lax in- ho next five years. 78 Ih> borne by people than $200,000 a year, isan Congressional 
said.e class would be •y a 4.3-cent-per-gal- Kasoline lux - cost-rogc $40,00b-a-yuiir tira annually. Some Social Security re- alto pay higher lev-rc omitted one key non hod long since < cuts for the middle the president ad- •iflcit-ladcn govern- not nfTord, Thai Itepublican after an- ngly wave copies ol npalgn manifesto, e First." at thetele- » covering the de-ite Clinton had run me plan, he would lent Clinton," said es. R-Okla.

^  lyVv. Zro*Vyi/x>oYi

Color.,!*■Continued fyum Pag* 1cordtngly and he made It to the top of the heap," Simmons said.Johnson was a ticket agent, sta­tion manager and sales manager In Sitka. Ketchikan, Petersburg and Juneau before moving to Seat­tle in 1968 to take over public af­fairs for the airline as a lialaon be­tween Alaska Airlines and its em­ployees, the public and govern­ment and business leaders.It proved to be a perfect posi­tion for the airline and Johnson."He'dld everything right," Sim­mons said. “ He had personality, the'most outstanding In the world He hod the will and ability to make friends and always wanted to help people. He was an Ideal person for the airline."You can’t say too much about him, it's all pretty much been said. He's as close to perfect as you can get."Simmons had even more pral9c. "When we had a trouble apot, w«fd shove him in there to calm down and smooth out the situation. If they were grumpy, they t«ft laugh­ing, happy and satisfied. And they were happy with the airline,"Ask anyone who worked with him, and they'll give you a story about him."Jacquic Witherrito. a customer service agent in Seattle, ha* one of those stories published in Alaskaline. the airline's in-house newsletter.•‘When I first began working In reservations in the summer uf 1972, I received scores of calls from people claiming to be Jim's best friend." Witherrlte wrote. "1 became convinced thcl Petersburg had to have a population of at least several hundred thousand and that

ovory on* of them was imimaUIy acquainted with this man. Jim , it seemed, really got around."From a bead of state to a new hire on the romp, Jim  treats each person with genuine interest, dig­nity and respect. He does it so well, so consistently, and has done it fur so long that we are convinced It can’t be an act."With no formal education be­yond high school, Johnson learned by doing.” 1 didn't have a college educ­tion but I learned from the bottom up, which is Just impossible to rep­licate jn today's environment, ."Alaska Airlines was a great opportunity, Having worked from the ground floor up really gave me n good understanding of how the alrllhc upcrales.”Though Johnson's retirement is lust a few days away, he careful about mentioning the word "retire­ment" around nim."You don’t understand. I'm not retiring. There are lots or things to be done on the bouse, and there's travel and xportflshing. Maybe golf."Johnson saya he and his wife, Doris, who was born and raised in Petersburg, plan to spend winters in their now home In Arizona and summers at their home in Seattle. They plan on traveling hy auto­mobile around the county, "un­til we feel like we've seen It," Johnson said.Johnson still considers himself an Alaskan, even though he hasn't lived hero for 28 years. Or mtrre specifically, a Southeastern Alas­kan."There’s a big purt or my life here in Southeast. We spent 3S years in Alaska before moving to Seattle."Of course. I have family in

Alaska: my mother lives In Pe­tersburg and my hrother is also there and my sister Is In Sitka, so I Intend to spend a fair amount of time up here in the summer months fishing and visiting.”Although an avid Alaska angler. Johnson wants to try some bass fishing down south. He also wants to ride on a Mississippi stem- Vf 1] trv lerJohnson said his wife has some mixed emotions on his retirement. "She's not ready for a full-time husband and a part-time salary. It’s going to lake an adjustment."•Johnson said his civic involve­ment over the years has been the most rewarding port of his career. He has served on chambers of commerce in Alaska and Washing­ton as well as boards and commit­tees form everything from, the American Cancer Society to Seat­tle's Woodland Park Zoo. whlcn he had helped raise millions of drears for ovor the years,Johnson said he wants to take a breuk from membership drives and fund-raising for a while anu concentrate on relaxing. But it won't be easy."No matter how much you try to cut the curd, when you have «z years of frlandship and contacts you just don't shut that ofT over­night and you don't want to."Many have urged Johnson to run for political office, n natural transition, it would seem. for someone with his personality."Politics? Everyone has said ] should. Hut all my life I worked with politicians and raised funds for them. Frunkly. there is a great difference being in private enter­prise and going into the public sec­tor, I could do it, but 1 hope after 42 years. I've earned my retire­ment and that's what I intend to do."
Road...Continued from Pag* tthe Canadian side of the border. Building such a road could make Juneau the equipment- and ore- shipping hub for such a mine, offi­cials caid.Mapping consultants using u helicopter-mounted, foliage-pene­trating laser lied into a global posi­tioning satellite system • began surveying possible routes about two weeks ago, said project man­ager Ira Rosen. It never surveyed on the Canadian side of the border, he said.The letter from Charbonneou means surveying will be done only on routes up Lynn Canal. The study is also looking at high-speed ferry runs to Haines and Skagway, which have road connections to the Alaska Highway.The study is expected to cost up to $750,000 and be completed by early next year. Options that re­main will then be the subjects of a

two-year, $1.8 million environmen­tal impact study aimed n recom­mending a preferred route In 1995.Elimination of the Taku route was no surprise, said Juneau Sen. Jim  Duncan, a Democrat who helped gel fodpral money for the environmental study in next yenr’s otato budget.The Canadians have never ex­pressed any enthusiasm for the route. Duncan said. "Thoir posi­tion hasn't changed, it's just hard- ervud."Mayor Jamie Parsons said he was not upset by the I'.Hlsh Co­lumbia decision because the Taku route made less sense Hum the Lynn Canal routes.Charbomenu's letter is the sec­ond action to ahul down a potent! I development project by British Co­lumbia officials this week.Citing environmental concerns, Premier Mike Hxrcourt on Tues­day designated Uw Taisbcnshlnl watershed In rwrlhwestern British Columbia as a wilderness park.

killing the proposed Windy Craggy copper mine northwest of Haines.The mine’s developers pro­jected I* would have created obout 200 job, in Ilaine3, which could have become the mine's shipping center. Environmental groups op­posed to the mine said the num­bers would have been significantly less.Emplr* ,-*poRir Ed 8cho*n- f*td contributed to thl» «tory.
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January 21, 1994

Mr. Edgar R. Locke
Beaty, Draeger & Locke, P.C.
3900 Arctic Boulevard, Suite 101 
Anchorage, Alaska 99503

He: city of 3 t .. v a r y 1* Salta Tax

Bear Mr. Locka:

We. represent Northern Air Cargo and Alaska Airlines.
Each of them recently received a lettar from the City demanding 
that they provide the City with a “full account of tax reserves 
subject to the (City‘a] tax" and payment of all tax asserted to 
be due by a abated deadline. I called you earlier last week on 
behalf of Northern Air Cargo in response to thet latter. You 
courteously agreed that the time for response to the lett«r-_could 
be extended to today.

Ae the City is aware, tha air carriers have serious 
doubts as to the validity of tha C i t y’3 ordinance. These doubts 
vara expressed in Mr, H all for d’s lattar to tha City Manager dated 
June 11, 1993. Thera are several independent reasons why the 
City's attempt to tax the carriers' operations in this manner is 
illegal, These are summarized briefly in the following 
paragraphs of this letter,

1. Tha tax is preempted by 49 U.s.C. App. S 1305(a), 
This broad praeraption provision was enacted as a part of the 1373 
Airline Deregulation Act, which extensively amended tha original 
1950 Federal Aviation Act, as amended. It prohibits any state or 
local law "relating to ratee, routaa or serviac* of any air 
carrier having authority [under the Act) to provide air 
transportation." In Moralg*._v, Trane World Airlines. 112 9. ct. 
2031, 119 L.Zd. 2d 157 (1992), the U.S. Supreme Court confirmed 
that this preemption provision-was intended by Congrees to have a ' 
very broad affect. It prohibits all local laws “having a 
connection with or reference to" rates, routes or servioea. This

LEGAL OPINION RE:

CITY OF ST. M A R Y’S SALES TAX
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broad preemption statute laavea tha atataa and khair political 
subdivisions with vary littia authority, Local laws having only 
a "tenueua, remote or" peripheral" sffsct upcn the airlines' 
rates, routes and services are still allowed/ but all othsr local 
laws are flatly prusmptad.

Sven local laws which have a lessor effect upon air 
carriers than the city's tax ordinance have been hald to b* 
preempted by tha federal statute* jgsfl, a.2*/ Moralas .Vr-.Trans 
w o r l d  Airllnoa; Mattox, v. Trana World, A i r  I I n g a , 397 F * 2 d  773 (5th 
Cir. 1 9 9 0 ) . These cases involved attempts to regulate 
advertising practices. On the continuum ranging from s u b s t a n t i a l  
and direct effects upon "rates, routs* and services" to e f f e c t s  
that ara o n l y  "tenucua, ramota or peripheral," tha local laws 
rajectad in Morslas and M a t t o x  clearly exerted a more tenuous or 
peripheral affect upon rates than tha tax levied directly upon 
the sale of transportation and the customer that the City La 
attempting to impose, yet they wera ruled to be preempted.

2. Tha limited savings provision found in the Anti- 
Mead Tax statute, 45 U.3.C, App. $ 1513, does not authorize this 
tax. The savings provision allova certain forma of taxation of 
the sale off services other than air transportation itself. The 
caaoo of Wardalr Canada v. Florida. Dtp.t^_flf-Sflv«naa# 477 U.9. 1 
(1983), end Air Jamaica. Ltd, v, Stats Deot. of, Revenue, 374
30.2d 575 (Fla. App. 1974), are of no help to the City. They 
upheld the imposition of a local salsa tax on jet fuel and on 
pre-packaged meals. In each inetance, the object of the local 
tax was not the provision of air transportation, but was the 
provision of goods and services supplied in connection with, or* 
incidental to, airline operations.

3. Superior Court Judge Link's recent decision in the 
Koasr Air case is inapposite* Homer Air is a ncn-certificated 
air taxi operator* Hence, tha preemption provision (49 U.S.C. 
App. S 13C5(a)) does not under $ 1305(b) apply to Homer Air 
because it is not a federally-certificated carrier. Northern Air 
Cargo end Alaska Airlinee both hold certificate* of public 
convenience and necessity issued by the U.S. Department of 
Transportation under Section 401 of the Federal Aviation Act, 
3tata and local laws relating to their rataa, routaa and services 
are prohibited by foderal law,

4. A carrier operating pursuant to a certificate of 
public convenience and necessity, carrying U.S. Mail (by 
definition "air transportation") and carrying freight in 
interstate commerce, is not subject to state regulation or state 
taxation with rcspsct to any of the traffic carried, regardless 
off whether the origin and destination of the journsy are entirely 
within the same state. Federal Express Coro. _v, CaliforniaBogle&Gatks
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p u b l i c - U t i l C o g m i s e  ion, 715 P.Supp. 1299 (N.fl. California, 
1939), and PlflftflflE.v. Cltv of K o r n e v . 255 N.W.2d 324 (Nebraska 
1977), Northern Air cargo and Alaska Airlines ars in this axampu 
c a t 3 g o r y .

5. Sven if fadaral statutes left stataa and political 
subdivisions free to tax carriage of goods that travel strictly 
in intrastats commerce, va believe that most if not all of the* 
air carriage activities of Northern Air cargo and Alaska Airlines 
are nontaxable because thay constitute interstate or foreign 
commerce. In detarmining whether transportation between two 
point3 in a atata is intrastate or interstate in nature, th® 
c r u c’.al consideration is tha shinpar’e intent at the time of 
shipment, Sabar.ta v. Levina, 9 2 1  ?.2d 304, 312 (3th Cir. 1990). 
It would be impractical and unworkable for tha city to force th® 
air carriers to guaas about aach of its shipper's intentions with 
respect to each shipment.

Northern Air Cargo and Alaska Airlines both received 
form letter* (’’Dear Businas* Owner") from tha City Manager 
requesting that they ccmplats a "Consumer's Salas Tax" report 
form. Tha payments mad® by thair shippers in raspect of aircraft 
operations originating or terminating in tha city of St. Mary's 
are exempt from taxation, for the reason* discussed earlier in 
this letter. Therefore, w« believe that there ia no legal 
justification or practical reason for the City to require thorn to 
file a "Consumer's Salas Tax" report form. If the City disagrees 
with this viov, pleas* notify ue, in that event, we would be 
interested in knowing tha City's position about which provision 
of tha ordinance requires the filing of this form and what- 
cor.aequencas might ensurs in the event of a failure to file.

Aa is probably clear from th® tone of this letter, 
Northern Air Cargo and Alaska Airlines are confident of their 
legal position in this matter and are strongly committed to 
defending their rights to bo fro® of local government taxation 
efforts that Cor.gras# has seen fit to prohibit. Northern Air 
Cargo has consulted on this matter with its lawyer in Washington, 
D.C. with whom it has worked for many years on regulatory 
matters, The lawyer, Mr, Theodore Saanon, hae concentrated his 
praotice in federal airline regulation matters for more than 
forty years and ha* bean actively representing Northern Air Cargo 
and other Alaska clients on these matters since before statehood. 
Mr. Soamon and I ara available to confer with you.at your 
convenience regarding this matter and to provide a more detailed 
discussion of the legal principles mentioned in this letter 
should you desire. In fact, wo would encourage iiuch a meeting.

Northern Air Cargo and Alaska Airlines have always 
honored their legal obligations, and they certainly intend to do________________________________ Bogle & Gates
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bo in this i n s t a n c e .  At th® same time, the City cannot expect 
them to penalise their customers by collecting and remitting to 
tha City a tax that ia clearly prohibited by federal law.

Very truly vcurs, 

BOGL2 St GATES

Jama* N. Reaves

Bogle&Gate.®



1003 11-52 Federal A viation A ct of 19S8
/ 1965

[H 1572] STATE TAXATION OF AIR
COMMERCE

Sec. . m o ) [49 App. U. S. C odt^fSI3J/(a) No State (or political subdivision thereof, 
including Shs''Commouwealth of Puc?nTRica, the Virgin Islands, Guam, the District of 
Goiumbia, the territories or possessions of the United States or political agencies of two or 
more States) shall levy or coilea 3 tsut, fee, head charge, or other charge, directly or 
indirectly, oa persons traveling in air commerce or on the carriage of persons traveling in air 
cammem: or on the sale of a ir transportation or on the gross receipts derived therefrom; 
except as provided in subsection (e) except tha t any State (or political subdivision thereof, 
including the Commonwealth of Puerto Rico, the Virgin Islands, Guam, the District of 
Columbia, the territories or possessions of the United States or political agencies of two or 
co re  States) which levied a  tan, fee, head charge, cr other charge, directly or indirectly, oa 
persons traveling in air commerce or on the carriage of persons traveling in air commerce or 
on the sale of a ir transportation or on the gross receipts derived therefrom prior to May 21, 
1970, shall be exempt from the provisions of this subsection until December 31,1973.

(b ) Except as provided in subsection (d) of this section, nothing in this section shall 
prohibit a  State (cr political subdivision thereof, including the Commonwealth of Puerto Sico, 
the Virgin Islands, Guam, the D istrict of Columbia, the territories or possessions of the 
United States or political agencies of w o  or more States) from the levy or colleaicn of taxes 
other rKix those enumerated in subsection (a) of this secricn, including property taxes, net 
Income taxes, franchise taxes, and sate or use taxes on die sale of goods or services: and 
nothing in this section shall prohibit a State (or political subdivision thereof, including the 
Commonwealth of Puerto Rico, the Virgin Islands, Guam, the District of Columbia, the 
territories or possessions of the United States or political agencies of two or more States) 
owning or operating an airport from levying or collecting reasonable rental charges, landing 
fees, or other service charges from aircraft operators for the use of airport facilities.

(c) In the case of any airport operating authority which—

(1) has an outstanding obligation to repay a lean or loans of amounts Sorrowed and 
expended for airport improvements;

(2) is colleoing without a ir  carrier assistance, a head tax on passengers in air transporta­
tion for the use of its facilities; and j

(3) has no authority to collect any other type of tax to repay such loan or loans, the 
provisions of subscttion (a) shall not apply to such authority until December 31,1973.

(dXD The following acts unreasonably burden and discriminate against interstate 
commerce and a State, subdivision of a State, or authority acting for a S u te  or subdivision of 
a Scait may not do any of them;

(A) assess air carrier transportation property a t a value that has a higher ratio 
to the true market value of the air carrier transportation property U»n the ratio 
tha t the assessed value of other commercial and industrial property of the same 
type in the same assessment jurisdiction has to the true market value of the other 
commercial and industrial property,

(B) levy or collect a tax oa an assessment that may not be made under 
subparagraph (A) of this paragraph; or

(Q  levy or collect, an ad valorem property tax on air carrier transportation 
property a t a u x  rare that exceeds the tax rate applicable to commercial and 
indusu ttl property in the same assessment jurisdiction.

(2) In this subsection—

(A) “assessment" means valuation for a  property tax levied by a taxing district;

(B) “assessment jurisdiction" means a geographical area in a state used in 
determining the assessed value of property for ad valorem taxation;

(C) "air carrier transportation property” means property, as defined by the 
G vfl Aeronautics Board, owned or used by an air carrier providing air transports- 
u'an;(D) "commercial and industrial property'1 means property, other than trans­portation property and land used primarily for agricultural purposes or timberAviation L aw  Report* § 1113(d) ^ 1 5 7 2II

FEDERAL AVIATION ACT OF 1958



A la s k a  ^ t a t c  iC a u s ia t u r cSENATOR
BERTSHARP

DISTRICT =

•AN.SPORTATICN CD'.IMITTEE

MEMBER 
FINANCE COMMITTEE 

EGISLATIVE BUDGET & AUDIT COMMITTEE 
HEALTH & SOCIAL SERVICES Je n n ie

■ ■ M liHAM r.:,
11.al i bank  u u h :. • • ,

"  ( n i.usi imam s: "E :r • 
h h a n k s .a _ - .s k a * > *m
KOFI 4S2.WBS) .VrF 

■ FSS'OM ADDRL SS

S'ATi: CAPITOL. ROC.I SM 
MEAU. ALASKA 99801 •■)) H2 

11)07) 4R5 ■ 3004 / AW *.

SPONSOR STATEMENT

SB 261 - "An Act relating to m unicipal sales and use taxes involving  
air carriers; and providing for an effective date."

SB 261 reinforces the Federal Preemption Provision of the Federal Aviation 
Act of 1958 which reserves to the federal government the power to regulate 
and tax air carriers engaged in air transportation or air commerce. The law 
explicitly sta tes tha t no state or political subdivision may enact laws tha t 
affect the rates, routes or services of an  air carrier engaged in air 
transportation. Despite the provision, several com munities in Alaska have 
proposed sales and use  taxes of this sort. Allowing such provincial taxing 
authority could soon strangle even the most effective transportation 
networks. Substantial case law dem onstrates that this practice violates the 
Act. but communities, believing they have found yet another loophole in the 
law, periodically test the waters with a new tax. This has resulted in 
confrontation and costly litigation between the aviation com munity and the 
municipalities. SB 261 eliminates the illusions on which past efforts have 
been based and resta tes federal in tent in the preemption provision.
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WALTER J. HICKEL, GOVERNOR

DEPARTMENT OF TRANSPORTATION 
AND PUBLIC FACILITIES

OFFICE O F THE COMMISSIONER

3132  CHANNEL DRIVE 
JUNEAU, AK 99B01-7898 
PHONE: (9 07 )465 -3900  
FAX: (907 ) 536-8365
TEXT: (907 ) 465-3652

December 13, 1993

Senator Bert M. Sharp
119 N. Cushm an Street, Suite 201
Fairbanks, AK 99701-2879

Representative Richard Foster
P.O. Box 1630
Nome. AK 99762-1630

Dear Senator Sharp and Representative Foster:

Enclosed are three proposed pieces of legislation which I would appreciate 
being introduced through the Transportation Committees in the next 
session:

AS 43.40.010

The increase in aviation fuel tax in the am ount of $ .007/gallon is u k  
result of the Legislative request to not assess landing fees on rural 
■»irnnrts.

See the Legislative intent language contained in the DOT&PF FY‘94 
operating budget.

AS 38.05.030

This am endm ent simply makes airport property disposal consistent 
with highway property disposal. This is a housekeeping m easure 
which should have been handled when DOT&PF was created — it 
w asn’t.

All property and right-of-ways are handled in one DOT&PF section and 
lis housekeeping m easure makes the operations consistent.

19.05.040

This minor addition to the statu tes allows DOT&PF to enter property 
to determ ine if hazardous substances exist. This change is needed 
because DOT&PF has purchased property for right-of-way purposes 
only to find out tha t it is contaminated and the cost of cleanup 
exceeded the cost of moving the facility to avoid the contam inated 
area had th a t fact been known.

L E T T E R  TO  C O M M IT TE E  
CO M M ISSIO N ER  B R U C E  C A M P B E LL



Senator Sharp & Representative Foster Page 2 December 13. 1993

DOT&PF with this change would be able to know, in advance of 
purchase, if property is contam inated.

There are two or three more items th a t are in the mill tha t will be 
transm itted later.

Please let me know if you have any questions or I can provide more data.

Sincerely,

B.A. Campbell 
Com missioner

Enclosures
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§ 38.05.025 P u b l ic  L a n d S 38.05.030
Sec. 38.05.025. Continuing regulations, agreem ents, etc. All 

rules, regulations, procedures, funds, contracts and agreements estab­
lished or entered into by the Department of Lands before May 2, 1959, 
under the authority of ch. 126, SLA 1953, as amended, and ch. 184, 
SLA 1957, are continued, and are subject to amendment by the com­
missioner except where inconsistent with thi.- chapter. (§ 2 art XIII ch 
169 SLA 1959)

Sec. 38.05.027. Cooperative resource m anagem ent o r devel­
opment agreem ents, (a) Consistent with the authority of the com­
missioner under law, the commissioner, after determining that the 
agreement is in the best interests of the public and the state, may 
enter into cooperative resource management or development agree­
ments with the federal government, a state agency, a village or mu­
nicipality, or a person. Specific guidelines to protect the state and 
public interest shall be established, if necessary, by the commissioner 
before entering into an agreement under this section.

(b) A summary of agreements entered into under this section shall 
be submitted to the legislature within 30 days of the beginning of each 
regular session. (§ 2 ch 143 SLA 1976)

C ross re fe re n c e s . — For legislative in ­
tent, see § 1, ch. 143, SLA 1976 in the 
Temporary and Special Acts."

Sec. 38.05.030. Exceptions, (a) [Repealed, § 88 ch 152 SLA 
1984.]

(b) The provisions of this chapter do not apply to any power, duty or 
authority now or in the future granted to the Department of Transpor­
tation and Public Facilities in the name of the state, to acquire, use, 
lease, dispose of, or exchange real property, or any interest in real 
property. Land assigned by the division of lands to the Department of 
Transportation and Public Facilities shall be returned to the manage­
ment of the division of lands when it is no longer needed for the 
purposes assigned.

(c) In addition to the requirements specified in AS 38.50.090, the 
agencies referred to in (b) of this section and other state agencies with 
authority to acquire or dispose of land shall give written notification 
of the fact of acquisition, lease, disposal, or exchange to the commis­
sioner within three months after the date that they make the acquisi­
tion, lease, disposal, or exchange.

(d) Real property acquired by and under the management of the 
agencies referred to in (b) of this section that is no longer needed for 
its intended use shall be transferred to the commissioner, except that 
the Department of Transportation and Public Facilities may dispose of 
real property acquired by it under AS 19.05.040(2) and 19.05.080 — 
19.05.120.

21

r -£saa
S T A T U T E S  AMENDED BY SB  275



§ 02.15.060 A l a s k a  S t a t u t e s 4 02.15.070
Sec. 02.15.060. Establishm ent, operation and maintenance.

The department may plan, establish, construct, enlarge, improve, 
maintain, equip, operate, regulate, protect, and police airports and air 
navigation facilities within the state. (§ 5 A ch 123 SLA 1949; am § 2 
ch 68 SLA 1955)

N O T E S TO D EC ISIO N S

A pp lied  in C lark v. S tate, Ct. App. Op.
No. 716 (File No. A-1840), 738 P.2d 765 
(1987).

C o lla te ra l re fe ren ces . — S Am. Ju r . thority. 161 ALR 733.
2d, Aviation, §§ 17-19, 55 et seq. A irport operations or flight of aircraft

2A C.J.S., A eronautics and Aerospace, as nuisance. 79 ALR3d 253.
§ 57 e t seq. A irport operations liability  insurance.

Power to establish  or m aintain  public 92 ALR3d 1267. 
airport, or to create separate a irport au-

Sec. 02.15.070. Acquisition and disposal of property, (a) For
the purposes specified in AS 02.15.060 the department may, by pur­
chase, gift, devise, lease, condemnation, or otherwise, acquire real or 
personal property, or any interest in the property including easements 
in airport hazards or land outside the boundaries of an airport or 
airport site, necessary to permit the removal, elimination, obstruc­
tion-marking, or obstruction-lighting of airport hazards, or to prevent 
the establishment of airport hazard^. The department may acquire 
existing airports and air navigation facilities in the same manner 
except it may not acquire or take over an airport or air navigation 
facility owned or controlled by a municipality or person without the 
consent of the municipality or person.

(b) The department may, by sale, lease, or otherwise, dispose of all, 
a portion of, or an interest in a property, airport, or air navigation 
facility described in (a) of this section. The proceeds of any disposition 
shall be used for the purposes set out in this chapter. (§ 5 A, B ch 123 
SLA 1949; am § 2 ch 68 SLA 1955)

C o lla te ra l re fe ren ces , — 8 Am. Ju r . crty  near airport as taking of property. 18
2d. Aviation, §§ 9-19, 62, 67. ALR4th 542.

2A C.J.S., A eronautics and Aerospace, O perations or flight of a ircraft as consti-
§§ 61, 65-67. tu ting  tak ing  or dam aging of property. 22

Exercise of em inent domain for pur- ALR4th 863.
poses of a irport. 135 ALR 755. D amages resulting  from tem porary con-

Plotting or planning in anticipation of ditions incident to public im provem ents or 
improvement as ta b n g  or dam aging of fa QS nsable taki 23
property nflfected. 37 ALR3d 127. ALR4th 674

Zoning regulations lim iting use of prop-

8



§ 19.05.040 A l a s k a  S t a t u t e s § 19.05.040

I

S tate  v. Abbott. Sup. Ct. Op. No. 804 (File 
Nos. 1463, 1467), 498 P.2d 712 (1972).

The duty to m aintain a highway safe for 
travel includes not only a duty to m ain­
ta in  the surface of the highway in a condi­
tion reasonably safe for travel, bu t also a 
duty of w arning the travelling  public of 
any o ther condition which endangers 
travel, w hether caused by a  force of na­
ture, such as snow or ice, or by the act of 
th ird  persons, such as a ditch dug in the 
sidewalk or roadway or an obstruction 
placed upon it. S tate v. Abbott, Sup. Ct. 
Op. No. 804 (File Nos. 1463, 1467), 498 
P.2d 712 (1972).

L iab ility  o f  s ta te  fo r n e g lig e n t w in ­
te r  h ig h w ay  m a in ten an ce . — See S tate 
v. Abbott, Sup. Ct. Op. No. 804 (File Nos. 
1463, 1467), 498 P.2d .712 (1972).

Once the basic decision to m aintain  the 
highway in a safe condition throughout 
the w inter is reached, Lhe s ta te  should not 
be given discretion to do so negligently. 
S tate  v. Abbott, Sup. Ct. Op. No. 804 (File 
Nos. 1463, 1467), 498 P.2d 712 (1972).

In some circumstances the state  will be 
held liable for dangerous highway condi­
tions caused by ice and snow accum ula­
tion. S tate v, Abbott, Sup. Ct. Op. No. 804

(File Nos. 1463, 1467J, 498 P.2d 712 
(1972).

To impose a lesser standard of care 
upon the state  for highw ay m aintenance 
would substantially  dim inish the risk- 
spreading effects of AS 09.50.250 and seri­
ously underm ine the sound policy consid­
eration  upon which it is based. S ta te  v. 
Abbott, Sup. Ct. Op. No. 804 (File Nos. 
1463, 1467), 498 P.2d 712 (1972).

In m aking a determ ination of negli­
gence by the s ta te  in  m aintain ing h igh­
ways, all of the following factors would be 
relevant: W hether the sta te  had notice of 
the dangerous condition, the length  of 
tim e the ice and snow had been on the 
highw ay, the availab ility  of men and 
equipm ent, and the am ount of traffic on 
the highway. S tate v. Abbott, Sup. Ct. Op. 
No. 804 (File Nos. 1463, 1467), 498 P.2d 
712 (1972).

To impose liability on the s ta te  for its 
negligent failure to m aintain  A laska 
highw ays through the w inter would not 
place an  "impossible burden" on the state. 
S tate  v. Abbott, Sup. Ct. Op. No. 804 (File 
Nos. 1463, 1467), 498 P.2d 712 (1972).

C ited  in  S tate v. A lyeska Pipeline Serv. 
Co., Sup. Ct. Op. N o .'3092  (File No. 
S-986), 723 P.2d 76 (1986).

Sec. 19.05.040. Pow ers of departm ent. The department may
(1) acquire property;
(2) exercise the power of eminent domain;
(3) take immediate possession of real property, or any interest in it 

under a declaration of taking or by other lawful means;
(4) acquire rights-of-way for present or future use;
(5) control access to highways;
(6) regulate roadside development;
(7) preserve and maintain the scenic beauty along state highways;
(8) dispose of property acquired for highway purposes;
(9) accept and dispose of federal funds or property available for 

highway construction, maintenance, or equipment;
(10) enter into contracts or agreements relating to highways with 

the federal government, municipalities, a political subdivision, or 
with a foreign government, if the contract is approved by the federal 
government;

(11) establish, levy, and collect tolls, fees, charges, and rentals for 
the use of state roads, highways, bridges, tunnels, crossings, and 
causeways; and

(12) exercise any other power necessary to carry out the purpose of 
AS 19.05 — AS 19.25. (§ 2 art III title I ch 152 SLA 1957; am § 3 ch 
35 SLA 1971; am § 2 ch 162 SLA 1984; am § 1 ch 165 SLA 1988)

4
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§ 19.05.080 H ig h w a y s  a n d  F e r r ie s § 19.05.080

Sec. 19.05.080. Acquisition of land, rights-of-way, and  m ate­
rials by purchase or em inent domain. The department on behalf of 
the state and as part of the cost of constructing or maintaining a 
highway may purchase in the open market, acquire, take over, or 
condemn under the right and power of eminent domain land in fee 
simple or easements that it considers necessary for present public use, 
either temporary or permanent, or that it considers necessary and 
reasonable for the public use. By the same means, the department 
may obtain material, including clay, gravel, sand, or rock, or the land 
necessary to obtain material, including access to it. The department 
may acquire the land or materials notwithstanding the fact that title 
to it is vested in the state or a department, agency, commission, or 
institution of the state. Acquisition of materials by purchase in the 
open market under this section is governed by AS 36.30 (State Pro­
curement Code). (§ 1 art I title IV ch 152 SLA 1957; am § 11 ch 106 
SLA 1986)

C ross re fe ren ces . — For general pro­
visions concerning em inent domain, see 
AS 09.55.240 — 09.55.460. For power of 
departm ent of transportation and public 
facilities to exercise power of em inent do­
m ain, see AS 44.42.020(b).

E ffect o f  am en d m en ts . — The 1986 
am endm ent inserted "in the open m arket” 
n ear the middle of the first sentence and 
added the last sentence.

N OTES TO  D EC ISIO N S

D e p a rtm e n t m ay  a c q u ire  rea l p ro p ­
e r ty  fo r h ig h w ay  th ro u g h  em in en t d o ­
m a in . — The D epartm ent of Highways 
(now Departm ent of T ransportation and 
Public Facilities] may ncquire real prop­
erty  for the purpose of constructing a 
highway through the exercise of em inent 
domain power, under the authority  of AS 
19.05.040, this section through AS 
19.05.120, and AS 19.20.040. Babinec v. 
S tate, Sup. Ct. Op. No. 908 (File No, 
1539), 512 P.2d 563 (1973), rev'd on o ther 
grounds, Sup. Ct. Op. No. 1766 (File Nos. 
3108, 3109), 536 P.2d 966 (1978).

C o n s tru c tio n  o f  s ta te  le a se  re se rv in g  
r ig h t to g r a n t  righ t-o f-w ay . — Provision 
in a lease issued by the S ta te  of A laska, 
division of lands, expressly reserving the 
righ t to g ran t an  easem ent or right-of-way 
across the leased property w as construed 
to include an interagency transfer of a 
right-of-way to the D epartm ent of High 
ways (now D epartm ent of Transportatior. 
and Public Facilities]. W essells v. S tate, 
Dep't of Hwys., Sup. Ct. Op. No. 1402 (File 
No. 2834), 562 P.2d 1042 (1977).

C o lla te ra l re fe ren ces . — 27 Am. Ju r . 
2d, Em inent Domain §§ 325-332 39 Am. 
Ju r . 2d, Highways, S treets and Bridges, 
§§ 32-40.

39A C.J.S., Highways, §§ 2, 25-36.
C onstitutionality of statu tory  provi­

sions as to political corporations or divi­
sions which shall bear cost of establishing 
or m aintaining highway. 2 ALR 746; 123 
ALR 1462.

Classification as regards counties or 
o ther political subdivisions permissible in

statuLc imposing cost of construction or 
m aintenance of highways upon property 
specially benefited. 77 ALR 1285.

Jurisdiction and power in respect of 
stree t or road which is p art of or touching 
upon sta te  or federal highway. 144 ALR 
307.

Electric light o r power line in s tree t or 
highway as additional servitude. 58 
ALR2d 525.

Inclusion or exclusion of first and last 
days in com puting tim e for giving notice



§ 19.05.090 A l a s k a  S t a t u t e s § 19.05.090
of hearing for location of public highway, 
which notice m ust be given a certain  
num ber of days before a known future 
date. 98 ALR2d 1397.

E xtent and reasonableness of use of p ri­
vate way in exercise of easem ent granted  
in general term s. 3 ALR3d 1256.

V alidity of "freezing” ordinances or 
sta tu tes  preventing prospective condem- 
nee from improving, or otherwise chang­
ing, the condition of h is property. 36 
ALR3d 751.

Plotting or planning in anticipation of 
im provem ent as tak ing  or dam aging of 
property affected. 37 ALR3d 127.

M easure of dam ages for condemnation 
of cemetery lands. 42 ALR3d 1314.

Traffic noise and vibration from high­
way as elem ent of dam ages in em inent 
domain. 51 ALR3d 860.

Right to condemn property owned or 
used by private educational, charitable, or 
religious organization. 80 ALR3d 833.

Recovery of value of improvements 
made w ith knowledge of im pending con­
demnation. 98 ALR3d 504.

Assemblage or plottage as factor affect­

ing value in em inen t uomain proceedings. 
8 ALR4th 1202.

M easure and elem ents of lessee's com­
pensation for condemnor’s tak ing  or dam ­
aging of leasehold. 17 ALR4th 337.

Sufficiency of condemnor's negotiations 
required as p relim inary  to tak ing  in em i­
nen t domain. 21 ALR4th 765.

Damages resu lting  from tem porary con­
ditions incident to public im provem ents or 
repairs as compensable taking. 23 
ALR4th 674.

Com pensability of loss of view from 
owner's property — sta te  cases. 25 
ALR4th 671.

S ta tu te  of lim itations applicable to in­
verse condem nation or sim ilar proceed­
ings to obtain compensation for direct ap ­
propriation of land  w ithout in stitu tion  or 
conclusion of formal proceedings against 
specific owner. 26 ALR4th 68.

Private  im provem ent of land dedicated 
bu t not used as s tre e t as estopping public 
rights. 36 ALR4th 625.

U nity or contiguity of separate  proper­
ties sufficient to allow dam ages for dim in­
ished value of parcel rem aining after tak ­
ing of o ther parcel. 59 ALR4th 308.

Sec. 19.05.090. Declaration of taking. A declaration of taking in 
the form of an order signed by the commissioner, or by a designee of 
the commissioner within the department, declaring that the real prop­
erty, or interest in it, or an easement, is necessary for the public use of 
the state vests title in the state. However, a declaration of taking is 
not effective until eminent domain proceedings have been instituted 
in the proper court, and a copy of the declaration of taking has been 
recorded in the office of the recorder in the district where the land is 
located. The department shall pay from the appropriate fund into 
court the amount it considers represents a reasonable valuation for 
the land, easement or materials taken, (§ 1 art I title IV ch 152 SLA 
1957; am § 1 ch 88 SLA 1967)

R ev iso r’s n o tes . — M inor word 
changes related  to the recording of docu­
m ents were mude in th is section in  1988 
because of the enactm ent o f ch. 161, SLA 
1988.

C ro ss  re fe ren ces . — For general pro­

visions concerning em inent domain, see 
AS 09.55.240 — 09.55.460; for power of 
D epartm ent of T ransportation  and Public 
Facilities to exercise power of em inent do­
main, including declaration of taking, see 
AS 44.42.020(b).

0

N O TES TO D EC ISIO N S

A ccess. — A lthough the language 
gran ting  access was erroneously included 
in the declaration of tak ing  of property for 
a controlled access facility, a party  who 
purchased the rem ainder of the adjoining

parcel for h is insurance business acted 
reasonably in believing th a t he would 
have direct access and was entitled  to 
compensation because he did not receive 
direct access. S ta te  v. 18,018 square feet,



§ 19.05.100 H i g h w a y s  a n d  F e r r i e s § 19.05.122
more or less, Sup. Ct. Op. No. 2232 (File 
No. 4G37), 621 P.2d 887 (1980),

Sec. 19.05.100. Acquisition of excess land. When a part of a par­
cel ofland is taken and the remainder is in a shape or condition that is 
of little value to its owner, or give rise to claims or litigation concern­
ing severance or other damage, the department may acquire the whole 
parcel and may sell the remainder or exchange it for other property 
needed for state highway rights-of-way. (§ 2(1) art I title IV ch 152 
SLA 1957; added by § 3 ch 122 SLA 1960)

Sec. 19.05.110. A uthority to condem n or acquire publicly 
owned property for the purpose of exchange. When property that 
is devoted to or held for another public use for which the power of 
eminent domain may be exercised is taken for highway purposes, the 
department may, with the consent of the person or agency in charge of 
the other public use, condemn the real property to be exchanged for 
the real property so taken. This section does not limit the authoriza­
tion of the department to acquire, other than by condemnation, prop­
erty for that purpose in any other manner. (§ 2(2) art I title IV ch 152 
SLA 1957; added by § 3 ch 122 SLA I960)

Sec. 19.05.120. Authority’ to purchase property for the p u r­
pose of exchange. When the commissioner formally declares that it 
is in the best public interest of the state to do so, the department may 
acquire by purchase or otherwise privately or publicly owned land or 
an interest in it for the purpose of exchanging it for privately or 
publicly owned land which the department is authorized by law to 
acquire. (§ 2(3) art I title IV ch 152 SLA 1957; added by § 3 ch 122 
SLA 1960)

Sec. 19.05.122. Utility corridor for extension of the Alaska 
Railrond. (a) Not later than April 1,1982, the interior division of the 
department shall delineate a proposed utility corridor for the exten­
sion of the Alaska ltailroud to the Canadian border. The proposed 
utility corridor shall include a complete legal description of the pro­
posed railroad right-of-way.

(b) Within 90 days after receiving a report transmitting the work *f 
the interior division of the department under (a) of this section, the 
commissioner shall, in conformity, with the Administrative Procedure 
Act (AS 44.62), if necessary, adopt a regulation approving, modifying, 
or rejecting the proposed utility corridor and railroad right-of-way.

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

Caotaifl Jorer Walcaak {rector, Marine OperationsJW:aacc: P. Grant, Sr. VP Operations



• jS iX  _09^4RH. , 3 MPRINE flNCH TO 7SS2idlS0756i63aa P .301Holland America Line 
'•'V tfe s to u rs  I n c

Mr. James S.BURNS To fax : (907) £61 -6500
Petra Marine Services 
3111 'C# Street Suite SCO 
Anchorage AK, S9503 Seattle February IS  1994
Dear Mr. Bums

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

Very truly yours

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

c.c. D.Grousz

300 E llio t : Avenue West • Seattle. WA 96119 • 206 • 2o l'3S*S  • r i «  206 • 2SI-"110
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(SirfMrutC
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yvr mm n? 
1%'iwftue

Mr. J i m  B u r n *

P e t r o  M a r i n a  

3111 C S u i t a  £00 

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

D < a t  Jim,

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

J u n e  t h r o u g h  S e p t e m b e r  e a c h  year. F i v e  of t h e s e  v e s s e l s  ara b a a e d  in  
V a n c o u v e r  a n d  o n e  in d a n  F r a n c i i c o .  Of t h o  5 V a n c o u v e r  b a r  >d veetnels, 3 

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

a n d  2 o p e r a t e  7 d a y  c r u i s e s  r o u n d  t r i p  f r o m  V a n c o u v e r  t h r o u g h  t h o  i n s i d e  

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

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

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

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

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

in flan F r a n c i s c o ,  S e a t t l e  an d  Seward. T h o  p r i c e  d i f f e r e n t i a l ,  d u e  to the 

A l a s k a  * e a t e  m o t o r  f uel t a x  la, h o w e v e r  s i g n i f i c a n t .  Th e  t a r  of S O . 05 pe r  

g a l l o n ,  w h i c h  is a p p r o x i m a t e l y  e q u a l  to  5 1 3 . 6 5  p e r  ton, s a k e *  it p r o h i b i t i v e  

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

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

a p p r o x i m a t e l y  4 7, 6 5 S  tons ( 1 5 , 3 8 0 , 0 0 0  g a l l o n s )  for t h e  6 veoao l o .  oif this 

a m o u n t  w e  a n t i c i p a t e  p u r c h a s i n g  a p p r o x i m a t e l y  9 , 4 4 0  t on* (2,S o l , 00 0  gallo n * ) 
in S a w a r d .

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

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

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

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

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



REGENCY CRUI ST" P . i T ’-OOl/ O O l

REGENCY CRUISES

Itoxch 1, 1394

Mr. J a m e s  S. B u r n s  
F B T R O  M A R I N E  S E R V I C E S  
3 1 1 1  "C" S t r e e t  
S u i t a  500
A n c h o r a g e ,  A K  3 9 5 0 3  

D e a r  Mr, B u r n s :

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

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

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

T o  g i v e  y o u  a n  i n d i c a t i o n  o f  o u r  b u n k e r i n g  n e e d s ,  o n  an 
a v e r a g e  t h e  R e g e n t  S e a  b u n k e r s  450 M / T  o f  I P O  180 a n d  150 
M / T  o f  M D O ,  t h e  R e g e n t  S t a r  450 M / T  o f  I P O  100 a n d  130 M / T  
o f  M D Q  e v e r y  t w o  w e e k s .

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

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

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

A k H / G G

SU P P O R T  L E T T E R S
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FROM C I  TV a BOROUGH OF S I T K f l  OURSKR 0 3 . 0 9 . 1994 l« l:  13

City and Borough of Sitka
304 LAKE STREET. SITKA, ALASKA. 99835

M a r c h  9/ 1994

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

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

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

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

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

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

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

and E c o n o m i c  Develo p m e n t  
E r i c  L i n d  - Pacific N o r t h e r n  Oil



'

S en a t o r  S u z a n n e  L it t le
A L A S K A  S T A T E  L E G I S L A T U R E

M em orandum

Senator Bert Sharp, Chairman 
Senate Transportation Committee

Senator Suzanne Little 

March 9, 1994

SB .327

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

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

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

I urge the Senate Transportation Committee to support SB 327.

m m
Jinuary-June: STA TE CAPITOL/  JUNEAU. AK 99801-1182 / (907) 405-2828 / Fax: (907) 465-4779 vautRuloCurrnnmt

Junc-IWiber: 34824 KALIrORNSKY BEACH ROAD. SOLDOTNA, AK 9961.9 / (907) 262-9420 I FAX (907) 262-1881 SoutJidx-jnComrrarox- ' ;   ;---------------------------------------------------------------------------------------  liovroxtu: Task Fww
Scldovia • Homer • Anchor Poinr • Clam Gulch • Ninilchlk • Kasiluf • Soldotna • Sterling • Cooper Landing • Moose Pass • Seward LpilBheOwiiclCj <©“ o—-—



March 9,  1994
A L A S K A  T R U C K I N G  A S S O C I A T I O N  P O S I T I O N  P A P E R

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

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

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

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

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

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

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

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

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

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



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

M a r c h  10, 1994

T h e  H o n o r a b l e  B e r t  S h a r p  
C hair, S e n a t e  T r a n s p o r t a t i o n  
S t a t e  C a p i t o l
J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 1 8 2  

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

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

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

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

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

In a d d i t i o n ,  I h a v e  b e e n  a u t h o r i z e d  to say that P r i n c e s s  will
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p u r c h a s e  at least o n e  t h ird (1/3) of o u r  fuel r e q u i r e m e n t s  for the 
s h i p s  c a l l i n g  at S e w a r d  if the p r i c e  a n d  q u a l i t y  a r e  c o m p e t i t i v e  
w i t h  V a n c o u v e r ,  B.C. We can o n l y  s a y  this for the S e w a r d  s h i p s  
S e w a r d  is the o n l y  A l a s k a  p o r t  w i t h  b u n k e r i n g  f a c i l i t i e s .

as

D a w s o n

At t a c h m e n t



P rincess  C ruises

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

P e t r o  N a r i n e  

3111 C S u i t e  500 

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

D e a r  Jim,

P r i n c e c o  C r u i s e s  o p e r a t e s  6 c r u i s e  v e s se l s  in the Alaska c r u i s e  t r a d e  from 

J u n e  t h r o u g h  S e p t e m b e r  e a c h  year. Five of t h ee e  v e s s e l s  are b a s e d  in 

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

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

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

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

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

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

We p u r c h a s e  whe fuel oil for ou r  s h i p s  b ased u p o n  q u a l i t y a n d  price. Fuel 

oil p u r c h a s e d  in V a n c o u v e r  is e s s e n t i a l l y  the s ame q u a l i t y  as that a v a i l a b l e  

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

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

gall o n ,  w h i c h  ic a p p r o x i m a t e l y  e qu a l  to $13.65 pe r  ton, m a k e s  it p r o h i b i t i v e  

to p u r c h a s e  c o r *  t ha n  t h e  m i n i m u m  r e q u i r e d  in S e w a r d  to r e t u r n  to V a n c o uv e r , 

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

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

amount we a n t i c i p a t e  p u r c h a s i n g  a p p r o x i m a t e l y  9 , 4 5 0  tons ( 2 , 5 6 1 , 0 0 0  gallons) 
in Sewarcl.

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

to  $0.03 p e r  gallon. This  w o u l d  make the cost of fuel oil in A l a s k a  

c o m p e t i t i v e  w i t h  that in V a n c o u v e r .  This w o u l d  e n c o u r a g w  g r e a t e r  p u r c h a s e  
of fuel oil in Alaska.

V e r y  t ruly youro,

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



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

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

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

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

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

304 LAKE STREET. SITKA, A LASKA . 99835

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

cc: Commissioner Prt'l Fuhs; Economic Development Director Chris Gates, Alaska Dept, o f Commerce and Economic Development
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A  P R O P O S A L  
T O  D E V E L O P  A N  A L A S K A N  M A R K E T  

F O R  B U N K E R  F U E L

P R E P A R E D  M A Y  1993

P R O P O SA L TO  D E V E L O P  BUN KER F U E L  M ARKET
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T h i s  is a n  e c o n o m i c  d e v e l o p m e n t  p r o p o s a l  w h i c h  c o u l d  r e s u l t  in 
the f o l l o w i n g  b e n e f i t s  to the S t a t e  of A l a s k a :

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

2. I n c r e a s e d  c o m m e r c i a l  t r u c k i n g  a c t i v i t y  at SO, 000 m e t r i c  
t o n s  o r  a p p r o x i m a t e l y  1 7 , 0 0 0 , 0 0 0  g a l l o n s  e q u a l  IS to 20 
l o a d s  d a i l y  f r o m  M a y  15 u n t i l  S e p t e m b e r  15,

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

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

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

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

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

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

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

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

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

PETRO MARINE SERVICES

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

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

T h e  v o l u m e  f o r  all v e s s e l s  c a l l i n g  'n S e w a r d  is in  e x c e s s  of
50 , 0 0 0  m e t r i c  t o n s  o r  a p p r o x i m a t e l y  1 7 , 0 0 0 , 0 0 0  g a l l o n s  a n n u a l l y .  
T h i s  v o l u m e  is e x p e c t e d  to i n c r e a s e  in  f u t u r e  y e a r s  a n d  the t r e n d  
is t o w a r d  l a r g e r  v e s s e l s  c a r r y i n g  m o r e  people.

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

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

C u r r e n t  h i s t o r y  is s h o w  in E x h i b i t  1. A s  y o u  c a n  see, on 
average, S e w a r d  is $ 0 . 0 8 9 7 / g a l l o n  o u t  of line w i t h  t h e  V a n c o u v e r  
a l t e r n a t e .  F i v e  c e n t s  p e r  g a l l o n  of that d i f f e r e n c e  is the 
A l a s k a  S t a t e  tax. D i s c u s s i o n s  w i t h  p o t e n t i a l  b u y e r s  h a v e  
i n d i c a t e d  th a t  if w e  c a n  g e t  c l o s e  t o  the V a n c o u v e r  p r i c i n g ,  we 
w i l l  g e t  the f u e l  b u s i n e s s .  E x h i b i t  2 g r a p h s  the f l u c t u a t i o n s  in 
that p r i c e  d i f f e r e n t i a l .

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

T h a  v a s t l y  i n c r e a s e d  v o l u m e  w i l l  m e a n  e c o n o m i c s  of 3 c a l e  in:

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

T h i s  m e a n s  the s u p p l i e r  c a n  l o o k  at s h a r i n g  t h o s e  e c o n o m i e s  w i t h  
the c u s t o m e r  a n d  g e t  v e r y  c l o s e  to V a n c o u v e r  e c o n o m i e s .  W e  c a n  
sell t h e  r e m a i n i n g  d i f f e r e n c e  w i t h  s u p e r i o r  s e r v i c e  a n d  p r o d u c t  
q u a l i t y .  (See a t t a c h e d  E x h i b i t s  1, 2 a n d  3.)

I I I .  PROBLEM

PETRO MARINE SERVICES
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11 B U N K E R  FUEL" IS D I S T I N C T  IN C H A R A C T E R  A N D  U S A G E  F R O M  M O T O R  FUEL.
-3-

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

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

C o o k  I nlet cru d e ,  of w h i c h  t h e r e  i d  v e r y  l i m i t e d  supply,
w i l l  y i e l d  a p p r o x i m a t e l y  2 8 . 5 %  r e s i d u a l  f u e l  o i l  w i t h  a
s u l p h u r  c o n t e n t  of 0.3%. It is a v e r y  d e s i r a b l e  c r u d e  for 
t h i s  reason, b u t  t h e r e  is sinroly not e n o u g h  a v a i l a b l e  
s u p ply.

N o r t h  S l o p e  crude, w h i c h  is s t i l l  a v a i l a b l e  in g r e a t  
a b u n d a n c e ,  w i l l  y i e l d  4 8 %  r e s i d u a l  fuel o i l  w i t h  a s u l p h u r  
c o n t e n t  of 2.5%. U n f o r t u n a t e l y ,  to h a v e  a l m o s t  h a l f  of 
e v e r y  b a r r e l  y o u  r e f i n e  e n d s  u p  as a l o w  q u a l i t y  fu e l  f o r  
w h i c h  t h e r e  t r a d i t i o n a l l y  has b e e n  n o  l o c a l  m a r k e t ,  is a 
t r e m e n d o u s  e c o n o m i c  d e t r i m e n t  f o r  a n y  c o m p a n y  to b e a r .  
C e r t a i n l y  T e s o r o ' s  e a r n i n g s  h a v e  r e f l e c t e d  t h e s e  e c o n o m i c  
r e a l i t i e s  s i n c e  the m i d  1 9 8 0 ' s  w h e n  it s w i t c h e d  t o  A l a s k a  
N o r t h  S l o p e  c r u d e  as its p r i m a r y  f e e d  stock.

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

T y p i c a l l y ,  the f u e l  is u s e d  in u t i l i t i e s  f o r  t h e  p r o d u c t i o n  of 
s t e a m  t o  t u r n  t u r b i n e s  a n d  p r o d u c e  e l e c t r i c i t y .  O t h e r  l a r g e  
a p p l i c a t i o n s  a r e  p a p e r  mills, s t e e l  mills, a n d  c h e m i c a l  p l a n t s .
We h a v e  l i t t l e  m a n u f a c t u r i n g  b a s e  i n  the s t a t e  a n d  m o s t  of t h o s e  
t h a t  d o  e x i s t  a r e  w e l l  s e r v e d  b y  c o n v e n i e n t  n a t u r a l  g a s  s u p p l i e s .

PETRO MARINE SERVICES

Petroleum Marketing to the Morino Industry
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T H E  E C O N O M I C  O P P O R T U N I T Y

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

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

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

PETRO MARINE SERVICES

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

fA;*
T H I S  P A C K E T  IS I N F O R M A T I O N  T H A T  S U P P O R T S  

H O U S E  B I L L  453 
A N D

S E N A T E  B I L L  327

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

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

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

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

C R U I S E  L I N E

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

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

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

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

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

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

S E W A R D  P O T E N T I A L  V O L U M E :  O F  T H E  94 S A I L I N G S  I N T O  S E W A R D ,  64 A R E
3 Y  T H E  A B O V E  F O U R  LINES. IF T H E  M O T O R  F U E L  T A X  W A S  R E D U C E D  F R O M  
5 C E N T  P E R  G A L L O N  T O  1.5 C E N T  P E R  G A L LON, P E T R O  M A R I N E  
R E A L I S T I C A L L Y  E X P E C T S  T O  S E L L  IN E X C E S S  O F  1 2 , 0 0 0 , 0 0 0  G A L L O N S  O F  
S H I P S  B U N K E R  IN S E W A R D  D U R I N G  A  S U M M E R  C R U I S E  S E A S O N .  ( N O T E :  T H E  
R E D U C E D  T A X  W O U L D  O N L Y  B E  O N  T H E  R E S I D U A L  P O R T I O N  (92%)O F  T H E  
B U N K E R  F U E L  A N D  T H E  F U L L  5 C E N T S  P E R  G A L L O N  O N  T H E  D I E S E L .  
C O M B I N E D  T A X  R A T E  W O U L D  B E  1.78 C E N T S  P E R  GALLON)

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

G A L L O N S

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

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

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

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

PETRO MARINE SERVICES

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

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

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

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

74,600 7,030 22,622,200

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

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

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

- PETRO M A R I N E  INVESTED 3509,500 ON A  N E W  P U M P I N G / I N L I N E
B L E N D I N G  SYSTEM TO THE A L A S K A  R A I L R O A D  DOCK.

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

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

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

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

- PETRO M A R I N E  WILL H I R E  4 DOCK W A T C H  O P E R A T O R S  A N D  A
O P E R A T I O N S  S U P E R V I S O R

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

- W E A V E R  W I L L  BUY 5 A D D I T I O N A L  TRUCKS A N D  E M P L O Y E E  10
A D D I T I O N A L  DRIVERS

PETRO MARINE SERVICES

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

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

R E S I D U A L  F U E L  OIL; G E N E R A L L Y  A  B L A C K ,  THICK, V I S C O U S ,  S E M I F L U I D  
M A T E R I A L .  I T  IS T H E  R E S I D U E  F R O M  C R U D E  O I L  A F T E R  T H E  L I G H T  OILS, 
G A S O L I N E ,  N A P H T H A ,  X E R O S I N E ,  A N D  M I D -  D I S T I L L A T E S  A R E  E X T R A C T E D  
IN T H E  R E F I N I N G  P R OCESS. IT IS A L S O  C A L L E D  R E D U C E D  C R U D E  A N D  NC6 
F U E L  OIL. R E S I D U A L  F U E L  O I L  IS L I M I T E D  T O  H E A V Y  C O M M E R C I A L  A N D  
I N D U S T R I A L  U S E  W H E R E  S U F F I C I E N T  H E A T  IS A V A I L A B L E  T O  F L U I D I Z E  F O R  
P U M P I N G  A N D  C O M B U S T I O N .

V I S C O S I T Y ;  T H E  V I S C O U S  C O N D I T I O N  O F  R E S I D U A L  F U E L  O I L  IS 3 R 0 K E N  
D O W N  B Y  U S I N G  M I D - D I S T I L L A T E S  ( N02 D I E S E L  ) O R  O T H E R  V I S C O S I T Y  
B R E A K E R S .  T H E  3 L E N D  IS M E A S U R E D  B Y  A  S P E C I F I C  S T A N D A R D  T H A T  T H E  
R E F I N I N G  A N D  S H I P P I N G  I N D U S T R Y  H A S  F O U N D  T O  3 E  T H E  O P T I M U M  F O R  
E F F I C I E N T  C O M B U S T I O N  A N D  O P E R A T I O N .  T H E  C O M M O N  M A R I N E  B L E N D S  A R E  
I N T E R M E D I A T E  F U E L  O I L  (IFO) 180 A N D  IFO 380. T H E  N U M B E R S  R E F E R  T O  
T H E  S E C O N D S  IT T A K E S  T H E  B L E N D  T O  P A S S  T H R O U G H  A  M E A S U R I N G  D E V I S E .

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

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

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

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

PITRO MARINE SERVICES

Petroleum .Mai'koflng to the Marino Induitry
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E X A M P L E  O F  T A X  P O L I C Y  O N  S H I P S  B U N K E R  S A L E S

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

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

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

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

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

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

5 9 2 - 0 9 - 2 8  1 4 : 4 3 : 5 7  E D T
* * * C A L I ? O R N I A  R E P E A L S  [BUNKER] F U E L  T A X

C a l i f o r n i a  Gov. P e t e  W i l s o n  a p p r o v e d  the r e p e a l  of a m a r i n e  
fuel s a l e s  tax t h a t  n e a r l y  d e v a s t a t e d  S o u t h e r n  C a l i f o r n i a ' s  
[bunker] m a r k e t  b y  d r i v i n g  a w a y  b u s i n e s s ,  the J o u r n a l  cf C o m m e r c e  
r e p o r t s  in  t o d a y ' s  issue.

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

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

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

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

PETRO MARINE SERVICES

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

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

MENTNG

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

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

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

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

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

♦ GALLONS ♦ ♦

P. 02

YEAR TESORO SHIPS OTHER SALES TOTAL

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

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

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

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

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

i l X

te .

m

I&

■ FIVE YEAR AVERAGE:

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

CUSTOMERS

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

Tesoro Shies JS.JK

2 ^ ,  Other u .3«

BUNKER F U E L  S A L E S



GREATER SOLDOTNA CHAMBER OF COMMERCE 
RESOLUTION NO. 94-3

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

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

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

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

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

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

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

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

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

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

Kurt Eriksson, Vice President
ATTEST:

Calhy M. Clark, Executive Director


