HOUSE FI NANCE COWM TTEE
February 28, 2001
1: 35 PM

TAPE HFC 01 — 34, Side A
TAPE HFC 01 - 34, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 1:35 PM

VEMBERS PRESENT

Representative El don Mul der, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representati ve Con Bunde, Vice-Chair
Representative Eric Croft

Represent ati ve John Davi es
Representative Carl Mses
Representative Ri chard Foster
Representative John Harris
Representative Bill Hudson

Represent ati ve Ken Lancaster
Representative Ji m Wit aker

VEMBERS ABSENT

None
ALSO PRESENT

Carol Carroll, Director, D vision of Support Services,
Department of Natural Resources and MIlitary and Veterans
Affairs; Pat, Staff, Senator Drue Pearce; Larry Dietrick,
Director, Division of Spill Prevention and Response,
Depart nent of Envi ronnent al Conservati on; Paul Fuhs,
Techni cal Support Contractor on Marine |ssues, Task Force on
Motorized G| Transportation;

PRESENT VI A TELECONFERENCE

Brian Rogers, Facilitator, Task Force on Mtorized Gl
Transportation, Fairbanks; Breck Tostovin, Anchorage;

SUMVARY

HB 72 An Act relating to an assistant adjutant general
for national mssile defense in the Departnent of
Mlitary and Veterans' Affairs.

HB 72 was REPORTED out of Commttee with a "do

pass" recomendation and with a fiscal inpact note
by the MIlitary and Veterans Affairs.
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CS SB 16(RLS)

An Act regarding oil discharge prevention and
cl eanup involving self-propelled nontank vessels
exceeding 400 gross registered tonnage and
railroad tank cars and related facilities and
oper ati ons and requiring preparation and
i npl ementation of oil discharge contingency plans
for those nontank vessels and railroad tank cars;
anmending the definition of 'response action' that
relates to releases or threatened rel eases of oil
and thereby anending the duties and liabilities of
response action contractors; aut hori zi ng
conpliance verification for nontank vessels and
for trains and related facilities and operations;
and providing for an effective date.

CSSB 16 (RLS) was REPORTED out of Conmttee with
"no recomendation"” and two fiscal inpact note by
the Departnent of Envi r onnent al Conservati on
(published note #2) and the Departnent of
Transportation and Public Facilities (published
note #1).

#hb72

HOUSE BILL NO 72

An Act relating to an assistant adjutant general for
national mssile defense in the Departnent of Mlitary
and Veterans' Affairs.

CAROL CARROLL, DIRECTOR, DIVISION OF SUPPORT SERVI CES,
DEPARTMENT OF NATURAL RESOURCES AND M LI TARY AND VETERANS
AFFAI RS explained that the bill would create an Assistant
Adj utant Ceneral for National Mssile Defense. The position
woul d be authorized for the duration of the devel opnent and
deploynment of the mssile defense system in Al aska. Only
the legislature has the authority to create positions of
Assi stant Adjutant General. Currently, the departnent is
authorized an Assistant Adjutant GCeneral for the Arny
National Guard and an Assistant Adjutant General for the
Air National Guard. The position would be federally funded
and would be in effect during the developnent and
depl oyment of the missile system in Al aska. The Assistant
Adj utant General for National Mssile Defense would be a
menber of the Alaska National Guard and the site commander
for the developnment of mnissile defense in Al aska. She
stressed the inportance of filling the position with an
Al askan and nenber of the Al aska National Guard in order to
pronote Al aska jobs and training.
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In response to a question by Vice-Chair Bunde, M. Carrol
clarified that the position has not been created. The
| egi slation would require that the position be a nenber of
t he National GCuard.

Vice-Chair Bunde asked how the position would affect
t rai ni ng. Ms. Carroll replied that an Al askan perspective
woul d increase the |ikelihood that Al askans would be hired
and that training needed to deploy the system in Al aska
woul d occur.

Representative Foster inquired what a chain of command woul d
| ook Iike. Ms. Carroll replied that they would report to
t he Adjutant Commander. They would work with the Nationa
M ssile Defense Joint Program Ofice, which would be the
site Activation Command i n Al aska.

Representative Harris asked if the Governor had submtted a
name for the position. Ms. Carroll could not confirm that
any nanme had been indicated. To her know edge, no nane had
been subm tted.

Representative Hudson MOVED to report HB 72 out of Commttee
wi th the acconpanying fiscal note.

Vi ce- Chair Bunde OBJECTED for conmment. He pointed out that
the legislation would increase the budget by $200 thousand
dol I ars per year.

There being NO FURTHER OBJECTION, HB 72 was reported out of
Comm ttee.

HB 72 was REPORTED out of Commttee with a "do pass”
recommendation and with a fiscal inpact note by the Mlitary
and Veterans Affairs.

#SB16

CS FOR SENATE BILL NO. 16(RLS)

An Act regarding oil discharge prevention and cleanup
i nvolving self-propelled nontank vessels exceeding 400
gross registered tonnage and railroad tank cars and
related facilities and operations and requiring
preparation and inplenentation of oi | di schar ge
contingency plans for those nontank vessels and
railroad tank cars; anending the definition of
'response action' t hat relates to releases or
threatened releases of oil and thereby anending the
duties and liabilities of response action contractors;
aut hori zing conpliance verification for nontank vessels
and for trains and related facilities and operations;
and providing for an effective date.
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LARRY DI ETRI CK, DI RECTOR, DI VISION OF SPILL PREVENTI ON AND
RESPONSE, DEPARTMENT OF ENVI RONVENTAL CONSERVATION testified
in support of the legislation. He observed that the Task
Force included a 23-nenber cross-section of the maritine
i ndustry, the Alaska Railroad and other interested parties.
The goal of the legislation is to protect Al aska s renewabl e
resources and keep Alaska’'s waters the cleanest and nost
pristine in the world by including |large sea-going marine
nont ank vessels and the Alaska Railroad in Al aska' s safety
net for oil spill prevention and response. Alaska is the
only west coast state that does not include nontank vessels
in the oil spill safety net. In May of last year the 21%
Legi sl ature debated and passed Senate Bill 273 and Senate
Concurrent Resolution 1, which comm ssioned the Task Force
on Motorized G| Transport to work out details to inplenent
oil spill ~contingency plans and achieve the response
pl anni ng standard in a way that was acceptable to those who
woul d be affected. The Task Force has conpleted the work
directed by the Legislature and achi eved unani nous consensus
on legislation. The consensus legislation is SB 16, which
was developed by the Task Force and is predicated on no
further anmendnents by the nenbers.

M. Dietrick observed that although the requirenent for
financial responsibility was nade effective |ast year, the
requirenent to have an oil spill contingency plan and neet
the response planning standard was not. Instead, the
Legi slature through SB 273 and Senate Concurrent Resol ution
1 conm ssioned the Task Force to determine how to inplenent
the response planning standards and provide opportunities
for streamined oil spill contingency plans. Those standards
were set by the Legislature in SB 273 as the contai nnent and
control of 15% of the maxinmum oil capacity of a nontank
vessel or train, wthin 48 hours and cleanup of the
di scharge within the shortest possible tine, consistent with
m nimzing damage to the environnent. Nontank vessels were
defined as self-propelled vessels over 400 gross tons, not
i ncluding tank vessels, oil barges or public vessels.

M. Detrick noted that Senate Concurrent Resolution 1
specified that there would be 23 nenbers on the Task Force
on Mdtorized QI Transport. This served to ensure a
diversity of viewpoints and adequate representation of all
groups to be regul ated. The nenbers included representatives
fromthe U S Coast Guard, the DEC, the Railroad, spil
response cooperatives, the shipping industry, spot charter
gr oups, the fishing industry, the Regional Citizens
Advi sory Councils, and representatives from the crude oil
industry and the refined oil distributors and transporters.
Many nore persons, who were not appointed representatives,
attended the work group sessions and formal task force
meet i ngs.
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M. Detrick noted that the Task Force held eleven fornal
neetings over a five-nonth period in which the nenbers
wor ked through legal and technical issues on prevention,
contingency plans, and response planning standards. Three
wor kgroups were created to address specific areas of
concern.

M. Detrick discussed the recomendations of the Task
Force. He maintained that the recommendations are practica
and neet the requirenments the Legislature established in
| ast years’ bill. They include inplenmentation neasures that
use a market-based econony approach to keep costs down.
The recommendati ons are based on Al aska’s existing oil spil

response infrastructure and provide maxinmum flexibility for
neeting the requirenents. The work of the Task Force has

al r eady fostered private sector initiatives t hat
significantly increase the resources that will be brought to
bear on a spill. Alliances between ship agents, stevedoring
conpanies and spill-response cooperatives are now being

explored to neet response needs and a new Marine Exchange
that covers all of Alaska is being created.

The nenbers of the Task Force were extrenely attentive to
the proceedings and assimlated a trenendous anount of
information during their tenure. Al meetings were well
attended and the level of dialogue was frank, constructive
and productive. After careful and thorough consideration of
all ideas and requests brought before them they achieved a
unani nous consensus to support 31 recomrendati ons.

M. Dietrick observed that the Task Force al so exhaustively
reviewed the legal issues and neticulously identified what
el ements should be contained in regulation and what shoul d
be contained in statute.

M. Dietrick maintained that the |egislation provides a
foundation for enhanced spill prevention and response
preparedness thereby ensuring that state resources and
econony are adequately protected for future generations.

BRI AN ROGERS, FACILITATOR, TASK FORCE ON MOTORIZED QL
TRANSPORTATI ON, FAI RBANKS testified via teleconference. He
explained the work of the task force was how to inplenent
the legislation. Mst of the changes are not statutory but
pertain to the regulatory process. The |egislation contains
t he m ni nrum changes necessary to:

Activate the contingency planning process, establishing
a streanlined procedure for nontank vessels;

Limt liability for response action contractors,

including those providing incident nmanagenent team
services and response planning facilitator services;
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Enabl e the Departnent to adopt regul ations consistent
wi th the Task Force report.

M. Rogers reiterated that the recommendations follow a
mar ket - based approach giving affected vessels alternative
nmeans for conpliance and allows a phased inplenentation to
spread the cost on the regulated industry. The Task Force
recoomended a letter of Intent, which has been adopted as
section 1 of the bill. He reiterated that the goals of the
Task Force were net, which were that the process be
realistic, effective, economcally feasible and fl exible.

M. Rogers reviewed the provisions of the recommendations.
The response finding standards calls for ~control and
containment within 24 hours. Vessels can denonstrate this
ability through sufficient boons to go three tinmes the
| engths of the vessel and the neans for deploynent. To neet
the clean up standard, vessels should have a skimer
appropriate for the type of oil in the operations or be able
to be nobilized to the area of the operations within 24
hour s. The recomendations provided for alternative
cal cul ations on the size of the response planning standards
for vessels that are carrying less than a full load of oil.
Contingency planning is a streanline process that begins
with the information required for financial responsibility
and a qualified individual able to nmake decisions in a spil
event. A response action plan would be required, which would
include initial notification procedures, contract wth a
primary response action contractor and a contract with a
i nci dent managenent team or the equival ent resources brought
by the vessel or a conbination of contract and resources.
The legislation allows the developnent of fleet plans or
generic plans that could be set up for the spot charter
i ndustry. The Departnent of Environnmental Conservation would
review timefranes and conduct drills and vesse
verifications.

M. Rogers discussed prevention neasures. He noted that al
prevention neasures are voluntary. The Task Force endorsed
the risk analysis process being undertaken by the Al aska
Rail road. The Alaska Railroad Corporation's contingency
pl anning would go through the sanme guidelines as other
regul ated facilities.

M. Roger reviewed the legislation by section. Section 1 is
the intent section. Sections 2 - 4 limt civil liabilities
of action response contractors. Section 5 anends the
definitions of "response action” to include civil
liabilities for managenent team services and response plan
facilitator servi ces. Section 6 anends | ast year's
| egi sl ati on on proof of financial responsibility to make the
| anguage identical for tank vessels. Section 7 extends the
i nner passage exenptions. Section 8 adds new provisions
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requiring sea plans and authorizes the Departnent of
Envi r onnent al Conservati on to adopt i npl enenti ng
regul ations. Section 9 gives the Departnent of Environnental
Conservation verification authority. Section 10 requires
that the |ieutenant governor to certify to the revisor of
statutes the effective date of the regul ations.

Representative Hudson noted that since the Exxon Valdez
spill the legislature has taken an in-depth | ook at the oil
spill lTaws. He maintained that the legislation is the best
piece of abbreviated Ilegislation and regulations yet
acconplished and should give Alaska protection from the
nonpayi ng as well as the paying vessels.

Representati ve Hudson noted that gross registered ton would
be determ ned by the US Coast Guard under 33 C. F.R

M. Detrick agreed and noted that the definition was put
into effect in last year's bill. The term was defined in
regul ation. There is a specific reference to the US Coast
GQuard's regulation 33 C F.R 13830. Representative Hudson
reiterated that it is the regulatory gross tonnage
definition.

Representative Harris asked if there were enough responders
within the state to handle the requirenents. M. Detrick
explained that five spill cooperatives have devel oped
t hroughout the state. Cooperatives account for 80% or nore
of the response capability in the state. The state needs to
build from that capability. There is no requirenment to
bel ong to a cooperative, but the intent is to strengthen the
cooperatives to receive a stronger response.

Representative Harris asked for clarification of the fund
source 1052 designation. M. Dietrick noted that funds would
cone from the Prevention Account in the G| and Hazardous
Subst ance Rel ease Preventi on Response Fund.

Co-Chair Ml der asked what would constitute "innocent
passage".

BRECK TOSTOVI N, DEPARTIVENT OF LAW testified Vi a
tel econference. He stated that "innocent passage" is an
international |aw concept, which allows vessels of foreign
nations to travel through territorial wat er s. The

| egi sl ation would extend that concept to flagged vessels of
the United States. It would allow for a vessel to transit
through our waters, but they could not call at a port or
engage in fishing.

Co-Chair WIllians inquired how nmuch tinme would be given to
spot charters to review docunents. M. Dietrick replied that
under a generic or fleet plan spot charters could give
notice in as few as 5 days.
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Co-Chair WIllianms asked about the conparison of the fees
wWth other stats. M. Dietrick replied that all the West
coast states currently have simlar legislation. The state
of WaAshington's nodel was used for the contingency nodel. He
pointed out that Alaska could not use the nobdel conpletely
due to the length of coastline within the state. Alaska is
using a regional approach based on the state of Washi ngton
nodel .

Co-Chair WIlianms comented that Puget Sound and SE Al aska
cannot be conpared. There are many nore ships and ports in
Puget Sound.

PAUL FUHS, TECHNI CAL SUPPORT CONTRACTOR ON MARI NE | SSUES,

TASK FORCE ON MOTORIZED OL TRANSPORTATI ON provi ded
information on the legislation. He noted that a dollar
figure could not be assessed because the cooperatives do not
know how many people would join. The Task Force determ ned
the equi pnent schedule for the tank vessels with a m ninum
of new equipnent purchases. He stressed that additiona

vessels would substantially bring the costs down.

Limtations on liability were included for vessel agents and
spot charters because it would not be known until 10 days
before which vessel would conme. This allows a generic plan
W th t he Depart ment of Envi r onnent al Conservati on
denonstrating financial responsibility and a contract with a
spill response contractor and incident managenent team

Vessels can have a certificate to cone into the state of
Alaska within five days. He enphasized that this is an
efficient system

Co-Chair Ml der asked for nore information regarding the
current structure of the Alaska Railroad's response. M.
Dietrick replied that currently the Railroad is not under
any state requirenents for a contingency plan or required to
neet a response plan standard. He added that the
i npl enentation for the railroad would be a nore conplex
pl anning effort under the |egislation. The plan would have
to cover from Seward to Anchorage and Fairbanks. He provi ded
nore information on how spills by the railroad could be
cont ai ned.

Co-Chair Miulder noted that the railroad would have a
response-pl anni ng standard of 15 percent of the maxi num fuel
carried and asked if any railroads in the |ower 48 have
simlar requirements. M. Detrick did not believe so.

Co-Chair Mul der asked how nmuch it would cost the railroad to

nmeet the standard. M. Dietrick could not answer, but
t hought that the railroad had made an esti mation.
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M. Fuhs noted that the railroad had already noved in the
direction adopted by the Task Force. The Al aska Railroad
Corporation is supportive of the requirenents.

TAPE HFC 01 - 34, Side B

Co- Chair Ml der thought that there would be a significant
cost to the railroad. M. Fuhs noted that the railroad is
counting on the road systemor aircraft as the primry neans
of delivery. Equipnment would not be on site. The requirenent
for delivery is 24 hours.

M. Detrick noted that the railroad had commtted to
upgrading their ability to respond and that fair anount of
pre-stage gear already exists. The railroad has done a | ot
of work with the truckers. They have been cooperative wth
t he departnent.

Representative Davies asked if there would be any cost
recovery for the plans. M. Dietrick stated that the fiscal
note is based on using funds from the Prevention Account.
They woul d be applied if there were a spill. There woul d not
be any cost recovery in terns of contingency plan review

Represent ati ve Davies asked if a 50/50 nodel was consi dered.
M. Dietrick stated that discussion has occurred regarding
fee structures, but that the Task Force did not focus on fee
structures. The Task Force deliberations were centered on
finding an affordable system The Task Force assuned that
the Prevention Account woul d be the appropriate direction to
go to for the funding. Representative Davies voiced concern
that other activities would be displaced by the use of those
funds. M. Dietrick noted that projections by the
Legislative Finance Division, wused in other Commttees,
i ndi cated that the Prevention Account woul d not be adversely
af f ect ed.

Vi ce- Chair Bunde expressed concern that contributors to the
470 Fund were not considered. M. Fuhs stated that there
were concerns regarding the cost of the legislation to the
industry. The industry will bear the |argest portion of the
responsibility.

Representative Croft asked to see the Legislative Finance
sheet regarding the distribution costs.

Co- Chair Mul der asked the intention of section 9, page 6:

Conmpliance verification for nontank vessels and for
trains and related facilities and operations. I n
addition to other rights of access or examnation
conferred upon the departnent by law or otherw se, to
ensure conpliance with the provisions of this chapter
relating to oil pollution control, the departnent may
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at reasonable times and in a safe nmanner enter and

exam ne
(1) nontank vessels; and
(2) trains, railroad tracks, associ at ed
facilities, and railroad operations.
M. Tostovin explained that the |anguage gives the
departnent the ability to access facilities to assure
conpl i ance to oi | pol | ution | aws and C- pl anni ng

requirenents. The intention was not to create a track
i nspection program The intent was to give the departnent
access to tracks in the event of an incident or in an
i nspection for the sea plan requirenents. The intention was
to give the Departnent the ability to track the C- plan
requi renent.

Co-Chair Mulder pointed out that all associated facilities
woul d be included. He suggested that the broadness of the
| anguage could result in the Departnent of Environnental
Conservation running the railroad. M. Fuhs disagreed. He
enphasi zed that the Departnent of Environnental Conservation
woul d not hire train track specialists. The intent is to get
access to the premise in the event of an incident or to
check on certificates of financial responsibility.

Representative Hudson stressed that the Departnent of
Envi ronmental Conservation would not supplant the US Coast
GQuard's marine safety specialist in hiring ship inspectors.

M. Detrick stated that there is a detailed operating
agreenent for nontank vessels and tightly coordinated
procedures with the Coast Guard to prevent overl apping. He
stressed that there is a good working relationship with the
US Coast Guard. The Departnent's concern is that they do not
have |egal access to react to a spill. The intent is to
travel the rail right-of-way to get to a site.

Co-Chair Mil der summarized that the intent of the |anguage
is to gain legal access in the event of a spill. He noted
that the language is broadly worded and asked if the
Department would be willing to rewrd the |anguage. M.
Dietrick comented that there was extensive dialogue
regardi ng that |anguage.

M. Fuhs noted that the | egislation states:

In addition to other rights of access or exam nation
conferred upon the departnent by law or otherwi se, to
ensure conpliance with the provisions of this chapter
relating to oil pollution control, the departnent at
reasonable tinmes and in a safe nmanner enter and
exam ne. .
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Co- Chair Mul der voiced concern that the |anguage is too
br oad. M. Dietrick stated that the language Ilimts
authority to the provision of the chapter, which deals wth
conpliance of response planni ng standards.

Representative Davies thought that the |[|anguage was
preventative and woul d guarantee that things were in place.

M. Detrick agreed. Representative Davies noted that the
| egislation provides for prevention and response. M.
Dietrick replied that the |anguage was witten specifically
to prevention, but would also apply to spills.

Representative Davies questioned if the departnment currently
has | egal access for spills. M. Dietrick stated that the
Departnent is required to get the legal access if it does
not al ready exist.

Representati ve Davi es pointed out that the departnent is not
bei ng given authority to control operations.

Co-Chair Miul der questioned what would happen if the
Department determ ned that there were not enough "boom on
board. He maintained that the legislation gives the
statutory authority to shut down an operation if the
requi red equipnment is not present. M. Dietrick enphasized
that a shut down would be an extrenme action that would only
be taken wth the conmmssioner's authority wunder an
energency order. Co-Chair Mil der stressed that governnent is
not always reasonable and added that politics affect
governnmental actions. He wanted additional assurances.

M. Dietrick responded that the Departnent's approach to
conpliance in the state is education, technical assistance,
and voluntary conpliance. Enforcenent action would be the
| ast step. Conpliance by consent is the primry focus.

M. Fuhs noted that the decision was made by the Legislature
| ast year in SB 273. Industry voiced the sane concerns as
Co-Chair Mulder. The Task Force was formed as a result of
concerns by industry. He noted the letters of support from
i ndustry. He maintained that the concerns have been net.

Representative Croft acknow edged Co-Chair Mil der's concern
with section 6, "A person may not operate,” but concluded
that the authority was needed to ascertain conpliance. He
voiced confidence that the departnent would wrk into
conpl i ance.

Representative Davies noted that the departnent's track
record has been good.

Co-Chair Mil der asked if there were other entities capable
of doing the reports. M. D etrick responded that the state
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has not been involved in this arena to date. There are none
in the Coast CGuard area. He did not know if there were any
exceptions. M. Fuhs asked if the departnment's regulatory
activity would be discretionary. He noted that if it is not
di scretionary the departnent could not contract out for
services. He pointed out that if an entity stated that they
were not signing with a cooperative and that they had their
own equi pnent the departnent would want to ascertain if they
have the equipnent and if they have the needed personnel
The oil spill response organizations have already been
preaut hori zed and m ght be discretionary.

M. Tostovin referred to opinions regarding delegating
deci sion-meking functions. The opinions concluded that
deci sion-making functions should remain 1in governnent.
Courts in other states have upheld delegation to private or
ot her governnental entities if there is very structured
oversight and little discretion or decision-nmaking by the
private entity. Cderical and objective itens can be
del egated. Decisions where judgnent is involved cannot be
del egated. He stressed that the oversight by the departnent
woul d require two extra positions. If a private entity were
used the departnent would still need a position to
supervise. He <concluded that only one position is in
questi on.

Co-Chair Mul der discussed the fiscal note. He observed that
there are two permanent and two tenporary enployees for two
years as applications are submtted. He noted that the
question is what is a reasonable workload for the anmount of
wor k that needs to be done.

M. D etrick explained that the Task Force's intent woul d be
to approve plans as they are submtted. Review of plans
woul d be staggered overtine on a three-year cycle. Co-Chair
Mul der conmented that the initial rush would be in the first
year and questioned why funding was retained for FY04. M.
Dietrick responded that the reviews would span over a two-
year period. Mdre than one year woul d be needed to cone to a
steady workload. The departnent would also be responsible
for training, electronic posting of plans, technica
assi stance, registering prinmary response action contractors
and launching the prevention credit program during the
startup period. These costs woul d be backed out by FYO05. He
voi ced concern with the aggressive review tines.

Co-Chair Ml der cautioned that the nunbers for travel,
contractual and supplies were generous. He noted that he
would continue to keep an eye out on the recomended
nunbers.

Vice-Chair Bunde noted concern with public policy that

requi res sone people to pay for the regulation while others
do not.
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Representative Hudson MOVED to adopt CS SB 16 (RLS) out of
Committee with individual recomendations. There being NO
OBJECTIQN, it was so ordered.

Co-Chair Ml der noted that he would be working with the
departnent to address his concerns.

CSSB 16 (RLS) was REPORTED out of Conmmttee with "no
recommendation” and two fiscal inpact note by the Departnent
of Environnental Conservation (published note #2) and the
Depart nent of Transportation and Public Facilities
(published note #1).

#

ADJ QURNVENT

The neeting was adjourned at 2:55 p. m
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