HOUSE FI NANCE COWM TTEE
April 27, 2001
9:09 A M

TAPE HFC 01 — 100, Side A
TAPE HFC 01 - 100, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 9:09 A M

VEMBERS PRESENT

Representative Bill WIlIlianms, Co-Chair
Representati ve El don Miul der, 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

ALSO PRESENT

Representative Beth Kerttula; Mchelle Brown, Conm ssioner,
Department of Environnmental Conservation; Mke Conway,
Director, Division of Statewi de Public Service, Departnent
of Envi r onnent al Conservati on; Lynne Smth, Staff,
Representative Con Bunde; WMirk Hickey, American Cancer
Society, Coalition of Alaskans for Tobacco Free Kids,
Juneau; John Bitney, Legislative Liaison, Alaska Housing
Fi nance Corporation, Departnment of Revenue; Craig Tillery,
Assi st ant At t or ney Gener al , Envi r onnent al Di vi si on,
Departnent of Law.

SUMVARY

HB 234 An Act relating to the financing of construction
and renovation of certain public facilities; and
providing for an effective date.

CS HB 234 (FIN) was reported out of Commttee with
a "do pass" recomendation and with a fiscal note
by Departnent of Revenue.

HB 260 An Act requiring the owners or operators of
certain passenger vessels operating in the marine
waters of the state to register the vessels;
est abl i shing i nf or mati on-gat heri ng, record
keeping, and reporting requirenments relating to
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the vessels' graywater and sewage; prohibiting the
di scharge of wuntreated sewage from the vessels
unl ess exenpted; placing limts on discharges of
treated sewage and gray water from the vessels
unl ess exenpt ed; est abl i shing a comerci al
passenger vessel coast al protection fund;
establishing a fee on commercial passenger
vessels, that are not exenpt from the fee, for
each voyage during which the vessels operate in
the marine waters of the state based on the
overni ght accommodation capacity of the vessels
determined with reference to the nunber of | ower
berths; establishing penalties for failure to
conply with certain laws relating to the vessels;
authorizing the Departnent of Envi r onnent al
Conservation to encourage and recogni ze superior
envi ronment al protection efforts related to
conmmer ci al passenger vessel s; aut hori zi ng
exenptions from sone laws relating to discharges
from the vessels and from the fee requirenents
related to the vessels; requiring a report from
the Departnent of Envi ronnment al Conservati on
concerning matters relating to the vessels; and
providing for an effective date.

HB 260 was HELD in Conmttee for further
consi derati on.

#HB234
HOUSE BI LL NO. 234

An Act relating to the financing of construction and
renovation of certain public facilities; and providing
for an effective date.

Vi ce-Chair Bunde MOVED to ADOPT the new Anendnent #1, 22-
LS0863\ 0. 2, 4/26/01. [Copy on File]. Representative Davies
OBJECTED for di scussi on.

Vi ce-Chair Bunde explained that the amendnent would secure
the final 20% of the Tobacco Settlenent noney for funding
snoking education and cessation and would renove any
reference to the University.

Representative Davies asked for nore detail. Vi ce-Chair
Bunde expl ai ned that “taxable versus non-taxable” was still
bei ng debat ed. The anmendnent woul d provide the detail and
vehicle to address the consequences.

Representative Davies questioned how the payout could be
addressed through the | egislation.
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Representative Croft interjected that it is inperative that
the final 20% of the noney be used for tobacco cessation
pr ogr ans.

Vi ce-Chair Bunde explained that there is a noral connection
with the use of that noney.

MARK HI CKEY, AMERI CAN CANCER SOCI ETY, COALITI ON OF ALASKANS
FOR TOBACCO FREE KI DS, JUNEAU, discussed that the anmendnent
would take the remaining 20% from the Mster Settlenent
Agreenent (MSA) and would trade it in the sanme fashion as
the 40% was treated |ast year. The other 40% would be sold
to the Al aska Housing Finance Corporation (AHFC) or to its
subsidiary, the Northern Tobacco Seuritization Program wth
the intent to issue debt bonds. The corpus that conmes from
that woul d have to be appropriated to the account created in
the bill. That account is |located on Page 2, Section 3, the
Snmoki ng Education Account. That is where the noney
generated from the bond sale woul d be deposited and subject
for legislative appropriation. The intent is to have that
noney used for prevention education cessation activities.
The Legislature would have to appropriate annually out of
that account for the program He concluded that the
anendnent attenpts to address that detail.

Representati ve Davi es asked an estimate of annual funds that

woul d be avail able. M. Hckey replied that AHFC has
i ndi cated that the range woul d be between $40 to $63 nillion
dol | ars. M. Hockey stated the need was $8.1 nillion
dollars per year, in a perfect scenario. It could not be
done at the proposed |evel. The recommendation is to
provide that anmount as close as possible, in the
nei ghborhood of $5-$6 mllion dollars per year. He

enphasi zed that nunber was conservati ve.

JOHN BI TNEY, LEG SLATIVE LI A SON, ALASKA HOUSI NG FI NANCE
CORPORATI ON, DEPARTMENT OF REVENUE, responded that based on
the current market condition, the ambunt would need to be in
taxabl e bonds with a 25-year term He believed that could
generate about $40 million dollars in proceeds.

Co-Chair Miulder comrented that the intent was to put a
"fence" around the payout. The payout averages $6.82
mllion dollars. He commented that in order to nmaxim ze
with a mniml anmount of confusion, the |anguage needs to
clarify the intent.

Representative Croft argued that there would be a benefit to
using the noney for cessation prograns. He pointed out that
the proposed |anguage noves the Legislature out of the
pr ogram He remnded nenbers that the noney is not
guar ant eed.
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Vice-Chair Bunde agreed that it is inmportant to do things
the sinplest way possible, however, there is a risk that the
tobacco industry will fall on hard tinmes and that the incone

stream would need to be securitized for other takers. He
commented that the legislation would build a "noral fence"
around the noney. Vice-Chair Bunde wanted to guarantee

various groups offering prograns that there would continue
to be an incone stream

Representative Hudson asked how nmuch noney would the 20%
generate. M. H ckey replied that the annual average woul d
be a little under $5 million dollars, unsecuritized. In
2008, there would be an additional $2.5 mllion dollars
M. Hi ckey pointed out that the fornmula is conplicated.

Representative J. Davies WTHDREW his OBJECTI O\ There
bei ng NO further OBJECTION, the amendnent was adopt ed.

Representative Foster MOVED to report CS HB 234 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CS HB 234 (FIN was reported out of Committee with a "do
pass" recomendation and with a fiscal note by Departnent of
Revenue.

#HB260
HOUSE BILL NO._ 260

An Act requiring the owners or operators of certain
passenger vessels operating in the marine waters of the
state to regi ster t he vessel s; est abl i shing
i nformation-gathering, record keeping, and reporting
requirenents relating to the vessels' gray water and
sewage; prohibiting the discharge of untreated sewage
from the vessels unless exenpted; placing limts on
di scharges of treated sewage and gray water from the
vessels unless exenpted; establishing a commercial
passenger vessel coastal protection fund; establishing
a fee on commercial passenger vessels, that are not
exenpt from the fee, for each voyage during which the
vessel s operate in the marine waters of the state based
on the overni ght accommobdati on capacity of the vessels
determined with reference to the nunber of |ower
berths; establishing penalties for failure to conply
with certain laws relating to the vessels; authorizing
the Departnent of Envi ronnent al Conservation to
encour age and recogni ze superi or envi ronnent al
protection efforts related to commercial passenger
vessel s; authorizing exenptions fromsone |laws rel ating
to discharges from the vessels and from the fee
requirenents related to the vessels; requiring a report
from the Departnment of Environnental Conservati on
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concerning matters relating to the vessels; and
providing for an effective date.

Co-Chair Mul der provided an overview of the handout titled,
“Conparison Between HB 260 HFC — HB 22 Kerttula - HB 183
Know es”. [Copy on File].

He noted that the handout addressed the foll ow ng concerns:

. Permts

. Regi stration requirenents

. Prohi bi ted di scharges

. Gray water standards

. Di scharge of treated sewage of gray water

. Air quality

. Monitoring and environnental studies

. Saf ety exception

. I nformati on gat hering requirenents

. Record keepi ng requirenents

. Reporting requirenments

. Fees

. Penal ti es

. Comrerci al passenger vessel coastal protection
pr ogram

. Commerci al passenger vessel coastal protection
fund

. Covered vessel s

. Geogr aphi ¢ cover age

. Exenpti ons

. Regul ati ons

. Definitions

. St atut ory changes

Co- Chair Mul der stressed that the bill provides the State of
Al aska a conprom se and provides sone certainty and sone
harsh penalties for those that do illegal activity. He
added that the bill provides the industry with specifics and
which nmarks mnust be nmet for the industry to operate in
Al aska State waters. Co-Chair Ml der enphasized that HB 260
woul d go further than any other state throughout the United
States to protect Alaska's water rights.

Representative Davies MOED to | NCORPORATE HB 260 into HB
22. Co-Chair Ml der OBJECTED.

Representative Davies advised that a lot of hard work had

gone into HB 22. He added that HB 22 has been under
negotiation for a nmuch |onger period of tine. The nornma
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process would be to take the material from HB 260 and
incorporate it into HB 22.

Co-Chair Ml der commented that HB 260 was substantially
different from HB 22. He stated that there was not a need
to replace that legislation and that HB 260 had nerits to
“stand on its own”.

Representative Croft agreed that it would be appropriate to
start with a bill that had a |ower nunber. The content
would be the sane and the amendnents would still apply.
Co- Chair Mul der exclainmed that there had been no procedure
previously established. He stated that HB 260 was an
al | owabl e option.

Representative Davies argued that there is a nornal
procedure and that the Conmmttee works with the bill that
has the | owest nunber.

Aroll call vote was taken on the notion.

I N FAVOR: Croft, Davies, Mses

OPPQOSED: Foster, Harris, Hudson, Lancaster, Whitaker,
WIllians, Ml der

Represent ati ve Bunde was not present for the vote.

The MOTI ON FAILED (3-7).

M CHELLE BROAN, COWM SSI ONER, DEPARTMENT OF ENVI RONMENTAL

CONSERVATI ON, spoke to the Alaska Cruse Ship Initiative and
the four objectives:

. Steering commttee nenbers;

. Sub groups: wastewater, air, oil spill prevention,
and environnental | eadership;

. Meet i ngs; and

. Formation of a website.

The first objective is to get the facts on cruise ship
wast ewat er di scharges and air emssions to find out whether

there are problens. The Departnent developed testing
paranmeters and protocols collaboratively so that they would
not Jlater disagree with what the results neant. The
findings were for wastewater:
. Only 1 of 80 treated sewage sanples net federal
st andar ds;
. More than 75% of the gray water sanples exceeded
the level required for treated sewage;
. Some gray water sanples were as high as 50,000

tines treated sewage limts; and
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. No serious priority pollutant problens were found,
the types of hazardous materials that RCCL
di scharged which led to the court actions.

Comm ssi oner Brown continued, the findings for air were:

. 15% of opacity readi ngs violated standards; and

. The limted anbient air testing down at four sites
in Juneau did not show any excess of health-based
st andar ds.

Comm ssioner Brown noted that after the results reveal ed
such serious problens, the Departnent started working with
the industry on the second objective to find technol ogy and
managenent i nprovenents. The industry has been | ooking at
sone potentially good treatnent neans. She noted that
equi pnent testing and review process is still underway.

Comm ssioner Brown continued, the third objective set for
the Cruise Ship Initiative was to establish a process for
| ong-term conpliance verification. Neither the State nor
residents of coastal communities could ever allow thensel ves
to be so ignorant of and powerless from the inpacts from
crui se ships’ wastes.

The need for State oversight and nonitoring program to
verify conpliance |ed the Governor to introduce |egislation,

HB 183. The bill would bring the cruise industry in |ine
with every other industry in the State that presents the
pot enti al to pollute. For a successful conpl i ance

verification program there nust be clear standards for
what, where, when, and how pollutants can be discharged or

emtted. She submitted that Al askans for Alaska shoul d
establish those standards. At that time, the State would
need to verify that standards are being net. Conmmi ssi oner

Brown advised that credible verification would nean having
the authority and funding to check conpliance, and having
enforcenment authority for failures.

Comm ssi oner Brown discussed in detail each program and the
el ements and how they relate in HB 260 as conpared to the
Governor’s bill

Comm ssi oner Brown addressed the standards. The Governor’s
bill states that standards should be set consistent wth
federal |aw unless nore protective standards were necessary
such as protecting shellfish grow ng areas. HB 260 cedes
the State’s authority to establish standards to the federal
Environnental Protection Agency (EPA). She commented that
no state has ever given that authority over to the EPA
especially since the federal Cean Water Act provides that
it is up to each state to set their own water quality
st andar ds.
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She noted that it is troubling, since the recently passed
federal cruise ship Ilegislation, that HB 260 copies,
virtually verbatim and specifically allows Al aska to set
its own standards and to develop its own prograns to protect
Al aska’s own interests.

Comm ssioner Brown added that the specific reservation of
the State’s rights is exceptionally inportant because Al aska
is the only place in the U S. that cruise ships travel where
the ships remain in state waters for the majority of their
voyage. At other ports, the cruise ships cone into port to
| oad passengers and supplies and then head back out to
international waters. Those vessels retain their wastes and
di scharge at high seas. In Alaska, State waters are the
destination, not just a drop off point. Because of that the
vessel s discharge their wastes in State waters.

The next critical elenent of an oversight and nonitoring
program is a solid program of sanpling and verification.
The Governor’s bill provides for that but HB 260 does not.
She suggested that this could be a serious problemgiven the
track record of that industry.

Comm ssi oner Brown pointed out that the cruise ship industry
said its wastes contained no hazardous materials. That was
found to be false. The cruise ship industry stated that its
sewage discharges were fully treated and net federal

st andar ds. She pointed out that |ast sumrer showed that
only 1 of the 80 sanples net standards. The industry clains
that its untreated gray water was benign. Conmm ssi oner

Brown noted that |ast summer, the Departnent |earned that
was not true and nost sanples | ooked |ike raw sewage.

Comm ssioner Brown stated that in each of the cases, once
the truth was discovered, the industry acted to inprove
However, a credible program cannot rely solely upon the
i ndustry self-testing and self-reporting Wi t hout
verification authority. It cannot rely solely upon the
spotlight of getting caught to ensure inprovenent.

Comm ssi oner Brown added that a credible oversight program
must test for the pollutants that are of concern. The
Governor’s bill authorizes Departnent of Environnenta

Conservation to work wth the industry and others to
establish the list of contamnants to be tested and the
frequency to test. HB 260 only identifies a very few
potential water contam nants. It doesn’t require any
verification that industry is not discharging the types of
toxic chemcals that the Royal Caribbean was caught
di schar gi ng.

Comm ssioner Brown stated that an oversight and nonitoring
program nust be flexible and developed in a way that
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protects the environnent, yet allows business tine to cone
into conpliance and continue to operate. The Governor’s
bill provided for negotiated rulemaking to set well defined
protective conditions of operation so industry could test
and ultimtely enploy new technol ogies until full conpliance
coul d be achi eved.

She added that in contrast, HB 260 allows gray water to be

di scharged at “whatever” quality until 2003 wth no
alternative, interim protective measur es unti | ful
conpliance can be achieved. HB 260 also fails to address

the air emssions testing program the subject that
Departnent of Environnent al Conservation receives nore
conpl ai nts about than any other industrial operation.

Comm ssioner Brown summarized that the cruise industry has
not been regul ated and presents a threat to Alaska’s air and
water quality. The Departnent has worked with the industry
to test their discharges and em ssions. There is new
t echnol ogy. The Departnent has been working wth the
industry on the oversight and nonitoring program to verify
future conpliance. Based on the track record of the
industry, the State needs a strong oversight, nonitoring,
and conpliance verification program that wll allow the
Al aska public to have confidence that the industry is
nmeeting the standards expected fromall other industries.

Representative Croft asked what the Royal Caribbean charge
had been relating to their discharge.

CRAI G TILLERY, ASISTANT ATTORNEY GENERAL, ENVI RONMENTAL
DI VI SI ON, DEPARTMENT OF LAW advised that the discharge had
been oily waste, dry cleaning fluids, and photo chem cals,
primarily silver.

Representative Davies asked for a conparison between HB 260

and the Governor's bill given the three-mle limt *“donut
hol es”.
Comm ssi oner Brown expl ained that the Governor’s bill woul d

cover activities in State waters. HB 260 adopts the federal
definitions only. She acknowl edged that the industry had
voluntary cl osed the "donut" hol es.

Representative Davies asked if HB 260 would limt the State

to less than all state waters. Conmm ssi oner  Brown
understood that the legislation would expand State waters,
not restrict them He noted that the Governor’'s bill had

not established the di scharge provisions.
Representative Hudson questioned how HB 260 would conpare

wth the essential elenments as used by the State of
Washi ngt on.
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TAPE HFC 01 - 100, Side B

Comm ssioner Brown replied that HB 260 goes further than any
other state’s |egislation.

Representative Croft questioned how Al aska | aws are enforced
against a foreign flag vessel. Comm ssioner Brown expl ai ned
that Alaska is allowed to establish standards for our own
waters. The federal |egislation specifically provides that
Al aska coul d establish it own programas long as it does not
contradict federal |[|aw In nost cases, federal |[|aw
establishes the floor for the standard.

Co-Chair Miulder inquired what was wong with the federal
st andar ds. Comm ssi oner Brown enphasized that there is no
federal standard for gray water.

Co- Chair Ml der asked the different between sewage and gray
wat er . Comm ssioner Brown stated that under State law, a
difference is not nmade between gray water and sewage. She
declared that a study needs to be undertaken to nmake that
det erm nati on.

Representative Croft referenced Pages 3 & 4, the discharge
of gray water. He asked if the Environnmental Protections
Agency (EPA) standards were appropriate. Conmm ssioner Brown
comented that HB 260 provides that the Al aska standard
woul d be whatever EPA promul gates. Representati ve Davies
clarified that regarding gray water, EPA presently has no
st andar d.

Representative Croft asked what is going to happen until
2003 when the EPA standard cones into place. Conmmi ssi oner
Brown advi sed that there would be no standard until 2003.

Representative Croft questioned if the bill should pass,
what standard would the State enforce for the next two
sumrers. Commi ssioner Brown reiterated that there is no
standard to enforce for the next two sunmmers. She added
that whatever the industry decides, is what the State w |
get. Comm ssioner Brown stressed that there is no standard
to work with.

Representative Croft asked what the State could do if a
foreign flag vessel dunps. Conm ssioner Brown replied that
Alaska could only fine that vessel. That would be the
State’s sole authority. M. Tillery added that nost of the
vessel s have offices in the United States and that the State
of Alaska would be able to get to them through those
of fices.
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Representative Croft pointed out that the alternative to the
system of going to courts on fines would be a system of
regi stration through a permt system M. Tillery explained
that with a permt system Alaska would have the ability to
fine the vessel for violating the permt. Al aska would have
the authority to discuss with that specific |line what woul d
be allowed to be discharged in State waters.

Representative Croft asked what rights under HB 260, does
Alaska have if a vessel repeatedly violates discharge

standards in State waters. M. Tillery explained that is
not a question which has been determned in the State of
Al aska. There is a body of law in federal court that

suggests that Al aska could prohibit them from State waters
and could not control their activities. Under HB 260, that
could not be done. Under the Governor’s law, it would be
al | owned.

Represent ati ve Davi es spoke to the definition of pollutants.
He recomended limting the topics of concern to gray water.
Comm ssioner Brown stated that under the Governor's bill

the Departnent would look at all the potential pollutants
and decide which to test for and which were of the nost
concern. HB 260 does not pick up nost of the conventi onal
pollutants. She noted that is inportant because in 2003, if

EPA has not established standards, Alaska wll end up wth
the standard recommended in HB 260. If the industry wants
that, one of the easiest ways to kill fecal matter is the
use of chlorine. She maintained that chlorine is very

dangerous to aquatic life. Under the terns of HB 260, the
State could not regulate the amunt of chlorine being
di scharged. Comm ssioner Brown advised that there should be
detail ed water discussions when establishing the standards.

Representative Croft referenced Page 5, Lines 9-10, the gray
wat er definition. He asked if there was evidence that the
vessel had been using chorine, how could that be established
under HB 260. Commi ssioner Brown expl ained that chorine is
one of the topics that could be self-tested by the vessel
HB 260 is not authorized to establish requirenents of what
shoul d be tested for.

Representative Hudson asked what section in HB 260 would
preclude the State from nonitoring discharges and the
reduction of those inpacts. Commi ssi oner Brown under st ood
that the bill would only provide regulatory authority to do
a few things. The bill does not allow the Departnent
authority to pronulgate rules to see all aspects of it
t hrough. The funds could not be used to do the nonitoring
or study. M. Tillery added that the State does not have
authority to have the funds to do that.

Representative Davies asked if “off-1oading” was addressed
in HB 260. Conmmi ssioner Brown noted that HB 260 does not
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deal with that concern; however, both of the other bills do
address it. The Governor’s bill requests authority to
create a solid waste managenent plan

Co- Chair Mul der questioned what the issue was. Comm ssioner
Brown responded that solid waste and hazardous waste
facilities are tightly nmanaged. Co-Chair Mil der argued that

HB 260 is a water bill and addresses keeping Al aska’ s water
cl ean. Comm ssi oner Brown enphasized that the Governor's
bill is about water, air and solid waste, all the potenti al

i npacts fromindustry.

Representative Croft referenced Page 4, Section © and asked
if that section allowed for the State to say that State | aw
is whatever it is decided to be. M. Tillery stated that
setting up the law dealing with future amended statutes is a
problem particularly in this case, as it does not exist in
current statute. The Legislature has no idea of what these
laws will be and the Al aska Suprene Court has not spoken to
the issue in the past 20 years. He indicated that each tine
he has checked the standards, the process of HB 260 woul d be
declared illegal. The likely effect is that the standards
woul d not be in effect in Al aska.

Representative Croft asked if the ability to change the
standard woul d becone problenmatic. M. Tillery explained
that it would be a problem If EPA had already adopted
their regulations, then the Legislature could clearly adopt
t hose. It becones the illegal delegation of authority of
the Legislature.

Co-Chair Mulder inquired if M. Tillery was stating that the
standards proposed in HB 260 were “illegal provisions”. M.
Tillery replied that the Suprene Court has not spoken
definitively. He added that in the four states that he had
| ooked at, and dealing wth the delegation by the
| egi slature to the federal governnent for standards, each of
those states has cone to the conclusion that it would be an
illegal delegation. Based on previous action by the Suprene
Court, M. Tillery noted that it was his view, that it would
be likely, that the Court would uphold that they are not
| egal |y perm ssi bl e.

HB 260 was HELD in Commttee for further consideration.
#
ADJ QURNIVENT

The neeting was adjourned at 10:20 A M
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