HOUSE FI NANCE COWM TTEE
April 27, 2001
6: 58 PM

TAPE HFC 01 - 103, Side A
TAPE HFC 01 - 103, Side B

CALL TO ORDER

Co-Chair Mulder called the House Finance Conmttee neeting
to order at 6:58 PM

VEMBERS PRESENT

Representative El don Miul der, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representati ve Con Bunde, Vice-Chair
Representative Eric Croft
Representati ve John Davi es
Representative Ri chard Foster
Representative John Harris
Represent ati ve Ken Lancaster
Representative Ji m Wit aker

VEMBERS ABSENT

Representative Carl Mses
Representative Bill Hudson

ALSO PRESENT

Representative Beth Kerttul a; Gretchen Kai ser, Staff,
Representative Kertulla; Robert Reges, Cruise Control Inc.
Juneau.

PRESENT VI A TELECONFERENCE

There were no tel econference participants.
SUMVARY

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
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 graywater 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
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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 heard and HELD in Committee for further
consi derati on.

#hb260

HOUSE Bl LL 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' graywater and
sewage; prohibiting the discharge of untreated sewage
from the vessels unless exenpted; placing limts on
di scharges of treated sewage and graywater 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 r onnent al
protection efforts related to commercial passenger
vessel s; authorizing exenptions fromsone |aws 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
concerning matters relating to the vessels; and
providing for an effective date."

Co-Chair Milder noted that the Commttee would entertain
anendnent s.
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Representative Croft MOVED to ADOPT Anmendnent 1 (copy on
file.) Co-Chair Ml der OBJECTED.

Representative Croft spoke in support of Anendnment 1. He
expl ai ned that the amendnent woul d add findings contained in
HB 183. He argued that nore needed to be put on record
regarding the factual findings of the Legislature relating
to Al askan water.

Co-Chair Ml der spoke against the anendnent. He maintained
that the findings are succinct and adequate.

Representati ve John Davi es spoke in support of the amendnent
and pointed out that the findings in HB 260 do not give
direct reasons for the | egislation.

Aroll call vote was taken on the notion to adopt Amendnent
1.

IN FAVOR: Croft, Davies
OPPQOSED: Harri s, Lancast er, Wi t aker, Bunde, Fost er,
WIllians, Ml der

Represent ati ves Mbses and Hudson were absent fromthe vote.
The MOTI ON FAI LED (2-7).

Representative John Davies MOVED to ADOPT Anendnent 2 (copy
on file.) Co-Chair Ml der OBJECTED.

Representative John Davies argued in support. He observed
that the anendnment would add a nunber of permts to the
| egislation. He stressed the ability of getting people's
attention and nmaintained that the anmendnent would provide
the proper hamrer to nmake sure that industry follows al ong.

Co- Chair Mul der argued that public publicity provides strong
incentives to not violate the provisions. He added that the
| egi slation has sufficient enforcenent and noted that the
Departnent of Law has the ability to prohibit a "bad actor™
fromreturning to the state of Al aska. He nmaintained that
the amendnment would result in a "death sentence" (to the
| egi sl ation).

Representative Davies did not think the penalties were
sufficient to affect the industry. Co-Chair Mil der stressed
that there is a strong disincentive to conmt offences since
a single bad incident would attract negative publicity.

In response to a question by Representative Witaker, Co-
Chair Mulder clarified that page 12, section 4; lines 6 — 15
pertain to the $100 thousand dollar fine. Representative
John Davi es pointed out that the fine is a nmaxi rumof a $100
t housand dol | ars.
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Representative Witaker summarized that there would be a
$100 thousand dollars for the initial violation. Violators
of AS 46.14 would be liable, "to the state for a sumto be
assessed by the court of not less than $500 nor nore than
$100,000 for the initial violation, nor nore than $10, 000
for each day after that on which the violation continues,
and that shall reflect, when applicable".

Co-Chair Mul der argued that there woul d additional penalties
for the "reasonabl e conpensation in the nature of |iquidated
damages for any adverse environnmental effects caused by the
violation" He reiterated that there is a strong financial
di si ncenti ve.

M. Regis clarified that any given penalty would be up to
$100 thousand dollars. Miltiple violations and adverse
environnental affects could be denonstrated to increase the
amount from the m ni num of $500 hundred dollars. It mght be
possible to denonstrate multiple violations. Representative
Croft summarized that adverse environnental affects caused
by a single violation in the amount of $250 thousand dollars
woul d result in no nore than a $100 t housand dol |l ar penalty.

Representative John Davies questioned if there would be
additional penalties if the violation continued for 10 days.
M. Regis noted that the initial violation would b $100
t housand dollars. Each additional day would result in an
additional $10 thousand dollar penalty. He stressed that as
a practical matter huge penalties are not granted and gave
exanples of previous litigation. He observed that resource
violations mght result in greater penalties.

Representati ve Wi taker expressed support for a higher fine
of not nore than $500 thousand dollars and not nore than $50
t housand dollars for each additional day.

M. Regis explained that the section does not only apply to
cruise vessels. If the provision is changed it is changed
for all Al askan busi nesses.

Representative John Davies asked what the appropriate
sanction should be. M. Regis maintained that access should
be denied to the court. He spoke in support of an
admnistrative penalty, which was included in HB 22.
Adm ni strative sanctions are inmmediate and give operators
the opportunity to fix problens. He enphasized that the
penalty provision requires litigation and is rarely used. He
noted that there are pros and cons to a permt system

Aroll call vote was taken on the notion.

I N FAVOR: Davi es
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OPPQOSED: Croft, Harris, Lancaster, Wi taker, Bunde, Foster,
WIllians, Ml der

Represent ati ves Mbses and Hudson were absent fromthe vote.
The MOTI ON FAI LED (1-8).
Representative Croft MOVED to ADOPT Anendnent 3:

(c) Except as provided in (f) of this section,
AS 46.03.488, or other applicable law or regulation,
begi nning January 1, 2003, a person nmay not discharge
graywater from a conmercial passenger vessel into the
marine waters of the state that has a fecal coliform
bacterial count greater than 200 colonies per 100
mlliliters or suspended solids greater than 150
mlligranms per liter.

There being NO OBJECTION, it was so ordered.

Representative John Davies MOWED to ADOPT Anendnent 4. He
expl ained that the anendnent would take out the |anguage
"upon request” in regards to information gathering
requi renents and add "offl oading or release of a pollutant”.

Co-Chair Milder nmintained that pollutants are already
reported under RCRA. He observed that the key issue is the
exchange of information and indicated that he would work on
an anendnent to encourage the transference of information.

Representative John Davies argued that the state needs an
i ndependent authority to have the information.

Representati ve John Davi es W THDREW Anendnent 4.

Representative Croft MOVED to ADOPT Anendnent 5. Co-Chair
Mul der OBJECTED.

Representative Croft spoke in support of Anendnent 5:

Page 51lines 9 through 10:

State, the owner or operator of the vessel shal
collect sanples of the vessel’s pollutant discharges
[ TREATED SEVWAGE AND GRAYWATER THAT | S BEI NG DI SCHARGED]
into the marine waters of the state

Page 5line 21

At a sanmpling frequency determ ned in requl ati ons under
AS 46.03.489 by the departnent [ NO LESS FREQUENTLY THAN
SAMPLES ARE REQUI RED TO BE COLLECTED UNDER FEDERAL LAWS
AND REGULATIONS FOR TREATED SEWAGE OR GRAYWATER
DI SCHARGES] .

Page 51ines 25 through 30:
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Bi ochem cal oxygen demand (BOD, [AND] total suspended
solids, and_priority pollutants, as defined in the
federal laws and regulations, in the sanples wth an
anal ytical testing nmethod that was approved by the
departnment before the testing 1is conducted. [A
LABORATORY USED FOR TESTI NG UNDER THI S SUBSECTI ON MAY
NOT DI SCLOSE THE TESTING RESULTS TO ANY PERSON OTHER
THAN THE DEPARTMENT, THE UNI TED STATES COAST GUARD, OR
THE OWNER OR OPERATOR OF THE VESSEL. ]

He explained that the amendnent would address the issue of
pol |l utant discharges in substitution of treated sewage and
graywat er .

Co-Chair Mul der argued that the focus of the bill is the
di scharge of wastewater into state waters and that the
anendnent is beyond the focus of HB 260.

Representative John Davies observed that there are separate
di scharge streans on sone ships that are not covered. There
is a possibility of heavy netals and other organics being
di scharged directly into the waters.

Co-Chair Mul der disagreed. He thought that discharges woul d
go through the wastewater process. He enphasized that the
i nclusi on of pollutant discharges go beyond the di scharge of
wast ewaters. He added that they are covered under RCRA

Aroll call vote was taken on the notion to adopt Amendnent
5.

IN FAVOR Croft, Davies, \Witaker
OPPOSED: Harris, Lancaster, Bunde, Foster, WIIlians, Ml der

Represent ati ves Mbses and Hudson were absent fromthe vote.
The MOTI ON FAI LED ( 3-6).

Representative John Davies MOVED to ADOPT Anmendnent 6: There
is no audit report privilege under AS 09.24.460 for this
information. There being NO OBJECTION, it was so ordered.

Representative Croft MOVED to ADOPT Anmendnent 7 (copy on
file.) Co-Chair Ml der OBJECTED.

Representative Croft explai ned Anrendnent 7.
| NSERT:
Sec. 46.03.477. Monitoring and environnmental studies.
The departnment may engage in the followng activities
for comrerci al passenger vessels:

(1) direct nonitoring of discharges or releases of
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pollutants fromthose vessels;

(2) nonitoring and studying of direct or indirect
environment al inpacts of those vessels; (3) researching
ways to reduce inpacts identified or studied under this
section.

Representative Croft noted that the anmendnment woul d give the
Department of Environnental Conservation the authority to
sanple. The issue is whether the industry should self-
noni tor.

Co- Chair Muil der argued agai nst passage of the anendnent. He
mai nt ai ned that the Departnment of Environnmental Conservation
could use their inspection ability to beat up the industry.

Representative John Davies maintained that there is no way
to use the anmendnent as a heavy-handed tool if the law is
not bei ng broken.

Co-Chair Mulder felt that the issue was the presunption of
guilt or innocence. Representative John Davies stressed the
need to i ndependently nonitor rel eases.

Representative Croft pointed out that a physical inspection
brought the suit against the Royal Caribbean Cruise Lines.

Co-Chair Milder argued that if there were a reason to
suspect that there is sonething wong that there would be an
ability to do an inspection.

Representative John Davies questioned why the departnent
woul d not be given the authority to measure what is going
on. Co-Chair Ml der observed that they could do nonitoring
but that funding would not be provided by the state.
Representative Davies stressed that it takes noney do a
noni toring program

Representative Croft did not feel that the provision would
be onerous. He maintained that nonitoring is an essenti al
part of making sure discharges are not inproper and stressed
that it should be paid by the fees. Representative \Witaker
argued that there would be redundancy and a bureaucracy
woul d be built, whose only goal would be to find sonething
wong wth the industry.

Representative Croft pointed out that on page 10 the
Department of Environnmental Conservation only has authority
to adopt regulations to inplenment exenptions. Co-Chair
Mul der acknow edged the problem and noted that it would be
addr essed.

Representative John Davies noted that other industries have
a fee structure for nonitoring as part of the permt
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process. He suggested a 50/50 fee basis, but did not know
the costs involved. He acknow edged that the departnent has
the general authority to nonitor, but stressed the need for
funding. The mgjority of the Departnment of Environnental
Conservation's funding 1is federal, which cones wth
limtations. Co-Chair Ml der thought that there was already
third party nonitoring under the U S. Coast Cuard.

MCHAEL A CONWAY, D VISION OF AIR AND WATER QUALI TY,
DEPARTMENT OF ENVI RONVENTAL CONSERVATION responded to
questions. He noted that the agency needs the ability to do
spot checks or look at ships were the analysis reports
indicate that sonething is wong. The state of Al aska does
not currently have the authority to board a vessel even if
they suspect that something is wong. The departnment works
with the Coast Guard wth the permssion of t he
owner/ oper at or. Moni t ori ng of di rect or i ndi rect
environmental inpacts would be done through a third party
process. Fiscal notes on previous bills showed the cost for
third party contractors. The Departnent of Environnental
Conservation has commtted to not duplicating efforts of the
federal governnent or Coast Guard. There is not funding or
expertise to research ways to reduce inpacts or to do
techni cal reviews.

Vi ce-Chair Bunde noted that | aw enforcenent has fines.
Representative John Davies pointed out that there is always
a danger and there is a need to have police. The state needs
the authority to get the information. Co-Chair Ml der
enphasi zed that it is a philosophical issue on how "heavy
handed" gover nnment woul d be al | oned to becone.
Represent ati ve Davi es argued in support of state oversight.
Aroll call vote was taken on the notion.
IN FAVOR: Croft, Davies
OPPCSED: Harri s, Lancaster, Wi t aker, Bunde, Foster,
Wl lianms, Ml der
Represent ati ves Mbses and Hudson were absent fromthe vote.
The MOTI ON FAI LED (2-7).
Representati ve John Davi es W THDREW Anendnent 8.
TAPE HFC 01 - 103, Side B
Representative Croft W THDREW Anmendnent 9.
Representati ve John Davies MOVED to ADOPT Anmendnent 10:
Sec. 46.03.489. Regulations. The departnment nmay adopt
regul ations that are necessary for the inplenentation
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of AS 46.03.460 - 46.03.490. The departnent shall use
negotiated reqgulation nmaking wunder AS 44.62.710 -
44, 62. 800, as appropriate, to devel op the regul ations.

There being NO OBJECTION, it was so ordered.
Representative Croft MOVED to ADOPT Anmendnent 11:

(6) "graywater" neans galley, dishwater, bath, and
| aundry wast ewat er ;

There being NO OBJECTION, it was so ordered.
Representati ve John Davies MOVED to ADOPT Anmendnent 12:

(2) "commercial passenger vessel" neans a vessel that
carries passengers for hire except that "comrerci al
passenger vessel" does not include a vessel
(A) authorized to carry fewer than 50 passengers;
(B) that does not provide overnight acconmopdati ons
for at | east 50 passengers for hire; or
(C) operated by the United States or a foreign
gover nnent ;

There being NO OBJECTION, it was so ordered.

Representative Croft MOVED to ADOPT Anmendnent 13. Co-Chair
Mul der OBJECTED.

Page 10, followi ng line 24:

| NSERT: “of fl oadi ng” neans the renoval of pollutants
from a comercial passenger vessel onto or into a
control |l ed storage, processing, or disposal facility or
treat ment works;

Representative Croft spoke in support of the anmendnent. Co-

Chair Milder felt that it was a duplication of effort and

not necessary.

Aroll call vote was taken on the notion.

IN FAVOR: Croft, Davies

OPPCSED: Harri s, Lancast er, Wi t aker, Bunde, Foster,
Wl lianms, Ml der

Represent ati ves Moses and Hudson were absent fromthe vote.

The MOTI ON FAILED (2-7).

Amendnents 14 and 15 were hel d.

Representati ve John Davies MOVED to ADOPT Amendnent 16
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Page 15, lines 12 through 19:
The report nust include

(1) a characterization, to the extent possible, of the
risks to the marine and human environnents posed by
releases and offloadings [THE DI SCHARGE OF SEWAGE
AND GRAYWATER] from comrerci al passenger vessels;

(2) evaluation of the pollution control and abatenent
[ SEWAGE AND GRAYWATER TREATMENT  SYSTEMS  AND]
technol ogi es on the vessels; and

(3) recomrendations for future action by the state in
relation to the matters discussed in the report.

Representative Kertulla spoke in support of the anendnent.
She noted that the industry currently does pollution control
and abatenent. She stressed that it wuld be nice to
eval uate these activities to know what kind of controls are
necessary. She enphasized that the anendnent does not go
back in to the bill in ternms of substance. It would be a
separate report on things that the industry currently does.

Co-Chair Ml der questioned why the industry would be
required to issue reports about the risks to the marine and
human environment posed by the release and offloading as
opposed to the discharge of sewage and graywater. The
| egislation is about the water not the pollutants and off
| oadi ngs or pollution control and abatenent.

Representative Kertulla enphasized that the anendnment woul d
provide a nore conplete report. The report would provide a
broader picture to see if there is anything else that "you
would like to be controlling”". She pointed out that the
report could conpletely exonerate the industry or point out
a problem Releases happen with offloading. She did not
think that the industry woul d oppose the report.

Aroll call vote was taken on the notion.

IN FAVOR: Croft, Davies, Witaker
OPPCSED: Harris, Lancaster, Bunde, Foster, WIIlianms, Ml der

Represent ati ves Moses and Hudson were absent fromthe vote.
The MOTI ON FAI LED ( 3-6).

Co- Chair Ml der W THDREW Anendnent 17.

Co- Chair Mil der MOVED to ADOPT Anendnent 18:
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On page 7, followng line 26

(d) The fee described in this section may not be
i nposed during any calendar year that begins on or
after January 1, 2004, unl ess t he | egi sl ature
determ nes by law that inposition of the fee for that
cal endar year is required to pay for the departnent's
operational and adm nistrative costs necessary to carry
out activities under AS 46.03.460 - 46.03.490 and under
depart nment regul ations establishing standards for
mari ne vessel visible em ssions adopted under AS 46. 14.

Page 13, |line 24
Delete all material.

(c) The legislature nay nmake appropriations from the
fund to the departnent to pay for the departnent's
operational and admnistrative costs necessary to
prepare a report that assesses the information received
by the departnent wunder AS 46.03.475 for the cruise
ship seasons of 2001, 2002, and 2003 and the
information received by the departnent for the cruise
ship season of 2000 and for the departnent's
operational and adm nistrative costs necessary to carry
out activities under AS 46.03.460 - 46.03.490 and under
depart nment regul ations establishing standards for
mari ne vessel visible em ssions adopted under AS 46. 14.

Co-Chair Ml der explained that the anmendnent renoves the
repeal l er and | eaves the fee structure in place in statute.
Justification for the program would be required in the
report. There being NO OBJECTI ON, Anendnent 18 was adopt ed.

Co-Chair Mul der MOVED to ADOPT an anmended Anendnent 19.

Co-Chair Ml der noted that the allowable counts would be
pl aced in statute.

Co-Chair Ml der MOVED to AMEND Anendnent 19 del ete page 4,
line 7. He observed that this |anguage was duplicative.
There being NO OBJECTION, it was so ordered.

He explained that Anendnent 19 as anended would anend the
| egi slation to read:

(b) Except as provided in (f) of this section,
AS 46.03.488, or other applicable law or regulation, a
person may not discharge treated sewage from a
commerci al passenger vessel into the marine waters of
the state that has a fecal coliform bacterial count

greater than 200 colonies per 100 mlliliters or
suspended solids greater than 150 mlligrans per liter.
(c) Except as provided in (f) of this section,

AS 46.03.488, or other applicable law or regulation,
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begi nning January 1, 2003, a person nmay not discharge
graywater from a conmercial passenger vessel into the
marine waters of the state that has a fecal coliform
bacterial count greater than 200 colonies per 100
mlliliters or suspended solids greater than 150
mlligranms per liter.

There bei ng NO OBJECTI ON, Anendnent 19 was adopt ed.

Representative Croft MOVED to ADOPT Anmendnent 20. Co-Chair
Mul der  OBJECTED. Representative Croft noted that the
amendnent would broaden the title to "An Act relating to
certain passenger vessels operating in the marine waters of
the state; and providing for an effective date".

Aroll call vote was taken on the notion.

IN FAVOR: Croft, Davies
OPPQOSED: Harri s, Lancast er, Wi t aker, Bunde, Fost er,
WIllians, Ml der

Represent ati ves Mbses and Hudson were absent fromthe vote.
The MOTI ON FAI LED (2-7).

Co-Chair Miulder noted that work would continue on the
exenption for smaller vessels.

HB 260 was heard and HELD in Committee for further
consi derati on.

#

ADJ QURNIVENT

The neeting was adjourned at 8:13 p. m
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