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KEN TAYLOR, Director
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Al aska Departnment of Fish and Gane (ADF&G

PO Box 25526

Juneau, Al aska 99802-5526

POSI TI ON STATEMENT:  Spoke in support of HB 61.
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Anchor age, Al aska 99501

POSI TI ON STATEMENT:  Spoke in support of HB 55.

ACTI ON NARRATI VE

TAPE 01-10, SIDE A
Number 0001

CO CHAIR BEVERLY MASEK called the House Resources Standing
Commttee neeting to order at 1:30 pm Menbers present at the
call to order were Representatives Msek, Scalzi, Fate, Geen
Chenaul t, Stevens, and Kerttul a.

HB 61 - HABI TAT RESTORATI OV ENHANCEMENT GRANTS
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CO CHAI R MASEK announced that the first order of business was
HOUSE BILL NO 61, "An Act authorizing the conm ssioner of fish
and gane to award grants for habitat restoration or enhancenent
projects; and providing for an effective date.™

Nunber 0134

KEN TAYLOR, Director, Habitat and Restoration Division, Al aska
Departnent of Fish and Gane (ADF&S, explained that the purpose
of HB 61 is to provide the conm ssioner of ADF&G granting
authority for federal receipts for habitat and restoration
projects only. He enphasized that the bill restricts the
comm ssioner from using any funds from federal aid, Dingle-
Johnson/ Wal | op-Breaux or Pitman Robertson funds. He said that
nost of the funds would cone from the excise taxes that
sportsmen pay for hunting and fishing sports equipnent. He
explained that ADF&G is asking for this "limted" authority
because they have experienced difficulty in making grants to
private | andowners, "particularly on the Kenai," for restoration
projects. He told the House Resources Standing Commttee:

Since 1995, we've had a 50/50 cost-share restoration
program with |andowers along the Kenai River, to
restore and stabilize stream banks that have been
tranmpled by a lot of fishing use. In order to conduct
this program we've had to take the funding that was
appropriated by the |legislature through [SB 183],
which were EVOS [Exxon Valdez GO Spill] crimna
settlement funds, and funnel it through a federal
agency so that they could actually do the granting
necessary to the private individuals that own the
| and. In doing so, the federal agencies take 11
percent of the funding right off the top. This is an
adm nistratively cunbersone process and we feel the
public would be best served if we could nake these
grants directly to those individuals.

MR, TAYLOR pointed out that HB 61 is identical to the bill
passed by the House |ast year, which went to the Senate at the
end of session, but "ran out of tine before it passed.” He
encouraged the House Resources Standing Committee to support HB
61. He addressed a concern expressed during the House Fisheries
Commttee neetings regarding that the grants mght be used for
ot her purposes or be granted to "sone nonprofit whose notives
weren't necessarily pure.” M. Taylor's response to that was:
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Since 1995, we've had 186 grants applied for, 180

projects that were approved - and we've conpleted 170
of them - and if anyone on [the House Resources
Standing Conmittee] is interested, | did hastily put
together a list of all those projects - who those
grants went to over the last six years. And | think
you' | | see that this program has been highly
legitimate, it goes to |andowners that have habitat
that needs repair. The | andowner pays 50 percent.

[ ADF&G has been covering 50 percent through this
cost-share program and occasionally if we find
outside noney from sone other federal agency that we
can put in there as well.

Nunmber 0599

MR. TAYLOR, in response to a question by Co-Chair Masek, said
that he didn't think it would ever be the case that there would
be grants awarded in habitat and restoration in order to stop a
devel opment project, such as a | odge. He said such activities
are alnost always done on private land and the habitat and
restoration grants given out in the past have been to aid
devel opnent on a particular piece of private land, not to stop
devel opnment on soneone el se's | and.

Nunmber 0645

REPRESENTATI VE GREEN asked if ADF&G worked in conjunction with
the Kenai River Sport[fishing] Association (KRSA)

MR. TAYLOR said yes. He listed several groups that ADF&G
"coordi nates" and "cooperates" with, including KRSA Kenai Youth
Conservation Corp, and the Alaska Fly Fisherman's Associ ati on.

Nunmber 0708

REPRESENTATI VE GREEN asked if [those agencies listed above] do
[ habitat restoration] on public land versus ADF&G [restoring]
private |and.

MR. TAYLOR replied that ADF&G has been involved in many projects
along the Kenai River, public as well as private projects. He
cited the EVOS snall-parcel purchases along the Kenai and the
Kenai Borough properties as two exanples of ADF&G s public | and
restoration invol venent.

Number 0776
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REPRESENTATI VE GREEN inquired as to whether the |andowners cone
to [ ADF&G for assistance, or does [ADF&F cone to them

MR. TAYLOR answered that when the |andowners found out that
funding was avail able, they approached ADF&G He referred to

page 2 of the handout in the bill packet, stating that it should
actually follow the |last page, which is titled, "Decision
Matrix." He discussed the categories listed on the "Decision

Matrix" that are used to rate an applicant and prioritize the
proj ects.

Number 0873

REPRESENTATI VE GREEN asked if the Decision Mitrix had anything
to do with the amount of noney that was awarded.

MR. TAYLOR replied yes. He approximated that ADF&G was given
about $1.5 million - appropriated by the legislature six years
ago through SB 183 - that they have been awardi ng each year to
applicants.

REPRESENTATI VE GREEN referred to the Decision Mtrix and asked
M. Taylor if the varying anounts awarded were determ ned by
[ ADF&G , by the application, or through an eval uation.

MR. TAYLOR answered that the amount awarded is "determ ned by an

evaluation of the project: The cost benefits of what the
appl i cant has proposed versus what we think would be the return.
And you'll find one of the factors that we used for ranking is

reasonabl e project cost."
REPRESENTATI VE GREEN cl arified his question as foll ows:

If I were a |andowner down there, and | canme in wth
(indisc.)... $12,000, or heavens, $19,000, would vyour
group say, "Well Geen, you wanting $19,000 to do what
you said, we've gone through this mtrix, and yeah,
you qualify, but it's not $19,000, it's only $8,500
And so we'll match you on $8,500, we're not going to
match you on $19,000." And so you get your $9,500
and that just about does it, and | don't have to cone
up wth anything.

MR. TAYLOR replied as foll ows:
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| have not been through this particular process wth
our staff on the Kenai, and | can't answer your
guesti on. But | suspect that the way things work is
that they have a pretty good idea, depending on how
many feet of river frontage you're going to be
restoring, what techniques you're going to use. I
know that our staff has a very good estimte of what
it's going to cost per (indisc.) ... per 10 feet of
riverbank restoration, depending on the technique.
So, while an applicant may cone in asking for nore
than what it mght cost, they're not likely to get al
of it paid for through this. I think ... we mtch
dollar for dollar, and if we have a project that's
$20,000, and it only costs $15,000, the applicant will
pay $7,500, and the state will pay $7, 500.

Number 1065

REPRESENTATI VE GREEN asked if this [habitat restoration] has
been done on other "sports rivers."

MR. TAYLOR said that so far the efforts of the program have
primarily focused on the Kenai River, but there have been sone
smaller federal grants used to try to "expand this effort to
sone of the streanms in the Matanuska Valley.” He remarked, "It
isn't anything that's not a 50/50 cost-share program set up |ike
this." M. Taylor added that it is the hope of ADF&G to expand
the programto benefit other parts of the state.

Number 1150

MR,  TAYLOR, answering a question by Representative Scalzi,
stated the foll ow ng:

Last year the bill allowed for the municipalities to
have a tax break for restoration, it gave the private
| andowners a potential tax break. The original |aw
was specific to the Kenai [River], and now that's been
expanded statew de. So other nunicipalities, if they
choose to, can provide for a tax break for restoration
pur poses.

CO CHAIR SCALZI asked if the 50/50 match was part of the
original |egislation.

MR. TAYLOR answered that it wasn't part of that |egislation, but
was a "conpani on piece."” He said that nore private |andowners
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get involved in restoration if a tax break is nade available to
them and the current state statutes are such that only Kena
residents can get a tax break

Number 1230

COCHAIR MASEK stated for the record that Representative
Kerttula was present. She referred to an earlier statenent nade
by M. Taylor regarding a |egislator who had expressed concerns
over del egated funds being spent for ill purposes, and asked him
to expound on that renark.

MVR. TAYLOR explained that the original bill gave the
comm ssioner [of ADF&G "broad granting authority" of federa
and state funds, with no specified purpose. Therefore, many
| egi slators were concerned about letting the state grant noney
that was not earmarked for a certain purpose. Subsequent |y,
ADF&G "narrowed the scope" on federal and state funds spending
in habitat restoration. Al though there was concern that this
type of program could be msused in the future, the |anguage of
the bill was structured to prevent its msuse. He offered to
work on the language with any legislator still concerned wth
it.

CO- CHAIR MASEK referred to page 1, lines 5-6, regarding grant

authority, and stated that the wordi ng needed "fine tuning."

MR. TAYLOR directed Co-Chair Msek's attention to the renmai nder
of the language in Section 1 of the bill. He read:

[ The comm ssioner] may award grants from federal
funds, other than funds received under the federa
Pi t t man- Robert son and Di ngel | - Johnson/ Wal | op- Br eaux
progr anms

He stated, "In other words, federal funds that are not a part of
our continuing appropriation from Congress, that are the excise
t axes on sporting goods."

MR. TAYLOR explained that those funds could only be used for
habitat restoration or enhancenment projects. He mentioned that
there is big novenent in the Western United States right now for
Congress to provide nore funding for salnon habitat restoration,
because of the endangered species issue in the Pacific

Nor t hwest . M. Taylor said that, theoretically, if Congress
provi des those funds, ADF&G would come to the legislature and
request a capital project. The noney appropriated would not be
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part of ADF&G s regul ar operating budget. The legislature would
exam ne ADF&G s outline, determ ne whether or not to provide
those funds, specify the use of the funds, and ensure that the
funds were used appropriately.

Nunmber 1595

CO CHAIR MASEK asked if there were any further questions. She
cl osed public testinony, and opened up conm ttee di scussion.

REPRESENTATIVE FATE made a notion to nove HB 61 out of
commttee. There being no objection, HB 61 was noved out of the
House Resources Standing Commttee.

CO- CHAIR MASEK called an at-ease at 1:52 p.m in order for the
sound equi pnent to be checked. The commttee came back to order
at 1:57 p.m

HB 55 - O L DI SCH PREVENTI ON: NONTANK VESSELS/ RR

CO CHAI R MASEK announced that the next order of business would
be HOUSE BILL NO. 55, "An Act regarding oil discharge prevention
and cleanup involving self-propelled nontank vessels exceeding
400 gross registered tonnage and railroad tank cars and rel ated
facilities and operations and requiring preparation and
inpl 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 amending the duties and liabilities
of response action contractors; aut hori zi ng conpl i ance
verification for nontank vessels and for trains and related
facilities and operations; and providing for an effective date."

[Before the commttee was CSHB 55(TRA). ]

REPRESENTATI VE STEVENS nmade a notion to adopt CSHB 55( TRA)
[ al though that was al ready before the commttee].

Number 1844

CO CHAIR MASEK pointed out that a new fiscal note submtted by
Mary Siroky clarifies that the funds will conme from "470 nonies”
and have no inpact on the budget. She also made note of a
letter from The Boat Conpany of Wshington, D.C., which is in
the bill packet. She introduced Paul Fuhs and Larry Dietrick,
together at the w tness table.
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LARRY DI ETRICK, Director, Division of Spill Prevention and
Response, Departnent of Environnmental Conservation, testified on
behal f of Comm ssioner Brown, who was the chair of the task

force on Mtorized O Transport. He said Comm ssioner Brown
served on the Steering Conmttee of the task force, along wth
Representative Kott and Senator Pearce. "The task force
i ncluded a 23 nenber cross-section of the maritinme industry, the
Al aska Railroad, and other interested parties. He nentioned
that Brian Rogers (facilitator of the task force) was standing
by on teleconference to answer questions. M. Detrick

par aphrased his witten testinony. He stated:

The goal of this legislation is sinple. [It's designed
to protect Alaska's renewable resources and keep
Al aska's waters the cleanest and nost pristine in the
world by including large sea-going marine nontank
vessels and the Alaska Railroad in Al aska's safety net

for oil spill prevention and response. In May of |ast
year the Twenty First Legislature debated and passed
Senate Bill 273 and Senate Concurrent Resolution 1,

whi ch conm ssioned the task force on Mdtorized QI
Transport to work out the details of how to inplenent

oil spill contingency plans and achieve the response
pl anning standard in a way that was acceptable to
those who would be affected. The task force has
conpleted the work directed by the legislature and
achieved wunaninobus consensus on legislation to
acconplish that. The consensus legislation, as [the

House Resources Standing Committee has] just adopted
is CSHB 55[(TRA)], which was developed by the task
force and is predicated on no further anendnents by
its menbers.

To be nore detailed, although the requirenent for
financial responsibility was nade effective |ast year

in SB 273, the requirenent to have oil spill
contingency plans and neet the response planning
standard was not. Instead the |egislature, through SB

273 and SCR 1, commissioned the task force to
determine how to inplenment the response planning
standards and provide opportunities for streanlined
oil spill contingency plans. Those standards were set
by the legislature in SB 273 as the contai nnent and
control of 15 percent of the maximum oil capacity of a
nontank vessel or train, within 48 hours and cleanup
of the discharge within the shortest possible tine,
consistent with mnimzing damage to the environnent.
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Nont ank vessels were also defined in SB 273 as self-
propel l ed vessels over 400 gross tons, not including
tank vessels, oil barges, or public vessels.

SCR [1] specified 23 nenbers of the task force on

Motorized G| Transport. This served to insure
diversity of viewpoints and adequate representation of
all groups to be regulated. The nenbers included
representatives from the U S. Coast Quar d, t he
Depart nent [ of Envi ronnent al Conservation], t he
[ Alaska] Railroad, spill response cooperatives, the

shi pping industry, spot charter groups, the fishing
industry, the Regional GCitizens' Advisory 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.

The task force held eleven formal neetings over a
five-nmonth period in which the nenbers worked through
| egal and technical issues on prevention, contingency

pl ans, and response planning standards. Thr ee
wor kgroups were created to address specific areas of
concern.

The recomendations of the task force are practical
They neet the requirenments the |egislature established

in Jlast year's bill and include inplenentation
neasures that use a market-based econony approach to
keep costs down. The recommendations are based on
Al aska's existing oil spill response infrastructure

and provide maxinmum flexibility for neeting the
requi renents. The work of the task force has already
fostered private sector initiatives that significantly

i ncrease the resources that will be brought to bear on
a spill. Al l i ances between ship agents, stevedoring
conpanies and spill response cooperatives are now

bei ng explored to neet response needs and a new Marine
Exchange that covers all of Al aska is being created.

The nmenbers of the task force were extrenely attentive
to the proceedings and assimlated a trenendous anount
of information during their tenure. Al neetings were

very well attended and the |evel of dialogue was
frank, constructive, and productive. After careful
and thorough consideration of all ideas and requests
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brought before them they achi eved unani nous consensus
to support 31 recommendations that are included in
your report in your packet.

The task force also exhaustively reviewed the | egal
issues and neticulously identified what elenents
should be contained in regulation and what should be
contained in statute. There's a table that outlines
this in the report. The bill you have before you is
the end result of this detailed process and it is the
task force's recomendation that it be adopted wi thout
anmendnent, recognizing that the I|egal nuances and
details have all been agreed to and an enornous anount
of effort has gone into its formation.

Overall, the bill is sinple and straightforward in its
appr oach. It fundanmentally makes SB 273, passed by
the legislature |ast year, effective while including
enabl i ng | anguage to support regul ations detailing how

it wll be inplenented. These regulations have
effectively been negotiated through the task force
proceedings, and will be drafted consistent with the

recommendati ons contained in the report.

The cooperation bet ween i ndustry, state
representatives, and | awmaker s to devel op
reconmendations that are practical, reasonable and
economc is a tribute ... to the task force nenbers.
The work provides a foundation for enhanced spil
prevention and response preparedness thereby ensuring
that our state resources and econony are adequately
protected for future generations. 1In the end the task
force has successfully conpleted the work requested by
the legislature and has produced, through consensus, a
report, CSHB 55 and recommendations for rul enmaking
that outline an acceptable means by which they wll
participate in the state's oil spill safety net. I
was very pleased to have been a part of this process.
And speaking on Dbehalf of the Departnent [ of
Envi ronnmental Conservation], we support the passage of
[HB 55] and offer our assistance as your deliberations
nove forward.

| would also like to acknowl edge the significant tine
and costs invested by the individual task force
nmenbers to participate in the process. The task force
reconmendations are in the interest of all Al askans
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and wll help protect Al aska's natural resources and
make our spill response prograns perhaps sone of the
best in the world.

Number 2264

MR D ETRICK introduced the following three people: Bri an
Rogers, the task force facilitator; Paul Fuhs, the task force
Mari ne Technical Support Contractor; and M. Breck Tostevin, the
Assi stant Attorney General assigned to this |egislation.

BRI AN ROGERS, Information Insights, and Facilitator for the task
force, testified via teleconference. He explained that the
purpose of the task force was to discover a neans to use the
pre-existing |egislation. The 23 nenbers reached consensus and
unani nrous deci sion on 31 recommendations, nost of which do not
require statutory change, but act as guidance to the legislative
process. He continued:

[HB] 55, as before you, contains the mninmm changes
necessary to activate the contingency planning
process, to limt liability for certain participants
in the process, and to enabl e adoption of regulations.
The recomendati ons of the task force were to follow a
mar ket - based approach, allowing several neans for
alternative conpliance, and to allow the regulated
industry to phase in inplenmentation in order to spread
out the cost. The legislation before you, | believe,
shows t hat negoti at ed rul e- maki ng bet ween t he
regulators and the regulated community can work when
you have the involvenent of industry in determning
the rules. Mst of the provisions of this |egislation
and of the recomendations of the task force are
already required in all of the other west coast
states. The goals of the task force were to develop a
scheme for inplenenting SB 273 that was realistic,
effective, economcally feasible, and flexible. I
believe the recommendations that the group devel oped,
in fact, do that.

MR. ROGERS outlined the recommendations of the task force. He
said it recommended that a vessel denonstrate its ability to

control a spill by being equipped with sufficient boons to reach
three times the length of the vessel. The vessel nust al so have
a neans of deploying those boons. Furthernore, in order to

denonstrate its ability to clean up, the task force recomended
that the vessel either have a skimrer in the area of its
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operations, or the ability to get one to the spill area wthin
24 hours of a spill. The task force also recomended all ow ng
alternative nethods of calculating fuel volune that would be
subject to the response-planning standard. M. Rogers specified
the c-plans required of this industry as the follow ng: a
statenment of financial responsibility; the designation of a
qualified individual who can make decisions on behalf of the
vessel owner; a response action plan for the vessel, consisting
of initial notification procedures; a contract with a PRAC who
could respond to a spill; a contract with an infinite nanagenent
team contractor who could manage the incident; and a requirenent
that the vessel neet international nmaritine standards set by
treaty and federal |aw

MR. ROGERS described alternative nmethods of conpliance, stating
that the vessel owner can have sonme conbi nation of contract and

equi val ent resour ces, and choose to denonstrate to the
departnent that they have those equivalent resources and the
ability to respond to a spill. M. Rogers continued:

The recomendations allow use of fleet plans covering
mul tiple vessel[s] and of a generic plan devel oped by
a response plan facilitator [RPF] that could be
activated, for exanple, when a spot-charter vessel
cones into Al aska waters on short notice. That woul d
allow that plan to be adopted rapidly and not i npede

the work of the vessel. The recommendations include
tight tinmeframes for review by DEC and provisions for
drills and verification by DEC The prevention

reconmendations are all voluntary, but do provide sone
recognition for those vessels that go above and beyond
t he basic conpliance requirenent.

Finally, in the area of the Al aska Railroad, the task
force endorses the Alaska Railroad's risk analysis
process, and recommended that the railroad go through
the standard [ contingency plan] process required of
ot her regul ated i ndustry.

MR. ROCERS detailed the section by section analysis of CSHB
55(TRA) as foll ows:

Section 1, beginning on page 1, line 10, ... was
originally a letter of intent, recomrended by the task
force. The Transportation Commttee adopted it into

the legislation, basically to set sone paraneters for
t he adoption by DEC of regulations that they would be
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in line with the recomendations of the task force
Sections 2 through 4 ... |imt the civil liability of
oil spill response action contractors, covering the
new oil discharge prevention and contingency plan for
nont ank vessels and railroad cars.

Section 5 expands the definition of response action to
contractors doing infinite managenent team services

and [RPF] services. This [is] a fairly inportant
section in order that the regulated industry wll be
able to contract with individuals to provide these
servi ces.

Section 6 anends last year's legislation to nake it
identical to the tank vessel |egislation adopted sone
years ago, so that we don't have slightly different
definitions between the two.

Section 7 extends +the existing innocent passage
exenptions [in AS 46.04.055(c)] to nontank vessels.

Section 8 is the primary section of the bill on the
contingency planning and sets forth the contingency
pl anni ng process for nontank vessels. The sectional
analysis ... goes through those details. | can do

that if there are questions.

Finally, Section 9 authorizes DEC to do its
verification process.

Section 10 requires [that the] |I|ieutenant governor
certify to the Revisor [of Statutes] the effective
date of the regulation

Section 11 is the effective date cl ause.

MR. ROCERS stated that the task force recommends that the House
Resources Standing Committee adopt this legislation "as it now
stands. "

Number 2659
REPRESENTATI VE STEVENS asked how [vessel] owners prove to DEC
that they are adequately covered by insurance or have the

financial neans to cover the cost of an oil spill.

MR. ROCGERS replied:
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The financial responsibility section of last year's
bill actually went into effect Ilast Septenber 1
[ 2000] . It requires a filing with DEC that vessels
began making late in August of last year that shows
that they have the financial wherewithal to clean up a

spill. And | think Larry D etrick can detail exactly
what those requirenments are, in terms of the
docunent ati on. In terms of needing this year's
| egi sl ation, ... a contract in force is what's
required and that, tied with last year's |egislation
and the financial responsibility, | think, gives the
state sufficient docunentation that, in fact, the

financial wherewithal is there.
Number 2730

REPRESENTATI VE GREEN asked why the task force cane up wth
reconmendati on nunber 31 [on page 29 of the task force report],
which indicates that the "471" fund should be used to cover
costs rather than charging the applicant.

MR. ROGERS replied that the task force recognizes that
i npl enenting this legislation will inpose costs on the regul ated
i ndustry, through the requirenent of the follow ng: the boom
that would be required within 180 days after the regulations are
adopted; the skimer that will be needed to deal with persistent
oil spills, which probably "can be transported by air;" and the
contract with the oil spill co-op, or equival ent resources.

MR. ROGERS recognized that the prevention aspect of the "470"
fund was designed specifically for prevention of oil spills. He
said that the task force nenbers - which included, in addition
to nmenbers of the regulated industry, folks from the petrol eum
distributors, transporters, and two oil producers - felt that
using funding fromthe "470" fund for oil spill prevention would
be appropriate, since that fund was originally laid out for that
pur pose. He added that wusing "470" nonies helps spread out
total costs, stating that attenpting to pass this legislation
t hrough [ ADF&G s] general fund woul d prove nore problematic.

Nunber 2850
REPRESENTATI VE GREEN nade brief nmention of the "bloodletting”
which resulted in "the tw- and three-cent split" during the

creation of the "470" fund. He asked if the "470" fund was
created primarily for the oil industry.
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BRECK TOSTEVI N, Assi st ant Attorney General, Envi r onnment al
Secti on, G vil Division (Anchorage), Depar t ment of Law,
testifying via teleconference answered Representative Geen's
guestion with the follow ng statenent:

In 1994, as you know, the fund was divided into two
accounts: a response account and a prevention
account . And one of the wuses of +the prevention
account was to fund DEC s review of contingency plans.

MR  TOSTEVIN, in further response to Representative G een,
clarified that the contingency plans were regarding the oi
i ndustry.

Nunmber 2918

REPRESENTATI VE GREEN returned to the subject of the tw and
three-cent split in order to denonstrate that there nay be costs
unrelated to the industry that pays. He pointed out that a
significant anount of the "470" fund was appropriated to pay for
the Kennicott ferry, which was intended to be used as a
communi cations center and spill equipnment carrier during an oil
spill; however, the Kennicott has not been used as such.

TAPE 01-10, SIDE B
Number 2961

REPRESENTATI VE GREEN expressed concern about the fairness of
allowing the railroad and as nany as 900 vessels to be exenpt
from paying a portion of the c-plan review. Although the mgjor
oil companies have agreed to pay that cost, he questioned the
fairness of that plan, and conpared it to charging one person
for another person's use of a park. He asked if there was a
significant nunber of "oil people” involved in the task force.

PAUL FUHS, Task Force Menber, testified in support of CSHB
55(TRA) . He said he has served as a Marine Technical Advisor
and a liaison to the [oil] industry for the task force. He
replied to Representative Geen's question with the follow ng
statenent:

The industry didn't ask for this regulation, but yet
was willing to go along with it last year and say, "OK
we'll accept that we know other states are doing it,
and it's a responsible thing to do." Some of the
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| arger vessels are carrying quite a bit of oil, sone
of it persistent oil; it can really cause a |ot of
envi ronnment al damage. So ... they said, "Let us have
this task force and work through it, so that we can
try to find efficiencies.”

Wwll, DECs first fiscal note was $585,000 on this.
And through the efficiencies we found through the task
force and through private sector solutions to try to
pick up alnost all of this through creation of a new
mari ne exchange [and] use of vessel agent, DEC s |ong-
termfiscal note is down to $141,000 on this. There's

a couple years where there's a surge of all these
plans conming in, where they're going to need a couple
of tenporary enployees, so the industry will bear the

brunt of the cost of this. And when we |ooked at it -
the problens with the general fund and attenpts to

reduce there, issues there - what we |ooked at was
what was a possible funding source where the
governnment could partner with industry on this. So

the "470" fund was established to l|ook at narine
pol l ution issues.

Now, [the "470" fund has] been used for a |ot of other
t hi ngs. And, Representative Geen, | was around when
we went through this battle, and [I] renenber a |ot of
this, and there were attenpts to use the fund for
ot her than prevention and response. Wwen we talked to

the oil industry people about this, their view of it
was, "Well, when we split the two cents off, and at
| east we've capped that, it's at 50 mllion and that
tax wll stop." They figure they're going to pay that
three cents forever. Wat really drives themwld is
when you go and try to use it for sonething that's not
really pollution prevention and response. [ CSHB
55(TRA)] ... neets that requirenent. And so that's
why ... if we didn't spend this noney, it's not I|ike

it's going to save them (indisc..) three cents or
they're going to get it back, or sonething like that.
At least this is wthin prevention and response, which
the fund is neant for.

So, | think that was the overall logic of it, kind of
a cost-sharing and partnership with industry on this.
They're going to by far bear the brunt of the cost of
it. And we tried to hold the cost down as nuch as
possible, knowing that ... issues of even adding

HOUSE RES COW TTEE - 18- February 12, 2001



addi ti onal enployees, even if they're paid for by the
"470" fund or user fees, was going to be an issue with
sone people in the legislature. So, the task force
did its very best to hold those costs down and cone up
with sone kind of a partnership that could work. And
believe nme, this wll inprove the safety net. The
fact that if you have an incident, you don't have to
wait for your insurance conpany, or themto call their
| awyers or negotiate wth sonebody, as soon as
sonet hi ng happens sonebody imediately goes out the

door to respond to it. This is a significant
i nprovenent in what we have now for sone of these
| arge vessels. So, that was kind of the overall |ogic

of it, when the task force cane to it; there was quite
a bit of discussion about this.

Number 2759

REPRESENTATI VE GREEN stated that he agreed with the concept, but
did not agree with the oil conpanies paying the brunt of the
costs. He said that the nunber of ships after the initial surge
woul d be 169, with a cost of $141,000 a year. That's an average
cost of $1,000 per ship a year. Representative Green said that
he found it "preposterous"” that profit-making vessels couldn't
pay that anount of nobney to review a c-plan. He specified that
it was not that the oil conpanies are not able to pay; it was an
issue of fairness to all involved. He said, "Those people who
are subject to spill should be paying equally."”

MR D ETRICK replied that BP and Tesoro representatives were
anong those on the task force, and that their attendance

was excellent. He said that they were part of the decision-
maki ng process and "agreed with the approach, knowing full well
that they're the three-cent contributor to all of this.” I n
regard to the fairness issue, M. Detrick admtted, "a very

| arge percentage of the contingency plans that cone in to the
departnment right now are already from people who are not
contributing to that three-cent surcharge, they're piggy-backing
on the crude oil surcharge.”

MR DIETRICK referred to a previous coment by Representative
Green concerning the Kennicott ferry, wth the followng
statenent :

the Kennicott is a very unique vessel now, and it

is on call, as is all of our other ferries now
[through an] agr eenent . with DEC and [the
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Departnent of Transportation and Public Facilities].

W can, literally, t hrough  our state on-scene
coordinator, pull any of the ferries off-line on a
phone-call basis, to enploy it in any kind of a |arge
response. It will take a large [spill] to activate

these vessels, but even the Kennicott has Dbeen
designed with unique features that would allow it to
be a commanding control platformin renote area[s] of

the state. It's the only ocean-class vessel. ... One
of the nost limting things in keeping [a vessel] on
station to junp-start a spill was water availability,
oddly enough; it wasn't fuel, it wasn't provisions.

And so [the Kennicott] has its own water-mnmaking
capability, because one of the design factors is for
it to be able to remain on station for up to 20 days,
initially, wuntil such time as replacenment resources
[arrive].

So, that was also three-cent crude oil charge. So, |
think you're right - is [the fact that just the crew
producers are paying this fee] fair? Well, it's not
fair. On the other hand, | think ... the task force
menbers from the crude industry ... do see a potenti al
gain down the road, in that these 900 nontank vessels
are likely to use our response co-ops. (Indisc.) today
(indisc.) over the Ilast 10 years, to neet the
requirenents for the existing regulated industry. By
adding [these] vessels you're increasing the base
support of those co-ops, so you're going to spread the
cost of those co-ops. So, | think there is sone
potential down the road here that the crude industry
recognizes that by a greater sharing in their
preparedness costs for these co-ops that have evol ved
over tinme, that they could actually see a reduced rate
down the road. That's one of those market efficiency
t hi ngs. So, | think there was a lot of things that
went into the thinking and the discussion here to see
if there would be sone paybacks down the road. I
think this approach is unique, using existing marine

infrastructure to solve it. And we're trying to
strengthen it J[and] at +the sane tine have nore
participants play in it. So, we're hoping that the
different arrangenents that are mde wll actually

result in a better safety net, at a |ower cost,
because we have nore players. And | can't translate
that into actual cost for you, but I think it's those
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kinds of things that l|lead them to agree with the
concept, perhaps.

Nunber 2483

REPRESENTATI VE CGREEN reiterated his previously stated concern,
by reading recommendati on nunber 31, which recomrends that the
nontank comunity "should not be charged user fees to support
the nontank program"” He stated that it really bothered him
that the state has not conme to the point of saying "enough
al r eady. There is enough sucking off this industry-supplied
noney." He commented that Alaska is inplenenting nore and nore
user fees within the state and to its visitors, so why not
charge the vessels, instead of maeking the oil conpani es pay.

Number 2384

MR. ROGERS addressed Representative Geen's concerns about the
funding issue by saying he understood the points that he had
rai sed. He commented that he thought that the task force was
"l ooking at a balancing of costs and an attenpt to recognize
that this inposes costs on the regul ated industry.”

Number 2360

MR, FUHS stated the following in response to Representative
Green's previous question

"Where does it stop?" \Were it stops is at the three

cents a barrel. The departnent cannot spend nore than
the three cents generate. And that was established by
the legislature, and | think the industry |ooked at
that. The legislature established that three cents to

deal with prevention and response issues, and we felt
like, at least this request did directly relate to
prevention and response. And | think that's one of
the reasons why the industry |ooked at that in a
favorabl e way. No one was saying, "Let's put new
taxes on the oil industry to pay for this.” But since
the fund does exist, established by the |egislature,
and it qualified, it seemed it was a legitimte cost-
sharing for a program that was prevention and
response.

REPRESENTATI VE GREEN recalled what a "bloodletting” session it

was when the decision was being nade between the two- and three-
cent split. He remarked that at the tine the three cents was
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deci ded upon, the state was shipping out over "two mllion" a
day, whereas the anobunt being shipped out today is under one
mllion, and decreasing. He said "the three cent going in is
going to deplete, with nore and nore sucking fromit, and |ess
and less going in." Representative Geen asked if we were going
to go back to the industry and ask for four cents when we
realized that we were spending nore than we thought. He stated
that he had a problemw th the fiscal note: "They m xed an EVOS
[ Exxon Valdez O Spill] noney in there that is going to dry
off." Representative Geen said:

|"m just concerned that we |ook at the fiscal note; we
really decide as a commttee we don't mnd charging

one industry to do another industry's business. | f
that's really what we want to do, so be it. "Il be
voting against it, but just so you know, | don't think

that's fair.
Number 2251
CO- CHAIR SCALZI asked if the creation of this legislation was

born of the need to regulate gray-water discharge from cruise
shi ps.

MR FUHS replied no. He explained that the drive for
| egi sl ation was the result of sone cruise ships running aground,
as well as the MV Kiroshima, the Japanese vessel that went

aground in Dutch Harbor.

MR D ETRICK added that "it was also the (indisc.) on [the]
Oregon coast, and so all Pacific Wst Coast states and British
Col unbia have now adopted progranms for nontank vessels as a
result of a number of incidents from each kind of vessel, up and
down the coast."

CO CHAIR SCALZI said that the private sector, although not being
asked to pay for this program would have costs involved wth
suppl i es, mai nt enance, and training. He asked if any
consi deration had been given to those costs.

MR. FUHS answered that an exact figure is not avail able. He
explained that nobst are expected to join a co-op, because it
wll be the nost cost-effective plan. The co-ops cannot give a
cost estimate until they know how many people wll join. He
said the bill does allow participants to neet the requirenents
t hensel ves, but they do not know ahead of tinme how many people
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will choose to do that. He nmentioned a fiscal note from the
Al aska Marine H ghway System (AVHS), and sai d:

They' ve got ten vessels: seven in Southeast, two out
West, and one that goes in between. And their yearly
fee is $23,500 to cover those vessels wth the

existing oil spill co-ops. Now they'll have sone
additional training and drills, and they' Il need to
show that they have contracted wth an incident
command co-op, which ... [is] being formed - the
Mari ne Exchange. So, that kind of gives you a range
of costs. It's substantial, but it's not really
crippling, because of the way that we allowed
streanl i ne cont i ngency pl ans; t hat everything's
streamline (indisc.). If you're a tanker vessel, your

c-plan is probably six inches [of stacked pages] deep.
If you go with this streanline nobdel your c-plan
should be no nore than two pages long. And that's ..
how we're able to reduce the fiscal note and reduce
t he nunber of DEC personnel, except to actually review
t hese c-pl ans.

MR. FUHS, in response to Co-Chair Scalzi, clarified that there
is a surcharge for how nmuch fuel each vessel is carrying, which
is based on a risk factor through the co-ops; therefore, the
| arger vessels, container vessels, and oar ships wll be paying
nor e.

Nunmber 2056

CO CHAIR SCALZI expressed his wunderstanding of Representative
G een's aforenenti oned concerns. He said he could perceive how
| egislation could eventually be extended to cover snaller
vessels that would not be "as fiscally strong to handle that
kind of thing." He asked if the task force had discussed
whet her or not the Al aska State Coast Guard (ASCG should be
operating the programinstead of DEC. Co-Chair Scal zi remarked,
"Being in the marine industry, | know that they're pretty nmuch
the organization that | find has the nobst efficiency in
regul ating the maritinme industry.”

MR. DI ETRI CK answer ed:

Currently, under ... OPA, the Ol Pollution Act that's
passed at the federal Ilevel, these vessels are not
regulated, in that they're not required to have

contingency plans, contracts with a bonafide response
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cooperative with a specified response capability, et
cetera, which is why the Wst Coast states have
stepped in to fill that gap.

CO CHAI R SCALZI said that he knew that the ASCG was not involved
in reqgulating OPA He restated his question regarding whether
or not there had been any discussion in the task force about
contracting with the ASCG for its services in overseeing the oi
spill prevention and restoration plan.

MR. DI ETRI CK r esponded:

In terms of what's happening at the federal |evel,
that would put the [Al aska State] Coast Guard in that
position, there's been one bill introduced to date, at

the federal level [in] the last session, that is much
nore stringent and restrictive than what the Al aska
package is. Now whether or not that noves -- and that
woul d effectively end [OPA] to put the [USCG in the
business of regulating these nontank vessels under
federal law. The other point to this is we do have an
operating agreement with the [USCG in Alaska. That

there's a DEC -- we have a nenorandum agreenent that
is very conprehensive, that covers all aspects of the
activities in the oil spill prevention response world
and how we coordinate, comrunicate, and get together
on a response. So, we're both operating under that
agreenent and that's what we use to coordinate our
activities. And | presunme that wll continue until

such tinme as there is sonething passed at the federa
| egislation that would actually put them in the
driver's seat, | think

CO CHAIR SCALZI asked M. Dietrick to reiterate information he
had shared in an earlier Departnment of Transportation and Public
Facilities neeting, regarding the effects of the $141,000 on the
budget and the possible necessity for budget cuts.

MR Dl ETRI CK sai d:

In discussing the fiscal note and the long-term
viability of the response fund to be able to support
this, we did look at the "out year" cost, once we're
over the hunp here, of $141,000 per year, against

projected revenues from the response fund. And in
fact, as we discussed earlier, [Legislative] Finance
has just recently done a projection for [fiscal years
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2002, 2003, and 2004] to look at the balances at the
end of these fiscal years to see whether or not it's

support abl e. The three-cent surcharge on crude oil
producti on in t he State of Al aska generates
approximately $9 to $10 mllion a year, on an annual
basi s. That's with the projected revenue forecast
from the Depart ment of Revenue, the farthest
[forecast] of which goes out now 'til the year 2010.
The departnent uses those projections in its budget
pr eparati on; we accept t hose esti nmat es t hat
[ Departnent of] Revenue makes on crude oil production
and the revenues that it wll generate. So |ooking at

the $141,000 in the "out years" as the |ong-term cost
of the state for conducting this program as a
percentage of the ... revenue generated by the three-
cent surcharge of approximately $9 to $10 mllion
dollars a year, roughly in that neighborhood, this is
about one and one half percent of what the surcharge
generates on an annual basis, at l|least up to alnpst
2010.

"What are the other things that may be reduced in the
"out years' [before] the response fund ends?" | think
that's a very good dial ogue because we need to | ook at
t he response fund, and we have been |l ooking at it on a
| ong-term basis, as opposed to a one-tine fiscal year

basi s. Some of the other things that we see in the
future that would be reduced fromthe fund will be the
effects of Senate Bill 128, which was passed two years

ago, which significantly reduced the net worth
threshold for parties who were eligible for financial
assi stance from | eaky underground storage tanks. So
the possibilities that the demand to conpensate, or
for |eaky underground storage tanks wll be reduced |
think is better. It took ten years for the state to
neet the 1998 deadline to renove all the |eaking tanks
in Al aska. That was a |andmark event, and indeed,
Al aska hit al nost 100 percent of that on the deadline.
So, all of our |eaky underground storage tanks, of
which there were about 7,000 in the state, have been
pull ed and replaced now with new up-to-date tanks.

So, [with] the financing that the fund provided for
that, we're over the hunp on that. Now, we still have
sites that have contamnation left ... for which the
contam nation has been cleaned up, but that's an
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exanple of the kind of thing where the demand on the
fund will be going down.

Anot her exanple is the rural above-ground storage
tanks in Alaska. The fund was initially used back, |
think, in '94, as well. Wen the [US] Coast Quard
threatened to shut down fuel deliveries to the rura
bul k fuel [tank] farns in Alaska, they cut a deal wth
the state, [they] said, "If you initiate a programto
start fixing these, we won't pursue our shutdowns."
The response fund was tapped at that tinme to provide
seed noney to start sone repair work at these, and
it's been contributing to that over tine.

Last year the Trans-Al aska Pipeline Liability Fund was

split, and it ... was returned to the state. And $20
mllion was returned to the state through the Denali
Comm ssion to go to work on replacing above-ground
rural storage tank farns. And $18 nillion was
earmarked for renediation for cleanups at those sites
where |eaks had occurred. So we now have two

significant revenue streans for sonmething that the
response fund had provided seed noney for, which wll

again, | think take sonme pressure off the response
fund to do that. O course, as you know, that's [an]
estimate to replace all those in an excess of $200
mllion, so there's no way that the response fund
could have taken care of that job at the levels it's
at . There are those things that | think will cause
the pressures to be reduced on the fund that wll
enhance ... maintaining the bal ance over tine.
Nunmber 1584

CO CHAIR MASEK read directly from page 2 of the new fiscal note,
and asked what the "newy formed Marine Exchange" is.

MR. FUHS answered that it existed before the inception of the
task force and it served to unite the maritime industry to serve
its best interests. Wen the task force was fornmed, there was a
need for incident comand. M. Fuhs said that the spil

response co-ops wll respond, but the insurance conpanies and
ship owners want a responsible party (RP) to gauge what the
right amount of response is and assure that the spending does
not go unchecked. He talked about the capabilities of the
tanker conpanies who have their own capabilities to nmake those
deci sions in-house, versus the smaller ship conmpanies, for whom
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"the only reason [they] have oil on board is because it nakes
the ship go." WM. Fuhs stated that the reason the co-op exists
is so that the small conpanies don't have to hire "three or four
new people” to deal with incident command. He said that the co-
op will use transponders on vessels to aid in response and that
that information would be nmade available to the USCG  He said,
"It's a specialized facet of this that really wasn't covered
and that's why the Marine Exchange ... is going to handle that
portion of it."

Number 1425

MR DI ETRICK, in response to a question from Co-Chair Masek,
gave a sumuary "of the logic behind the fiscal note.” He noted
that the "phase-in" time for the bill's legislation is "rather

extended, " explaining the reason is to allow sufficient tinme to
get the regulations in place, which is the main goal in fiscal
year 2002. He said that the follow ng contingency plans will be
put into effect in 2003 and carry through to 2004: t he
registration of the PRAC the training activities; t he
prevention credit program and the electronic posting. The peak
years of activity will be 2003 and 2004. M. Fuhs expl ai ned
that the permanent, full-tinme positions are increased by one
until 2003. A couple of positions were reduced to tenporary in
2003 and 2004, out of consideration that in 2005, after the main
activity had taken place, those positions would no |onger "stay

on the books.™ He said that the task force hopes that the
program will reach its plateau by 2005, saying "the industry
actually gets a two year period after regulations to ... bring

the last of the equipnent on-1line. And that was out of regard
for them wanting to have two budget years, essentially, to
spread the capitalization costs; it was another way to nake it
affordable to the industry.” M. Fuhs said that the task force
woul d assess the activity workload in 2004.

Number 1295

CO CHAI R MASEK pointed out that there were at |east five people
fromthe petrol eumindustry who served on the task force. Anong

those industries that would be inpacted by the bill, she I|isted:
contai ner ships industry; noncrude; spot charter; cruise ship;
crude industry; and seafood processing. She asked about a

seaf ood agent nanmed Jeff Thonpson (ph).

MR. FUHS responded:
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That is a vessel agency, and they're the ones that
clear all the foreign vessels. And their concern was

over spot charters. You mght not know even a week
before, what vessel's going to conme for your fish or
your iron ore. So that's how we needed a streaniine

process. They would hold a generic contingency plan,
and when that vessel would cone in, they'd have to
sign on that the departnent would turn that around in
five days. That's the commitnent they've nmade to
clear a spot charter vessel, to nmake sure that we
don't interfere with commerce and delay any of those
vessel s.

MR. FUHS, in response to a question from Co-Chair Masek, said:

Representative Green raised a very good point, and I
renmenber all of this when people were proposing things
that really had nothing to do wth prevention and
response. And | think when we split the nickle, that

was an historic conprom se. | think if anybody would
go back and try to add to that or change it, | think
you know where that'd go, that would go straight to
the trashcan in a heartbeat. And that's just talking
political reality. ...l don't really think it affects
the oil industry that nuch; they pretty nuch accepted
the three cents and they'd like it to be used for
prevention and response. Who the costs will really
hurt are our industries in this state that are
mar gi nal i ndustries. And right now our fishing

i ndustry, because the prices are down, sone of the
stocks are down, if you start putting additional costs
on to the transportation industries, they're going to
pass those along, straight to the custoner. And so
the fishing industry gets a double whany. Sonme of
their ships have to neet these requirenents and pay
that, and pay higher shipping costs because their
carriers are also having higher costs because of this
regulation. And that's why people were really nervous

about this. The tinber industry, our costs are down
and our volunes are down, so you don't get the econony
to scale. Red Dog's still chugging along OK, but the
price of gold and silver is down. So there is not a

lot of margin in these industries to say that

"just wite a blank check and you guys are going to
pay for it." It would have inplications through[out
all] resource industries throughout the state. That's
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why so much enphasis was put on trying to contain the
costs for the industry on this.

CO CHAIR MASEK commented that it seenmed that the task force and
agencies involved had wrked hard together to reach a
conprom se. She said that the plan is flexible and gives the
| egi sl ative body the power to conme back and make changes if
needed. She stated that the issue needs to be dealt with right
away. She acknow edged Representative G een's objections to the
bill. Co-Chair WMasek expressed that she is happy to see that
"the private industry is trying to form co-ops, so that in the
future they can be able to pay the fees that are necessary and
not have to go back into the state for funding."

Nunmber 0902

MR. DIETRICK stated that the reason the task force was created
| ast year was due to "the debate about the affordability and the
mar gi nal economcs of this group of vessels.” The task force
| ooked at every possible nethod of keeping the costs down in
order to benefit the state "by getting them to participate in
the safety net, but to do it in a way that was affordable.” He
said the plan is sustainable by the surcharge.

CO CHAIR MASEK read the follow ng segnent of Section 8 from the

sectional analysis prepared by Breck Tostevin: " ... new
provisions requiring oil discharge prevention and contingency
plans for nontank vessels and railroad tank cars transporting
oil in order to inplenent the response planning standards
adopted by the Twenty First Legislature ... " She said "that
portion there would reflect to a lot of the discussion that
we've had here in this commttee today." Hearing no questions

from those witnesses in the roomor via tel econference, Co-Chair
Masek closed the neeting to public coment and opened up
conmi ttee di scussion.

Nunber 0713

CO CHAIR SCALZI stated that, after having had the chance to
interview nenbers of the industry and representatives of the
task force, he thinks the bill should be noved forward because
of its "broad support.” He said he had sone of the sane
concerns as Representative Geen regarding funding and future
regul atory changes that could occur; however, he does not want
to "hanper" such a well-supported bill because of sonething that
may happen in the future.
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Number 0601

CO CHAI R SCALZI noved that CSHB 55(TRA) be noved from conmittee
with individual reconmendations and attachnments. There being no
objection, CSHB 55(TRA) was noved out of the House Resources
Standi ng Conm ttee.

CO CHAI R MASEK announced the follow ng neetings: a Federal Co-
Managenment overvi ew on Wednesday, February 14, 2001; and a joint
neeting wth the House Special Conmttee on Ol & Gs,
concerning the Alyeska Pipeline, on Thursday, February 15, 2001.
She invited Representative Fate to introduce a topic.

Number 0500

REPRESENTATI VE FATE referred to the change in 1994 from vill age
status to tribal status. He stated that the topic is very
applicable to the House Resources Standing Commttee, since it
is about federal and tribal co-nmanagenent of gane, as well as
t he subsistence issue. He recommended that the House Resources
Standing Conmttee consider having an overview regarding this
subj ect .

CO CHAIR MASEK asked if the conmttee had any interest in a
tribal overview.

CO CHAIR SCALZI suggested incorporating that into the co-
managenment overvi ew.

CO CHAI R MASEK i ndi cated that Co-Chair Scal zi's suggesti on would
be consi der ed.

ADJ OQURNMVENT

There being no further business before the commttee, the House
Resources Standing Committee neeting was adjourned at 3:05 p.m
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