


WALTER J. HICKEL

GOVERNOR

Statis 0Il— A laska
OFFICE OF THE GOVERNOR
«JUNEAU

April 10, 1992

The Honorable Richard I. Eliason
President of the Senate

Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear President Eliason:

Under the authority of art. I1ll, sec. 18, of the Alaska Constitution, I am
transmitting a bill to create the Exxon Valdez Oil Spill Restoration Endowment and
to provide for the financing of oil spill restoration projects.

The bill establishes the Exxon Valdez Qil Spill Endowment as a special trust fund
and public enterprise of the state. (See proposed AS 46.05.010.) The
endowment would be managed and administered by the state attorney general, the
commissioner of natural resources, the commissioner of environmental
conservation, and the commissioner of fish and game. (See proposed

AS 46.05.020.)

The endowment would consist of money appropriated by the legislature for the
benefit of resources injured as a result of the Exxon Valdez Oil Spill. The
legislature is authorized to appropriate amounts equal to restitution paid to the
state as a result of the approved criminal plea agreement between the United
States and Exxon Shipping Company and Exxon Corporation. (United States of
America v. Exxon Corporation and Exxon Shipping Company, United States
District Court, District of Alaska, case No. A90-015 CR). (See proposed

AS 46.05.040.) The bill requires that the endowment be invested by the
Department of Revenue, but makes the net income available for distribution to

finance restoration projects.

Finally, the bill authorizes the state trustee advisors to pledge income of the
endowment to finance restoration projects and pledges the state to not impair the
contract rights of holders of contractual obligations for restoration projects
funded by the endowment. (See proposed AS 46.05.060.) This section of the bill
should allow the state trustees to pledge income for large restoration projects
such as the purchase of inholdings and timber rights within Katchemak Bay State

Park.
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By allowing the net income generated from investment of the trust corpus to be
available to restore the resources injured as a lesult of the Exxon Valdez oil spill
while protecting the corpus of the trust, | believe that the endowment provides
the appropriate balance between the restoration needs that we perceive today and
those that will only become apparent in the future.

lurge your support for this important legislation.

Sincerely,

Governor



FISCAL NOTE

STATE OF ALASKA $ BILL NO. SB 466
11992 LEGISLATIVE SESSION
[Revision Date:  4/23/92 Department Affected: Revenue
iTitle: An net creating the Exxon Valdez Qi! Spill Restora- BRU: Operations
tion Endowment: providng for the financing of oil spill... Component: Treasury Management

ISponsor: Governor Hickel

IRequestor: Component Serial No
0 12 1
OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 5.0 5.0 5.0 50 5.0 5.0
SUPPLIES
EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 50 50 50 5.0 5.0 50

CAPITAL

REVENUE

FUNDING: (Thousands ol Dollars)

GENERAL FUND/Unrestricled
FEDERAL FUNDS

OTHER 50 50 50 5.0 50 50
TOTAL 50 5.0 50 5.0 50 5.0
FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: The 5.0 expenditure in totai operating costs is the basic contractual costs for a trust managed by the Treasury Division
Contractual costs would consist of internal investment management, accounting and custodial services. Future cost increases are
dependent on tfie asset growth of the trust fund from contributions and market gains.

Prepared by: Brian C. Andrews, Deputy Commissioner Phone:  465-2300
Division: ~ Treasury Date: April 23. 1992
Approved by Commissioner:

Agency:  Revenue
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
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DATE: April 24, 1992

TO: Senator Jones, Chairman
Senate Resources

FROM Angela Wickham
Cook Inlet Seiners Association

The Cook Inlet Seiners Association (CISA) strongly encourages Senate
Resources to reject Senate Bill 466/67 and companion bills 579/80 in the
House. CISA, along with many organizations and individuals, has worked
diligently towards a collective effort in creating a comprehensive legislative
package aimed at restoration and enhancement efforts of oil impacted areas
due to the Exxon Valdez spill. The language and intent of HB 411 embodies

these efforts.

CISA is very concerned with the recent introduction of the Administration’s
“endowment bills.” Not only are they completely void of responses to the
impacted areas, Prince William Sound, Kodiak, and Cook Inlet, they do little
in ensuring the expedition of funds. This late - hour attempt does little more
than convolute other efforts that have garnered wide spread support, such as
HB 411, SB 379.

Additionally, CISA requests that any discussion of these bills receives the
courtesy of a teleconference hearing. The people of Alaska, your constituents
have a right to be part of these discussions.

Thank you for the opportunity to comment. Ifyou have any questions
concerning HB 411 and its components, please do not hesitate to contact our

office.



Southeast Alaska Conservation Council
SEACC 419 Sixth Street, Suite 328  Juneau, Alaska 99801 (907)586-6942

Southeast Alaska Conservation Council Testimony on
SB 466 and SB 467

Senate Resources Committee - April 24, 1992

Good afternoon, my name 1S Theresa Svancara and I am
representing SEACC, the Southeast Alaska Conservation Council.
We have over 1,000 members across Southeast Alaska from Ketchikan

to Yakutat.

SEACC opposes Senate Bill 466, Governor nickel"s bill to create
an endowment with the $50 million Exxon Valdez oil spill criminal
penalty. This bill, by locking up the $50 million and allowing
only the interest to be spent on restoration projects, blatantly
defies the intent of the settlement.

The plea agreement 1is very clear that the criminal money 1is to be
made available IMMEDIATELY for restoration. Mr. DeMonaco, the
federal attorney, states in the plea agreement, "The plea
agreement provides an immediate infusion of money needed to
continue the work of restoring the Prince William Sound and the
Gulf of Alaska, while the Consent Decree provides money over the
long term to insure that the restoration work can continue over
time to heal the damages caused by the Exxon Valdez oil spill."

So 1t is clear the Governor®"s bill does not meet the intention of
the settlement and we urge you to vote against SB 466.

We also oppose SB 467, the Governor®s bill to appropriate money
from the Exxon Valdez endowment for the Kachemak Bay buyback.
While we support the buyback this bill fails to consider the
needed restoration in the remainder of the oil spill impacted

area.

Il urge you to vote against both SB 466 and SB 467. 1 encourage
you to support HB 411 which responds to the immediate need of
restoration and incorporates what the people in the spill
affected area want.

PELICAN FORESTRY COUNCIL = FRIENDS OF BERNERS BAY, Juneau < WRANGELLRESOURCECOUNCIL * SITKA CONSERVATION SOCIETY
FALSE ISLANDKOOK LAKE COUNCIL Teiukcc Springs * LYNN CANALCONSERVATION. Haines * TAKU CONSERVATION SOCIETY. Juneau
NARROWS CONSERVATION COALITION, Pcicnliutg <« FRIENDS OF GI-ACII.R HAY. Gusuvus = TONGASSCONSERVATION SOCIETY. Keichikan

ALVSKA SOCIETY OF AMERICAN FORESTDW FI LERS. Point; Baker < JtINI AL1GROUP SIERRACI.UH <« YAKUTATRESOURCECONSERVATION COUNCII



CHARLES A. De MONACO

Assistant Chief

Environmental Crimes Section

Environment and Natural Resources
Division

U.S. Department of Justice

P.0O. Box 23985

Washington, D.C. 20026-3985

(202) 272-9879

Attorney for the United States of America

IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF ALASKA

UNITED STATES OF AMERICA
NO. A90-015 CR.
Plaintiff,

V*
EXXON CORPORATION PLEA AGREEMENT
and

EXXON SHIPPING COMPANY,

N\ A\ A AN N\

Defendants.

l. INTRODUCTION

This document contains the complete plea agreement between
the United States of America, plaintiff in the above-captioned
action, and the defendants, EXXON SHIPPING COMPANY ("EXXON
SHIPPING"™) and EXXON CORPORATION ("EXXON™).

A The defendant, EXXON SHIPPING, 1is charged 1in Counts
One, Two and Three of an indictment filed in the District of
Alaska with violations of the Clean Water Act, Title 33, United
States Code, Sections 1311(a) and 1319(c)(1)(A); the Refuse

Act, Title 33, United States Code, Sections 407 and 411; and



the Migratory Bird Treaty Act, Title 16, United States Code,
Sections 703 and 707(a).-

B. The defendant, EXXON, 1is charged in Count Three of an
indictment filed in the District of Alaska with a violation of
the Migratory Bird Treaty Act, Title 16, United States Code,
Sections 703 and 707(a).

C. The defendant, EXXON SHIPPING, agrees to enter a plea
of guilty to the Counts in paragraph 1A.

D. The defendant EXXON agrees to enter a plea of guilty
to the Count 1in paragraph 1IB, subject to the factual basis for
the plea being that it was oil owned by EXXON, and transported
under contract with EXXON SHIPPING, that killed migratory
birds, for which EXXON had no permit.

. DEFENDANTS®" AGREEMENT AND UNDERSTANDING

The defendant, EXXON SHIPPING, 1is represented by James F.
Neal, Esq., James F. Sanders, Esq., and Robert C. Bundy, Esq-
The defendant EXXON, 1is represented by Patrick Lynch, Esq.,
Edward J. Lynch, Esq., and John F. Clough, 111, Esq. The
defendants acknowledge that their attorneys have explained all
of the elements of each offense charged against them.

A. IT EXXON SHIPPING pled not guilty, the United States
would have to prove beyond a reasonable doubt each and every
one of the following charges to the unanimous satisfaction of a
jury:

1. That on or about March 24, 1989, in the Distri

of Alaska, and elsewhere, the defendant, EXXON SHIPPING, did



negligently cause the discharge of pollutants, namely more than
ten million gallons of crude oil, from a point source, namely
the tank vessel "EXXON VALDEZ,"™ into Prince William Sound, a
navigable water of the United States, without a permit, all of
which is 1in violation of and contrary to Title 33, United
States Code, Sections 1311(a) and 1319(c)(1)(A).

2. That on or about March 24, 1989, 1in the District
of Alaska, and elsewhere, the defendant EXXON SHIPPING
unlawfully did throw, discharge and deposit, and did cause,
suffer, and procure to be thrown, discharged and deposited,
refuse matter, namely more than ten million gallons of crude
oil, from a ship, namely the "EXXON VALDEZ,"™ 1into Prince
William Sound, a navigable water of the United States, without
a permit, all in violation of and contrary to Title 33, United
States Code, Sections 407 and 411.

3. That on or about March 24, 1989, in the District
of Alaska, and elsewhere, the defendant, EXXON SHIPPING,
without being permitted to do so by regulation as required by
law, did kill migratory birds in violation of Title 16, United
States Code, Sections 703 and 707(a) and Title 50, Code of
Federal Regulations, Section 21.11.

B. If EXXON pled not guilty, the United States would have
to prove the following charge to the unanimous satisfaction of
a jury beyond a reasonable doubt:

That on or about March 24, 1989, 1in the District of

Alaska, the defendant EXXON, without being permitted to do so



by regulation as required by law, did kill migratory birds 1in
violation of Title 16, United States Code, Sections 703 and
707(a) and Title 50, Code of Federal Regulations, Section
21.11.
C. Legal Basis for the Fines
The defendants, EXXON SHIPPING and EXXON, agree,
solely for the purpose of this plea agreement and for no other
purpose, that there is a legal basis with respect to the
offenses charged in the indictment for the Court to impose the
fines agreed to in paragraph 11IC.
D. Consequences of the Plea
1. EXXON SHIPPING understands that by pleading
guilty to the Counts under paragraph IC, it is admitting the
essential elements of the charges in those Counts.
2. EXXON understands that by pleading guilty to the
Count under paragraph 1D, it is admitting the essential
elements of the charge in that Count on the factual basis set
forth 1in paragraph 1ID.
3. Each defendant understands that by pleading
guilty, it gives up the following rights:
a. The right to be tried by jury;
b. The right to challenge and object to the
composition or procedures of the grand jury; and
C. The right to confront and cross-examine
witnesses.
E. Upon acceptance of the pleas and imposition of

sentence by the Court, the United States will immediately move



to dismiss Counts 4 and 5 as to EXXON SHIPPING and Counts 1, 2,
4, and 5 as to EXXON.
. AGREEMENT OF THE PARTIES REGARDING IMPOSITION OF SENTENCE

A. The United States agrees not to seek additional
criminal charges or any civil or administrative penalties,
except as provided in paragraph 111B below, against the
defendant EXXON, or any of 1its present or former officers,
directors or employees, or any of its wholly-owned
subsidiaries, their present or former officers, directors or
employees, for any violation of federal law arising out of the
grounding of the "EXXON VALDEZ," the resulting oil spill, the
containment or cleanup of that spill, or its or their conduct
in connection with the preparation or submission of oil spill
contingency plans or related documents to the federal or state
government.

B. The parties agree that nothing 1in this plea agreement
limits the right of any agency of the United States, other than
the Department of Justice, to seek and take civil or adminis—
trative action against EXXON SHIPPING, EXXON, or any other
EXXON subsidiaries, or their employees, 1including any such
action relating to suspension or debarment or listing, but not
including the civil or administrative penalties referred to 1in
paragraph T111A.

C. The parties agree, following the entry of pleas by
EXXON SHIPPING and EXXON, and the acceptance by the Court
thereof, that the defendants shall be sentenced in accordance

with the provisions of Rule 11(e)(1)(C), Fed. R. Crim. P., and



that under that procedure the appropriate disposition at the
time of sentence 1is the imposition of fines which total $150
million, as follows:

1. With respect to EXXON SHIPPING, the fine shall be
$125 million.

2. With respect tc EXXON, the fine shall be $25

3. With respect to EXXON SHIPPING, $105 million
shall be remitted, and with respect to EXXON, $20 million shall
be remitted. The remission of these amounts 1is appropriate 1in
view of the following facts:

() The defendants recognized their responsi—
bilities with respect to the grounding of the "EXXON
VALDEZ" and the resulting oil spill;

(b) The defendants have expended in excess of
$2.1 billion in response to and clean up of the oil
spill in Prince William Sound and 1its environs;

(c) The defendants have paid in excess of $300
million to claimants allegedly injured by the oil
spill; and

(d) The defendants cooperated in the federal
criminal 1investigation of the grounding of the "EXXON
VALDEZ™ and the resulting oil spill.

(e) The defendants had earlier adopted and have
updated environmental policies, toxic substances
policies and safety policies. These policies are

attached as Appendix A;



@) The defendants support the environmental
codes of conduct adopted by the American Petroleum
Institute and the Chemical Manufacturing Association.
These codes are attached as Appendix B;

(9) The defendants®™ environmental expenditures
averaged more than $1 billion per year during the
1980s, and defendant will spend $1.6 billion in 1991
on capital projects to enhance environmental and
safety performance, all apart from the expenditures
relating to the oil spill;

(h) The defendants have committed to contribute
$50 million to fund, with contributions from other
companies, 1improvement of the oil industry response
capability to deal with large-scale oil spills;

(1) The defendant Exxon®s division for U.S. oil
and gas operations has created a New Environmental
and Safety Department to review and coordinate the
management of environmental and safety concerns;

a) The defendant Exxon Shipping has
established a New Environmental Affairs Group and
hired as Consultants two former Coast Guard captains
with oil spill experience;

(k) The d«@fendants have taken action to prevent
recurrence of the offense including actions to
improve vessel operating safety, personnel training
and oil spill response capability. $40 million has

been spent on these activities since the oil spill.



(D) The defendant are currently spending $160
million annually on environmental and safety research
which is 25 percent of Exxon®s total research
expenditure.

D. The parties agree that the fines described 1in
paragraph 111C represent the full extent of the criminal
sanctions to be imposed upon the defendants pursuant to this
agreement, and are in full satisfaction of the criminal charges
referred to in the indictment and all criminal charges or
claims for civil or administrative penalties referred to in
Paragraph 111A. The payment of $20 million by EXXON SHIPPING
and $5 million by EXXON shall fully discharge the criminal
sanctions to be imposed pursuant to this agreement.

E. The parties agree that $7 million of Exxon Shipping"s
fine and all of Exxon®"s $5 million fine be 1imposed for
violation of the Migratory Bird Treaty Act. By operations of
law, Title 16, United States Code, Section 4406(b), this fine
is to be deposited into the North American Wetlands
Conservation Fund to be used solely by the U.S. Department of
the Interior to carry out approved wetlands conservation
projects in the United States, Canada and Mexico.
1v. RESTITUTIONARY PAYMENTS

A. The defendants, EXXON SHIPPING and EXXON, agree to
make payments to the State of Alaska and the United States
which total $100 million, $50 million of which shall be paid to
the State of Alaska and $50 million of which shall be paid to

the United States, within 30 days of the acceptance of this
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plea agreement by the Court. A1l monies paid by EXXON SHIPPING
and EXXON under this paragraph IVA are remedial and
compensatory payments. Such monies are to be used by the State
of Alaska and the United States exclusively for restoration
projects, within the State of Alaska, relating to the "EXXON
VALDEZ"™ oil spill. Restoration includes restoration,
replacement and enhancement of affected resources, acquisition
of equivalent resources and services, and long-term
environmental monitoring and research programs directed to the
prevention, containment, cleanup and amelioration of oil
spills.

B. The parties agree that the administration of the
monies to be paid under paragraph I1VA shall be under the
control of each recipient and that upon payment, such monies
and any interest which accrues thereon shall be available for
the purposes described 1in paragraph IVA without objection,
challenge, or judicial or administrative review.

C. The defendants, EXXON SHIPPING and EXXON, agree,
solely for the purpose of this plea agreement and for no other
purpose, that there is a legal basis for the Court to impose
the payments agreed to in paragraph 1V as damages recoverable
for compensatory and remedial purposes.

D. The parties agree that all payments made under
paragraph I1VA are exclusively remedial, compensatory, and non-
punitive and are separate and distinct from the fines described
in paragraph 111C and from any other criminal, civil, or

administrative penalties that could have been imposed upon the



defendants.
V. GENERAL PROVISIONS

A. EXXON guarantees payment of the fine imposed on EXXON
SHIPPING under this plea agreement. In the event that
defendant EXXON SHIPPING fails to make timely payment of the
fine, EXXON shall, within thirty (30) days of the date of
demand, make payment in EXXON SHIPPING"S stead.

B. The defendants, EXXON SHIPPING and EXXON, understand
that the Court has discretion to accept or reject this plea
agreement, and that if the Court rejects the plea agreement or
does not dismiss the charges referred to in paragraph HE, each
defendant will be permitted to withdraw its plea of guilty.

C. The parties agree, subject to the decision of the
Court, that there is in the record information sufficient to
enable the meaningful exercise of sentencing authority,
pursuant to Rule 32(c) F.R. Cr. P., and agree that waiver of a

presentence investigation and report would be appropriate.
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The above-stated terras and conditions comprise the entire
plea agreement between the United States of America, defendant
EXXON SHIPPING and defendant EXXON, and there are no other

terms or conditions, express or implied.

FOR THE UNITED STATES FOR THE DEFENDANTS:
OF AMERICA:

CHARLES A De MONACO
Assistant Chief for Exxon Shipping
Environmental Crimes Section
Environment and Natural
Resources Division
U.S. Department of Justice
ROBERT C. BUNDY
for Exxon Shipping

Q4
MARK B. HARMON N
Trial Attorney Counsel for
Corporation
ERIC W. m EDWARD J.
Trial Attorney Counsel for /fexxon
Corporatiorr
MARK R. DAVIS JOHN F. CLOUGH, 111
Special Assistant U.S. Counsel for Exxon
Attorney Corporation
DATED THIS <N) day of September, 1991
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Testimony: SB 466/SB *167
Senate Resources Committee
April 24,1992

CDFU respects the Administration's intent to establish an endowment fund
with the State's criminal settlement monies from Exxon, however, CDFU cannot
support S3 466 and SB 467 for the following reasons:

1) The U.S. Department of Justice argued for approval of the criminal plea
based on immediate funding needs for resource restoration. It seems clear from the
court proceedings that the Slate's 550 million settlement was intended to be made
available for essential resource restoration projects and related activities. Locking
the settlement money up in an endowment fund does not satisfy this federal intent
and does nothing to address the critical restoration needs of damaged resources in

spill-impacted areas.

2)  The earnings from the proposed endowment outlined in SB 466 will be
minimal and SB 467 will allow only one-half of the interest earned to be expended
on restoration projects for 1993. When you compare the extent of spill-related
resource damage to the projected interest earnings from the proposed endowment,
the best that we can expect will be a nickel and dime approach to restoration. The
recently released Restoration Plan prepared by the Exxon Valde: Oil Spill Trustee
Council includes reports that describe extensive and ongoing damage to marine
mammals, seabirds and fish as a result of the Exxon oil saTl. The SS 466/467
endowment pioposal doesn't even begin to address these restoration needs.

3) CDFU is very skeptical about the efficacy of administering the endowment
fund through a group of state trustee advisors. We have seen how unresponsive and
ineffective the joint state and federal trustee council has been in administering the
civil settlement funds, and we have little confidence that a similar trustee council

would be any more efficient.

2) There is no provision for public review and comment on proposed
expenditures from the endowment fund. Requiring the trustee advisors to provide
an annual proposal for the expenditure of income to the legislature is not enough.

Finally, CDFU strongly supports HB 411 and SB 379 which propose to appropriate
the criminal settlement monies to acquire critical habitat areas and equivalent
resources, and fund a variety of resource restoration and enhancement projects,
Iliis approach will use the settlement as it was intended, whereas SB 466 and 467
wiil only create a bureaucratic roadblock to restoration efforts.





