


memorandum' 1 S T A T E  O F  A L A S K A
Department of Administration

To: Darrel J. Rexwinkel
Commissioner 
Department of.Revenue

D a te :  A p r i l  2 ,  1 9 9 3

File Ref:

From: Nancy Bear Useba 1\
Commissioner \\\\\\ * 
Department of Administraticn

Phone: 465-2200

Subject: First Quarter 1993 Report for the Oil Surcharge Account

AS 43.55.230(b) requires that I report to you the difference 
between the cumulative amount received in the General Fund Oil 
Surcharge account and the cumulative amount expended from the Oil 
and Hazardous Substance Release Response Fund (OKSRRF) cn a 
quarterly basis.

AS 43.55.230(c) provides chat you suspend imposition and 
collection of the surcharge when the cumulative revenue of the 
General Fund Surcharge account equals or exceeds the cumulative 
amount expended from the CKSRF.F by $50,000,000. For the quarter 
ended March 31, 1393, the amount expended from the OHSRRF exceeded 
the revenue cf the General Fund Oil Surcharge account by 
$12,001,425. The calculation ’.s as follows:

Oil Surcharge Account cumulative revenue

Oil and Hazardous Substance Release Response 
Fund cumulative expenditures

$100,320,066 

112., .3.3.1 ,j.9.1

Difference AS 43.55.230 (b) —S 12.001.425

If you have any questions, please call Weldon Blackwell of the 
Division of Finance at 465-2240.

cc: John A. Sandor 
Commissioner
Department of Environmental Conservation

Don Wanie, Director 
Division of Finance 
Department of Administration

D0A QUARTERLY REPORTS
total p . o :



MEMORANDUM S T A T E  O F  A L A S K A

Department of Administration

To: Darrel J. Rexwinkel
Commissioner 
Department of Revenue

Date: August 20, 1993

Fflo Rot

From: Nancy Bear Us
Commissioner 
Department of stratian

Pharw: 463-2200

Subject Second QuartQr 1993 Report for the Oil Surcharge Account

AS 43.55.230(b) requires that I report to you the difference 
between the cumulative amount raceivad in the General Fund Oil 
Surcharge account and the cunulativa amount expended from the oil 
and Hazardous Substance Release Response Fund (OHSRRF) on a 
quarterly basis.

AS 43.55.230(c) provides that you suspend imposition and 
collection of the surcharge when the cumulative revenue of the 
General Fund Surcharge account equals or exceeds the cumulative 
amount expended from the 0HSRKF by $50,000,000. As of June 30, 
1993, the cumulative expenditures of the OHSRRF exceeded the 
cumulative revenue of the General Fund Oil Surcharge account by 
$8,543,037. The calculation is as follows:

Oil Surcharge Account cumulative revenue $109,709,198

Oil and Hazardous Substance Release Response
Fund cumulative expenditures * 1.18. 252,285

Difference AS 43.55.230 (fc) fS 8,543.087)

If you have any questions, please call Weldon 31ackweil of the 
Division of Finance at 465-2240.

cc: John A. Sander 
Commissioner
Department of Environmental Conservation

Don Wanie, Director 
Division of Finance 
Department of Administration



MEMORANDUM S T A T E  O F  A L A S K A

Departmont of Administration

To: Darrel J. Rexwinkel
Commissioner 
Department of Revenue

Date: November 10, 1993

File Raf:

i \ l  V  p N—/
From: Nancy Bear Usera\\

Commissioner w*
Department of Administration

Phone: 465-2200

Subject: Third Quarter 1993 Report for the Oil Surcharge Account

AS 43.S5.230(b) requires that I report ’to you the difference 
between the cumulative amount received in the General Fund Oil 
Surcharge account and the cumulative amount, expended from the Oil 
and Hazardous Substance Release Response Fund (OHSRRF) on a 
quarterly basis.

AS 43.55.230(c) provides that you suspend imposition and 
collection of the surcharge when the cumulative revenue of the 
General Fund Surcharge account equals or exceeds the cumulative 
amount expended from the OHSRRF by $50,000,000. As of September 
30, 1993, the cumulative expenditures of the OHSRRF exceeded the 
cumulative revenue of the General Fund Oil Surcharge account by 
$13,014,244. The calculation is as follows:

Oil Surcharge Account cumulative revenue $112,085,145

Oil and Hazardous Substance Release Response
Fund cumulative expenditures 125.099.389

Difference AS 42.55.230 (b) (S 13,014.244)

If you have any questions, please call Weldon Blackwell of the 
Division of Finance at 465-2240.

cc: John A. Sandor 
commissioner
Department of Environmental Conservation

Don Wania, Director 
Division of Finance 
Department of Administration

Pott-ir* brand fax transmittal memo 7871 |#oip»s««* |
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Legislative Research Agency
130 Seward Street, Suite 218

Juneau, Alaska 99801-2196

Phone: (907) 465-3991 
Fax: (907) 463-3351

MEMORANDUM

TO: Senator Mike Miller

FROM: Maria Gladziszewski 
Legislative Analyst

RE: Questions Regarding the Oil and Hazardous Suhstance Spill Response Fund
Research Request 94.070

You asked several questions regarding the Oil and Hazardous Substance Release Response 
Fund (the "470 Fund"). Each is answered below.

What is the current balance in the Spill Response Fund and the emergency spill 
reserve?

According to an administrative officer at the Department of Environmental Conservation, the 
response fund balance available for appropriation on July 1, 1993 was $54,445,300. For 
fiscal year 1994 (FY 94), the legislature appropriated a total of $16,857,000 to state agencies 
(Departments of Environmental Conservation, Military and Veterans Affairs, Transportation 
and Public Facilities, Natural Resources and the University of Alaska). The spill reserve 
balance, therefore, was $37,588,300 at the beginning of FY 94. Between July 1, 1993 and 
November 17, 1993, DEC officials spent $155,200 from the spill reserve. The current spill 
reserve balance, then, is approximately $37,433,100.

Between July 1, 1993 and November 18, 1993, expenditures and encumbrances totaled 
approximately $5,221,800 from the $16,857,000 appropriated to state agencies.1

'According to the state accounting system (AKSAS), as of November 18, 1993, 
$2,634,000 had been expended and $1,696,000 had been encumbered for operating 
expenditures. As of November 18, 1993, $891,800 had been encumbered for capital 
expenditures.

— 1 1 / 1 8 / 9 3  L E G 1 S L A T IV E  RESEARCH MEMO

Alaska State Legislature

November 18, 1993



Please see Table One, a flow chart prepared by this agency, for a graphic representation of 
the response fund balance at the beginning of FY 94. In addition, Attachment A, prepared 
by DEC ("Oil and Hazardous Substance Release Response Fund"), contains additional 
details.

Senator Miller
November 18, 1993
Page 2

I s  a  l e g i s l a t i v e  a p p r o p r i a t i o n  t o  t h e  e m e r g e n c y  s p i l l  r e s e r v e  c o n s id e r e d  a n  e x p e n d i t u r e  

f o r  t h e  p u r p o s e  o f  A S  4 3 . 5 5 . 2 3 0  ( s u s p e n s io n  a n d  r e i m p o s i t i o n  o f  t h e  S 0 . U 5 / b b l  

s u r c h a r g e ) ?

According to Assistant Attorney General Freck Tostevin, an appropriation to the spill reserve 
is not considered an expenditure for the purpose of AS 43.55.230. Mr. Tostevin concluded 
in a memorandum of April 28, 1993 that "money that is simply appropriated to the spill 
reserve is not ’expended’ for purposes of calculating whether to suspend the surcharge." A 
copy of Mr. Tostevin’s memorandum is included as Attachment B.

W h a t  is  t h e  c u r r e n t  s t a t u s  o f  Exxon Valdez s e t t l e m e n t  r e i m b u r s e m e n t s  t o  t h e  s t a t e  o f  

A l a s k a  a n d  t h e  R e s p o n s e  F u n d ?  H o w  m u c h  h a s  b e e n  r e i m b u r s e d  s o  f a r  a n d  h o w  m u c h  

is  l i k e l y  t o  b e  r e i m b u r s e d  i n  t h e  f u t u r e ?

The settlement does not specify how much the state will receive directly. Except for 
reimbursement of certain expenses incurred by the state and federal government, the $900 
million in civil settlement money is to be managed jointly by both governments. State 
officials with whom we spoke were extremely reluctant to estimate the amount of additional 
reimbursements under the settlement that the state is likely to receive. The spending 
guidelines for the $900 million in civil settlement payments are contained in the 
Memorandum of Agreement and Consent Decree dated August 28, 1991. Provisions in that 
agreement specify what costs qualify for reimbursement and limit certain reimbursements 
that can be made to the governments.2

The first installment of the $900 million in civil payments was made by Exxon in December 
1991. The state received approximately $29.3 million of the $90 million installment. The 
state’s share of the second payment, received in December 1992, was $29 million. The 
state’s share of the third payment, received in September 1993, was $20 million.

2ln addition, the state received $50 million in the fall of 1991, which is half of the $100 
million criminal penalty received by the Exxon Shipping Corporation and the Exxon 
Corporation. The $50 million is currently in a segregated interest-bearing account of the 
general fund ("The Exxon Valdez Oil Spill Restitution Expendable Trust Fund").



Senator Miller
November 18, 1993
Page 3

Alaska Statute 37.14.410 specifies that all money received as reimbursement for expenses 
related to the E x x o n  V a l d e z  oil spill incurred by the state shall be deposited to the general 
fund.3 A percentage of each payment is to be credited to the oil and hazardous substance 
mitigation account. "That percentage is determined by dividing (1) the amount of 
expenses. . .that were paid from the oil and hazardous substance release response fund. . .by
(2) the total amount of expenses for which the state may be reimbursed.

Of the first three settlement payments to the state totaling $78.3 million, $21.3 million has 
been or will be deposited into the oil and hazardous substance mitigation account and $57 
million has been deposited into the general fund. See Table Two, for additional information 
regarding the Exxon settlement reimbursements.

I hope this information is useful for your purposes. Please do not hesitate to contact this 
agency if you need further assistance.

Attachments

3The first $50 million payment is considered restitution and not reimbursement to the 
state for expenses incurred. That money, therefore, is not subject to the provisions of 
AS 37.14.410.



T A B L E  O N E
A L A S K A ’ S  O I L  A N D  H A Z A R D O U S  S U B S T A N C E  S P I L L  R E S P O N S E  F U N D

General Fund

Oil Surcharge 
Account 

(5 cents/bbl tax)

General Fund

Oil & Hazardous 
Substance 

Mitigation Account

FY 94 Legislative Appropriation /  
$26,700,000 $661,200

FY 94
Response Fund

FY 93 Total available for FY 94 appropriation =
Response Fund $26,700,000 + 3661,000+$27,084,100 =

$54,445,300
Spill ------->

Reserve Spill
end of FY 93 lapse Reserve*
$27,084,100 to (after FY 94

Response appropriations)
Fund (54,445.3-16,857.0)

$37,588,300

FY 94 Legislative Appropriation 
$16,857,000

Use of Funds 
by Agencies**

* The legislature can appropriate a specific dollar amount to the spill reserve or, as is often the 
case, appropriates the difference between the balance in the response fund and the amount 
otherwise appropriated from the response fund.

** Regardless of whether or not funds have been appropriated to the "spill reserve" subaccount, 
DEC is authorized to use Response Fund money for emergency response to sites which 
pose an imminent and substantial threat to human health or the environment. Historically, 
however, DEC has used very little of the Response Fund that has not specifically been 
appropriated to it by the legislature. Between July 1, 1993 and November 17, 1993, DEC 
officials expended $155,200 from the spill reserve. These are the only DEC expenditures 
made without legislative approval. Authority to expend funds from the response fund/spill 
reserve for emergency response is found in AS 46.08.040(a)(1).

SOURCE: Alaska Department of Environmental Conservation, Division of Administrative Services

Prepared by the Legislative Research Agency, November 1993 (94.070A).



TABLE TWOSCHEDULE OF PA YMENTS TO BE MADE BY EXXON SHIPPING CORPORA TION & THE EXXON CORPORATION RESULTING FROM THE EXXON VALDEZ OIL SPILL
DATE & TYPE

OF
PAYMENT

TOTAL PAYMENTS & DISPOSITION OF MONEY
I TOTAL AMOUNT 

OF PAYMENT
TO THE STATE 

OF ALASKA
TO THE U.S. 

GOVERNMENT
TO THE JOINT 
TRUST FUND

Criminal Penalty
May 1, 1991 
Civil Payments 
December 1, 1991 
December 1, 1992 
September 1,1993 
September 1,1994 
September 1, 1995 
September 1,1996 
September 1,1997 
September 1,1998 
September 1, 1999 
September 1,2000 
September 1, 2001 

TOTAL

$100 ,0 00 ,0 0 0

$90,000,000
$150,000,000**
$100 ,0 00 ,0 0 0
$70,000,000
$70,000,000
$70,000,000
$70,000,000
$70,000,000
$70,000,000
$70,000,000
$70,000,000

$ 1 ,0 0 0 ,0 0 0 ,0 0 0 * * * *

$50,000,000

$29,300,000 * 
$29,000,000 * 
$20 ,000 ,0 00  *

$50,000,000

$24,500,000
$24,500,000
$11,600,000

Some deposits to 
state & federal 

treasuries are likely 
(as payment for 

certain costs incurred).

SEE NOTE BELOW.

$128,300,000 $110,600,000

$0

$36,200,000 
$56,500,000 
$68,400,000 
$70,000,000 *** 
$70,000,000 *** 
$70,000,000 *** 
$70,000,000 *** 
$70,000,000 *** 
$70,000,000 *** 
$70,000,000 *** 
$70,000,000 *** 

$721,100,000
* AS 37.14.410 specifies that settlement money received as reimbursement of incurred expenses be 
deposited into the general fund but that a nercentage be credited to the oil and hazardous substance 
mitigation account. See the lower portion of this table for how these payments were distributed 
between the general fund and the mitigation account.
** This payment was actually approximately $110 million because of $40 million in credits for cleanup 
costs already paid by Exxon.
*** The MOA between the State of Alaska and the U.S. Government specifies that all money paid by 
Exxon be deposited into the joint trust fund unless reimbursements should be made to the state or 
federal governments for certain expenses incurred. The governments agreed that certain costs shall 
be "advanced or reimbursed to each vernment, at its election, out of any natural resource damage 
recoveries related to the Oil Spill and sr.j'l not be placed in the joint trust fund. . ." Assistant Attorney 
General Craig Tillery expects the state to receive additional monies from Exxon settlement payments.
**** In addition, Exxon Shipping Corporation received a $125 million fine, $105 million of which was 
remitted. The U.S. Treasury received $13 million from this fine, the North American Wetlands 
Conservation Fund [16 U.S.C. 4406(b)] received $7 million. Also, the Exxon Corporation received a 
$25 million fine, $20 million of which was remitted. The North American Wetlands Conservation Fund 
received this $5 million payment.

DEPOSITS TO THE STATE OF ALASKA GENERAL FUND
Criminal Penalty 
1st Payment (December 1991) 
2nd Payment (December 1992) 
3rd Payment (September 1993)

$50 million 
$25.3 million 
$16.7 million
$15 million (approximately) 
$107 million TOTAL

DEPOS'TS TO ALASKA'S OIL SPILL MITIGATION ACCOUNT
1st Payment (December 1991) 
2nd Payment (December 1992) 
3rd Payment (September 1993)

$4 million 
$12.3 million
$5 million (approximately) 
$21.3 million TOTAL

SOURCES: Alaska Department of Law (Craig Tillery); Alaska Department of Environmental Conservation. 
Prepared by the Legislative Research Agency, November 1994 (94.070B).



ATTACHMENT A 
"Oil and Hazardous Substance Release Response Fund," 

Department of Environmental Conservation, November 1993



ATTAIHMejOj
OIL AND HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND 

Calculation of Current Available Balance of Spill Reserve (in thouscnds)

June 30.1993 Lapse of the Unreserved/
Unobligated Spill Reserve to the Response Fund 27,084.1
(This number reflects the amount of spill reserve 

available that is not encumbered or reserved for prior 

year authorizations. This amount loosed at the end of 

Ft93 to the Response Fund end wcs available for 
appropriation in FY94.)

FY94 Appropriation of 5 Cent Surcharge from the
General Fund to the Response Fund + 26.7CO.O
FY94 Appropriation of Mitigation Account to
the Response Fund + 661.2
(This number represents a net amount after legislative 

appropriations from the mitigation account have been 

deducted.)

TOTAL RESPONSE FUND AVAILABLE FOR FY94 APPROPRIATION 54,445.3

FY94 RF Appropriation DEC Budget + 11.513.6
FY94 RF Appropriation DEC - Other Agencies + 2,569.4
FY94 RF Capital Approp. (DMVA,DOT/PF,UA.DNR) + 2,774.0
TOTAL FY94 RESPONSE FUND APPROPRIATIONS 16.857.0

SPILL RESERVE BALANCE AVAILABLE DURING FY94 37.588.3
(This number reflects the bclance of the Response

Fund after total FY94 Response Fund Appropriations

ere subtracted from the totcl FY94 Response Fund

Available for appropriation. This cmount is also

considered what is cvcilable as the Spill Reserve.

This is clarified by legislative appropriation of this 

balance to the Spill Reserve,)

FY94 EXPENDITURES FROM SPILL RESERVE 155.2
(This represents year-to-date (11/17/93) expenditures

for emergency response to sites which pose an

imminent and substantial threat to human health or

the environment. A  detciled listing of these sites is

available. Plecse note that these ere the only CEC

expenditures m a d e  without legislative cpprovcl.

Authority to expend funds from the response fund/xsiil 

reserve fcr emergency responses is found under AS 

46.08.040(a)(1).)

AVAILABLE SPILL RESERVE BALANCE AS OF 11 /17/93 37.433.1

PREPARED QY DEPARTMENT OF ENVIRONMENTAL CONSERVATION (11/93) K\r*jfn»\enraij\ir3ct«3



ATTACHMENT B 
Memorandum from Breck Tostevin to 

Tracy Kramer Regarding Treatment of Spill Rcsei-ve 
Appropriation Under AS 43.55.230(a)(2)



MEMORANDUM
TO; Tracy Kramer 

Otii.cz at Management: and 
Budget

ex n : 

HL! m:

7tL. H0.< 

JL'BJICT

Brack C, Tostavin ̂  
Assistant Attorney General 
2r.vircnmer.tal Section

State of Alaska
D e p a r tm e n t  o f  L a w

April 28, 1953

269-5274

Treatment of Spill 
Reeerva Appropriation 
under AS 43.55.230(a) (2)

You have asked whether an appropriation of funds from the 
oil and hazardous re*pcr.Ba fund (A3 46.08,010) to the Dapartmant cf 
Environmental Conservation ("DSC11) spill reserve (see, e.g. 1992 
SLA ch. 136 522) is considered an expenditure under
AS 45.55.230(a)(2) for purposes of tha calculation used to 
determine whether tc suspend the conservation oil surcharge,

?cr the reasons sec forth below, I conclude that money 
that is simply appropriated to the spill reserve is not "expended" 
for purposes cf calculating whether to Buaper.d the surcharge.

In fiscal year 1993, the Legislature appropriated 
522,655,700 from the oil and hazardous substance release response 
fund ("response fund") no DSC as a spill reserve in order to serve 
as a source cf funds for response to potsr.tia! oil cr hazardous 
sufcatan.ee releases. 1992 3LA Ch. 136, S 22. Z understand that this 
sum represented the balance left in the response fund after other 
specific appropriations were made. I further understand that in 
peat fiscal years,- the majority cf the funds in the spill reserve _ 
were not spent by DSC and these monies lapsed back into the genera^Sr* 
fund and were reappropriated to the response fund in the r.sxt j 
fiscal year,

AS 43.55.230 provides that:

(a) No later than 30 days after the end of each 
calendar quarter, the commissioner of 
administration shall determine the cumulative total 
of money

(2) expended through that calendar quarter from the 
oil and hazardous substance release response fund 
established in A3 46.OS.OiQ.

I n  d e t e r m i n i n g  w h e t h e r  a n  a p p r o p r i a t i o n  f r o m  t h e  o i l  a n d



3Y:Stace of Alasxa • ! s- 7-93 ; 10:08 ; QMo/Suagss Review.- . 9075555391KHK dtt ' y j  K ' 3 W 1  S I HI i r  bcNLNHL H ,v

T r a c y  K r a m e r  A p r i l  28, 1993
T r e a t m e n t  o f  S p i l l  ? 3 g e  3
R e s e r v e  A p p r o p r i a t i o n

In  data m i n i n g  w h e t h e r  an a p p r o p r i a t i o n  f r o m  t h e  o i l  and 
h a z a r d o u s  s u b s t a n c e  f u n d  to D E C  f o r  u s e  as a s p i l l  r e s e r v e  is 
" e x p a n d e d "  w i t h i n  the m e a n i n g  of A S  4 3 . 5 5 . 2 3 0  (a)(2)", I h a v o  
c o n s i d e r e d  t w o  f a c t o r * .

F i r s t  I h a v e  l o c k e d  at t e c h n i c a l  a c c o u n t i n g  p r i n c i p l e s  in 
d e t e r m i n i n g  w h e t h e r  money has b e e n  e x p e n d e d .  U n d e r  t h i s  a p p r o a c h  
f u n d s  a r e  n o t  e x p e n d e d  until, t h e y  are u n e q u i v o c a l l y  c o m m i t t e d  for 
s p e c i f i c  p u r p o s e s  w i t h o u t  the p o s s i b i l i t y  of  la p s e .  Ever, if m o n e y s  
f r o m  t h e  o i l  a n d  h a z a r d o u s  s u b s t a n c e  f u n d  a r e  set a s i d e  o r  
o t h e r w i s e  o b l i g a t e d  f o r  a s p e c i f i c  p u r p o s e ,  the m o n e y s  a r e  not vet 
e x p e n d e d  u n t i l  t h e y  are p a i d  out to c o v e r  s p e c i f i c  i n v o i c e s " o r  
costs. T h e r e f o r e  m o n e y s  a p p r o p r i a t e d  to t h e  s p i l l  r e s e r v e  w o u l d  
net b e e n  c o n s i d e r e d  e x p e n d e d  u n t i l  t h e y  w a r e  d i s b u r s e d  to c o v e r  
s p e c i f i c  c o s t s  i n c u r r e d  fin r e s p o n d i n g  t o  a spill. T h i s  c o n c l u s i o n  
is f u r t h e r  s u p p o r t e d  u n d e r  t h i s  a c c o u n t i n g  a p p r o a c h  b e c a u s e  the 
s p i l l  r e s e r v e  m o n i e s  r e m a i n  in t h e  o i l  a n d  h a z a r d o u s  s u b s t a n c e  f u n d  
u n t i l  t h e y  a r e  a c t u a l l y  u s e d  b y  DEC. T h e r e f o r e  u n d e r  f u n d  
a c c o u n t i n g  p r i n c i p l e * ,  the m c n i e *  are n o t  e x p e n d e d  o r  p a i d  out 
u n t i l  D S C  a c t u a l l y  u s e s  t h e m  t o  c o v e r  regpor.Be e x p e n s e s .

T h e  s e c o n d  f a c t o r  f o c u s e s  o n  t h e  l e g i s l a t u r e ' s  p u r p o s e  in 
a d o p t i n g  A 3  4 3 . 5 5 . 2 3 0 ( a ) .  In i m p o s i n g  t h e  n i c k e l  a b a r r e l  
c o n s e r v a t i o n  oil s u r charge, the L e g i s l a t u r e  f o u n d  t h a t  "the M a r c h  
24, 1989, o i l  s p i l l  d i s a s t e r  in P r i n c e  W i l l i a m  S o u n d  d e m o n s t r a t e s  
the n e e d  f o r  the s t a t e  to h a v e  a n  i n d e p e n d e n t  a p i l l  c o n t a i n m e n t  a n d  
c l e a n u p  c a p a c i t y  in the e v e n t  c f  f u t u r e  d i s c h a r g e s  o f  o i l  o r  a 
h a z a r d o u s  s u b s t a n c e . "  1989 S L A  Ch. 112, SL(a). I n  e s t a b l i s h i n g  
tha r e s p o n s e  f u n d  in 1 9 8 S, the L e g i s l a t u r e  f o u n d  t h a t  "it ia in the 
b e s t  i n t e r e s t s  of the state a n d  i t s  c i t i z e n s  t o  p r o v i d e  a r e a d i l y  
a v a i l a b l e  f u n d  f o r  the p a y m e n t  of the e x p e n s e s  i n c u r r e d  . . .  in 
the p r o t e c t i o n  of the e n v i r o n m e n t  cf the s t a t e  f r o m  t h a  r e l e a s e  of  
o il a n d  h a z a r d o u s  »ub*tar.ca»." A3 4 S . 0 8 . 0 0 5 .  T h i s  l e g i s l a t i o n  
s p e c i f i c a l l y  d e c l a r e d  that rtil is the i n t e n t  o£ t h e  L e g i s l a t u r e  a n d  
the p u b l i c  p o l i c y  of the u t a t a  th a t  f u n d s  f o r  t h e  a b a t e m e n t  of  a 
r e l e a s e  of  o i l  c r  a h a z a r d o u s  s u b s t a n c e  w i l l  a l w a y a  b e  a v a i l a b l e . "  
A S  4 6 . 0 8 . 0 5 0 .

T h e  a p i l l  r e s e r v e  is an a p p r o p r i a t i o n  w h i c h  r e m a i n s  
a v a i l a b l e  f o r  the c u r t o s e s  or t h i s  l e g i s x a t i o n .  T h e  r e s e r v e  is n o t  
o b l i g a t e d  f o r  s p e c i f i c ,  a n t i c i p a t e d  e x p e n s e * . * R a t h e r ,  the a p i l l  
r e s e r v e  s e t s  as a c o n t i n g e n c y  f u n d  f o r  r e s p o n s e  t o  p o t e n t i a l

1 I d o  n o t  a d d r e s s  the i s s u e  o f  w h e t h e r  f u n d s  th a t  are 
o b l i g a t e d  b u t  n o t  y e t  p a i d  out f o r  l a w f u l  e x p e n s e s  a r e  " e x p e n d e d "  
u n d e r  A 3  4 3 . 5 5 . 2 3 0 ( a ) (2).
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T r a c y  K r a m e r  
T r e a t m e n t  a f  S p i l l  
R e s e r v e  A p p r o p r i a t i o n

A p r i l  29, 1993 
P a g e  3

r e l e a s e s .  T h e  s p i l l  r e s e r v e  f u n d s  h a v e  n o t  c h a n g e d  in c h a r a c t e r  b y  
v i r t u e  of t h e i r  a p p r o p r i a t i o n .  A S  4 6 . 0 3 , 0 4 0  s p e c i f i c a l l y  
a u t h o r i z e s  D S C  to u s e  r e s p o n s e  f u n d  m o n i e s  w i t h o u t  a s p e c i f i c  
a p p r o p r i a t i o n  f o r  r e s p o n s e  to a r e l e a s e  of oil or  h a z a r d o u s  
s u b s t a n c e  t h a t  p o s e s  an i m m i n e n t  a n d  s u b s t a n t i a l  t h r e a t  to  t h e  
p u b l i c  h e a l t h  o r  w e l f a r e ,  cr  to the e n v i r o n m e n t .  Thus, D E C  a o u l d  
u s e  u n a p p r o p r i a t e d  
as m o n e y  i n  the
r e s e r v e  a c c o u n t  s i m p l y  a l l o w s  f o r  b e t t e r  a c c o u n t i n g  
o f  t h a  r e s p o n s e  fund.

In  sum, t h e  a p p r o p r i a t i o n  of r e s p o n s e  f u n d  m o n i e s  to  t h a  
s p i l l  r e s e r v e  h a 3  net c h a n g e d  the f u n d a m e n t a l  c h a r a c t e r  of t h o s e  
m o n i e s ,  R a t h e r ,  t h e  t r a n s f e r  is m a d e  for t e c h n i c a l  a c c o u n t i n g  
p u r p o s e s .  T h i s  c o n s i d e r a t i o n  l e a d s  us t o ' t h e  c o n c l u s i o n  t h a t  t h e  
t r a n s f e r  of t h a  b a l a n c e  
a c c o u n t i n g  p u r p o s e s  
t h o s e  r u n d g .

of h e  r s s p c r a a  f u n d  to a s p i l l  r e s e r v e  fo 
s h o u l d  n o t  £e considered, an* e x p e n d i t u r e  of

In  s u m m a r y ,  b o t h  of t h e s e  c o n s i d e r a t i o n s  i n d i c a t e  t h a t  a n  
a p p r o p r i a t i o n  to the a pill r e s e r v e  is net a n  e x p e n d i t u r e  f o r  
p u r p o s e s  o f  A 3  4 3 . 5 5 . 2 3 0 .

3CTtvo

cc! Craig Tillery 
Janice Adair 
Deborah 3ehr



D I V I S I O N  O F  L E G A L  S E R V I C E S
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(907) 465-3867 or 465-2450
F.4X (907) 465-2029 130 Seward Scree:. Suite 409
Mail Stop 3101 Juneau. Alaska 99801-2105

M E M O R A N D U M  January 24. 1994' *

SUBJECT: Senate Bill 215 -- sectional analysis. (Work Order No. 8- 
LS1107\E)

TO:

FROM:

Senator Mike Miller 
ATTN: Teresa Sager-Stancliff

Jack Chenowe 
Legislative

The bill you introduced derives f r c ^ th e  "M" draft of CSHB 23.8() prepared during 
the First Session of the current legislature. In general terms, the bill amends the 
purposes for which the oil and hazardous substance release response fund ("470 
Fund") may be expended, replaces the nickel-per-barrel oil conservation surcharge 
with two new oil surcharges, reassigns responsibilities for the oil and hazardous 
substance response corps, depots, and Emergency Response Commission, and makes 
a series of related changes.

I

Amendments related to the oil and hazardous substance release response fund:

The bill establishes a series of funds and accounts:

- the oil and hazardous substance release response fund [this is the original 
"470 Fund" renamed in this bill the "oil and hazardous substance release prevention 
and response fund"]; the measure does not change the fund’s status in that it remains 
a fund within the general fund; the redesignated fund would have two components:

- the oil and hazardous substances release contingency and abatement account 
(AS 46.08.010(a)(1) and 46.08.020), the first component, with its companion oil and 
hazardous substances release contingency and abatement mitigation account 
(AS 46.08.020), a holding account from which money is transferred in and out;

-- the catastrophic oil release response account (AS 46.08.010(a)(2) and 
46.08.025), the second component, with its companion catastrophic oil release
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response mitigation account (AS 46.08.025), also a holding account from which money 
is transferred in and out. -

With reference to this collection of funds and accounts:

Bill section 2 5  amends the statement of purpose underpinning the oil and hazardous 
substance release response fund chapter (AS 46.08) by restating the chapter’s 
purpose in light of the amendments made to the chapter and to related provisions.

Bill section 26 identifies the two accounts that constitute that fund.

Bill section 27 makes a related substitution of a reference to "account" for fund.

The deletion made in bill section 28 reflects the repeal of AS 46.08.040(d)--use of the 
fund as a source cf money for construction of ferries-elsewhere in the bill.

Bill section 29, revising AS 46.08.020, spells out the manner in which the oil and 
hazardous substances release contingency and abatement account is to be financed.

Bill section 30, adding a parallel section, AS 46.08.025, sets out the manner in which 
the catastrophic oil release response account is to be financed.

Bill section 31: The amendments made by this section to AS 46.08.040(a) revise the 
objectives for which money in the oil and hazardous substance release response fund 
may be spent arid allocate those objectives to the two accounts. All the purposes 
except activity directly related to a catastrophic oil release or threatened catastrophic 
oil release and use of the fund balance for related oil cleanup activity cos: recovery 
purposes are to be addressed by money in the oil and hazardous substance release 
contingency and abatement account. Activities directly related to a catastrophic oil 
release or threatened catastrophic oil release and those involving related oil cleanup 
activity cost recovery purposes are to be met from the catastrophic oil release 
response account. New in this version is the directive that the catastrophic oil release 
response account be used to acquire the equipment for the response depots.

y  In  a d d ition  to the renam ed funds and the fo u r accounts, carried fo rw ard  in 
A S  4<5.04010--not amended in  th is  b ill--and  in AS  3 7 .1 4 .0 l0 (a )-a m e n d e d  in o th e r ways by 
section 8 o f  th is b i l l—are the references in cu rre n t law to  the "o il and hazardous substance 
release m itig a tio n  account." Those references need to  be corrected o r  removed.



Bill section 32 and 33 limits the governor to drawing disaster emergencv monev from
*)i -the catastrophic oil release response account. -

Bill section 34: Under the bill section as amended, a specific appropriation from 
either account in the oil and hazardous substance release response fund would still 
be required before money could be used for any purpose other than the immediate 
response action authorized by AS 46.08.040(a)(1)(A) for catastrophic oil spills.

Bill sections S and 35 make additional changes reflecting the division of the fund into 
two accounts. Bill section 35 removes a requirement relating to the contents of the 
commissioner of environmental conservation’s annual report.

As in the last "-evious version, the measure seeks to provide consistency of treatment 
in its use, in AS 46.08. of the terms "release” and "threatened release." Bill section 
42 provides a technically revised definition of "release" and bill section 43 substantive­
ly amends the definition of "threatened release." Conforming changes that reflec: the 
revised definitions are made by bill sections 36 and 37.

Under one of the repealer sections set out in bill section 47, the oil and hazardous 
substance release response fund would no longer be available to support ferry 
construction. *

As I earlier noted, the "oil and hazardous substance release response fund" is 
renamed the "oil and hazardous substance release prevention and response fund." 
You'll find those changes set out in bill sections 1, 4, 6, 7, and 41 of the bill, and 
elsewhere as appropriate.

Bill section 5 differentiates between the two accounts for the purpose of making 
disaster emergency grants to municipalities.

Bill section 44 provides a definition of "catastrophic oil discharge" into .AS 46.08, 
while bill section 49 explains that definition’s applicability.

Senator Mike Miller
January 24, 1994
Page 3

-  These two sections were o r ig in a lly  d ra fted  as a lte rna tives th a t re flected a question 
as to w h e th e r the F irs t Session's SB SO am H  w ou ld  become law. T h a t b i l l  has become la w -  
ch. 11, S L A  1993-so one o f  these a lternatives and the tw o related reference sections a t the 
end o f  the  b il l  should  be e lim ina ted .

-  The a u th o riza tio n  to use the fund to  b u ild  one o r m ore new ferries w o u ld  be 
te rm ina ted  by the b i l l ’s repeal o f  AS 19.65.025 and AS  46.03.040(d).



In its sections 9 - 16, the bill eliminates the current nickel-per-barrel oil conservation 
surcharge, replacing it with a pair of new surcharges, one levied at 3 cents per barrel, 
the other imposed at a rate of 2 cents per barrel.

Bill section 9: This section imposes a new conservation surcharge at the rate of S.03 
per barrel.

Bill sections 10 • 13 essentially carry forward the current provisions relating to levy 
and collection of the nickel-per-barrel oil conservation surcharge, but make them 
applicable to the new surcharge.

Bill section 11 directs the deposit of the three cent per barrel surcharge to the 
"catastrophic oil release response account" in the fund.

Bill section 12 sets out the conditions under which the severance tax surcharge shall 
be suspended or reimpcsed. It alters one of the factors that triggers lew and 
collection of the surcharge. For purposes of determining whether the tax shail apply, 
the calculation of the income stream is amended to include amounts pieviously 
expended from the oil and hazardous substance release response fund that nave been 
recovered and redeposited into the mitigation account. The amended provision also 
reflects the substitution of the catastrophic oil release response account. Under 
subsection (f)» in lieu of quarterly determinations of the trigger mechanism, when the 
account balance exceeds 45 million dollars, the determinations arc to be made more 
frequently. T r

Bill section 13 amends the mechanism by which the surcharge on/surcharge off 
trigger shall be computed.

Bill section 14 imposes a two cent per barrel surcharge and directs the deposit of the 
money received from it into the "oil and hazardous substance release contingency and 
abatement account."

Bill section 15 maintains the current definition of "catastrophic oil discharge" and 
makes it applicable to both oil conservation surcharges.

Bill section 16 provides a revised definition for the term "surcharge."

A  related provision of the bill, bill section 48, is inserted by way of clarification of 
how appropriations, if any, made to the spill reserve fund, mentioned within the text 
of AS 29.60.510(b), arc to be treated for purposes of determining whether they are

Senator Mike Miller
January 24, 1994
Page 4

II
Amendments related to the oil conservation surcharge:



to be treated as expenditures from the oil and hazardous su istance release response 
fund in conjunction with the factors applicable to suspension or reimposition of the 
severance tax conservation surcharge. Since, in bill section 5, the statutory reference 
to "spill reserve" would be repealed, the provision is drafted as an uncodified, 
temporary law section with a limited applicability.

Another related provision, bill section 50, sets out a transition mechanism for 
amounts collected under the nickel-per-barrel surcharge after June 30,1993, and until 
the effective date of this Act. -

III

Amendments related to reassignments of agency responsibilities:

Bill section 38 reassigns the oil and hazardous substance response corps to the 
Depanment of Environmental Conservation.

Bill section 39 transfers the responsibility for maintaining the emergency response 
depots to that depanment.

Bill section 46 moves the .Alaska State Emergency Response Commission from that 
depanment to the Department of Military and Veterans’ Affairs.

Bill section 51 protects or "holds harmless" the terras of members of the response 
commission despite the transfer of the commission by bill section 46.

IV
m

Related matters:

The measure proposes a series of changes related to the governor’s authority to 
declare disaster emergencies.

Bill section 2: With the division of the existing fund into two accounts, the changes 
revise the priority order in which the governor may have access to money to respond 
to a disaster.

Bill section 3 makes a dra:..,.g cnangt related to the handling of the current material 
in the immediately preceding biil section.

Senator Mike Miller
January 24, 1994
Page 5

y  T h is  section, too . w ou ld  requ ire  revis ion to  update the references by the one year 
tha t has passed since im ro d u c tio n  o f  the b ill in  the F irs t Session.



Bill sections 17 and 18 conform language of AS 46.04.030(e) to the definition of the 
phrcse "containment and cleanup" already provided for that chapter. -

*

Bill section 19: The amendment to AS 46.04.200(a) retains the requirement of 
annual review of the statewide prevention and contingency pian but removes from 
current law the requirement of annual revision of the pian and substitutes revision 
at the discretion of the commissioner of environmental conservation.

Bill section 20: The section, amending AS 46.04.200(c), deletes from current law the 
explicit requirements that, as pan of the annual review of the state master plan, the 
proposed draft revisions of the state master plan be offered for public review and 
comment, for legislative review, and for review by the state emergency response 
commission (.AS 46.13.010).

Bill section 21: In line with the changes made in the preceding bill section, this bill 
section restates the requirements applicable to a plan revision, directing submission 
of the proposed revised master pian to the same three groups.

Bill sections 22 and 23: The changes and addition made by these two bill sections, 
applicable to regional prevention and contingency master plans, parallel those with 
respect to the state plan as set out in bill sections 19 and 20.

Bill section 24 offers a revised dejnition of the term "catastroDhic oil discharge,"4 J 1
incorporating reference to declared disaster emergencies for discharges smaller than 
100.000 barrels of oil.

7  V
V

Other topics:

Bill section 40 eliminates the ability of the Oil and Hazardous Substance Response 
Office to conduct certain spill technology research, and assigns the office authority 
to contract to provide personnel for certain release-related work.

Senator Mike Miller
January 24, 1994
Page 6

-  A S  46.04.030(a) was to have been amended, and was amended, e ffective  January 1, 
1994. Bill section  54 speaks to  w ha t was, a t the ttm c o f  the b i l l ’s in tro d u c tio n , a pending 
am endm ent. O ne o f these a lte rna tives and the co n tin g e n t p rov is ion  may be rem oved from  
the b ill.
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Modeled after the revision of the definition made in bill section 43 mentioned earlier, 
bill section 45 revises the definition of the term "threatened release" applicable to 
AS 46.09.

JBCipl
94-060.p!m

7  r
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D e c e m b e r 1992.
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.1 MI l-.l ID< j(: 1 PREVENTION RESPONSE P R O G R A M S

D E C /O M B  FY 05 

Budoet R euuest

DEC - S p ill P re ve n tio n  and R esponse, D ire c to r 980 70

G ove rn m e n t P repa redness 4067 40

Industry P repa redness 2351 90

U nderground  S to rage  T anks 108.30

Fund A d m in is tra tio n  & S upport 746.50

D irecto r's  O ffice 123.00

Labora to ry  O pe ra tion  & M a in tenance 186.50

D C R A - S ER C 13.50

D M V A /D E S  - S ER C 11.00

D M V A /D E S  - R esponse  P reparedness  & P lann ing 210 .00

DOA - P W S  C o m m u n ic a tio n  S ys tem  M a in tenance 20 00

D O T/P F  - SER C 6 .50

D F&G  - S ER C 6.50

D F&G  Industry  C o n tin ge n cy  P lan R eview s 45 .40

D F&G  - S ta le  & R eg iona l M as te r P lan 140.20

D H &S S - R esponse T ra in ing 12.00

Labor - S ER C 50.00

LA W  - R eg iona l & C en tra l O ffice 9 .50

LA W  - A ss is tance  to E xxon  V a ldez  P riva te  P la in tiffs 151.60

LA W  - S ER C  G u idance 330.00

LA W  - RP Id e n tif ica tio n , E n fo rce m e n t & C ost R ecovery 25.00

DNR - S ER C 6 55 .20

DNR - Indus try  C o n tin ge n cy  P lan R eview s 9 .50

DNR - S ta le  & R eg iona l M as te r P lan 92.50

DPS - E n v iro m e n ta l C rim es 124.60

DPS - S ER C 50.00

U o f A  R esearch 200 .00

T O T A L  E X P E N D IT U R E S 10727.30

R evenues on 2 C ent P e r B a rre l (P e r A D E C  E stim a te ) 10400 .00

Interest on Spill R ese rve  (50m , 5% ) 2500 .00

Exxon V a ldez  R e im b u rse m e n ts  to M itig a tio n  A ccoun t (S28 

m illion  T h rough  the Y e a r 2001 - A nnua l A m o u n ts  M ay Vary) 3500 .00

M IN IM U M  T O T A L  R E V E N U E S  A V A IL A B L E 16400 .00

Page 1



7 CENT BUI'1 i f ! Vl'NtlON liT'iPONSE P R O G R A M S  AND CONTAMINATED I -3 P R O G R A M

ID E C /O M B  FY 95 

j Budget R ev iew

C on ta m in a te d  S iles 2747 30

DEC - SP ill P re ve n tio n  and R esponse, D ire c to r 980 70

G o ve rn m e n t P repa redness 4067 40

Industry  P repa redness 2351 90

U nderg round  S lo ra g e  Tanks 108 30

Fund A d m in is tra tio n  & S upport 746 .50

D irec to r's  O ffice 123.00

Labo ra to ry  O p e ra tio n  & M a in tenance 185.50

D C R A - S ER C 13.50

D M V A /D E S  - S ER C 11.00

D M V A /D E S  - R esponse  P reparedness & P lann ing 210 .00

D O A - P W S  C o m m u n ic a tio n  S ystem  M a in tenance 40 .00

D O A - Tw o-w ay R a d io  E qu ipm en t M a in tenance 20 .00

D O T /P F  - S E R C 6.50

D F & G -S E R C 6.50

C "& G  Industry  C o n tin g e n cy  Plan R ev iew s 45 .40

D F& G  - S la te  & R e g io n a l M aste r P lan 140.20

D H & S S  - R esponse  T ra in in g 12.00

Labo r - SER C 50.00

L A W  - R eg iona l & C e n lra l O ffice 9 .50

LA W  - A ss is tance  to  E xxon  V a ldez P riva te  P la in tiffs 151.60

L A W  - SER C  G u id a n ce 330 ,00

L A W  - RP Id e n tif ica rtio n , E n fo rcem en t & C ost R ecove ry 25 .00

D NR  - S ER C 655 .20

DNR  - Indus try  C o n tin g e n cy  Plan R ev iew s 9.50

DNR - S ta te  & R e g io n a l M a s te r P lan 92 .50

DPS - E n v iro m e n ta l C rim e s 124.60
DPS - SER C 50.00

U o f A  R esearch 200 .00

T O T A L  E X P E N D IT U R E S 13514.60

1
R evenues on 2 C ent P e r B arre l (P e r A D E C  E stim a te ) 10400.00

In terest on S p ill R e se rve  (50m , 5% ) 2500 .00

E xxon  V a ldez  R e im b u rse m e n ts  to M itig a tio n  A cco u n t ($28 
M illion  T h rough  the Y e a r 2001 - A nnua l A m o u n ts  M ay Vary) 3500 .00

M IN IM U M  T O T A L  R EV E N U E S  A V A IL A B L E 16400.00

Page 2
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P  O  B o x  5509*1 
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Sonnio Disit icr (J i£>cnaie
S E N A T E  BILL 2 1 5  S P O N S O R  S T A T E M E N T

L a s t se ss io n , S B  2 1 5  w as in tro d u c e d  to  add ress  s e v e ra l c r i t ic a l  c o n c e rn s  
re la t in g  to  th e  5 c e n ts /b a r re l O i l  and H a z a rd o u s  S u b s ta n c e  R e lease  R e sp o n se  
F u n d . I t  has b e c o m e  in c re a s in g ly  c le a r  th a t le g is la t io n  is  needed  th is  se ss io n  
to  add ress  these c o n c e rn s , and ge t the 4 7 0  F u n d  b a c k  to  w h a t i t  w as  o r ig in a l ly  
in te n d e d  w h e n  th e  L e g is la tu re  enac ted  the  n ic k e l ta x  in  1989 - the  c re a t io n  o f  
a $ 5 0  m i l l io n  e m e rg e n c y  re se rve  fu n d  to  h a ve  im m e d ia te ly  a v a ila b le  fo r  
response  a c t iv i t y  in  ease o f  a m a jo r  o i l  s p i l l ,  and the  a b i l i t y  to  fu n d  c e r ta in
n e c e s s a ry  s ta te  p ro g ra m s  in  the  area o f  s p i l l  p re v e n t io n  and re s p o n s e .

L a s t f a l l ,  the  S ena te  R e so u rce s  C o m m itte e  h e ld  a fu l l - d a y  p u b l ic  h e a r in g  o n  S B  
2 1 5 . T e s t im o n y  w a s  ta ke n  fro m  the  G o v e rn o r 's  O f f ic e  o f  M a n a g e m e n t and 
B u d g e t, the  D e p a r tm e n t o f  L a w , the L e g is la t iv e  R e se a rch  A g e n c y , L e g is la t iv e  
L e g a l S e rv ic e s , th e  D e p a r tm e n t o f  E n v ir o n m e n ta l C o n s e rv a t io n , and  the  p u b l ic
th ro u g h  th e  s ta te w id e  te le c o n fe re n c e  n e tw o rk .

T h e  p u rp o se  o f  th is  se co n d  h e a r in g  is  to  ha ve  L e g is la t iv e  L e g a l S e rv ic e s  a g a in  
p ro v id e  a s e c tio n a l s u m m a ry  o f  S ena te  B i l l  2 1 5  fo r  the b e n e f it  o f  those  
m e m b e rs  w h o  w e re  u n a b le  to  a tte n d  the  m e e t in g  in  N o v e m b e r , and to  g iv e  
a n o th e r  o p p o r tu n i t y  f o r  fu r th e r  p u b l ic  te s t im o n y  o n  th is  im p o r ta n t  issu e .

F o r  those  c o m m it te e  m e m b e rs  and m e m b e rs  o f  the  p u b l ic  w h o  d id  n o t  a tte n d  
o u r  la s t h e a r in g , i t  m a y  be h e lp fu l to  b r ie f ly  s u m m a riz e  som e o f  the  k e y  issues 
th a t w e re  ra is e d .

F ir s t ,  th e  D e p a r tm e n t o f  A d m in is t r a t io n ’s q u a r te r ly  re p o r ts  s h o w  th a t the  fu n d  
has a n e g a tiv e  b a la n c e  o f  $ -8  to  -13  m i l l io n .  T h e  G o v e rn o r 's  o f f ic e  and D E C  
te s t if ie d  th a t i t  is  c le a r  tha t a change  in  the la w  is n e cessa ry  to  c o rre c t th is  
p r o b le m .

S e c o n d , th e re  a re  n u m e ro u s  q u e s tio n s  a b o u t w h a t s p e c i f ic  p ro g ra m s  s h o u ld  be 
p a id  fo r  fro m  th e  4 7 0  F u n d , and h o w  m u ch  m o n e y  s h o u ld  go  in to  these  
p ro g ra m s . S e r io u s  c o n c e rn s  h a ve  been ra is e d  a b o u t w h e th e r  c u r re n t  p o l ic y  
a nd  e x p e n d itu re s  a re  c o n s is te n t w ith  th e  o r ig in a l  in te n t  o f  th e  L e g is la tu re  in  
1989 .

T h ir d ,  q u e s tio n s  ha ve  been ra ise d  as to  . i a p p ro p r ia te n e s s  o f  a c ru d e  o i l  ta x  
e n a c te d  fo r  v e ry  s p e c i f ic  p u rp o s e s  n o w  b e in g  used to  a d d re ss  e n v iro n m e n ta l 
p ro b le m s  c re a te d  b y  o th e r  in d u s tr ie s .

I t  is  th e  s p o n s o r 's  b e l ie f  th a t the 4 7 0  F u n d  needs to  be f ix e d  th ro u g h  
le g is la t io n . T h e  g oa l is  to  ensu re  th a t th e  S ta te  o f  A la s k a  w i l l  have  a tru e  o i l  
s p i l l  e m e rg e n c y  re s e rv e  o f  $ 5 0  m i l l io n  in  im m e d ia te ly  a v a i la b le  ca sh , to  sp e n d  
in  case o f  a m a jo r  s p i l l  - and  to  p ro v id e  a g u a ra n te e d  and secu re  so u rce  o f  
fu n d in g  fo r  th e  n e c e s s a ry  s ta le  o i l  s p i l l  p re v e n t io n  and  re sp o n se  p ro g ra m s .

Stale Capitol 
Juneau. Alaska 

09801-1 182 
(9 0 / ) -105-4970



DRAFT
.b i j  &  m  Response Fund Summary as of November 5,1993

AS 43.55.230(b)Calculation
Cummulativa Surcharge Collected 112,085,145
Cummulative Expenditures -127,190,873
Difference -15,105,728
Cummulative Other DepositsGeneral Fund 0Program Receipts 0Account 0Miscellanous/Accounts Receivable 0
Reserve For Encumbrances 0
Reserve For Capital Appropriations 0
Reserve for FY 94 Operating Appropriations 0(Excluding Spill Reserve Appropriation)
Balance or Spill Reserve -15,105,728

—  11/05/93 OMB MEMORANDUM

Response Fund
109,200,000

-127,190,873
-17,990,873

44,447,00030,000,0005,007,800•3,049,952
•8,690,862
•3,191,125
•9,302,319

37,229,669

01121210



S E N A T E  C O M M I T T E E  R E r  ^ R T
F IR S T  C O M M IT fE E  O F  R E F E h n A L

D ATE : 5/8/93 FURTHER: FINANCE

Date of 5-Day Notice: i t/ /  9</
(in accordance with Uniform Rule 23)

DATE TURNED 
INTO OFFICE: jzlczsl 9 4

RESOURCES Committee considered SB 215
Oil and hazardous substance release response fund; repealing the authority in law by which marine 
highway vessels may be designed and constructed; amending requirements relating to the revision 
of state and regional master prevention and contingency plans; altering requirements applicable 
to liens for recovery of state expenditures; efd.
and recommends:

[-J] replace w ith_______ £ R £ S ]

[ ] attaches amendment(s)

[ ] adopts___________________ Letter of Intent
[ ] further referral to the

[ I sam e title 
[ * ]  n e w  title  
[ j te ch n ica l 
title  cha n g e  
(H B  only)

[ ] do pass 
[ ] do not pass 
[ ] no recommendation 
[x] individual recommendations

Department Date Zero
FISCAL NOTE INFORMATION 

Fiscal Department Date Zoro Fiscal
S E C , X

[ ] Governor's Bill with Previous Fiscal Notes (enter information above)

T - //2r<̂ ;

ChaTr: S ig n a t u r e  n̂rTci R e c o m m e n d a t io n



STATE OF ALASKA
1994 LEG ISLA T IV E  SESSION

F ISC A L  NOTE
B IL L  NO. SB 215

R ev is ion  D a te : J an u a ry  2 8 , 1 9 9 4 _______________________ D e p a rtm e n t A ffe c te d : D e p a rtm e n t o f  L a w

T itle : " . . .re d e s in n a tin o  th e  o il and  haza rdous____________ BRU: Legal S e rv ice s . E xxon  V a ldez  L it ig a tio n

s u b s ta n c e  re lease response  fu n d . . . " ______________________C o m p o n e n t: Legal S e rv ice s . O p e ra tio n s

S p o n so r: S e n a to r M ille r_________________________________  E xxon V a ldez L itig a tio n _________________________

R e q u es to r: S e n a to r M ille r_______________________________  C O M P O N E N T S ER IAL N O . 0 0 9 3 . 1 1 7 5

EXPEN D ITU R E S/R EVEN U E S:

O P E R A TIN G FY 9 5 FY 9 6 FY 9 7 FY 9 8 FY 9 9 FY 0 0

P E R S O N AL

T R A V E L

C O N T R A C T U A L

SUPPLIES

E Q U IP M E N T

L A N D  &

G R A N T S , C L A IM S

M IS C E LLA N E O U S

T O T A L  O P E R A TIN G x x x x x x x x x x x x x x x x x x x x x x x x

C A P IT A L

REVENUE

F U N D IN G :

1 0 0 2  Federa l

1 0 0 3  GF M a tch

1 0 0 4  GF

1 0 0 5  G F /P ro g ra m

1 0 0 6  G F /M H T IA

O THER

T O T A L x x x x x x x x x x x x x x x x x x x x x x x x

P O S IT IO N S :

F U LL-T IM E x x x x x x x x x x x x x x x x x x x x x x x x

P A R T -T IM E

T E M P O R A R Y

E s tim a te  o f  c u rre n t y e a r (F Y 94) im p a c t:

A N A L Y S IS : (A tta c h  a sep a ra te  page if  necessa ry .) 
P lease see  th e  a tta c h e d  ana lys is .

P repared b y : R ichard  I. P eoues. D ire c to r _____________________  Phone: 4 6 5 -3 6 7 2
iftv e  S e rv ices  D rv is ionQ  »

W v L i  0 %  * 1
ssioner: B ruce M . B o te lhq . A t to i

D iv is io n : A d m in is t r a te  S e rv ices  D rv is io rf )__________ « ^  . I D ate : J a n u a ry  2 8 . 1 9 9 4
. :Rj/. (

A p p ro v e d  b y  C o m m iss io n e r: B ruce M . B o te lhd . A tto rn e y  G enera l
Agency: Department of Law_______________________________________ Date: January 28. 1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Rev 11/93 Page _1___ of 2



FISCAL NOTE

A N A L Y S IS  C O N T IN U A T IO N :

SB 2 1 5  w o u ld  s p lit  th e  p re se n t O il and  H a za rd o u s  S u b s ta n ce  Release R esponse  Fund (4 7 0  Fund) in to  tw o  a c c o u n ts . 

The  f i r s t  a c c o u n t, th e  c a ta s tro p h ic  a c c o u n t, w o u ld  be fin a n c e d  by  a 3 c e n t a barre l c o n s e rv a tio n  s u rc h a rg e  on o il 

p ro d u c t io n . T he  se co n d  a c c o u n t, th e  a b a te m e n t a c c o u n t, w o u ld  be fin a n c e d  by  an o n -g o in g  2 c e n t s u rc h a rg e .

U n d e r p re s e n t la w , th e  L e g is la tu re  can  a p p ro p ria te  O il and H aza rdous  S u b s ta n ce  Fund (4 7 0 ) m o n ie s  to  th e  

D e p a rtm e n t o f  L a w  and o th e r d e p a rtm e n ts  fo r  re c o v e ry  o f th e  c o s ts  o f  c o n ta in m e n t and c le a n u p  ( in c lu d in g  re s to ra tio n  o f 

th e  e n v iro n m e n t)  re s u ltin g  fro m  th e  re lease  o r  th re a te n e d  re lease o f  o il o r a haza rdous s u b s ta n c e . In th e  case  o f the  

D e p a rtm e n t o f  L a w , th is  c u rre n tly  o c c u rs  in  tw o  in s ta n ce s . F irs t, an annua l a m o u n t o f  $ 3 5 5 ,0 0 0  is a p p ro p r ia te d  fro m  the  

oil a n d  h a za rd o u s  s u b s ta n c e  fu n d  to  th e  I egal S e rv ice s  O p e ra tio n s  c o m p o n e n t to  p a y  fo r  th e  d e p a r tm e n t's  c o s t re co ve ry  

e n fo rc e m e n t e f fo r ts  on b e h a lf o f th e  D e p a rtm e n t o f E n v iro n m e n ta l C o n s e rv a tio n . S econd , an a m o u n t o f $ 1 ,0 0 5 ,2 0 0  w as  

a p p ro p r ia te d  in FY 9 4  and  $ 8 0 5 ,2 0 0  is re q u e s te d  fo r  FY 9 5  to  pay  fo r  E X X O N  V A LD E Z  and  c e rta in  o th e r  s ig n if ic a n t oil 

a id  h a za rd o u s  s u b s ta n c e  c o s t re c o v e ry  e f fo r ts .  D u rin g  th e  c u rre n t fis c a l ye a r (FY 9 4 ) th e  d e p a rtm e n t has  a lready 

c o lle c te d  $ 2 0 ,0 0 0 ,0 0 0  ($ 1 4 ,7 6 2 ,7 0 3  fo r  d e p o s it  in th e  g e ne ra l fu n d  and  $ 5 ,2 3 7 ,2 9 7  fo r  d e p o s it in  th e  m it ig a t io n  a cco u n t) 

th a t  is  a tt r ib u ta b le  to  th e  E X X O N  V A L D E Z  o il sp ill. In a d d it io n , th e  d e p a rtm e n t has a lso a lre a d y  c o lle c te d  $ 6 0 0 ,0 0 0  in 

c o s t re c o v e r s e rv ic e s  fo r  d e p o s it in th e  m it ig a t io n  a c c o u n t, fro m  o th e r c o s t re c o v e ry  e ffo r ts .

SB 2 1 5 , b y  d iv id in g  the  4 7 0  Fund , w o u ld  o n ly  a llo w  use  o f th e  3  c e n t c a ta s tro p h ic  sp ill a c c o u n t fo r  c o s t  re co ve ry  

e ffo r ts  re la tin g  to  s p ills  o v e r 4 .2  m illio n  g a llo n s  o r w h e re  th e  G o v e rn o r has dec la red  a d is a s te r e m e rg e n c y . S B  2 1 5  a lso 

p ro v id e s  th a t  all o n -g o in g  s p ill p re v e n tio n  and  re sp o n se  p ro g ra m s  be fu n d e d  b y  th e  2 ce n t fu n d . H o w e v e r , th e  e s tim a te d  

re ve n u e s  fro m  th e  2  c e n t s u rch a rg e  are n o t s u ff ic ie n t to  fin a n c e  th e se  a c tiv it ie s , w h ic h  in c lu d e  D e p a rtm e n t o f  L a w  co s t 

re c o v e ry  e f fo r ts  re la tin g  to  so -ca lle d  n o n -c a ta s tro p h ic  s p ills . In its  fisca l n o te  a n a lys is  o f  SB 2 1 5 , th e  D e p a rtm e n t o f 

E n v iro n m e n ta l C o n s e rv a tio n  has in d ic a te d  th a t  i t  w o u ld  re q u ire  an in it ia l gene ra l fu n d  a p p ro p r ia tic n  o f  $ 5 ,1 0 0 ,0 0 0  to  o ffs e t 

the  lo s s  o f  4 7 0  Fund  m o n ie s . S u b s titu t io n  o f gene ra l fu n d s  fo r  4 7 0  F unds, h o w e v e r, is  s o m e w h a t p ro b le m a tic  in  v ie w  

o f th e  d ra m a tic  d o w n tu rn  in  th e  s ta te 's  g e n e ra l fu n d  re ve n u e s . B ecause m u c h  o f th e  D e p a rtm e n t o f  L a w 's  c o s t  reco ve ry  

e f fo r t  in v o lv e s  th e se  so -ca lle d  n o n - ‘,c a ta s tro p h ic "  s p ills  th e  d e p a rtm e n t w il l  s u ffe r  a d ra s tic  decrease  in fu n d in g  re su ltin g

STATE OF ALASKA BILL NO. SB 215___________
1994 LEGISLATIVE SESSION
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FISCAL NOTE

A N A L Y S IS  C O N T IN U A T IO N :

in a seve re  re d u c tio n  in its  e f fo r ts  to  re c o v e r m o n ie s  o w e d  to  th e  s ta te  b y  p a rtie s  re s p o n s ib le  fo r  o il and  hazardous 

su b s ta n c e  p o llu t io n . M o re o v e r, th e  D e p a rtm e n t o f L a w 's  c o s t re c o v e ry  e n fo rc e m e n t e ffo r ts  p ro v id e  an im p o r ta n t in ce n tive  

fo r  c le a n u p s  by  p riv a te  p a rtie s  w h o , in th e  absence  o f  u n d e rta k in g  c le a n u p  th e m s e lv e s , w o u ld  fa c e  s ta te - fu n d e d  c leanups 

and re p a y m e n t o f  th o se  c o s ts  to  th e  s ta te . In  m a n y  w a y s , c o s t re c o v e ry  is  th e  eng ine  th a t d r iv e s  p r iv a te  c le a n u p s  o f oil 

and  h a za rd o u s  s u b s ta n c e  p o llu t io n . By c re a tin g  a d iv is io n  b e tw e e n  so -ca lle d  c a ta s tro p h ic  and  n o n -c a ta s tro p h ic  sp ill co s t 

re c o v e ry  e ffo r ts ,  SB 2 1 5  w o u ld  d is ru p t s ta te  re c o v e ry  e f fo r ts  and  se rve  as a d is in c e n tiv e  fo r  p r iv a te  c le a n u p s . Because 

o f th e  u n c e r ta in ty  o f s u b s titu te  fu n d in g  i f  SB 2 1 5  is  a p p ro v e d , w e  c a n n o t p re d ic t th e  a m o u n t o f  s u b s titu te  g ene ra l fu n d s  

th a t  m a y  be re q u ire d , n o r can w e  p re d ic t th e  a m o u n t o f  c o s t  re c o v e ry  fu n d s  th a t  w ill be lo s t i f  s u b s t itu te  fu n d in g  is n o t 

fo u n d .

STATE OF ALASKA BILL NO. SB 215_______
1994 LEGISLATIVE SESSION
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FISCAL NOTE

Revision D a t e : _____________________________________
T itle : O il and  H azardous Substance Release

STATE OF ALASKA
1994 LEGISLATIVE SESSION

BILL NO.

Departm ent A ffected:

SB 215

E n v iro n m e n ta l
C onse rva tion

Sponsor
Requestor

Response F und S P A R /A d m in is tra tiv e  Services
S ena to r M i l le r _________
Senate Resources C om m ittee

B R U : ____
Com ponent: A ll  S PA R  C om ponents

C O M P O N E N T  S E R IA L  N O .
Response F und  A d m in is tra tio n

Expcndi tures/Rcvenues:
OPERATING EXPENDITURES F Y  95 F Y  96 F Y  97 F Y  98 F Y  99 F Y 0 0

P ER S O N AL SERVICES
T R A V E L
C O N T R A C T U A L
SUPPLIES
E Q U IP M E N T
L A N D & S T R U C T U R E S
G R A N TS ,C L A IM S
M IS C E LLA N E O U S
T O T A L  O P E R A T IN G S550.0 $1,449.0 $2,860.0 S4.283.0 $5,469.0 $6,918.0

|CAPITAL EXPENDITURES i l l '

CHANGE IN REVENUES ( ) i 1 | | 1

FUNDSOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Prognun Receipt
1006 GF/V.iITIA 
Other

S550.0 S I.449.0 S2.860.0 34,283.0 S5.469.0 S6.918.0

T O T A L S550.0 $1,449.0 $2,860.0 $4,283.0 $5,469.0 $6,918.0

Estimate of any current year (FY94) cost:

POSITIONS:
F U L L -T IM E
P A R T -T IM E
T E M P O R A R Y i

A N A L Y S IS : (A ttach  a separate page i f  necessary.)

See attached

Prepared by: Bob Poe. D irecto r
D iv is io n : In fo rm ation  &  A dm in is tra tive  Services,.

Approved by C o m m is s io n e r___________________________
Agency: D epartm ent o f  Environm enta l C onservation ^

P hone : 465-5010
D a te : 2/24/94

Date: 2/24/94

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE 
For fu rther d is tribu tion  in fo rm a tion , ca ll the G overnor’s Leg is la tive O ffice

(REV 10/93) g:/asdir/fn94/sb215.xls Page 1 of 1



FISCAL NOTE

5-Year Total 
$64,500.0 
$86,029.0 

($21,529.0) 
$21,529.0

* This num ber reflects current funding o f the state 's spill response and prevention program , increased by 3% each year for 
inflation.

This legislation proposes to fund the states's entire spill prevention and response program  from a 2.5 cent per barrel 
surcharge on crude oil produced in A laska. Since S B 215 Version "U" now  allows the catastrophic account, established 
in SB215, to be used for both hazardous substance and oil spills, and Ihere is no spill-size-threshold in order to access 

the catastrophic account, no non-calastrophic spill reserve need be established,

The figure for the 2.5 cent surcharge revenue is extrapolated from forecasts contained in the D epartm ent o f Revenue

FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
Revenue from  .025 surcharge $12,750.0 $12,250.0 $11,250.0 $10,250.0 $9,500.0 $8,500.0
State Spill P revention Program * $13,300.0 $13,699.0 $14,110.0 $14,533.0 $14,969.0 $151418.0

D ifference ($550.0) ($1,449.0) ($2,860.0) ($4,283.0) ($5,469.0) ($6,918.0)
Total GF Cost $550.0 $1,449.0 $2,860.0 $4,283.0 $5,469.0 $6,918.0
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SENATE RESOURCES COMMITTEE 
November 19, 1993 

9:00 A.M. Anchorage 
(INTERIM HEARING)

MEMBERS PRESENT
Senator Mike Miller, Chairman 
Senator Loren Leman, Vice-Chairman 
Senator Dave Donley 
Senator Fred Zharoff
MEMBERS ABSENT
Senator Steve Frank 
Senator Drue Pearce 
Senator Al Adams
COMMITTEE CALENDAR
SENATE BILL NO. 215
"Oil & Hazardous Substance Release Response Fund"
PREVIOUS SENATE COMMITTEE ACTION
SB 215 - No previous action to record.
WITNESS REGISTER
Jack Chenoweth, Legislative Legal Services 
130 Seward Street 
Juneau, Alaska 99801
POSITION STATEMENT: Provided sectional review of SB 215.
Maria Gladziszewski, Legislative Research Agency 
130 Seward Street, Ste. 218 
Juneau, Alaska 99801-2196
POSITION STATEMENT: Provided review of memo regarding SB 215.

Shelby Stastny, Director
State Office of Management & Budget
P.O. Box 110020
Juneau, Alaska 99801-0020
POSITION STATEMENT: Provided review of DOA memos regarding SB 215. 
Senate Resources -1- November 19, 1993

— 11/19/93 (S) KKS MEETING MINUTES



Crasg Tillery
Department of Law
1031 West Fourth Avenue, Ste. 200
Anchorage, Alaska 99501-1994
POSITION STATEMENT: Testified regarding reimoursements of Exxon Valdez 
settlement monies to the "470 Fund."
Mead Treadwell, Deputy Commissioner 
Department of Environmental Conse.vation 
410 Willoughby, Ste. 105 
Juneau, Alaska 99801-1795 
POSITION STATEMENT: Commented on SB 215.
Ardie Gray, Public Affairs Manager
Alaska Oil & Gas Association
121 West Fireweed Lane, Ste. 207
Anchorage, Alaska 99503
POSITION STATEMENT: Supports SB 215.
Walt Furnace
Alaska Support Industry Alliance
4220 B Street, #200
Anchorage, Alaska 99501
POSITION STATEMENT: Supports SB 215.
Richard Mullen, Manager
South East Alaska Petroleum Resource Organization 
3350 Denali
Ketchikan, Alaska 99901
POSITION STATEMENT: Commented on SB 215.
Charles McKee
7800 East DeBarr Road. #63
Anchorage, Alaska 99504
POSITION STATEMENT: Opposes SB 215.
Chip Thoma
2 Marine Way
Juneau, Alaska 99801
POSITION STATEMENT: Opposes SB 215.
ACTION NARRATIVE

SENATOR MILLER called the Resources Committee meeting to order at 9:23

S e n a t e  R e s o u r c e s  *2- N o v e m b e r  19, 1993



a.m. and announced S3 215 OIL & HAZARDOUS SUBS. RELEASE 
RESPONSE FUND to be up for consideration.

SHELBY STASTNY, Director of the State Office of Management & Budge', 
gave an overview of the First, Second and Third Quarter Reports for the Oil 
Surcharge Account (dated 4/2/93, 8/20/93 and 11/10/93) issued by the Dept, of 
Administration which are required by AS 43.55.230(b). He acknowledged there 
is concern that the balance of the fund is a negative number.

He referred to a memo from his office included in a packet submitted by DEC to 
the House Resources Committee hearing last week, dated November 5, 1993, 
regarding similar legislation (House Bill 238). He explained that the statute 
requires that the quarterly reports simply show the cumulative surcharge, or 
total collected through the nickel-per-barrel tax, minus the total cumulative 
expenditures, which produces a negative balance cf $ -15,105,728 according to 
his 11/5/93 memo. The amount actually available in the Response Fund as of 
that date, however, was $37,229,669.

The difference between the Fund balance prepared by DOA and the Fund 
balance prepared by OMB occurs because funding for the cumulative 
expenditures is provided by the nickel-per-barrel tax as well as program 
receipts and other general fund contributions from the oil industry. Therefore, 
based on the statutory calculation, the ending balance will never reach $50 
million unless there is $125 million in the Fund.

The Administration would like to see some sort of correction so the quarterly 
reports reflect the true Fund balance. He stated that if the Legislature's goal is 
to provide a $50 million fund, then there should be a better way of calculating 
when the tax "turns off." The administration's position is that the state should 
accumulate a $50 million fund that will always be available to respond to 
disasters and other significant spills, releases, etc.

SENATOR MILLER asked Mr. Stastny to clarify if and when the tax would

S e n a t e  R e s o u r c e s -3- N o v e m b e r  19. 1993



cease based on the $ -15 million and $37 million figures presented in the OMB 
memorandum.

MR. STASTNY said he believes the tax would stop when the figure in the right 
hand column ($37 million) reached approximately $125 million due to the $75 
million in expenditures which come from revenues other than the nickel-per- 
barrel tax. He noted that when the present administration took office the 
balance of the fund was between $8 and $9 million and has increased to the 
present $37 million.

SENATOR LEMAN asked why the figures reflecting the Cumulative 
Surcharge Collected were different jnderthe columns titled AS 43.55.230(b) 
Calculation and Response Fund.

MR. STASTNY said the Response Fund figure is an amount appropriated by 
the Legislature annually. However, the state continually collects the surcharge 
(reflected in the AS 43.55.230(b) Calculation column) even though it has not yet 
been appropriated by the Legislature.

CRAIG TILLERY, Department of Law, explained the process for 
reimbursements of Exxon Valdez settlement monies to the Fund. He testified 
that Exxon is required to pay $900 million in settlement money. Of that amount, 
the state and federal governments are entitled to take their reimbursements 
from certain Exxon Valdez oil spill related expenses. The remainder goes into 
the Exxon Valdez Trust Fund where it is spent under the direction of the joint 
federal and state trustees. The governments determine what their restoration 
needs will be for a given year, then look at how much will be left ower and from 
that, take the aopropriate amount due

That money does not go through the Trust Fund but straight to the governments 
via the General Fund. The money being reimbursed from the Response Fund 
goes into the Mitigation Account from which the Legislature may, as it always 
has done, appiopriate it back into the Response Fund.
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He pointed out that under the proposed bill, the money would go to the Oil & 
Hazardous Substance Release Contingency and Abatement Account 
(OHSRCAA) from which the commissioner may spend money. He views this as 
bypassing the process of legislative appropriation of the money into the 
OHSRCAA which could be viewed as setting up a dedicated fund. He 
suggested the committee explore the possibility of running the money through 
the Mitigation Account, then allowing the Legislature to appropriate it into the 
OHSRCAA.

MARIA GLADZISZEWSKI, Legislative Research Agency, reviewed her 
memo dated 11/18/93 in response to questions posed by Senator Miller. The 
first asked for the current balance in the Spill Response Fund and the 
emergency spill reserve. She said the committee heard from Mr. Stastny 
regarding the balance of the fund and referred to the flow chart (Table One) 
attached to her memo. She also referred to Table Two in the memo which 
explains the process discussed by Mr. Tillery regarding reimbursements.

The second question asked if a legislative appropriation to the emergency spill 
reserve is considered an expenditure for the purpose of AS 43.55.230(b) 
(suspension and reimposition of the $0.05/bbl surcharge). She referred to a 
memo by Mr. Breck Tostevin, Department of Law, which concludes that money 
appropriated to the spill reserve is not considered an expenditure for the 
purpose of calculating whether to suspend the surcharge.

The third question askrd for (1) the current status of the Exxon Valdez 
settlement reimbursements to the State of Alaska and the Response Fund, (2) 
the amount that h? j  been reimbursed so far and (3) how much is likely to be 
reimbursed in f,.e future. A detailed response is contained in Ms. 
Gladszizewski's memo.

JACK CHENOWETH, Legislative Legal Services, gave a sectional summary 
of SB 215.
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The principal changes occur with respect to the structure and objects of 
expenditure of the Oil & Hazardous Substance Release Response Fund. It is 
divided into two accounts; the Release Contingency and Abatement Account, 
and the Catastrophic Oil Release Response Account.

Section 25 identifies the division of the current fund into two accounts.

Section 26 identifies, by name, the two accounts.

Section 27 is a drafting change to reflect the fact that the Fund is divided into 
two accounts.

Section 28 adds in the proviso that equipment that can be used at the 
substance response depots may be purchased out of the Fund and that the 
current authorization of expenditure for marine ferries is to be repealed.

Section 29 discusses the composition of the Oil & Hazardous Substance 
Release Contingency and Abatement Account (OHSRCAA); Section 30 
discusses the composition of the Catastrophic Oil Release Response Account 
(CORRA) and essentially requires what is currently required of the Fund as a 
whole.

Section 31 makes changes in what the two accounts may be used for. The 
Catastrophic Release Account may be used for major oil releases; the 
Contingency and Abatement Account is used for events that fall short of 
catastrophic or threatened catastrophic oil releases.

Sections 32 and 33 are companion measures which both discuss what the 
Governor may do with the balance of funds in the Catastrophic Release 
Account. Following the passage of Senate Bill 90 in 1993, Section 32 is no 
longer necessary in SB 215 and Section 33 would become the operative 
section.
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Section 34 speaks to the use of monies from either account and requires a 
specific appropriation for most purposes except for immediate response action 
currently authorized in law.

Sections 8 and 35 reflect the division of the Fund into two accounts.

Sections 42 and 43 reflect revisions of definition of the terms "release" and 
"threatened release."

Sections 36 and 37 make conforming changes.

Sections 1, 4, 6, 7 and 41 make reference to the renamed accounts.

Section 5 refers to the two accounts and touches upon grants to municipalities 
for disaster emergencies.

Sections 44 and 49 reflect changes in the definition of "catastrophic oil 
discharge" in an effort to explain that definition's applicability.

MR. CHENOWETH summarized that all the above sections make changes 
that reflect the fact that the current 470 Fund would be divided into two 
accounts, and the purpose of the accounts would differ in that the Catastrophic 
Release Account would be used for major oil releases, and the Contingency 
and Abatement Account would handle other purposes spelled out in the bill 
revisions.

Sections 9 through 16 reflects a revision in the oil & gas conservation 
surcharge, or nickel-per-barrel surcharge. This would be replaced by two 
surcharges, one at three cents and one at two cents. The .03 levy is deposited 
into the Catastrophic Release Account and is subject to suspension or 
termination when the balance of the fund reaches $50 million. The .02 levy is 
deposited into the Contingency and Abatement Account and continues without 
limitation.
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Section 38 reassigns the Oil & Hazardous Substance Response Corps to DEC.

Section 39 transfers responsibility for maintaining the response depots to DEC.

Section 46 moves the State Emergency Response Commission from DEC to 
DMVA.

Section 51 holds harmless the terms of persons serving on the Response 
Committees despite the agency transfer.

Sections 2 and 3 address the Governor's authority to declare disaster 
emergencies.

Sections 32 and 33 make changes that relate to the Governor's use of money in 
the Oil and Hazardous Substance Release Prevention & Response Fund in the 
face of a disaster emergency.

Sections 17 and 18 make conforming changes.

Sections 19 and 20 make changes in the statewide prevention and contingency 
master planning process.

Sections 22 and 23 make changes in the regional prevention and contingency 
master planning process and eliminate the Oil & Hazardous Substance 
Response Office's ability to conduct spill technology research.

Section 24 amends the definition of "catastrophic oil discharge" to include the 
declaration of a disaster emergency by the governor.

Section 40 assigns the Oil & Hazardous Substance Response Office the 
authority to contract to provide personnel for certain release related work.
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S e c t io n s  43 a n d  45 r e v i s e  th e  de fin it ion  of " th re a te n e d  r e le a s e . "

MR CHENOWETH suggested that some technical drafting changes should be 
considered to "clean up" the bill based on action taken during the first session of 
the 18th Legislature before reporting the measure from committee.

MEAD TREADWELL, Deputy Commissioner, Dept, of Environmental 
Conservation referred to a draft package submitted to the Committee entitled 
"DRAFT 11/12/93: Principles for Consensus on the Response Fund Funding."
He emphasized the Department's desire to work with all interested parties in 
maintaining a strong spill response program. He also emphasized that DEC 
does want to build and maintain a $50 million spill reserve and believes that will 
be achieved this year. Finally, he pointed out that DEC agrees that greater 
equity should be achieved in funding sources for the non-crude and hazardous 
substance prevention and response aspects of the program.

The Department's strategy is to look at other ways to expand response fund 
sources including cost recovery. The fund is owed approximately $30 million 
from Exxon Valdez expenditures and DEC estimates the recovery schedule on 
page 6 of the draft. DEC is also increasing, in cooperation with the Department 
of Law, cost recovery efforts.

Damages and fines currently collected by the Mitigation Account could possibly 
be figured in when determining suspension of the tax.

Fees to be paid by non-crude facilities for contingency plan review, as well as 
fees for financial responsibility submissions, could be imposed. Loading fees 
as a source of UST funding has been discussed. Substitution of General 
Funds, including .. iterest on the spill reserve and use of other tax revenues, 
were suggested as other possible funding sources to cover the program.

Suggestions regarding the surcharge include: 1) amending the tax law to reflect 
that the tax is collected when the balance of the fund, less obligations

S e n a t e  R e s o u r c e s -9- N o v e m b e r  19, 1993



appropriated by the Legislature or spent from the spill reserve, is less than $50 
million and 2) adopting an incentive clause stating that the tax will not be 
collected in such a year unless other named sources are also appropriated to 
the fund.

DEC has reviewed methods to further limit fund expenditures including: removal 
of full funding for the SERC by making an all-hazards SERC, repeal of the 
provision that allows ferries to be built with the Response Fund, and requiring 
review of expenditures by a body such as the SERC in case of spill prevention 
and response plans, and the HSSTRC in case of research.

MR. TREADWELL asked that if the committee goes forward with the 
legislation that it review page 6 of the draft package regarding fund availability if 
the surcharge is split. He also discussed related options which are outlined on 
Page 7 of the package. Page 8 shows a spreadsheet projecting various 
expenditures and ways the program might continue through the year 2000.

[THE TESTIMONY OF MR. CHARLES MCKEE, MS. ARDIE GRAY AND MR. 
WALT FURNACE WAS INAUDIBLE DUE TO TAPE MALFUNCTION. A COPY 
OF MS. GRAY'S WRITTEN TESTIMONY WAS MADE AVAILABLE AND IS 
ATTACHED.]

CHIP THOMA, Juneau, testified that the 470 Fund is, for the most part, the 
crude and non-crude producers' profits. He stated these producers are behind 
the proposed gutting of the 470 Fund. Very large profits are also being made by 
the refiners and transporters. He believes anti-trust fraud and price fixing 
practices exist in the fuel industry and hopes it will be curtailed. He pointed out 
that a recent BLM audit of the TAPS, Alyeska, and the owner companies shows 
the management responsibility for serious operational shortcomings is 
practically nonexistent. He does not believe any of the owner companies have 
taken steps necessary to prevent another large spill, nor have they made the 
improvements necessary to protect communities and river systems in Alaska
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that depend on refined products. He stated this is why the 470 Fund exists, and 
should remain, in its present size and form.

RICHARD MULLEN, manager of South East Alaska Petroleum Resource 
Organization (SEAPRO), a pollution response cooperative of 39 member 
companies, funded by non-crude oil operations, has had concerns for so. le 
time regarding the operations of the 470 Fund. SEAPRO believes the Fund is 
not accomplishing what the Legislature intended and they support an effort to 
"fix" the Fund so that money is available in the event of a catastrophic spill. A 
careful review should also be made of what has been accomplished in creating 
a pollution response capability. They feel only a portion of the potential 
pollution sources in the region have been passed, through regulation and 
statute, to prepare to do a better job of prevention and response. The vast 
majority of spills come from unregulated sources and in these cases, no 
response is undertaken unless it is done by the Coast Guard. SEAPRO 
believes the Fund is valuable, yet it is regionally limited, it targets only a small 
segment of the potential global pollution threat, and is not necessarily available 
to the public. The Legislature should look at wh* t is available and determine 
methods to make better use of those sources to protect the general public.

SENATOR MILLER said the committee will take up SB 215 within the first or 
second week of the next session, work with concerned parties, and try to move it 
out of committee before the end of the first month.

SENATOR MILLER adjourned the meeting at 3:00 p.m.

S e n a t e  R e s o u r c e s -11- N o v e b m e r  19. 1993



TESTIMONY OF THE 
ALASKA OIL AND GAS ASSOCIATION

OIL & HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND
SB 215/HB 238

I am Ardie Gray, Public Affairs Manager of the Alaska Oil and Gas Association (AOGA). 
AOGA is a non-profit industry trade association. Its 18 member companies account for 
the majority of oil and gas exploration, production, refining, marketing and transportation 
activities in Alaska.

AOGA appreciates the opportunity to testify on several issues related to the Oil and 
Hazardous Substance Release Response Fund ("470 Fund").

As AOGA testified at the House and Senate Economic Task Force Mini-Summit hearing 
and House Resources Committee hearings earlier this year, our industry considers tax 
stability an important element for an economic climate to encourage industry investment 
in Alaska projects. We also identified, as a paricular industry concern, appropriations 
from the 470 Fund which do not serve the purpose for which the Legislature imposed a 
nickel per barrel tax on production in 1989.

After the Valdez oil spill, the Legislature levied this nickel per barrel tax for the purpose of 
accumulating 50 million dollars in a fund for emergency oil spill containment and 
cleanup. The original intent of the nickel per barrel tax was that it be used for emergency 
response and preparedness only. Four years later, more than 110 million dollars in new 
taxes have been collected from the oil industry for the Fund.

Most of that money has been spent. Over the past four years, money has been 
appropriated from the 470 Fund for things like cleaning up state campgrounds, state 
airports, privately-owned greenhouses, and buying new ferries. These may be important 
concerns, but they are not oil spill emergencies.
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B U D G E T  A P P R O P R IA T IO N S :

As the Governor's Organizational Efficiency Task Force Summary Report stated in June 
of 1992, "the liberal use of the Fund appears to ba driving up total state spending with 
little concern for efficiency."

The original fiscal notes from the 1989 and 1990 sessions, according to a recent report 
by the Prince William Sound Regional Citizens Advisory Council (RCAC), projected 
annual expenditures from the 470 Fund on the order of 5 to 8 million dollars per year. 
Expenditures have now grown to levels significantly higher than that.

It is also very clear that the 470 Fund was never intended to fund one-third of ADEC's 
operating budget.

The current Legislature should be commended for the efforts undertaken during the 1993 
session in an attempt to make 470 Fund appropriations more consistent with the original 
purposes of the Fund when the tax was enacted. It was particularly significant that the 
Legislature chose to end funding for environmental activist organizations to undertake 
activities such as hiring former legislative aides, and rejected a proposal to expand Fund 
uses for something called an "international increment." While significant progress was 
made, more changes are necessary.

ACCOUNTING PROBLEM:

Two new issues relating to accounting for money in the 470 Fund arose during legislative 
debate last session on HB 238. The first problem relates to how the balance in the 470 
Fund is calculated.

AS 43.55.230 requires that:

"not later than 30 days after the end of each calendar quarter, the commissioner of 
administration shall determine the cumulative total of money

(1) that has been deposited through the calendar quarter into the general fund 
under AS 43.55.210 (the nickel per barrel tax);
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(2) expended through that calendar quarter from the oil and hazardous substance 
response fund established in AS 46.08.010 (the 470 Fund)."

The commissioner of administration is then required to:

"within 15 days of making the determination required by this section, the 
commissioner of administration shall report to the commissioner (of revenue) the 
difference between (a)(1) of this section and the amount determined under (a)(2) 
of this section.

If the commissioner of administration reports that the difference determined by this 
section equals or exceeds $50,000,000, the commissioner of revenue shall 
suspend imposition and collection of the surcharge levied and collected under AS 
43.55.200."

To our knowledge, despite the statutory requirement that this be reported every quarter, 
this formal report was issued for the first time on April 2 of this year. The issuance of this 
first report was very disturbing to our industry. The report showed that the 470 Fund 
actually carried a NEGATIVE BALANCE OF 12 MILLION DOLLARS!

This effectively meant that our industry would have to pay an additional $62 million 
dollars in nickel per barrel taxos before the 50 million dollar cap originally intended for 
the Fund would be reached.

The second accounting problem relates to the money accumulated in the emergency 
spill reserve. The question is whether this money actually counts toward the $50 million 
cap on the Fund.

In order to maintain an emergency spill reserve, each year in the front section of the 
operating budget the Legislature has appropriated money to an emergency spill reserve 
fund AOGA believes the intent of the Legislature is to be fiscally responsible, while 
addressing the constitutional prohibition on dedicated funds.

The problem created by this separate appropriation is whether this money has been 
"expended" from the 470 Fund. If this appropriation is an "expenditure" then it does not 
count toward the $50 million cap on the Fund.
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This issue was first raised by the Legislature Research Agency when they reported 
earlier in the year that the 470 Fund balance was only 100 thousand dollars. ADEC has 
taken a differing view, asserting that this monoy has not been expended. In either case, 
this statute is in need of clarification.

SPLITTING OF THE 470 FUND:

Given all of the confusion over what the balance in the 470 Fund is, whether 
appropriations to the spill reserve are considered "expenditures", and the differing views 
over what are appropriate uses of the money in the 470 Fund, AOGA believes it is 
necessary to look at a new approach to the Fund.

For this reason, AOGA strongly supports the proposal in SB 215 and HB 238 to split the 
current nickel into two funds; a 2 cents per barrel "oil spill preparedness account", to be 
funded through a permanent 2 cents per barrel tax, and a 3 cents per barrel "catastrophic 
oil discharge account."

This proposal is a "win-win" opportunity for all interested parties for several reasons:

First, it will provide for the $50 million cash emergency fund originally envisioned in 1989 
-- undiluted by other environmentally-related expenditures. The new proposal would 
ensure that there was a separate and secure independent source of $50 million 
available to the state and local communities in case of an emergency. To provide initial 
money for the "catastrophic oil discharge reserve account", AOGA believes it is essential 
that the balance in the current oil spill emergency reserve fund be transferred to the new 
account.

Second, the permanent 2 cents per barrel tax would go into an "oil spill preparedness 
account", ensuring a permanent and secure source of funding for state prevention and 
preparedness programs as long as oil is being produced in Alaska. The 2 cent per barrel 
tax would provide over $10 million per year, more than the $5-$8 million originally 
projected. While this is somewhat less than is currently being spent on operating 
programs from the 470 Fund, it should also be noted that ADEC has indicated that long 
term operating costs for prevention and response programs will decrease once initial 
"startup costs" have been incur.ed.
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Third, it will provide some form of tax certainty for the industry. The current hidden tax 
policy will be eliminated. Industry will continue to pay the 5 cents per barrel tax until the 
"catastrophic oil discharge emergency reserve account" reaches $50 million, with a 
permanent 2 cents per barrel tax being paid after that time. No more guessing games as 
to when, or if, the current temporary tax would be suspended.

Fourth, and most important, this legislation will provide certainty for Alaska's citizens. 
The public will know that there is a $50 million fund sitting there in case of emergency, 
and only in case of an emergency. The public will also know that there is a fair and 
secure source of guaranteed funding available fcr the state's prevention and 
preparedness programs.

UNDERGROUND STORAGE TANKS:

A major subject of legislative debate in recent years has been funding for the state's 
underground storage tank cleanup assistance program. Legislation has been proposed 
to tap the 470 Fund to pay for the program and the Legislature has used the 470 Fund 
Mitigation Account to pay for the program jring the last two sessions.

As AOGA has previously testified, we do not believe it is appropriate to use the state's 
supposed oil spill emergency fund tc pay for this program.

However, AOGA does support continuing the policy of using mitigation account 
reimbursement money tc fund the state's share of the underground storage tank cleanup 
assistance program. With future Exxon Valdez settlement reimbursement payments 
flowing into the mitigation account, there should be ample funding available for the 
underground storage tank program.

PUBLIC OPINION:

Finally, I would like to share with you the results of some recent public opinion survey 
work conducted by Dittman Research for AOGA.

In September of this year, Human Research conducted a statewide survey of 516 
residents in 55 Alaska communities. We asked three questions related to the 470 Fund, 
with the following results.
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1. "After the Prince William Sound oil spill, Alaska's state Legislature established a 
special tax on the oil industry of 5 cents per barrel to go into an emergency 
response fund to be available to respond to future spills if necessary. The goal 
was to build the fund up so that 50 million dollars would be available, then 
eliminate the tax. Do you favor or oppose this goal?"

Favor 86%
Oppose 12 %
Unsure 2%

2. "Do you feel the money placed in the emergency response fund should stay there 
until it builds up to 50 million dollars, or should it be spent as it is being collected in 
order to provide money for operating expenses of the Department of 
Environmental Conservation and other purposes?"

Stay there 79% 
Be spent 19%
Unsure 2%

3. "The special tax was to be eliminated after the emergency fund reached a balance 
of 50 million dollars. However, much of the money has been spent, so even 
though the oil industry has paid over one-hundred million dollars in special taxes 
into the fund, the balance of the fund remains far below 50 million dollars and the 
special tax remains in efsct. Do you approve or disapprove of the state's current 
practice of keeping the fund balance below 50 million dollars so the special tax 
can stay in effect?"

Disapprove 71% 
Approve 22%
Unsure 7%

CONCLUSION:

The 470 Fund is broken and it must be fixed. AOGA believes that SB 215 and HB 238 
will provide the appropriate fix - one consistent with the desire of Alaska's public to have 
an indepenJent emergency spill reserve fund.
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D R A F T  1 1 / 1 2 / 1 9 9 3

P r i n c i p l e s  f o r  c o n c e n s u s  o n  R e s p o n s e  F u n d  F u n d i n g

G o a l s :

" M a i n t a i n  s t r o n g  S t a t e - l e d  spill p r e v e n t i o n  a n d  

r e s p o n s e  p r o g r a m .

" B u i l d  a n d  m a i n t a i n  $ 5 0  milllcii spill r e s e r v e .

" A t t e m p t  t o  a c h i e v e  g r e a t e r  e q u i t y  i n  f u n d i n g  

s o u r c e s  f o r  n o n - c r u d e / h a z a r d o u s  s u b s t a n c e  p r e v e n t i o n  

a n d  r e s p o n s e .

S t r a t e g y :

" E x p a n d  R e s p o n s e  F u n d  S o u r c e s ,  I n c l u d i n g  c o s t  

r e c o v e r y .

" S i m p l i f y  a c c o u n t i n g  m e c h a n i s m  t o  

i m p o s e / s u s p e n d  c r u d e  oil s u r c h a r g e .

" D o n ’t d i m i n i s h  t h e  R e s p o n s e  F u n d ’s  c a p a b i l i t y  t o  

f u n d  n e c e s s a r y  p r o g r a m s  u n t i l  o t h e r  s o u r c e s  a r e  In 

p l a c e  f o r  n o n - c r u d e / h a z a r d o u s  s u b s t a n c e  p r e v e n t i o n  

a n d  r e s p o n s e .

DEC DRAFT 11/12/93: PRINCIPLES FOR ___
CONSENSUS ON RESPONSE FUND FUNDING
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S p e c i f i c  c o n c e r n s  t o  m e e t  w h e n  a p p l y i n g  t h e  S t r a t e g y :

* E v e n  t h o u g h  t h e  S p i l l  R e s e n / e  a p p r o a c h e s  $ 8 7  

m i l l i o n ,  a n d  t h u s  j u s t  $ 1 3  m i l l i o n  w o u l d  b e  n e c e s s a r y  t o  

r e a c h  a  r e s e r v e  f i g u r e  o f  $ 5 0  m i l l i o n ,  t h e  f o r m u l a  f o r  

s u s p e n d i n g  t h e  t a x  r e q u i r e s  a t  l e a s t  $ 6 5  m i l l i o n  m o r e  

b e  c o l l e c t e d ,  a b o v e  a d d i t i o n a l  e x p e d l t u r e s ,  b e f o r e  t h e  

t a x  Is s u s p e n d e d .

* T h e r e  a r e  n o w  n o  b uilt-in I n c e n t i v e s  f o r  t h e  

l e g i s l a t u r e  t o  c r e d i t  r e p a y m e n t s  t o  t h e  s t a t e  f r o m  f u n d  

e x p e n d i t u r e s  t o  t h e  f u n d  in c o l l e c t i n g  t h e  t a x .

* T h e r e  Is a  p e r c e p t i o n  t h a t  s o m e  a u t h o r i z e d  f u n d  

e x p e n d i t u r e s  s h o u l d  b e  u n a u t h o r i z e d  o r  f u r t h e r  l i m i t e d .  

F u r t h e r  c h e c k s  a n d  b a l a n c e s  m a y  b e  n e c e s s a r y .

* T h e  s i z e  o f  t h e  spill p r e v e n t i o n  a n d  r e s p o n s e  

p r o g r a m  s e e m s  t o  g r o w  t o  m a t c h  f u n d s  a v a i l a b l e  f r o m  

t h e  t a x ,  a n d  s h o u l d  I n s t e a d  b e  s e t  t o  m e e t  n e e d s  f o r  t h e  

e n v i r o n m e n t  a n d  s a f e t y  a n d  f u n d e d  f r o m  a n  e q u i t a b l e  

s e r i e s  o f  s o u r c e s  o n  t h e  " p o l l u t e r  p a y s "  p r i n c i p l e .
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O t h e r  p o s s i b l e  f u n d i n g  s o u r c e s :

♦ R e c e i p t s  f r o m  c o s t  r e c o v e r y / r e i m b u r s e m e n t

♦ M i t i g a t i o n :  d a m a g e s ,  f i n e s ,  et c .

♦ F e e s :  p o s s i b l e  f e e  f o r  c o n t i n g e n c y  p l a n  r e v i e w  b y  

n o n - c r u d e  f a c i l i t i e s ,  f i n a n c i a l  r e s p o n s i b i l i t y  

s u b m i s s i o n s ,  e t c .  L o a d i n g  f e e s  h a v e  b e e n  d i s c u s s e d  

a s  p o s s i b l e  U S T  f u n d i n g  s o u r c e .

♦ S u b s t i t u t i o n  o f  g e n e r a l  f u n d s  -- I n t e r e s t  o n  t h e  spill 

r e s e r v e ,  u s e  o f  o t h e r  t a x  r e v e n u e s .

M e t h o d  t o  s u s p e n d  t h e  t a x  a n d  I n c l u d e  o t h e r  s o u r c e s :

♦ A m e n d  t h e  t a x  l a w  t o  s t a t e ,  s i m p l y ,  t h a t  t h e  t a x  is 

c o l l e c t e d  w h e n  t h e  b a l a n c e  o f  t h e  f u n d ,  l e s s  o b l i g a t i o n s  

a p p r o p r i a t e d  b y  t h e  l e g i s l a t u r e  o r  s p e n t  f r o m  t h e  spill 

r e s e r v e  a s  p r o v i d e d  b y  i a w ,  Is l e s s  t h a n  $ 5 0  m i l l i o n .

♦ C o n s i d e r  a n  i n c e n t i v e  c l a u s e  t o  s t a t e  t h a t  t h e  t a x  

will n o t  b e  c o l l e c t e d  in s u c h  a  y e a r  u n l e s s  o t h e r  n a m e d  

s o u r c e s  ( a n y  t h e  l e g i s l a t u r e  c h o o s e s  f r o m  t h e  list 

a b o v e )  a r e  a l s o  a p p r o p r i a t e d  t o  t h e  f u n d .



M e t h o d  t o  f u r t h e r  limit f u n d  e x p e n d i t u r e s :

• R e m o v e  full f u n d i n g  f o r  t h e  S E R C  b y  m a k i n g  a n  

a l l - h a z a r d s  S E R C .

• R e p e a l  t h e  p r o v i s i o n  t h a t  a l l o w s  f e r r i e s  t o  b e  b u i l t  

w i t h  t h e  F u n d .

• F u r t h e r  c h e c k s  a n d  b a l a n c e s ,  s u c h  a s  r e q u i r i n g  

r e v i e w  o f  c a p i t a l  a n d  o p e r a t i n g  e x p e n d i t u r e s  b y  a  b o d y  

s u c h  a s  t h e  S E R C  In  c a s e  o f  spill p r e v e n t i o n  a n d  

r e s p o n s e  p l a n s ,  a n d  t h e  H S S T R C  i n  c a s e  o f  r e s e a r c h .



SENT BYlXerox Telec.opier 7021 111-18-93 ; 10:04AM J

P r o j e c t e d  t r e n d s  in  c u r r e n t  c o s t  c o m p o n e n t s :

S P A R  D i r e c t o r  -- M a i n t a i n  R e s p o n s e  F u n d ;  s o m e  G F .

I n d u s t r y  P r e p a r e d n e s s  -- P r o g r a m  m a y  n e e d  t o  g r o w  t o  

c o v e r  u n r e g u l a t e d  facilities o r  s u b s t a n c e s ,  a s  

e v i d e n c e d  b y  I n d i a n  S p i l l  a n d  c h l o r i n e  l e a k s  s t a t e w i d e  

t h a t  r e q u i r e d  e v a c u a t i o n .  N o n - c r u d e  fac i l i t i e s  c o u l d  b e  

a s k e d  t o  p a y  a  f e e  f o r  c - p l a n  r e v i e w .

G o v e r n m e n t  P r e p a r e d n e s s  -  C o n v e r t  S E R C  t o  D i s a s t e r  

P l a n n i n g ;  p r i m a r i l y  G F / F e d e r a l  F u n d s .  O t h e r  a g e n c i e s ’ 

f u n d i n g  f o r  S E R C  p a r t i c i p a t i o n  w o u l d  f o l l o w  s u it.

C o n t a m i n a t e d  S i t e s  ~  P r o g r a m  a t t e m p t s  c o s t  r e c o v e r y ;  

l o a d i n g  f e e s  o r  o t h e r  G F  c o u l d  i n c r e a s e  e q u i t y ;  E P A  is 

c o n s i d e r i n g  a l l o w i n g  s t a t e s  a c c e s s  t o  s u p e r f u n d ;  C o a s t  

G u a r d  h a s  g i v e n  s t a t e  a c c e s s  t o  oil p o l l u t i o n  f u n d .

U S T  P r o g r a m  A d m i n i s t r a t i o n  -  C o s t s  c o u l d  b e  b o r n e  b y  

s a m e  s o u r c e  a s  t h e  U S T  g r a n t  p r o g r a m .  P r o g r a m  

s h o u l d  h a v e  r e d u c e d  g r a n t  r e q u i r e m e n t s  a s  I n s u r a n c e  

d e a d l i n e s  t a k e  h o l d  l a t e  In d e c a d e .  G e n e r a l  f u n d s ,  

l o a d i n g  f e e s  a r e  p o s s i b l e  s o u r c e s .  M i t i g a t i o n  a c c o u n t  

is c u r r e n t  s o u r c e  f o r  g r a n t  p r o g r a m .

O t h e r  D E C  D i v i s i o n s  »  M a i n t a i n  R e s p o n s e  F u n d .

O t h e r  D e p a r t m e n t s  -  M a i n t a i n  R e s p o n s e  F u n d  o r  

a l t e r n a t e  f u n d i n g  s o u r c e  f o r  c - p i a n  r e v i e w  b y  A D F & G ,  

D N R .  M a i n t a i n  R e s p o n s e  F u n d  f o r  D e p t ,  o f  L a w ,  D M V A  

o n  c o s t  s h a r i n g ,  P u b l i c  S a f e t y  f o r  i n v e s t i g a t i o n s .
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If s u r c h a r g e  Is s p l i t  ( $ . 0 3 / . 0 2 ) ,  w h a t  Is a v a i l a b l e ?

[ A t  a  n i c k e l  a  b a r r e l ,  r e v e n u e  e s t i m a t e s  a r e  $ 2 6  

m i l l i o n  c o l l e c t e d  I n  1 9 9 3  a v a i l a b l e  f o r  F Y  1 9 9 5 ]

. 0 2  . 0 3

F Y  9 5 $ 1 0 , 4 0 0 $ 1 5 , 6 0 0

F Y  9 6 9 , 8 4 0 1 4 , 7 6 0

F Y  9 7 9 , 0 4 0 1 3 , 5 6 0

F Y  9 8 8 , 2 4 0 1 2 , 3 6 0

F Y  9 9 7 , 5 6 0 1 1 , 3 4 0

F Y O O 6 , 8 0 0 1 0 , 2 0 0

S p i l l  R e s e r v e  P r o j e c t e d  a t  e n d  o f  F Y  1 9 9 4 :  $ 3 6 , 5 8 8 . 3

M i t i g a t i o n  a c c o u n t  r e v e n u e s  p r o j e c t e d :

F Y 9 5  F Y 9 6  F Y 9 7  F Y 9 8  F Y 9 9  F Y O O

5 , 3 0 0  8 , 3 0 0  8 , 6 0 0  8 , 9 0 0  9 , 0 0 0  1 , 0 0 0

F u n d i n g  n e e d :

$ 1 4 . 1  m l l l l o n / y r .
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O p t i o n s :  [In all c a s e s ,  l o o k  f o r  a l t e r n a t e  f u n d i n g

s o u r c e s , ]

1 . [ D E C  p r o p o s a l ]  C o l l e c t  o n l y  a s  m u c h  is  n e c e s s a r y  

f o r  t h e  s p i l l  r e s e r v e  a n d  t o  r u n  spill p r e v e n t i o n  a n d  

r e s p o n s e  p r o g r a m .  C h a n n e l  c o s t  r e c o v e r y  d i r e c t l y  t o  

t h e  F u n d  t h r o u g h  a n  I n c e n t i v e  c l a u s e  i n  t h e  t a x ,  

I n c l u d i n g  p r o j e c t e d  E x x o n  r e i m b u r s e m e n t s  t o  t h e  f u n d .

2 . [ C u r r e n t  H B  2 3 8 ]  S p l i t  t h e  n i c k e l :  . 0 3 / . 0 2 ,  a n d  

c h a n n e l  c o s t  r e c o v e r y  t o  t h e  f u n d  o r  t h e  spill r e s e r v e .  

[ T h i s  l e a v e s  p o t e n t i a l  m a j o r  d e f i c i t  I n  spill r e s p o n s e  

p r o g r a m . ]

3.  [ M o d i f i e d  H B  2 3 8 ]  S p l i t  t h e  n i c k e l  b u t  E x x o n  F u n d  

c o s t  r e c o v e r y  d i r e c t l y  t o  t h e  F u n d .  [ T h i s  l e a v e s  s u r p l u s  

t h a t  m a y  b e  a p p r o p r i a t e d  e l s e w h e r e . ]

T a x  c o l l e c t e d :  O p t i o n  1 O p t i o n  2 / 3  D e f i c i t / S u r p l u s

1 9 9 3  f o r  F Y  * 9 5 $ 2 6 . 0 $ 2 6 . 0 ( 3 . 7 ) / 1 . 5

1 9 9 4 ”9 6 0 . 0 9 . 8 ( 4 . 3 ) / 5 . 0

1 9 9 5 * 9 7 7 . 8 9 . 0 ( 5 . 1 ) / 8 . 5

1 9 9 6 ’9 8 5 . 3 9 . 0 ( 5 - 9 ) / 1 1 -5

1 9 9 7 ’9 9 5 . 2 8 . 6 ( 6 . 5 ) / 6 . 0

1 9 9 8 ’0 0 1 3 . 2 7 . 8 ( 7 . 3 ) / ( . 3 )
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Oil and H aza rd ou s  S u b s la n c a  P reven tion  and R ssp on a s  Fund o/iwln(foam\legMa5on\236dea2j(ls
D EC  P rop o sa l 11 /93 1 Revised 11/WW

FYM FYM FYM FY97 FYM FYOO FY2000
Revenue (In Thouwnda)
Balance fforwart UnroaefvodrtJnotdgaMd Spill Rwrvi 27,084.1 38,5883 587083 47,6223 50,0003 510010 50,000.0
.05 Surcharge Nacnury to MSnuIn Spill Reserve 26,7003 20,0003 .0 7,760,7 0,2833 5,1833 181B3.0
Mdgalon Account Tfwefera sat 2 5,3003 0.3003 80003 8,9003 9,0000 1,0003
TOTAL AVAILABLE IN RIND 54,4483 67,8883 62,0083 04,1880 04.183.0 64,183.0 04,1880
PROJECTED EXPENDITURES
SPAR Dlnsctort Office __990.7 992.0 9623 6U20 9920 0823 9623
Industry PraparednM* Program 2,3215 2,579.0 25703 2,573.0 25710 2579,0 2570.0
Government Propcrodnon and Response Procram 4.067.4 3,6823 3,6823 86023 89023 3.6B23 3,6823
Contaminated SI too Program 2,9413 2.S393 2630.0 2599.0 2830,0 2  S303 2,839.0
Underground Storaae Tank Program 10SS 108.0 100.0 1080 1080 1003 1080
Division of Information and Admlnlotratfvo Sorvleoa 748,5 748.5 7485 7485 7485 7485 7483
Dtvlalon of Environmental Qualify i to. Pod Prev.l 309.3 334.0 334.0 334.0 3343 3343 3343
Roaponae Fund Administration (Other Aoonefoe)

Ffcsh and Game ioa.7 184.2 1843 1043 1642 1BA2 1843
Natural Resources 108.0 1080 1003 1003 1003 1080 1003
Law (Coat Recovery, Prawautfon, Enforcement) 1.3005 7803 7510 7503 780.0 7503 7903
Labor 9.6 3 3 .a .0 .0 .0
Community and Regional Affairs 133 3 3 .0 .0 3 .0
Heulth and Sodaf Sorvlooa 123 3 3 3 .0 .0
Publlo Safety G3L0 503 50.0 610 50.0 503 203
DOT/PF . 33 5 3 .0 .0 3 .0
DMVA 8113 2103 2103 2103 2103 2110 2103
University of Ataalta/Heeoarcti 2003 2CC.0 200.0 2003 2010 2003 200.0

Capital Budget 27743 400.0 4003 4003 400.0 400.0 4010
Estimate at Soil Reserve Um 1,000.0 1.0003 13003 13003 1.0003 1,0010 13003
SUBTOTAL PROJECTED EXPENDITURES 17557.0 14,1633 14,163.0 14.1833 14.1833 14,1880 14,1893
Spill Raaanra Balance 38,5643 53,7083 473223 60,000,0 50,000.0 60,000.0 30,0003

ASSUMPTIONS!
FYM Revenues are baaed on tpprcortadone mad a In FYM hud>
FYS4 projected la bawd on FYM Adkreisd (Budget.
Traniters from Mttfgaflon Aooount from Exxon settlement are 443 mSBon/Vr for PYttRfW .

1
Coat reoovenr win begin to Inoresae baaed on eolwnoed proeedVTea and offorfo.

Mitigation Aooount la appropriated to the Response Fund.
8 tala Owntd Bttaa are darned up using Oaoaral Funds (104 la trofoeted FIfMCoaO.

| 1 .
Average annual axpendtturae for emergency reaponee frem the split reaarve ertSba t jMOO.

..............1 ................. 1 1
FYM Other aouroaa cover 4010 of SERC In Govt Preparedness Prootem and In other attendee.

1 1 1 1
FY0B reduee DOL 83510 aNmlnate Exxon Profoot Oepto»Uw*xp*nd»ttjr*ew®f«*oreome.
as needed, from SptR Raeanre.
Total Surcharge Collected reflects amount nsadad to cover Prolacted txpendttureo. The UMoadon Aooount tranafora
count toward the 490.0 mIBfon apIO reeerre balance. The UHtgatfon Aaooont transfers are artmafcs pto-vrted.
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OIL AND HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND^

H B  2 3 8  V e r s i o n  " M "  w o r k  draft 

c o m p a r e d  to 

D E C  p r o p o s e d  c h a n g e s

SENT BYiXerox Te le cop ie r 7021 511-18-93 !10:07AM ! -» »

H B -222£ ealm &  D E C  P ro p o sa l (11/93)

♦Change name of fund to 
Include "prevention" (sec. 1,4,6,7, 
28,37,42)
♦Amend the Alaska Disaster Act 
by changing the priority in which 
the Governor may have access to 
money to respond to a disaster 
(sec. 2,3)
♦Create catastrophic oil release 
fund and contingency abatement 
fund to replace response fund 
(sac. 27,28)
♦create separate mitigation account 
for each account above (sec. 31,32)

♦divide surcharge - 2<z and 3cc 
with 2<z to be deposited into the 
abatement account and 3<z to be 
deposited into the catastrophic acct. 
(sec. 9,11,14)

♦catastrophic acct cap $50.0 m 
(sec, 12,13)

s®*lndude this change

■Leave current statute which 
gives first recourse to money 
regularly appropriated to state 
agencies

■Leave current statute which 
establishes OHSRR Fund as 
a single account

■Leave current statute which 
establishes a single mitigation 
account
■Leave euroharge at 5<r whole
■include provision which would 
allow any other fund sources 
appropriated to be used for the 
prevention and response 
program, so as to Increase 
equity on the "polluter pays" 
principle.
■Amends provision that 
suspends the surcharge'to 
Indude amounts recovered 
as reimbursement for monies
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10 DRAFT
previously expended from the 
fund, considers spill reserve 
balance. (Tax In a given year 
Is amount needed to replenish 
spill reserve to $50.0 million 
after reimbursements are put In 
and annual funding requirement 
Is taken out.)
■begin calculating the balance 
of the spill reserve with a "dean 
slate"

♦remove requirement that DEC 
annually revise the statewide 
master plan, commissioner makes 
the determination when revision la 
necessary (sec. 21)

^Include this change

♦remove requirement that the 
statewide master plan be submitted 
to the public, Legislature and SERC 
for annual review (sec. 22)

’Include this change

♦when DEC revises the statewide 
master plan that it go through public 
comment and SERC approval (sec, 23)

♦ramove requirement that DEC 
annually revise the regional contin­
gency plans, commissioner makes 
the determination when revision Is 
necessary (sec. 24)

^Include this change

Include this change

♦provides same procedures for review 
and revision of statewide plans apply to 
regional plans (sec. 25) .

’indude this change

Pag«2
h^omo1chrf«u\238l[st2

11/5/S3



SENT BYiXerox Te le cop ie r 7021 ir-18-83 J10:08AM { ;#14

♦amend definition of "catastrophic 
oil discharge" as >100,000 barrels 
or a release for which the governor 
has declared a disaster (sac. 26)

♦delete restoration, and research and 
development as authorized uses of the fund 
(sec. 41)

v_, p - ' r

•^Include a portion of the change 
which adds the term "release" as 
well as "discharge", a disaster 
declaration is not necessary 
to access spill reserve for spills 
and contaminated sites
■Include technical amendment 
to ensure that the definition of 
"containment and cleanup" 
includes other permutations 
of these words
■Leave current statute which 
allows these uses

■Delete provision for the fund 
to pay for the ferry

♦repeals use of fund for the Citizen's 
Oversight Council (sec. 48)

'Include this provision

♦clarify equipment purchase for 
depots and corps as authorized use of 
the fund (sec. 30) •

^Include a definition elsewhere 
in statute to make certain these 
equipment purchases are 
Included as a use of the fund

♦deletes the following reporting 
requirements: PCNs, contracts>20.0, 
purcha8es>10.0 (sec. 36)
♦amend definition of "threatened release" 
to require a determination by the 
commissioner If It Is not Impending 
(sec. 44,46)

•SMndude deletion of PCN 
reporting requirement

■Leave current definition which 
defines "threatened releaso" to 
mean there is an Imminent 
danger that a release will occur

♦move SERO to DMVA 
(sec. 47)

■Leave cu rren t s ta tu s

Pope 3
h:hamaVjhri*u'23flll8t2

11/5/93
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Date
NOV 1 9 1993

Anchorage Daily Mews

C lie n t No. J  J  ^

Adding to spill fund just part of oil business
Wtoso who an mo I remember the post ore condemned to repeat it.

— G e o rg e  S a n ta y a n a

B y  S T A N  S T A N L E Y
In a blatant attempt to increase oil-indus- 

try profits, the Alaska Oil and Gas Associa­
tion has lobbed the first salvo in its renewed 
attempt to get out of contributing to state 
oil-spill prevention programs. The salvo 
came in the form of a newspaper insert 
purporting to prove that Alaskans agree 
with industry thinking on several oil-related 
issues, including the use of the so-called ‘170 
Fund. A O G A ' s  propaganda piece is a bla­
tant distortion of facts and shameless m a ­
nipulation of the truth.

The message A O G A  sends through this 
campaign is distressing: Notwithstanding 
expensive T V  ads extolling its concerns for 
the environment, the oil industry has 
icurued iiltle. since the E x x o n  Valdez.

CttMPASS overhead

T h e y’ll spend millions improving their 
image in giossy media campaigns, .but as 
soon as the political heat cools, they're at it 
again, chipping a w a y  at the very programs 
that lower the risk of oil spills and reduce 
the damage if a, spill does occur. It's time w e  
Alaskans let the oil industry, our legislators

and the Hickel administration k n o w  that w e  
haven’t forgotten 15)89, even if they have.

Since the Exxon Valdez oil spill, oil 
producers have paid a nickel-per-barrel con­
servation surcharge Inlo a pool called the 
‘170 Fund. B y  law. the purpose of the 
surcharge is to ensure a long-term funding 
source for spill-prevention programs and to 
respond to future spills.

W h e n  the fund balance reaciics S50 mil­
lion, the surcharge is suspended until the 
fund drops below that level. Because the 
fund is used to pay for ongoing programs, 
such as review of industry contingency 
plans and evaluation of spill drills, it takes 
longer to reach the cap than if the money 
simply stayed there.

A O G A  and its members want to limit 
b o w  the fund can be'used so they don’t have 
to keep paying (he surcharge. If the 170 
Fund were striclty a response reserve, to bo 
used only if a spill occurs, the $50 million
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balance would be readied quickly and stay 
there, unless and until there was a big oil 
spill. In the meantime, industry would nnt 
have to pay the nickel per barrel.

Their strategy is to rewrite legislative 
history by claiming that a response reserve 
is the only valid use of the 470 Fund. It 
simply isn’t true and a glance at the law 
proves it.

W e  agree that there have been some 
abuses of the 470 Fund and w e  wholeheart­
edly support clear-cut guidelines to stop 
questionable uses of the fund in the future. 
We, too, want assurances that the fund is 
spent well and wisely and for the purposes 
it was established to serve.

Most Alaskans believe oil has been good 
for our state. But oil development and oil 
transportation carry significant risk, r.s w e  
learned all too vividly in 1989.

It’s only right that a hugely profitable 
industry help pay for state programs to 
reduce the risk created by that industry’s 
activities. It ought to be part of the cost of 
doing business. But apparently the oil c o m­
panies that comprise A O G A  don't want to 
pay it anymore and they’re distorting the 
truth to try to get their way.

A O G A  claims its survey shows that Alas*

I t ’s  t i m e  w e  A l a s k a n s  l e t  t h e  

o i l  i n d u s t r y ,  o u r  l e g i s l a t o r s  a n d  

t h e  H i c k e l  a d m i n i s t r a t i o n  k n o w  

t h a t  w e  h a v e n ’t  f o r g o t t e n  1 9 8 9 ,  

e v e n  i f  t h e y  h a v e .

kans don’t want money from the 470 Fund 
used except .as a spill reserve. Anybody 
familiar with this type of survey knows it’s 
easy to get answers that serve your purpose 
if you k n o w  h o w  to phrase the question. The 
A O G A  survey manipulated responses by 
providing only part of the picture.

Last year, oil industry lobbyists tried but 
failed to push through legislation to limit 
h o w  the 470 Fund can be used. A O G A ’s 
survey is a clear and unmistakable offensive 
gyoy to get a bill passed early in the coming 
legislative session.

□  Stan S tan ley Is executive  d irec to r of Prince 
W illiam  Sound Regional C itizens ’ A dviso ry  C oun­
c il.
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AOGA supports bill to fix the oil-spill-response fund
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In a recent Compass piece, Stan 
Stanley, executive director of the 
Prince W illiam  Sound Regional 
Citizens' Advisory Counctl, ac­
cused the Alaska Oil and Gas 
Association (AOGA) of distorting 
facts and manipulating the tru th  
when AOGA released results of its 
recent statewide public opinion 
survey. Mr, Stanley may not agree 
w ith the findings of our recent 
survey, but the facts are that:

• Seventy-nine percent of Alas­
kans surveyed feel that money 
placed in the o il and hazardous 
substance release response fund 
("470" fund) should stay there un­
ti l i t  builds up to $!i0 m illion; and

• Eighty-'Slx.'pdrcent of Alaskans 
surveyed support the goal of build­
ing tbp.,,,!470‘.,:'/und up so that $50 
million-'would :be available to ro- 
spond'to future spills i f  necessary.

After, reading Mr. Stanley's a rti­
cle. i t  appears1,that, at the bottom- 
line level;--wp actually agree on 
some major points:

1. An o il spill response capabili­
ty is very important to Alaska;

2. There ha ;e been abuses to the 
oil spill fund V  ice it was estab­
lished in 198 .

3. The abuses should be stopped; 
and -

4. The "470”  fund should be

CftMPASS
PO INTS  OF V IEW  FRO M  OOR COMMUNITY

used for the purpose Intended.
What was intended?
A fte r the 1989 spill, the legisla­

ture established a nickel-per-barrel 
surcharge on oil production to be 
paid Into the "470" fund. The 
original intent of this tax was that 
it  provide the state w ith  an inde­
pendent sp ill containment and 
cleanup capability in the event of , 
future spills. Oil companies would 
continue to pay a nickel per.barrel 
until the fund reached $50 m illion.'' 
Once the fund reached *50 m illion, 
the tax would be tem porarily  
suspended. ' '  • ‘ V '

But an odd thing happened, be­
tween 1989 and now — the indus­
try  has paid more than $U0 m il-"' 
lion into the fund; however, due to 
a combination of spending and 
accounting problems created by 
the statute, the Department of 
Administration reports the fund 
balance at minus $13 m illion. This 
means that even w ith no further 
expenditures, the industry would 
have to pay an additional $63 . 
m illion in taxes before the $50 
m illion cap could be reached.

M o n e y  f r o m  t h e  “4 7 0 ” f u n d  h a s  b e e n  

u s e d  f o r  c l e a n i n g  u p  s t a t e  c a m p g r o u n d s ,  
s t a t e  a i r p o r t s ,  p r i v a t e l y  o w n e d  

g r e e n h o u s e s ,  r e s p o n d i n g  t o  c h l o r i n e  l e a k s  
a n d  b u y i n g  n e w  f e r r i e s .  T h e s e  m a y  b e  
i m p o r t a n t  c o n c e r n s ,  b u t  t h e y  a r e  n o t  o i l  
s p i l l  e m e r g e n c i e s .

:  While it  is certainly true that a 
portion of the "470”  surcharge 
should be used to support spill 
prevention efforts, there are public 
policy questions as to how money 
from the fund is being spent. 
M ’he original fiscal notes from 

the 1989 and 1990 sessions project­
ed annual expenditures from the 
"470" fund on the order of $5 
m illion  per year. Expenditures 
have grown to levels significantly 
higher than that. In fact, the “ 470" 
fund is currently being used to 
fund one-third of>'lhe Department 
of Environmental Conservation's 
operating budget for ongoing pro­
grams. The Governor’s Organiza­
tional Efficiency Task Force Sum­
mary Report stated in June 1992,

"the liberal use of the fund ap­
pears to be driving up total state 
spending w ith l it t le  concern for 
efficiency.”

Money from the "470" fund has 
' been used for cleaning up state 
campgrounds, state airports, pri- 
va te ly  owned greenhouses, re- 

' spending to chlorine leaks and 
buying new ferries. These may be 
Important concerns, but they are 
not o il sp ill emergencies.

The Alaska Oil and Gas Associa- 
. tlon supports funding for appropri- 
.•ate sp ill prevention and prepared- 

•/ness efforts. In fact, the petroleum 
Industry has invested more than 
$225 m illion in o il spill prevention 
and response programs and equip­

ment in Prince W illiam  Sound 
alone.

AOGA also supports a nickel- 
per-barrel surcharge for o il spill 
prevention and response. But be­
cause of the abuses of the past, we 
believe the nickel-per-barrel sur­
charge should be split: 2 cents to 
the Dept, of Environmental Con­
servation to provide a permanent 
and secure source of funding for oil 
spill prevention programs so long 
as o il Is being produced In Alaska 
and 3 cents per barrel that would 
be paid into the "catastrophic oil 
discharge reserve" account to pro­
vide for the $50 m illion emergency 
fund orig inally envisioned in 1989.

Legislation was introduced last 
session which would provide this 
kind of security to both DEC and 
to the public to guarantee a $50 
m illion oil spill emergency fund. 
AOGA supports this legislation.

We, like Mr. Stanley, want as­
surances that the lund Is spent 
well and wisely and for the.pur­
pose it was established to serve. 
Unfortunately, this has not been 
the case. The "470”  fund is broken 
and i t  should be fixed.

□  Ardlo Gray Is the public affairs 
manager of tho Alaska Oil and Gas 
Association.

I


